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Independent Auditors’ Report

The Board of Directors
Fubon Life Insurance Co., Ltd.

We have audited the accompanying consolidated balsineets of Fubon Life Insurance Co., Ltd. (the
“Company”) and its subsidiaries as of June 30, 20«8December 31, June 30 and January 1, 2012, and
the consolidated statements of comprehensive inconamges in stockholders’ equity and cash flows
for the second quarter and the six months endeel 3002013 and 2012. These financial statements are
the responsibility of the Company’s management. @sponsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with the (Regpn Governing Auditing and Attestation of
Financial Statements by Certified Public Accourgdand generally accepted auditing standards of the
Republic of China. Those standards require thaplaa and perform the audit to obtain reasonable
assurance about whether the financial statemeatfe® of material misstatement. An audit includes
examining, on a test basis, evidence supportingtheunts and disclosures in the financial statesnent
An audit also includes assessing the accountingciptes used and significant estimates made by
management, as well as evaluating the overall Gilsdrstatement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all materia
respects, the financial position of the Company isdubsidiaries as of June 30, 2013, December 31,
June 30 and January 1, 2012, and the results mfdperations and their cash flows for the second
quarter and the six months ended June 30, 201328@48, in conformity with the "Regulations
Governing the Preparation of Financial reportsrisurance Companies”, International Financial Report
Standard No.1, “First-time Adoption of Internatibif@nancial Reporting Standards”, and International
Accounting Standards No.34 “Interim Financial Rejogy’ approved by the Financial Supervisory
Commission of Republic of China.

We have also audited the financial statements boFRuLife Insurance Co., Ltd. as of June 30, 2018 an
2012, and have expressed thereon an unqualifiedoopi

KPMG
Taipei, Taiwan, R.O.C.
August 16, 2013

Notice to Readers

The accompanying consolidated financial statemergsntended only to present the financial posjtr@sults of operations, and cash flows in
accordance with the International Financial RepgrtBtandards, and all standards and interpretataswed by the IASB and the IFRS
Interpretation Committee, endorsed by the FSC (RBF and not those of any other jurisdictions. Bfendards, procedures, and practices to
review such financial statements are covered byRBIF

The auditors' report and the accompanying condelititnancial statements are the English transiaifdhe Chinese version prepared and used in
the Republic of China. If there is any conflictween, or any difference in the interpretation o§ English and Chinese language auditors' report
and consolidated financial statements, the Chiaesson shall prevail.

-3-



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
JUNE 30, 2013 AND DECEMBER 31, JUNE 30 AND JANUARY1, 2012

(Expressed In Thousands of New Taiwan Dollars)

ASSETS

Cash and cash equivalents (Note 6-(A))

Receivables

Current tax assets

Financial assets at fair value through profit @sl¢Note 6-(B))
Available-for-sale financial assets (Note 6-(B))
Hedging derivatives assets (Note 6-(B))

Financial assets at cost (Note 6-(B))

Investments accounted for using equity method(Mete 6-(D))
Bond investments without active market (Note 6-(B))
Held-to-maturity financial assets (Note 6-(B))

Other financial assets, net (Note 6-(B))

Investment property (Note 6-(E))

Loans (Note 6-(B))

Reinsurance assets (Note 6-(G))

Property, plant and equipment (Note 6-(H))

Intangible assets (Note 6-(1))

Deferred tax assets

Other assets (Note 6-(J))

Assets on insurance product, separated account @NEK))
Total assets

LIABILITIES AND EQUITY
Accounts payable
Current tax liabilities
Financial liabilities at fair value through profit loss (Note 6-(B))
Hedging derivatives liabilities (Note 6-(B))
Insurance liabilities (Note 6-(P))
Reserve for insurance with nature of financialrinstent
(Note 6-(Q))
Reserve for foreign exchange fluctuation (Note H-(R
Other liabilities
Liabilities on insurance product, separated acc@ate 6-(K))
Liabilities reserve (Note 6-(L))
Deferred tax liabilities
Total liabilities
Equity attributable to owners of parent
Share capital:
Ordinary share (Note 6-(M))
Stock dividend to be distributed
Total share capital
Capital surplus :
Capital surplus, additional paid-in capital
Capital surplus, employee share options
Capital surplus, others
Total capital surplus
Retained earnings:
Legal reserve
Special reserve (Note 6-(Q))
Unassigned retained earnings
Total retained earnings
Other equity interest (Note 6-(M))
Exchange differences on translation of foreignriitial statements
Unrealized gains (losses) on available-for-salarfaial assets
Gains (losses) on effective portion of cash flowdes
Total other equity interest
Total equity
TOTAL LIABILITIES AND EQUITY

June 30, 2013

December 31, 2012

June 30, 2012

January 1, 2012

$ 155,490,214 166,557,894 233,630,150 224,734,570
34,482,988 29,536,545 21,158,308 22,851,231
2,258,174 1,326,334 942,415 1,446,132
1,430,812 3,614,087 1,166,521 1,848,053

1,340,279,695 1,261,039,650 881,672,706 750,781,569
276,369 336,989 377,940 401,765
1,041,849 1,079,639 1,164,227 1,227,666
436,522 571,720 684,668 784,723
342,374,112 317,892,326 298,415,942 266,151,039

- - 187,460,868 191,057,445

43,364,527 39,552,255 38,119,372 22,926,933
85,805,144 78,894,164 70,592,572 67,970,098
92,230,351 84,203,062 80,528,324 79,270,264
1,044,732 1,830,702 1,941,230 795,787
7,176,168 7,413,879 7,338,311 7,404,983
311,865 285,897 320,095 326,803
4,577,025 5,926,435 5,454,957 5,037,059
11,447,144 11,070,327 10,790,008 9,717,439
138,734,735 147,680,879 141,492,837 143,579,257

$  2,262,762,426 2,158,812,784 1,083,251,451 1,798,312,816

$ 32,256,320 25,859,764 15,268,365 14,438,161
659,160 737,252 703,279 224,748
4,318,318 1,523,683 3,536,697 4,052,735

17,453 - - -
1,835,721,816 1,695,726,377 1,576,071,169 1,409,910,393
95,730,061 98,544,225 102,562,043 103,107,324

853,958 1,062,830 1,315,190 -
4,926,420 6,835,387 19,157,404 11,435,311
138,734,735 147,680,879 141,492,837 143,579,257
6,407,352 6,159,890 5,370,606 5,134,485

853,851 7,773,945 3,832,507 2,896,881
2,120,479,444 1,991,904,232 1,869,310,097 1,694,779,295
29,107,390 29,107,390 22,123,170 21,123,170
7,374,090 - 6,984,220 -
36,481,480 29,107,390 29,107,390 21,123,170
7,052,235 7,052,235 7,052,235 3,052,235

134,778 134,778 134,778 134,778
20,340,460 20,340,460 20,340,460 20,340,460
27,527,473 27,527,473 27,527,473 23,527,473
9,322,877 6,728,210 6,728,210 4,707,451
10,249,060 7,983,380 7,437,366 7,268,041
15,766,102 18,854,498 8,302,181 16,135,652
35,338,039 33,566,088 22,467,757 28,111,144

(107,743) (144,270) (118,138) (96,745)
42,828,833 76,572,170 34,643,182 30,535,014

214,900 279,701 313,690 333,465
42,935,990 76,707,601 34,838,734 30,771,734
142,282,982 166,908,552 113,941,354 103,533,521

$ 2,262,762,426 2,158,812,784 1,983,251,451 1,798,312,816

(See accompanying notes to the condensed consalidderim financial statements)
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FUBON LIFE INSURANCE CO., LTD AND SUBSIDIRAIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE SECOND QUARTER AND THE SIX MONTHS ENDED JUN E 30, 2013 AND 2012
(Expressed In Thousands of New Taiwan Dollars, Expé Earnings Per Share)

Operating Revenues:
Written premium
Reinsurance premium
Total premium
Less: Reinsurance expense
Net change in unearned premiums reserve
Retained earned premium (Note 6-(T))
Reinsurance commission received
Fee income
Net income (loss) from investments
Revenue from interest

Gains on financial assets or liabilities at failueathrough profit or loss

Realized gains on available-for-sale financial esse

Realized gains on financial assets or liabilitiesast

Realized gains on held-to-maturity financial assets

Share of loss of associates and joint venturesumted for using
equity method

Foreign exchange gains (losses), investments

Net change in reserve for foreign exchange fluaagiNote 6-(R))

Gains on investment property
Reversal of impairment loss on investments (NofB)-
Other net income (loss) from investments
Other operating income
Income on insurance product, separated accoune (BK))
Total operating revenue
Operating Costs:
Insurance claim payment
Less: Claims recovered from reinsurers
Retained claim payment (Note 6-(T))
Net change in insurance liability
Acquisition expense
Commission expense
Fee expenses
Other operating costs
Disbursements on insurance product, separate ac@éate 6-(K))
Total operating costs
Operating expenses:
General expenses
Administrative expenses
Staff training expenses
Total Operating Expenses
Net Operating Income
Non-operating income and expenses:
Gains (losses) on disposals of property and equipme
Other non-operating income and expenses
Total non-operating income and expenses
Profit from continuing operations before income tax
Income tax expense (income) (Note 6-(N))
Profit
Other comprehensive income:
Exchange differences on translation, before tax
Available-for-sale financial assets, before tax
Cash flow hedges, before tax

Less: Income tax relating to components of othenm@hensive income

Other comprehensive income
Comprehensive income

Profit, attributable to :
Owners of parent

Comprehensive income attributable to:
Owners of parent

Basic earnings per share (expressed in dollars) (06-(0))

For the second
quarter ended
June 30, 2013

For the second
quarter ended
June 30, 2012

For the six months

ended

June 30, 2013

For the six months

ended

June 30, 2012

$ 94,576,679 119,143,994 176,882,047 230,707,593
1,631 1,885 3,420 3,008

94,578,310 119,145,879 176,885,467 230,710,691
2,268,507 2,141,496 4,442,410 4,346,216

95,985 212,035 357,143 342,957
92,213,818 116,792,348 172,085,914 226,021,518
675,784 653,879 1,382,848 1,776,589

666,429 577,113 1,289,813 1,206,107
12,503,985 11,600,880 25,065,533 22,813,448
(3,671,083) (2,331,375) (14,706,678) 3,059,615
9,260,032 5,283,618 17,006,789 9,254,774

24,986 82,955 24,986 82,955

- - - (438)

(111,443) (56,455) (160,551) (82,513)
1,278,193 145,955 11,750,546 (7,531,695)

477,978 38,290 208,872 702,071

312,889 254,319 743,219 608,049

72,217 46,666 111,308 103,220

(37,764) (15,662) (89,488) (43,635)

106,625 13,953 379,488 11,339

(995,333) (2,667,392) 4,885,181 6,882,661
112,777,313 130,419,092 219,977,780 264,864,065
30,023,094 35,826,045 54,174,160 68,654,224
1,368,835 1,333,061 2,650,398 2,192,413
28,654,259 34,492,984 51,523,762 66,461,811
72,699,040 87,698,890 136,295,249 169,778,786

7,045 9,693 11,729 18,459

5,284,650 6,758,423 10,476,632 12,705,962

65 75 137 124

224,142 (5,502) 426,213 718,506

(995,333) (2,667,392) 4,885,181 6,882,661
105,873,868 126,287,171 203,618,903 256,566,309
2,513,243 3,146,344 4,745,418 5,935,732

484,389 554,556 1,009,410 1,084,500

5,204 17,689 14,854 25,571

3,002,836 3,718,589 5,769,682 7,045,803
3,900,609 413,332 10,589,195 1,251,953

(4,894) (3,087) (5,595) (4,673)

67,647 95,015 149,216 166,261

62,753 91,928 143,621 161,588

3,963,362 505,260 10,732,816 1,413,541

244,214 172,574 1,586,775 72,708

$ 3,719,148 332,686 9,146,041 1,340,833
$ 4,181 13,023 44,009 (25,776)
(27,241,842) 314,841 (40,568,052) 5,063,784
(45,386) 24,564 (78,073) (23,825)
(5,706,955) 751,973 (6,830,505) 947,183
(21,576,092) (399,545) (33,771,611) 4,067,000

$ (17,856,944) (66,859) (24,625,570) 5,407,833
$ 3,719,148 332,686 9,146,041 1,340,833
$ (17,856,944) (66,859) (24,625,570) 5,407,833
$ 1.02 0.09 2.51 0.38

(See accompanying notes to the condensed consalidderim financial statements)
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FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIRAIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUIT Y
FOR THE SIX MONTHS ENDED JUNE 30, 2013 AND 2012

(Expressed In Thousands of New Taiwan Dollars)

Equity attributable to owners of parent

Share Capital Retained Earnings Other equity interest

Exchange
differences on
translation of

Unrealized gains
(losses) on

Gains (losses) on

Stock dividend to Unappropriated foreign financial available-for-sale effective portion of
Ordinary Share be distributed Capital Surplus Legal reserve Special reserve retained earnings Total statements financial assets cash flow hedges Total Total equity

Balance, January 1, 2012 $ 21,123,170 - 23,527,473 4,707,451 7,268,041 16,135,652 28,111,144 (96,745) 30,535,014 333,465 30,771,734 103,533,521
Net income, January 1 to June 30, 2012 - - - - - 1,340,833 1,340,833 - - - - 1,340,833
Other comprehensive income, January 1 to June 30, 2012 - - - - - - (21,393) 4,108,168 (19,775) 4,067,000 4,067,000
Total comprehensive income, January 1 to June 30, 2012 - - - - 1,340,833 1,340,833 (21,393) 4,108,168 (19,775) 4,067,000 5,407,833
Appropriation and distribution for 2011

Legal reserve - - - 2,020,759 - (2,020,759) - - - - - -

Common stock dividend - 6,984,220 - - - (6,984,220) (6,984,220) - - - - -

Special reserve Transferred from recovered reserves of fluctuatiorisids - - - - 346,012 (346,012) - - - - - R

Reversal of special reserve - - - - (176,687) 176,687 - - - - - -
Capital increase by cash 1,000,000 - 4,000,000 - - - - - - - - 5,000,000
Balance, June 30, 2012 $ 22,123,170 6,984,220 27,527,473 6,728,210 7,437,366 8,302,181 22,467,757 (118,138) 34,643,182 313,690 34,838,734 113,941,354
Balance, January 1, 2013 $ 29,107,390 - 27,527,473 6,728,210 7,983,380 18,854,498 33,566,088 (144,270) 76,572,170 279,701 76,707,601 166,908,552
Net income, January 1 to June 30, 2013 - - - - - 9,146,041 9,146,041 - - - - 9,146,041
Other comprehensive income, January 1 to June 30, 2013 - - - - - - 36,527 (33,743,337) (64,801) (33,771,611) (33,771,611)
Total comprehensive income, January 1 to June 30, 2013 - - - - 9,146,041 9,146,041 36,527 (33,743,337) (64,801) (33,771,611) (24,625,570)
Appropriation and distribution for 201:2

Legal reserve - - - 2,594,667 - (2,594,667) - - - - - -

Special reserve - - - - 1,297,333 (1,297,333) - - - - - -

Common stock dividend - 7,374,090 - - - (7,374,090) (7,374,090) - - - - -

Special reserve Transferred from recovered reserves of fluctuatiorisé® - - - - 344,462 (344,462) - - - - - -

Special reserve Return of the initial balance of foreign exchange fludtuat - - - - 558,109 (558,109) - - - - - -

reserve

Special reserve the cost saved from hedging - - - - 65,776 (65,776) - - - - - _
Balance, June 30, 2013 $ 29,107,390 7,374,090 27,527,473 9,322,877 10,249,060 15,766,102 35,338,039 (107,743) 42,828,833 214,900 42,935,990 142,282,982

(See accompanying notes to the condensed consolidated interim financial rsisgteme
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(Expressed In Thousands of New Taiwan Dollars)

FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES

FOR THE SIX MONTHS ENDED JUNE 30, 2013 AND 2012

Cash flows from operating activities:
Profit before tax
Adjustments:

Total adjustments

Interest paid

Decrease in loans

Interest received

For the six months ended

June 30, 2013

June 30, 2012

10,732,816 1,413,541
Adjustments to reconcile profit (loss)
Depreciation expense 447,767 432,581
Amortization expense 59,494 58,688
Provision (reversal of provision) for bad debt exge 35,164 (1,700)
Net loss (gain) on financial assets or liabiligggair value through profit or loss 5,945,072 (3,031,848)
Profits of available-for-sale financial assets (7,400,250) (9,373,703)
Net loss (gain) on financial assets or liabilig@sost (38,206) -
Interest expense 9,561 4,374
Interest revenue (24,995,772) (22,777,531)
Dividend revenue (5,671,477) (1,799,734)
Net change in insurance liabilities 136,652,390 170,121,743
Net change in reserve for insurance with natufenafcial instrument (3,631,721) (1,431,114)
Net change in reserve for foreign exchange fluatnat (208,872) (702,071)
Share of loss of associates and joint venturesuated for using equity method 160,551 82,513
Loss on disposal of property and equipment 5,595 4,673
Property and equipment transferred to expenses 1,333 -
Loss on disposal of investment properties 1,041 -
Impairment loss on financial assets 2,241 5,875
Reversal of impairment loss on financial assets (113,549) (109,095)
Unrealized foreign exchange (gain) loss (13,045,795) 885,506
Total adjustments to reconcile profit 88,214,567 132,369,157
Changes in operating assets and liabilities:
Changes in operating assets:
(Increase) decrease in receivables (4,465,979) 1,539,169
Decrease (increase) in reinsurance assets 740,537 (1,150,848)
Increase in other assets (412,784) (1,155,356)
Total changes in operating assets (4,138,226) (767,035)
Changes in operating liabilities:
Increase in payables 6,385,815 1,304,654
Increase in provisions 245,799 291,517
Decrease (increase) in other liabilities (1,907,572) 7,877,548
Total changes in operating liabilities 4,724,042 9,473,719
Total changes in operating assets and liabilities 585,816 8,706,684
88,800,383 141,075,841
Cash inflow generated from operations 99,533,199 142,489,382
(4,154) (40,682)
Income taxes paid (1,337,175) (502,045)
Net cash flows from operating activities 98,191,870 141,946,655
Cash flows from investing activities:
Acquisition of financial assets at fair value thgbuprofit or loss (2,150,000) -
Proceeds from disposal of financial assets avfdire through profit or loss 1,201,148 3,235,723
Acquisition of available-for-sale financial assets (455,213,653) (320,764,330)
Proceeds from disposal of available-for-sale fimaressets 351,792,227 200,255,552
Acquisition of bond investments without active nmetrk (50,815,902) (97,817,466)
Proceeds from repayments of bond investment witaotive market 43,755,956 73,493,811
Proceeds from disposal of held-to-maturity finahaisets - 2,000,000
Proceeds from disposal of financial assets at cost 38,616 -
Proceeds from capital reduction of financial asaetost 35,137 62,341
Acquisition of property and equipment (76,069) (67,670)
Proceeds from disposal of property and equipment 18 20
Acquisition of intangible assets (46,305) (15,169)
(8,061,835) (1,260,683)
Acquisition of investment properties (7,048,949) (2,920,830)
Increase in other financial assets (3,854,505) (15,250,005)
15,616,771 19,269,612
Dividends received 5,551,213 1,736,253
Cash flows used in investing activities (109,276,132) (138,042,841)
Cash flows from financing activities
Cash capital increase - 5,000,000
Net cash flows from financing activities - 5,000,000
Effect of exchange rate changes on cash and casratmts 16,582 (8,234)
Net (decrease) increase in cash and cash equivalent (11,067,680) 8,895,580
Cash and cash equivalents at beginning of period 166,557,894 224,734,570
Cash and cash equivalents at end of period 155,490,214 233,630,150

(See accompanying notes to the condensed consaliggerim financial statements)
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(1)

(2)

3)

FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012
(Expressed In Thousands of New Taiwan Dollars, Unless Otherwisead)

ORGANIZATION AND BUSINESS ACTIVITY

Fubon Life Insurance Company Limited (“Fubon Lifestrance” or Company), formerly ING Life
Insurance Co., Ltd. (“ING Life Insurance”) was ddtshed in March, 2006. The Company primarily
conducts life insurance business.

Originally, the Company is one of the ING group nibems. On October 20, 2008, the Company’s
former parent company, ING Group announced thzstreached a cooperation agreement with Fubon
Financial Holding Co., Ltd. (“Fubon Financial Halgj") to sell the Company effectively on February
11, 2009, and ING Group will be paid in shares anbdordinated debt securities of Fubon Financial
Holding.

The Company successfully accomplished its corpoesteucturing with Fubon Life Assurance Co. Ltd.,
which ceased to legally exist, as the survivingtgand its corporate restructuring was permittgdhe
Financial Supervisory Commission, Executive Yuarrodigh its letter Jin Guan Bao Li
N0.09802091401 issued on June 1, 2009.

The condensed consolidated interim financial statgs of the Company as at and for the six months
ended June 30, 2013 and 2012 comprise the Compahysasubsidiaries (together referred to as “the
Group”), refer to note (4)(C) for further informati. The parent and ultimate parent company of the
Group is Fubon Financial Holding.

APPROVAL DATE AND PROCEDURES OF THE CONSOLIDATED FINANCIAL
STATEMENTS

These consolidated interim financial statementseveeithorized for issuance by the board of directors
on August 16, 2013.

APPLICATION OF NEW AND REVISED INTERNATIONAL FIN ANCIAL REPORTING
STANDARDS

(A) New standards and interpretations endorsechbyFinancial Supervisory Commissions R.O.C.
(“FSC”) but not yet in effect

The International Accounting Standards Board (“IABiBsued International Financial Reporting
Standard Financial Instruments (“IFRS 9”) in November 2009, which is effective danuary 1,
2013 (IASB revised the effective date to JanuaB015). This standard has been endorsed by the
FSC; however, the effective date has not been aruaoll In accordance with FSC rules, early
adoption is not permitted, and companies shallovolthe guidance of the 2009 version of
International Accounting Standard 88nancial Instruments (“IAS 39”). Upon the adoption of
this new standard, it is expected there will benificant impact to the classification and
measurement of financial instruments in the codatdid financial statements.



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(CONT'D)

(B) New standards and interpretations not yet esetbby the FSC

New standards and amendments issued by the IASB#nahave an impact on the consolidated
financial statements not yet endorsed by the FSC:

New standards and Effective date
Issue date amendments Description per IASB
May 12, 2011 - IFRS 10 Consolidated - On May 12, 2011, the IASB issuedlanuary 1, 2013
Financial Statements a series of standards and
June 28, 2012 IFRS 11 Joint amendments related to
Arrangements consolidation, joint arrangements,
- IFRS 12 Disclosure of and investments.

Interests in Other Entities+ The new standards provide a sin
- Amended IAS 27 Separ: model for determining whether an

Financial Statements entity has control over an investee
- Amended IAS 28 (including special purpose entitie

Investments in Associates other than the consolidation

and Joint Ventures process, in which the original

guidance and method applies. In
addition, joint arrangements are
separated into joint operations
(formerly known as jointly
controlled assets and jointly
controlled operations), and joint
venture (formerly known as jointly
controlled entities), and removal of
the proportionate consolidation
method.

- On June 28, 2012, amendments
were issued clarifying the glance
over the transition period.

May 12, 2011 - IFRS 13 Fair Value Replaces fair value measurement January 1, 2013
Measurement guidance in other standards, and
consolidates as one single guidance.

June 16, 2011+ Amended IAS 1 Requires entities to group items July 1, 2012
Presentation of Financialpresented in OCI based on whether
Statements they are potentially reclassifiable to

profit or loss subsequently

June 16, 2011+ Amended IAS 19 - Eliminates the use of the 'corridor' January 1, 2013
Employee Benefits approach

- Removes from IAS 19 the option
for entities to recognize in profit or
loss all changes in defined benefit
obligations and in the fair value of
plan assets

- Requires past service cost
recognized immediately in profit
loss instead of amortization



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(CONT'D)
New standards and Effective date
Issue date amendments Description per IASB
May 20, 2013 - IFRIC interpretation 21: provides guidance on when to January 1, 2014
Levies recognize a liability for a levy

imposed by a government, both for
levies that are accounted for in
accordance with IAS 37 Provisions,
Contingent Liabilities and Continge

Assets
May 29, 2013 - Amended IAS 36 - Amended to disclose detailed  January 1, 2014
Impairment of Assets information about the estimates (earlier

used to measure recoverable application
amounts of cash generating unitspermitted)
containing goodwill or intangible
assets with indefinite useful lives
when impairment losses recognize
or reverse
- if the recoverable amount is fair
value less costs of disposal, reqt
to disclose the key assumptions
used in the measurement of fair
value measurements categorized
within 'Level 2' and ‘Level 3' of the
fair value hierarchy

June 27, 2013 Amended IAS 39 Amended by Novatioof Derivatives January 1, 2014

Financial Instruments:  and Continuation of Hedge (earlier
Recognition and Accounting application
Measurement permitted)

Unless otherwise stated below, first-time application of those s&andards and
interpretations will not cause significant changes to accounting policies

IFRS 9 divides all financial assets that are currently inst@pe of IAS 39 into two
classifications: those measured at amortized cost and thosarettat fair value. Financial
assets can be measured at amortized cost if the conttactaglof the financial asset give rise
on specified dates to cash flows that are solely payments ofpalirand interest on the
principal outstanding. In contrast, all other financial assets brisneasured at fair value
through profit or loss.

The Group has been evaluating possible effects of its first-time adoption®QIFR
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(CONT'D)

(4) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the accompanying eeedeonsolidated interim
financial statements are as follows:

(A)

(B)

(©)

Statement of compliance

The accompanying consolidated interim financial statements h&en prepared in
accordance with “Regulations Governing the Preparation of FildReorts by Insurance
Companies” and IAS 34 Interim Financial Reporting (“IAS 34”) endorsetthédySC and do
not include all of the information required for full annual consolidaileahtial statements
prepared in accordance with the International Financial Reportingd&tds, and all
standards and interpretations issued by the IASB and the IFR$ratédion Committee,
endorsed by the FSC (hereinafter referred to as “TIFRS”).

These financial statements are the Group’s first consolidatiedm financial statements for
part of the period covered by the first annual financial statenpegpsred under TIFRS and
IFRS 1 First-time Adoption of International Financial Reportingn8ards (“IFRS 1”) as
endorsed by the FSC. An explanation of how the transition to TIFRSdrewious GAAP
has affected the reported financial position, financial performandecash flows of the
Group is provided in note (15).

The significant accounting policies applied in the preparation of tt@ssolidated interim

financial statements are set out as below. Unless othenaisel sthe significant accounting
policies have been applied consistently to all periods presentiedsia consolidated interim
financial statements, and the opening consolidated balance shettlasuary 1, 2012

prepared for transition to IFRSs as endorsed by the FSC.

Basis of preparation

The consolidated interim financial statements comprise consolidaédahce sheets,
consolidated income statements, consolidated statements of chasbasaholders’ equity,
consolidated statements of cash flows, and related notes.

The consolidated interim financial statements have been prepaegediistorical cost basis,

except the financial instruments measured at fair value throadhqrloss are measured at
fair value (including derivative financial instruments). Unless mitse stated, all financial

information is presented in New Taiwan Dollar rounded to the nearest thousand.

Basis of consolidation

The Group has prepared consolidated interim financial statementscamdance with
International Accounting Standards endorsed by the FSC. Under consblfdeacial
statements, it combines like items of assets, liabilities,tyggmcome and expenses and
offsets the carrying amount of the parent's investment in edididg&ary and the parent's
portion of equity of each subsidiary. The Group has preparedasdial reports with same
reporting dates.
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FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(CONT'D)

Subsidiary is an entity that is controlled by another entity. fiiencial statements of
subsidiaries are included in the consolidated financial staterfremsthe date that control
commences until the date that control ceases.

Intra-group balances and transactions, and any unrealized incizing &om intra-group
transactions are eliminated in preparing the consolidated financial sté$etdaless there is
evidence indicating that the transferred assets are imp#iednter-company unrealized
losses are eliminated.

The Group has adopted same accounting policies for like transactioesemtd in similar
circumstances in the preparation of the consolidated interim finasteiements. If the
accounting policies adopted by its subsidiaries are differenttiiose adopted by the Group,
the Group has properly modified former accounting policies to ensumtisestency of all
financial reports.

Subsidiaries included in the consolidated financial statements

Stockholder’s equity (Holding %)

Investor December 31, January 1,
Company Subsidiary Business Type June 30, 2013 2012 June 30, 2012 2012
The Company Fubon Life Insurance 100% 100% 100% 100%

Insurance
(Vietnam) Co.,
Ltd.

(D) Foreign exchange
(a) Foreign currency transaction

The Group translates all foreign currency items, which recomgdlly at the rate of
exchange at the trade day, into its functional currency. Monetaeysaand liabilities are
translated at the closing rate at the date of the batdmemt. Exchange differences, which
arise when monetary items are translated at rates diffeoemthose initially recognized,
are reported in profit or loss in the period. Non-monetary asselshilities measured
at fair value are reported at the rate of exchange at tleeofidair value determined.
Non-monetary items measured at historical cost are translatbd rate of exchange at
the trade day.

Exchange differences arising when they are translated at ddterence from those
initially recognized, except those from available-for-sale fir@nassets, financial
liabilities designated as hedge of a net investment in ayfoogeration, or qualifies cash
flow hedges are recognized in other comprehensive income, araimsabn profit or
loss.
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FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(CONT'D)

(b) Foreign operations

The assets and liabilities of foreign operations, including goodwidl fair value
adjustments arising from acquisition, are translated to the Corsdanctional currency
in New Taiwan dollars at exchange rates at the reporting aencome and expenses
of foreign operations, excluding foreign operations in hyperinflatioeapnomies, are
translated to the Company’s functional currency at average Falreign currency
differences are recognized in other comprehensive income, andtpesethe exchange
differences on translation of foreign financial statements in equity.

When a foreign operation is disposed of such that control, significiduence or joint
control is lost, the exchange differences on translation of foragmdial statements
related to that foreign operation is reclassified to profibss as part of the gain or loss
on disposal. When the Group disposes of any part of its interestubsaligry that
includes a foreign operation while retaining control, the relevant ctirei@mount of
exchange differences on translation of foreign financial stattsmis reattributed
proportionately to non-controlling interest. When the Group disposes of ortlyfpar
investment in an associate or joint venture that includes a foreigratam while
retaining significant influence or joint control, the relevant exgeadifferences on
translation of foreign financial statements is reclassified proportigrtaterofit or loss.

When the settlement of a monetary item receivable from @ipp@yo a foreign operation
is neither planned nor likely in the foreseeable future, foreigrency gains and losses
arising from such items are considered as part of a netineesin foreign operation and
are recognized in other comprehensive income, and presente@xckiaage differences
on translation of foreign financial statements in equity.

(E) Principles of classifying assets and liabilities as current anduroant

Due to specific business feature of insurance business, the opesatia is more difficult to

establish, and therefore assets and liabilities are not classified@st @irnon-current.

(F) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, demand deposits andiqguiighl
investments that are readily convertible to known amounts of cash acidavhisubject to an
insignificant risk of changes in value (including time deposiés are readily convertible to

known amounts of cash and subject to an insignificant risk of changes in value).

(G) Financial instruments

Financial assets and liabilities, including derivative instrumeats recognized in the
condensed consolidated balance sheet and measured according to iftsatil@ssunder

TIFRS.
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FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(CONT'D)

In accordance with International Accounting Standards 39 Finanstaiments (“IAS 39”)
as endorsed by FSC, financial assets are classified intoltbeihg categories: financial
assets measured at fair value through profit or loss, availabsal®financial assets, hedging
derivative financial assets, financial assets carried ai debt investments in non-active
market, held-to-maturity financial assets, other financial assed loans and receivables.
Financial liabilities are classified into financial liab#$ measured at fair value through profit
or loss and hedging derivative financial liabilities.

(@) Financial assets

1.

Daily transactions

Regardless of the accounting classification, financial assetsecorded on trading
date.

Loand and receivables
Loans include short-term advances receivable, policy loans, and collateral loans.

The insured is automatically granted a cash advance and the loaags@ce offset
against the overdue insurance premium in accordance with the insooaricact.
Policy loans are secured by insurance policies issued by thg GZollateral loans
are secured by real estate properties and are approveddmyripetent authority for
special projects.

Loans and receivables are non-derivative financial assets with fixeceomdetble
payments that are not quoted in an active market, excluding:

A. Financial assets and liabilities, which are classifiedheld for trading as they
have been acquired principally for the purpose of selling or regsirady in the
near term.

B. Financial assets, which were classified as financi&tasd fair value through
profit or loss at initial recognition.

C. Financial assets, which were classified as availableaferfmancial assets at
initial recognition.

D. Financial assets other than because of credit deterioratiomhifct the holder
may not recover all of the initial investment.

In subsequent evaluation, except for insignificant discounted amountsaraian
receivables are measured at amortized cost using the \effatierest rate method
and gain or loss or interest income or expense is recognized ihgortafss upon
disposal, impairment or amortization.
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(CONT'D)

3. Financial assets at fair value through profit or loss

A financial asset is classified in this category if acegiiprincipally for the purpose
of selling or repurchasing in the short term, for which thereriscant pattern of
short-term profit taking, or as derivative financial instrumentsis Tcategory

comprises financial assets classified as held-for-tradmhdesignated as at fair
value through profit or loss on initial recognition.

A financial asset is classified as held-for-trading under onehef following
situations:

A. ltis acquired or incurred principally for the purpose of sellingepurchasing it
in the near term.

B. On initial recognition it is part of a portfolio of iden&@l financial instruments
that are managed together and for which there is evidenceeaeatractual
pattern of short-term profit-taking.

C. ltis a derivative (except for a derivative that is arfoial guarantee contract or a
designated and effective hedging instrument).

The Group designates financial assets, other than ones eldssifheld-for-trading,
as at fair value through profit or loss at initial recognition urmher of the following
situations:

A. Designation eliminates or significantly reduces a measant or recognition
inconsistency that would otherwise arise.

B. Performance of the financial asset is evaluated on a fair value basis
C. Hybrid instrument contains one or more embedded derivatives.

Financial assets in this category are measured at fair aaliretial recognition.
Attributable transaction costs are recognized in profit orassscurred. Financial
assets at fair value through profit or loss are measurératalue and changes
therein, which take into account any dividend and interest income, are recognized in
profit or loss.

Financial assets measured at fair value through profit oalutslesignated as such
at the time of initial recognition are classified as “finahassets measured at fair
value through profit or loss” in the condensed consolidated balanceGhapges in
fair value are recognized in profit of loss as “gain or losgimemcial assets and
liabilities measured at fair value through profit or loss”.

4. Held-to-maturity financial assets

Financial assets in which an entity has positive intention andyatul hold to
maturity are classified as hold-to-maturity financial asader initially acquired,
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(CONT'D)

these assets are measured at amortized cost using thvefigerest rate method
less impairment.

The effective interest rate method is a method calculatingitiartize cost and
interest revenue of these assets. An effective interestsrde rate that exactly
discounts estimated future cash receipts through the expe&edf liie financial
instrument to the net carrying amount of the financial instruments.

If an entity sells a held-to-maturity investment other than igmscant amounts or

as a consequence of a non-recurring, isolated event beyond its control that could no
be reasonably anticipated, all of its other held-to-maturity invests must be
reclassified as available-for-sale financial assets fier ¢urrent and next two
financial reporting years.

5. Available-for-sale financial assets

Available-for-sale financial assets are any non-derivditnascial assets designated
on initial recognition as available for sale or any other ingtnishthat are not

classified as loans and receivables, held-to-maturity invessroefinancial assets at
fair value through profit or loss.

Available-for-sale financial assets are recognized Ihjtiat fair value plus any
directly attributable transaction cost. Subsequent to initiadgmtion, they are
measured at fair value and changes therein, other than foreignayudiéferences

on available-for-sale debt instruments, interest income calculaied the effective
interest method, and dividend income, are recognized in other comprehensive
income. When impairment loss of available-for-sale financiatassescognized or
derecognized, the gain or loss accumulated in the fair value eeveequity is
reclassified to profit or loss.

Dividend income is recognized in profit or loss on the date thahtty’s right to
receive payment is established.

For investments in equity instruments that do not have a quoted madeeinpan
active market and which fair value cannot be reliably measa®dyell as for
derivatives that are linked to investments in equity instrumentshastibe settled by
delivery of such an unquoted equity instruments, those assetseasuned at
amortized cost and included in financial assets measured atne@stnhents which
fair value can be reliable measured in subsequent periods aresveetkat fair value
and the differences between their carrying amounts and faievalre recorded in
other comprehensive income.

6. Financial assets carried at cost

At initial recognition, the costs of the equity investments in aaxtive market are
valued at fair value plus the acquisition costs. These asset& caeasured at fair
value under one of the following conditions:

A. The variability in the range of reasonable fair value measmtsmis not
significant for that asset.
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B. The probabilities of the various estimates within the ramgebe reasonably
assessed and used when measuring fair value.

If a financial asset does not meet both above conditions, then it is carried at cost
7. Debt investments without active market

Debt investments without active market are debt investmentarenaiot quoted in
an active market and are with fixed or determinable paymenisitiat recognition,
debt instruments without active market quote are recognized aafae plus any
directly attributable transaction cost. Subsequent to initial retog, these debt
instruments are measured at amortized cost using the effective imetbsd.

8. Other financial assets

These are structured deposits, for which the Group has rightddot@ash or other
financial instruments from counterparties through the contractsctGred deposits
are recorded at cost as stated in the contracts, and thetimgtessare linked to
market rates and other financial benchmarks. Interest inconeothier recognized
after holding the structured deposits to maturity. Impairnoérgrincipals would
occur when investors of structured deposits redeem structured depefire
maturity date.

(b) Financial liabilities measured at fair value through profit or loss

Financial liabilities held-for-trading or designated on initedognition are classified as
financial liabilities at fair value through profit or loss.

Financial liabilities are classified as held-for-trading und@e of the following
situations:

1. Liabilities acquired primarily for the purpose of selling epurchasing in the short
term;

2. Part of a portfolio of identified financial instruments thatraenaged together and
for which there is evidence of a recent actual pattern of short-term @iahgt

3. Derivative financial liabilities, except for a derivative tiga financial guarantee
contract or a designated and effective hedging instrument; or

4. Obligations to deliver financial assets borrowed by a short seller.

Financial liabilities measured at fair value through profitossland those designated as
such at the time of initial recognition are recognized amaffcial liabilities measured at
fair value through profit or loss” in the condensed consolidated bakimeet. The
changes in fair value are recognized as “gain or loss on falaassets and liabilities
measured at fair value through profit or loss” in profit or loss.
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(©)

(d)

(€)

(CONT'D)

Fair value decision
Please refer to note (6), for the fair value of financial instruments andftemation
Derecognition of financial assets and liabilities

The Group derecognizes financial assets when the contragiiots af the cash inflow
from the asset are terminated, or when the Group transfers sisbistatitthe risks and
rewards of ownership of the financial assets.

When the Group conducts security lending or borrowing or uses bonds ks stc
collateral for transactions under repurchase agreement, it doekecmwnmission the
financial instruments because almost all the risk and rewalné aftnership remain with
the Group. When the Group executes securitization and part ofkhemains with the
Group, the financial assets are not decommissioned either.

When the Group derecognizes a financial asset, the differenwedrethe carrying
amount and the sum of the consideration received or receivable and any cumulative gair
or loss that is recognized in other comprehensive income is recognized in plagg.or

The Group derecognizes a financial liability when its comtilcobligation has been
discharged, cancelled, or expires.

Reclassification

Under IAS 39 as endorsed by the FSC, the following principles areeatloptcerning
the non-derivative financial assets:

1. No reclassification is made out of the fair value meastheough profit or loss
category while it is held or issued.

2. Noreclassification is made of any financial instrument otiteofair value measured
through profit or loss category if it was designated as at fair value redasmough
profit or loss at initial recognition.

3. Ifafinancial asset is no longer held for the purpose ohgedli repurchasing it in the
near term, it is reclassified out of the fair value measthmesugh profit or loss
category, but only in rare circumstances.

4. No reclassification is made of any financial instrument inéofair value measured
through profit or loss category subsequent to initial recognition.

5. If, as aresult of a change in intention or ability, it is no loageropriate to classify
an investment as held-to-maturity, it is reclassified as ablaHfor-sale and
remeasured at fair value, and the difference betweenritgrgaamount and fair
value is recorded in other comprehensive income.
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(f)

(9)

(h)

(CONT'D)

6. No reclassification is made of any financial assets astbehaturity if during the
current financial year or during the two preceding financiarsjeaore than an
insignificant amount of held-to-maturity investments were soldaassified before
maturity. Any remaining held-to-maturity investments are assified as
available-for-sale.

Offsetting

Financial assets and financial liabilities are offset anchétemount is presented in the
condensed consolidated balance sheet if, and only if, the Group h&g éedatceable
right to set off the recognized amounts and it intends eithertte eata net basis or to
realize the asset and settle the liability simultaneously.

Interest income

Except for financial assets and liabilities reported atvawe through profit or loss, all
interests of bearing financial assets and interest-befnagcial liabilities are accrued
using the effective interest rate method and are accountedifber@st revenue in profit.

Once a financial asset or a group of similar financisétshas been written down as a
result of an impairment loss, interest revenue is recognized tise interest rate to
discount the future cash flows for the purpose of assessing impairment.

Impairment of financial assets

1. Financial assets carried at amortized cost, loans and receivables
At each reporting date, a financial asset or a group of finaass#ts is assessed
whether there is objective evidence of impairment. A fireresset or a group of
financial assets is impaired when objective evidence demondinates loss event
has occurred after the initial recognition of the asset, andhbdbss event has an
impact on the future cash flows of the asset that can be estimated reliably.

Objective evidence that a financial asset or a group of fiabassets is impaired
includes:

A. Significant financial difficulty of the issuer or obligor;

B. A breach of contract, such as a default or delinquency irestter principal
payments;

C. The lender, for economic or legal reasons relating to thewer's financial
difficulty, granting to the borrower a concession that the lendmsldvnot
otherwise consider;

D. It becoming probable that the borrower will enter bankruptatteer financial
reorganization;
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E. The disappearance of an active market for that financiel bssause of the
issuer’s financial difficulties; or

F. Observable data indicating that there is a measurableadecn the estimated
future cash flows from a group of financial assets since thalirgitognition of
those assets, although the decrease cannot yet be identifietthevitidividual
financial assets in the group, including:

a. Adverse changes in the payment status of borrowers in the group; or

b. Changes in national or local economic conditions that correldte wi
defaults on the assets in the group

For impairment of financial assets, the Group makes judgrasmntswhether there is
any objective evidence of impairment that a financial asgetficantly declines in

its fair value below its cost or financial assets thanatendividually significant are
collectively assessed for impairment by grouping together. Asgets are
individually assessed and for which no impairment exists are grouped with financia
assets with similar credit risk statistics and collecyi\adsessed for impairment. In
contrast, assets that are individually assessed and for wipelrinent is recognized

or continuously recognized are excluded from above group assessment.

Whether the Group may obtain collateral or not, calculating net presiest of the
estimated future cash flows of the pledged assets reflecpodisédle cash flows of
collateral minus the acquisition costs and costs to sell.

Commencing from January 1, 2011, except for estimating the allowandad
debts arising from the impairment loss above, the allowance for doabtfalnts,
which is regulated under the “Guidelines for Handling Assessment of Assatss
Overdue, Receivable on Demand and Bad Debts by Insurance Ent&rgases
provided at the rate of 0.5% of the outstanding balance of CategorynOmeal
credit assets) credit asset’s claim minus the amount ofngerance loans and
premium loans. Allowance for bad debts is provided in full within 3rs/ea
commencing from January 1, 2011. The allowance for the other loans and
receivables is provided according to the historical accounts rgcexperiences,
clients’ credits, aging report of non-performing loans, and relepalities and
according to the category of each of the non-performing loans as shown below.

A. 2% of principal amount of non-performing loans under notice.

B. 10% of principal amount of non-performing loans with possible recovery.

C. 50% of principal amount of non-performing loans whose recovery is difficult.

D. 100% of principal amount of non-performing loans with no chance of recovery.
The amount of the allowance for doubtful accounts is decided based on the

aforementioned two methods, whichever results in higher allowanagdotdatful
accounts.
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2. Available-for-sale financial assets

When the decrease in the fair value of an available-forfadmcial asset is
recognized in other comprehensive income and an available-forsaheil asset
is considered to be impaired, the losses accumulated in theafag reserve in
equity are reclassified to profit or loss, even if the add-for-sale financial asset is
not derecognized yet.

In respect of available-for-sale equity securities, impairmiess previously
recognized in profit or loss is not reversed through profives.| Any increase in fair
value subsequent to an impairment loss is recognized in other comjpreliecsme
and accumulated under the heading of investments revaluation reseregpelct of
available-for-sale debt securities, impairment loss is subseguendrsed through
profit or loss if an increase in the fair value of the investnoant be objectively
related to an event occurring after the recognition of the impairment loss.

3. Financial assets carried at cost

When there is objective evidence that financial assets catmwedtaare impaired, the
loss amount is recognized in profit or loss and the impairmenisloss-reversible.

(i) Derivative financial instruments, including hedge accounting

Derivative financial instruments are measured at fair vaturgtial recognition and in the
subsequent period, and attributable transaction costs are recognjaediti or loss as
incurred. Fair value is determined using valuation techniques thatlepnsing quoted
prices in an active market, recent market price, discounted loasimbdels and option
pricing models. If the result of its valuation at fair value isitpes a derivative

instrument is classified as a financial asset, otherwise dassified as a financial
liability.

Embedded derivatives are separated from the host contract and addouseparately
if the economic characteristics and risk of the host contrachenehtbedded derivatives
are not closely related and the host contract is not measueadvaiiue through profit or
loss.

When a derivative instrument is designated as a hedging instruthe timing of its
recognition to profit or loss is determined based on the nature of hedgingrshabi

The Group designated certain derivative financial instrumentsdagnigeinstrument for
future cash flows of recorded assets and liabilities or expected transaction.

1. Cash flow hedges

When a derivative is designated as a cash flow hedge, the \affgxdrtion of
changes in the fair value of the derivative is recognized in aibiprehensive
income. Any ineffective portion of changes in the fair value ofdlgvative is
recognized as “gain or loss on financial assets and liaBilitieasured at fair value
through profit or loss” in the condensed consolidated statement of comginghe
income.
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If financial assets or liabilities are to be recognizedtdube forecast transactions,
the amount recognized in other comprehensive income is reclassipeafit or loss
as a reclassification adjustment in the same period as afseised or liabilities
beared resulting from the hedged cash flows affect profit ordoskin the same line
item in the condensed consolidated statement of comprehensive income.

If the hedging derivative expires or is sold, terminated, orcesest, or the hedge no
longer meets the criteria for cash flow hedge accounting, or the hedge desiggati
revoked, then hedge accounting is discontinued prospectively. In a discdntinue
hedge of a forecast transaction, the cumulative amount recognizechen ot
comprehensive income from the period when the hedge was effectaaaissified

from equity to profit or loss as a reclassification adjustnveimén the forecast
transaction occurs and affects profit or loss. If the forecassaction is no longer
expected to occur, then the balance in other comprehensive income is reclassified a
“gain or loss on financial assets and liabilities measurearatdlue through profit or

loss” in the condensed consolidated statement of comprehensive income.

2. Derivative financial instruments which do not conform to the aittor hedge
accounting

When a derivative is not held for trading, and is not designated inifyoquphedge
relationship, all changes in its fair value are recognized ohatedy in profit or loss.

The Group prepares an official document for hedge relationship, riskgeraerat
target and hedge strategy when the hedge commences. The dociseiesesl the
hedge instrument, relevant hedged items or transaction, the natbeerk that is
hedged and how to evaluate the effectiveness of the hedging askhfeom fair
value change when the hedging instrument offsets the hedged risksrohe
estimates the hedging instrument to be highly capable of ofiigdtie risk in the
beginning of and during the hedge and makes the impact of fair valuesdicaing
minor. The Group also evaluates the effectiveness of the hedgaucasly to
ensure that hedging instrument is highly effective during the hedgingsgroce

(H) Securities lending

The Group lends securities through the Taiwan Stock Exchange GRewpnue from
securities lending is determined based on the formula for catguthie pricing and bidding
of securities lending. Under this formula, the daily closingepattarget security is used to
multiply the amount of guarantee and transaction rate, so that the eucdne amount of
revenue from securities lending. This revenue is paid by the sesufitms when the
securities are returned.

(D Joint venture
Jointly controlled entity is an entity which is established asesult of a contractual
arrangement between the Group and other ventures to jointly control over its fipahcia

and operating policy. Consensus for all decisions must be obtainedheowentures. The
Group uses equity method to account for the jointly controlled entity.
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Lease
(a) Lessor

The lease, of which the Group has not transferred all of the nis&lbas the return of the
property right, is classified as operating leases. Thenatigirect costs, generated due to
negotiation and arrangement of operating leases, are recognizedaalslition of the
book value of leasing assets, and are accrued in their tenancies)@ppEysame method
of lease revenue accruing.

Lease income from an operating lease ought to be recogmizafit or loss on a
straight-line basis over the lease term unless another methbaettar represent the time
mode of the decreasing effectiveness for the usage of assetstives granted to the
lessee to enter into the operating lease are spread oveasizeterm on a straight-line
basis so that the lease income received is adjusted accordingly.

(b) Lessee

Payments made under an operating lease (excluding insurance ateharaie expenses)
are recognized as an expense on a straight-line basis overrthef the lease. Lease
incentives received are recognized and amortized on a straightdsis to decrease lease
expenses over the term of the lease.

Contingent rent is recognized as expense in the period in which it is incurred.
Investment property

Investment property (including construction-in-progress) is a propteaityis held either to
earn rental income or for capital appreciation or for both.

Part of the property could be owner-occupied, while the remaisimgjd either to earn rental
income or for capital appreciation. If part of property can be indillidsald, it is accounted
for under different accounting treatment. Owner-occupied propertgoiered by
International Accounting Standard No. 16 Property, Plant and Equipmen$ (L&)
endorsed by the FSC, and property held either to earn rentalerardor capital appreciation
or for both is covered by International Accounting Standard 40 Investmamerpr (“IAS
40") endorsed by the FSC. If part of property cannot be individually aodl owner-occupied
property is insignificant, it is accounted for as investment property.

At initial recognition, investment property is measured at cost i@dsides expenditure that
is directly attributable to the acquisition of the investment prgpefihe cost of
self-constructed investment property includes the cost of rawialatand direct labor, and
any other costs directly attributable to bringing the investnmeaperty to a working
condition for their intended use. Subsequent to initial recognition, meestproperty is
measured at cost less accumulated depreciation and accumulgtadment loses.
Construction-in-progress investment property is measured at costatzssnulated
impairment losses. The depreciation method, useful life and residiadtion are in
conformity with the guidelines of IAS 16 endorsed by the FSC.
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Subsequent expenditure is capitalized only when the inflow of the ecohemefits in the
future associated with the expenditure is probable and relevanaodse eneasured reliably.
On-going repairs and maintenance are expensed as incurred.

The impairment of investment property is assessed on the diffédbeheeen fair value and
book value, along with the other considerations. The fair value is lmséte evaluation
results of the independent appraiser.

When the use of investment property is changed, it is rectbsati carrying amount to
property, plant and equipment. The investment property is writtamhafh it is disposed or
no longer used and there is no future economic benefits arising fraisfiuesition thereof.
Gains (losses) on disposals of investment property are the diféebstween the proceeds
from the disposal and the carrying amount, and are recognized in profit or loss.

(L) Property, plant and equipment

Property, plant and equipment are measured at historical cosctrgaulated depreciation
and accumulated impairment losses. Historical cost includes etgenthat is directly
attributed to the acquisition of the asset.

Each part of an item of property, plant and equipment with a coss sighificant in relation
to the total cost of the item is depreciated separately, uhkesseful life and the depreciation
method of a significant part of an item of property, plant and equiparerthe same as the
useful life and depreciation method of another significant part of that same item.

Subsequent expenditure is capitalized only when it is probable thdutire economic
benefits associated with the expenditure will flow to the Group calvging amount of those
parts that are replaced is derecognized. On-going repairs and maatceeare expensed as
incurred.

Land is not depreciated. Other assets are depreciated uaightdine method. The estimated
useful lives for the current and comparative years of signifitamis of property, plant and
equipment are as follows:

(a) Buildings 3-55 years
(b) Transportation and communication equipment 5-6 years
(c) Computer and other equipment 3-8 years

Major components of property, plant and equipment comprise buildings, building
constructions, engineering constructions, elevator constructions, airicoaditonstructions,
and decoration constructions.

The residual value and useful lives of depreciable fixed asgets\aewed at each reporting
date. If expectations differ from the previous estimates, thegeh& accounted for as a
change in an accounting estimate. The gain or loss arisimgtifre derecognition of an item of
property, plant and equipment is determined on the difference betleemet disposal
proceeds, if any, and carrying amount of the item, and is recognized in profis.or los
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The property is reclassified to investment property at its carrying amuanant the use of the
property changes from owner-occupied to investment property.

(M) Superficies

(N)

(®)

The Group amortizes the superficies on a straight-line basighm/égrm of the contract and
records the superficies on the completion day of registration.

Reinsurance

The Group arranges the reinsurance business based on the business rbedrelated
insurance laws to limit the losses caused by certain eventsteiRsurance ceded business,
the Group cannot refuse to fulfill their obligations to insured evémeifreinsurer refuses to
fulfill its obligation.

Reinsurance assets, claims recoverable from reinsurers, eginsuweceivable and funds held
by ceding companies are periodically assessed for impairniethe feinsurance asset is
impaired, its carrying amount is reduced accordingly and impairioest thereon is
recognized in profit or loss. A reinsurance asset is impé#iradd only if there is objective
evidence that the Group may not receive all amounts due them undamikef the contract
as a result of an event that occurred after initial recagndf the reinsurance asset; and the
impact of that event to the amounts that the Group will receora the reinsurer can be
measured reliably.

The Group evaluates the effects of reinsurance with another inswiom insurance risks
are ceded. If reinsurance contracts only cede significant irgurasks (excluding the
underwriter risk and time risk), the reinsurance contract isusmted for using deposit
accounting. Under this deposit accounting, the insurance premium mirGitiEs retained
reinsurance premium (or fee) is recognized as a deposit asset oyliabilit

Changes in amount of the deposit component are charged to profit.otlts®sts arising
from the deposit component for the contracts which does not trangfaskor transfers the
timing risk only are recognized as interest income or expemseaculated based on the
effective interest rates which are determined by the estimatesuc# figsh flows.

Intangible assets

Intangible assets meeting the relevant recognition criéeeanitially measured at cost. The
cost of intangible assets acquired in business combinations arthaltie at the acquisition
date. Intangible assets with finite lives are amortized dragybt-line basis over their useful
lives; intangible assets with indefinite useful lives are mobréized. Most of the Group’s
identifiable intangible assets are with finite lives and they are revieagdreporting period
to assess whether future economic benefits have impaired or changed.

The Group selects the cost model to measure subsequent to acquigdingible assets with

indefinite useful life are assessed for impairment when theyeviewed each reporting
period or when there is an indication of impairment of an asset.
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(@) Goodwill

Goodwill is not amortized, but it should be tested for impairment annually or when ther
is an indication of impairment of goodwill.

(b) Computer software

The cost of computer software purchased is capitalized and amortized usgig-$trai
method over its useful life. The estimated useful life of computer softwaresia8.y

(P) Impairment — Non-derivative financial assets

At each reporting date or as circumstance changes, the @ssegses non-financial assets for
any indication of impairment in which the recoverable amount of agt &sdess than its
carrying amount. If the recoverable amount of an asset ishiassts carrying amount, the
difference between the recoverable amount and carrying amoenbgnized as impairment
loss. Assets are grouped together into the smallest group of fil#ati assets
(cash-generating unit) that generates cash inflows. Impairm&nistalso applied to an
individual asset when its fair value less selling cost or itseven-use can be reliably
measured. Impairment loss on non-financial assets (other than gpoeeabnized in prior
periods is assessed at each reporting date for any indications that the ldssrbased.

Impairment loss recognized in prior periods for assets other than goodwill issckifdigere
is indication that such impairment loss no longer exists or hasadecteThe carrying value
after the reversal should not exceed the recoverable amountaeprexiated or amortized
balance of the assets assuming no impairment loss was recognized in pods. peri

The recoverable amount of goodwill, an intangible asset with an indefinite lifgeefahd an
intangible asset that is not yet available for use are adgudssessed. If the recoverable
amount of any of these assets is lower than its carrying amoyoatirment loss is recognized.
An impairment loss in respect of goodwill is not reversed in subsequent years.

(Q) Statutory deposits

In accordance with the ROC Insurance Law, the Company deposittheiCentral Bank of
China an amount equal to 15% of its issued capital as guaranté® iftsurance business.
Fubon Life Insurance made these deposits in the form of government Wwhbiuls were
approved by the Ministry of Finance.

In accordance with the regulations of Vietnam, an insurance compdhgleghasit operation
guarantee to a local bank at an amount equal to 2% of its paigifal @nd accrue interest
income thereon at negotiated interest rate.-herantee deposit can only be utilized when
the liquidity is insufficient and is not refundable until the insurance company discantisiue
operation and its liquidation is completed.
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(R) Separate account insurance product

(S)

The Group is engaged in selling investment-linked insurance lidiee payment of
premiums, net of administrative expenses, is recorded in a sespacaunt and is used only in
the way agreed to by the insured. The assets in this separatmitare measured at market
value on valuation date. Net assets value is determined in acoeidimcelated government
regulations and TIFRS.

Regardless of whether or not the assets and liabilities fwdse insurance contracts or
investment contracts, such assets and liabilities are recasdédsets on insurance product,
separate account” and “Liabilities on insurance product, separate accountjvelpect

The income and disbursements recorded in the separate accountrisuthece product are
the total income and expense amount of insurance product which confoegdinition of
the insurance contract under IFRS 4 endorsed by the FSC andarkedeas ” Income on
Insurance Product, Separate Account and Disbursements on InsuradoetPSeparate
Account, respectively. Therefore, the net amount of premium of insuoduct which is
classified as insurance contract minus the preliminary charge and ac@magement fee is
recognized as income. The difference between the proceeds frdimpghsal and the original
cost of financial assets or the change in the fair value thereof isweedgn profit or loss.

The financial assets and liabilities arising from the insurane@ucts, separate account which
are classified as investment contracts, are evaluated basa&8@. [Therefore, the amount
collected or received is recognized as financial liabditand assets in separate account,
instead of revenue or expense, respectively. The difference dretive proceeds from the
disposal and the original cost of investment contracts or the chatigefair value thereof is
charged to “Reserve-Investment contract”, instead of profit or loss.

Insurance liability

The reserve for both the insurance contracts and the investmentctomiidn or without
discretionary participation feature of the Group determinesves&or insurance contracts in
accordance with the Regulations Governing the Provision of VariosserRe The
methodologies used to determine the reserve are certifieldebgpipointed actuary who is
authorized by the Financial Supervisory Commission Executive YuaepEfor the reserve

for short-term group insurance which shall be calculated on the gweemiums or the
premiums conforming to the rule prescribed in Tai Tsai Bao No 852367814 letter, whichever
is higher, the bases for determining other reserves or provision for lesbéite as follows:

(@) Unearned Premiums Reserve
Unearned premium reserves for effective insurance contrattisavierm below 1 year

and injury insurance contracts with a term over 1 year aralatdd based on the gross
premiums of the insurance contracts which do not matured yet on the balance sheet dats
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(b) Claim reserve

Claim reserve is provided based on the incurred but not reported claims and reported bu
unpaid claims. For reported but unpaid cases, the claim reservya®wacked based on

the actual claim case by case. For incurred but not repoatses,cthe reserves are
provided as follows.

1. Health insurance and life insurance with a term below 1 year:

The reserve is provided based on historical claim experiencesxagedses along
with the insurance types via the method conforming to actuarial principlelso&y:
Development Triangle Method).

2. Injury insurance

The reserve is provided based on historical claim experiencexpedses via the
method conforming to actuarial principles (eg: Loss Developmeandle Method).

(c) Liability reserve

The provision for future policy benefits is calculated in accordawih both the
modified method of article 12 of the Enforcement Rules of Insuranee dral the
calculation prescribed by the competent authority.

Starting from 2003, for effective insurance contracts which adoptdihielend
calculation formula prescribed under the Tai Tsai Bao No. 800484251 teéqiolicy
reserve is provided based on the currently reduced amount of dividend bguthed
offset between interest margin and mortality margin for lrg effective insurance
contracts.

Starting from 2012, in accordance with the Gin Guan Bao Tsai No. 1010250@&80 le
and Article 11 of Value-added and Non-value-added Business Tax lidiiliéy reserve
based on 3% of sales is provided for purposes of writing off overdue loansviding
allowance for bad debts when the percentage of overdue loans is lamel%. In
addition, in accordance with Article 19 of the “Reserving Requiresrfentinsurers”, the
recoverable amount of Special catastrophe reserve is accountedlérthe “Liability
reserve- Special catastrophe reserve recovered”.

(d) Special reserve

1. The special reserve provided for retention business with a témm i year is
divided into 2 categories, which are special catastrophe reseesgecial
risk-volatility reserve. The methods for providing these reserves fodass:

A. Special catastrophe reserve

A special catastrophe reserve covering all types of insurapoavisied at a rate
prescribed by the competent authority. For the actual catastrdpima c
exceeding $30,000, the excess amount is offset against speciatophias
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reserve. For special catastrophe reserve that remains outgtdodiover 15
years, it is written off based on the evaluation of an actuaryafied being
reported to the competent authority for inspection. The above-mentioned ne
provision of special catastrophe reserve, net of income tax pursuast i@, is
accounted for under special reserve of stockholders’ equity.

B. Special risk-volatility reserve

If the net amount of actual claim minus the related speciasttaphe reserve is
lower than the amount of expected claim, a special risk-vojatidiserve is
provided at a rate of 15% of the difference between the net ambactual
claim and the amount of expected claim.

If the net amount of actual claim minus the related speciasitaphe reserve is
higher than the expected claim amount, the difference is debitsgetmal
risk-volatility reserve. However, the amount and type of insuranceepogted

to the competent authority for inspection. If the total accumulatediainof the
special risk-volatility reserve is over 30% of the maturedtete premium of
the year for Fubon Life Insurance, and the total accumulated amoulné¢ of t
special risk-volatility reserve is over 60% of the maturedtete premium of
the year for Fubon Life Insurance, the excess is treated under realeimThe
balance for write down or reclaim, net of income tax, is ofigainst the special
reserve for risk-volatility of equity in accordance with 1AS 12.

The above-mentioned new provision of special reserve for risk-volatilitypfne
income tax pursuant to IAS 12, is accounted for under special resérve
stockholders’ equity.

2. The pre-bonus pre-tax income of participating life insuranceig®lgold by the
Group is assessed separately at the end of the year, in awoerdvith the
Regulations. The income and expense allocation of participating and
non-participating life insurance policies is also assessed accordirgdaitelines,
and is reported to the competent authority. Such income is crediigdieo
“special reserve - provision for bonus of participating policy”. Taserve is written
off on the date of bonus announcement. If this reserve is insufficieatjcatonal
“special reserve - provision for risk of bonus” is made to cover for the deficiency

(e) Premium deficiency reserve

For life insurance, health insurance, and annuities contractsl issnemencing from
January 1, 2001, whose contract period is longer than one year, a speuialnpre
deficiency reserve is provided based on the unpaid premiums deficfethe written
premiums are less than those used for providing policy reserves.

In addition, for effective insurance contracts with a term beloyear and insurance
contracts against injury with a term over 1 year, a premiuioieety reserve is provided

by type of insuranci the aggregate amount of unearned premium retention and expected
future premium revenue is less than the estimated potentialmesuckims and related
future expenses.
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() Liability adequacy reserve

Liability adequacy reserve is a reserve that is provided dependitige results of the
liability adequacy test prescribed under IFRS 4 endorsed by the FSC.

In accordance with the “Code of Conduct of Actuarial Practice uifelR6 4" as
pronounced by the Actuarial Institute of the Republic of China, théditygadequacy is
tested by product type group (or on the overall Company contrilctdir this liability
adequacy test, the net book value of the insurance liability minaetaeed acquisition
costs and relevant intangible asset is compared to the estimasethtpvalue of future
cash flow of the insurance contracts. If the net book value sstihes the estimated
present value of future cash flow of the insurance contracts, thieenlifference is
recognized as current loss.

Reserve for insurance with nature of financial instrument

In accordance with the “Regulations Governing the Provision abVaiReserves”, provision
for financial instruments without discretionary participationtdea is accounted for using
deposit accounting.

Reserve for foreign exchange fluctuation

Commencing from March 1, 2012, part of the special catastrophe resedvepecial
risk-volatility reserve covering all types of insurance ansferred to serve as the initial
balance of foreign exchange fluctuation reserve. Subsequent provisvarteooff of this
reserve is made in conformity with the “Guidelines of Foreigoharge Fluctuation Reserve
for Life Insurance Business”. Commencing from 2012, a speaalve in stockholders’
equity is also provided within 3 years, for similar amount trarsfefrom special catastrophe
reserve and special risk-volatility reserve. The amount provioieduich special reserve in
stockholders’ equity in the first-year shall not be less than org-#md the accumulated
amount of such special reserve for the first 2 years shall nes®¢han two-third both of the
transferred amount, net of tax. Additional provision for specialveserstockholders’ equity
is made for the cost saved from hedging, after providing foigiorexchange fluctuation
reserve. If the earnings of the year are not sufficient to allow provisidrsakserve, then it
is provided in subsequent years when there are sufficient earfigselated special reserve
is used for capital increase or for covering accumulatedidafiteast once in 3 years. In
accordance with Article 9 of the “Guidelines of Foreign Excharlgetuation Reserve for
Life Insurance Business”, if there are earnings, net of incamxefar the year, the Group
should recognize 10% of such earnings to special reserve, approttesl f@golution of the
shareholders.

Insurance contracts

An insurance contract is a “contract under which one party (theemsaccepts significant
insurance risk from another party (the policyholder) by agreéingcompensate the
policyholder if a specified uncertain future event (the insured pweiversely affects the
policyholder”. The Group defines significant insurance risk as\taatevhich might lead to
additional significant payment.
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An insurance contract with financial Instruments features mbeartontract is able to transfer
significant financial risk. Financial risk is the risksudting from possible changes in one or
more specified interest rate, financial instrument price, comm@dite, foreign exchange
rate, price index, tariff index, credit rating, credit indexotirer variable in the future. If the
previously stated variables are non-financial variables, then ttadhles do not belong to any
specific side of the contract.

Once a contract has qualified as an insurance contract, itn®@araiinsurance contract until
all rights and obligations are extinguished or expired, even uramee risk becomes
insignificant or non-existent. However, some contracts do notféraasy insurance risk to
the Group at inception, although they do transfer insurance risk at éifa¢. In those cases,
the contract is not considered an insurance contract until the risk transfer happens.

Insurance contracts and insurance contracts with financial insttsrfi@eatures can be further
classified as to whether they are insurance with discretiqraticipation feature or not.

Except for guaranteed benefits, a discretionary participatemrie is a contractual right to
receive. This right also has the following features as shown below,

(a) Likely to be a significant portion of the total contractual benefits;

(b) The additional payments or timing of distribution belong to the Gsodigcretionary
participation and

(c) The additional payments are contractually based on:
1. the performance of a specified pool of contracts or a specified type of ¢pntrac
2. return on investment of specific asset portfolio, or
3. The profit or loss of the Group, fund or other entity.
An embedded derivative is accounted for separately from the hosacowhen it is not
closely related to the host contract, and the contract is meagudeadvalue through profit or
loss. If the embedded derivative conforms to definition of an insuranceacrihe Group
need not recognize it separately, except when the entire dostr@easured at fair value
through profit or loss.
Revenue recognition
(&) Premium income and policy acquisition cost
For insurance contracts and financial products with discretioraticipation feature,
the first and the subsequent period premium is recognized as reVieelni¢he insurance
underwriting process is complete and the date for premium paymdoei The policy

acquisition costs, such as commission expenses, are recognipectasexpenses when
the insurance contract becomes effective.
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Premiums on insurance contracts, which do not belong to investment-indtgdnce
and which are classified as financial products without discretioraatigipation feature,
are recognized as “provision for insurance contracts with fingor@duct features”. The
insurance acquisition costs are offset against “provision for inseiraontracts with
financial product features” when the insurance contracts become effective

Premiums oninsurance contracts, which belong to investment-linked insurance and
which are classified as financial products without discretioparticipation feature, are
recognized as “Liabilities on Insurance Product — Separate A¢cmett of related
expenses such as the front-end load and investment administratioe séaige. The
insurance acquisition costs relating to investment administrationcegerincluding
commission expenses and additional charges for the issuance of neactsordre
recognized as “deferred acquisition costs”.

Accounting for service charge on investment-linked insurance conttadsified as
financial products without discretionary participation feature.

The service charges normally collected from the policyholdensidrance contracts,
which do not belong to investment-linked insurance and which ardfieldsss financial
products non- discretionary participation feature, include contract atraiive charge,
investment administrative charge, rescinding charge and otheese Téharges are
recognized as revenue upon collection. When the Group receive cameice charge
which makes them obligated to provide future service (ex: front-enl), |tas service
charge is initially treated as a deferred revenue ancognized as revenue when the
service is provided.

(X) Employee benefits

(@)

(b)

Defined contribution plans

Obligations for contributions to defined contribution pension plans arenmigengas an
employee benefit expense in profit or loss in the period duringhwbgrvices are
rendered by employees.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other thasefined
contribution plan. The Group’s net obligation in respect of defined benefit pension plans
is calculated, performed annually by a qualified actuary usiegprojected unit credit
method, separately for each plan by estimating the amountitofef benefit that
employees have earned in return for their service in theruand prior periods; that
benefit is discounted to determine its present value. Any unre@abpéast service costs

and the fair value of any plan assets are deducted.

When the benefits of a plan are improved, the portion of the increased benéfid telat
past service by employees is recognized in profit or loss traiglg-line basis over the
average vesting period until the benefits become vested. To #m éxat the benefits
vest immediately, an expense is recognized immediately in profit or loss.
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All actuarial gains and losses at January 1, 2012, the date ofitnansi TIFRS, were

recognized in retained earnings. All actuarial gains and l@ss#sg subsequently from
defined benefit plans are recognized in other comprehensive inconttee €atent that

the benefits vest immediately, prior service costs are neved immediately. Others are
amortized on a straight-line basis over the average period untbethefits become

vested.

Gains or losses on curtailment or settlement of a defined bplaefiare recognized when
the curtailment or settlement occurs. The gain or loss on cuetailcomprises any

resulting change in the fair value of plan assets, chandeipresent value of defined
benefit obligation and any related actuarial gains or lossepasidservice cost not
previously recognized.

Pension cost for an interim period is calculated on a year-&dukgis by using the
actuarially determined pension cost rate at the end of prior falayear, adjusted for

significant market fluctuations since that time and for sigaift curtailments,

settlements, or other significant one-off events.

Terminated benefits

Termination benefits are recognized as an expense when the Grargmmitted
demonstrably, without realistic possibility of withdrawal, to anfal detailed plan to
either terminate employment before the normal retirementalate provide termination
benefits as a result of an offer made to encourage voluntary redundancy.

Short term employee benefits

Short-term employee benefit obligations are measured on an undigstbaste and are
expensed as the related service is provided.

(Y) Income Taxes

(@)

(b)

Current taxes

Income tax expense for the interim reporting period is beshasd by multiplying
pretax income for the period with the effective annual tax aatdorecasted by the
management. This is recognized fully as tax expense for thentperiod. In accordance
with Income Tax Act, the Group recognized a 10% surtax on their tibdied retained
earnings based on the consolidated income tax return, approved bydlwioe of the
shareholders. Adjustments of taxes payable from previous ye@s
recognized as current taxes.

Deferred taxes

Deferred tax assets and liabilities should be measurbd &t rates that are expected to
apply to the period when the asset is realized or the lialslggttled, based on tax rates
or laws that have been enacted or substantively enacted by thetleadepforting period.
Differences between the carrying amount and tax base ofsaasdt liabilities are
recognized as deferred taxes, such as valuation of financialinresits (including
derivative financial instruments) and the appropriation of reserveeiosion and other
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post-employment benefits reserve, etc. Differences areenognized as deferred taxes
as arising from initial recognition of goodwill or the initialcognition of an asset or
liability other than in a business combination which, at the timbeofransaction, does
not affect the accounting or the taxable profit

Deferred tax liabilities generally recognize for akable temporary differences and
deferred tax assets recognize for deductible temporary diffese unused tax losses and
unused tax credits to the extent that it is probable that tapabii will be available
against which the deductible temporary differences can be utilized.

Temporary differences arising from investment in subsidiaresgycgates, branches and
joint ventures are recognized as deferred liabilities unless the erditye to control the
timing of the reversal of the difference and it is probablettieateversal will not occur in
the foreseeable future.

In accordance with Article 49 of the Financial Holding Group,Abe Group’s parent
company and its qualifying subsidiaries have opted to file consedidatome tax return and
pay a 10% surtax on their undistributed retained earnings based congwidated income
tax return.

Earning per share

Earnings per share (EPS) is computed based on net income (ordisigd by the
weighted-average number of common shares outstanding during the péeodumber of
units in circulation as a result of retained earnings or dagqitalus transferred to capital is
calculated by retroactive adjustments.

(AA) Segment information

Operating segment is the component of The Group that engages insbusttigities from
which it may earn revenues and incur expenses (including revandesxpenses relating to
transactions with other components of The Group). The result of opessgment is
regularly reviewed by The Group’s chief operating decision mikarake decisions about
resources to be allocated to the segment and assess its padernbiscrete financial
information is available is from operating segment.

(AB) Comparative information

Except for the International Financial Reporting Standards ertidngehe FSC allow or
regulate, the Group discloses prior comparative information relatatl turrent reported
amounts. While changes in accounting policies or reclassificatiam,agetated comparative
information has been adjusted in order to compare with current financial information.
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MAJOR SOURCES OF ACCOUNTING ASSUMPTIONS, JUDGMENTS AND
ESTIMATION UNCERTAINTY

The preparation of the consolidated financial statements requarsgement to make judgments,
estimates and assumptions that affect the application of therdoty policies and the reported
amount of assets, liabilities, income and expenses. Actual results mayrdifighese estimates.

The estimates and underlying assumptions, reviewed on an ongoing t&sisc@nformity with
IFRSs (endorsed by FSC).

(A) Major judgments that affect the application of the accounting policies

Except for judgments involved with accounting assumptions and estir(ratier to (B)
below), major judgments that affect the reported amount are as follows:

Classification of financial assets

Management should make judgments about classification of finandatsasof which
different classification could affect accounting calculation,rfaial position, and financial
performance.

(B) Major sources of accounting assumptions and estimation uncertainty

Major sources of accounting assumptions and estimation uncertaintyy arel expected to
have an effect in future periods, are as follows:

(@) Impairment losses on loans

The Group review loan portfolios to assess impairment periodidallgetermining
whether an impairment loss should be recorded in the income staténeeGroup make
judgments as to whether there is any observable data indicatirnlydireis a measurable
decrease in the estimated future cash flows from a portfolimaok|before the decrease
can be identified with an individual loan in that portfolio. This evigen@y include
observable data indicating that there has been an adverse ah#mgpayment status of
borrowers (e.g. payment delinquency or default), or economic conditionsothelate
with defaults on assets. The management uses estimates basestooicahiloss
experience for assets with credit risk characteristics amdlg evidence of impairment
similar to those in the portfolio when estimating expected futash dlows. The
methodology and assumptions used for estimating both the amount anddfrfutigre
cash flows are reviewed regularly in order to decreasdittegence between estimated
loss and actual loss.

(b) Fair value of financial instruments

The fair value of non-active market or non-quoted financial instrumerdstermined
using valuation techniques. Such fair value is based on obsenatidleofdsimilar
financial instruments or valuation model. If there are no obserwadilieet parameters,
the fair value of financial instruments is evaluated based on appeoasisumptions. |If
fair value is determined by the valuation model, the model is calibrateduceethat all
output data and the results reflect the actual market price.valogtion model use only

-35-



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(©)

(d)

(€)

(f)

(CONT'D)

observable data as much as possible. Regarding credit risk (pappaet the risk of the
counterparty), management should estimate the variation and rglafilease refer to
Note 6 (W) for the sensitivity analysis of financial instruments.

Income tax

The Group pays R.O.C income taxes. Because the assessmansactions and related
calculations by the R.O.C. tax authority and the Group may differe they be
uncertainty in income taxes. The Group recognizes income taxes famcedencome
taxes based on its evaluation of possible additional income kabityialf the originally
recognized amount differs with the final tax payment, the diffiggenay impact current
income tax and deferred tax items.

Differed tax assets are subject to the extent that firabable that the temporary
difference will reverse in the foreseeable future and thathtie profit will be available

against which the temporary difference will be utilized. If sastimate assumption of
probable profit changes, the Group will adjust its amount of deferxemstet related to

this change.

Retirement benefit

When calculating the present value of the defined benefit obligatienGGtoup must
make judgments and estimates to determine actuarial assumgtitims end of the
reporting period, such as discount rate and expected return on plan ldssst actuarial
assumptions changes, it may significantly affect the amount of define benigftioioi.

Classification of insurance contract and the test of transferrindicagt insurance risk

The Group shall identify whether the policies it issued undertakeaimseirisk and other
risks and judge whether the risks can be separated and calcrdapectively. The
judgment will affect the classification of insurance contrdataiddition, the Group shall
make significant judgment about whether the insurance risks amefdrred by the
policies issued, whether there is commercial substance of tisteraf risk and whether
the insurance risk transferred is material. Test of tramsfesignificant insurance risk is
then executed. The result of the judgment will affect the iélzeson of insurance

contracts.

The identification of insurance contract components and the classificof insurance
contracts will affect the revenue recognition, liability measent and presentation of
the financial statements of the Group.

Insurance liability and provision for investment-linked insurance contracts

The Group measure insurance liabilities in accordance withuigegns Governing the
Provision of Various Reserves”.

Provision of life insurance liability reserve applies lock-iswuasption, under which

fixed interest rate at the time the policy is issued, insteaent interest market rate, is
used for providing this reserve.
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Reserve for unearned premium is calculated according to the negpective insurance,
and is decided by the actuary based on the characteristic of respectivedasura

Claim reserve is estimated by Loss Development Triangladdef he final claim cost is
calculated using primary assumptions including claim developmeiot faisd expected
claim rate. The claim development factor and the expecteu cie are based on the
historical claim experience and adjusted by the Group policgriastich as charge rate
and claim management.

The estimation of liability adequacy test follows the “CodeCohduct of Actuarial

Practice for the Statements of Financial Accounting Standéod®)” pronounced by the
Actuarial Institute of the Republic of China. The estimated pressoe of the future

cash flow of insurance contract when the Group assesses ligoiétyuacy reserve is
based on the reasonable estimate of future insurance payment, preswenue and

relevant expenses. Please refer to note 6 (P).

The professional judgment applied to the above mentioned liabilityati@h process
will affect the amount recognized for net change in insuraiatdity, net change in
investment-linked insurance contract, insurance liability and provisfon
investment-linked insurance contract.

(g) Reinsurance reserve assets
Reinsurance reserve assets include unearned premium reserveQpifovissinsurance
ceded, liability reserve ceded, premium deficiency reservedcadd liability adequacy
reserve ceded. The above mentioned reinsurance assets asedicuhccordance with
the rules of “Regulations Governing the Provision of Various Restarel “Notice for

the Recognition of Liability Reserve on the Balance Sheet éole@ Insurance Over 1
year For Life Insurance Business”

(6) DETAILS OF MAJOR ACCOUNTS

(A) Cash and cash equivalents

The details of this account were as follows:

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
Cash on hand $ 27,560 27,254 26,646 26,480
Cash in bank 103,234,305 125,800,753 158,776,359 165,731,318
Cash equivalents 52,247,176 40,748,225 74,845,945 59,003,197
Less: Statutory deposit (18,827) (18,338) (18,800) (26,425)
Total $ 155,490,214 166,557,894 233,630,150 224,734,570

The statutory deposit refers to the time deposit that servedllateral and is recognized as
guarantee deposits paid. Please refer to Note (8) “pledgetsasor further information.

Time deposits with maturities of one year or less from the sitigmi date, which meet
short-term cash commitments rather than for investment or otheogms and are readily
convertible to a known amount of cash and be subjected to an insignificant risk of changes ir
value, qualify as cash and cash equivalents.
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(&) The details of the financial assets were as follows:

1. Financial assets at fair value through profit or loss

Domestic government
bonds
Convertible bonds

Foreign structured notes

Cross currency swaps
Forward exchange
contracts

Foreign exchange swaps

Total

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
$ 923,705 - - -
. - 49,800 49,225

- - - 176,310

133,831 207,639 126,672 90,271
333,855 220,622 112,694 391,024

39,421 3,185,826 877,355 1,141,223

$ 1,430,812 3,614,087 1,166,521 1,848,053

2. Available-for-sale financial assets

Domestic investments
Treasury securities
Stock of listed

companies
Government bonds
Corporate bonds
Financial bonds
Emerging stocks
Beneficiary certificate
Asset securitization

beneficiary

certificate

Foreign investments
Stocks
Government bonds
Corporate bonds
Financial bonds
Beneficiary certificate

Sub-total

Less: Accumulated

impairment
Statutory deposits
Total

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
$ 207,398 206,676 4,995,158 -
225,812,487 191,822,205 164,576,906 134,033,597
422,471,810 422,672,570 285,982,313 269,268,068
58,740,063 61,600,006 57,829,943 53,285,033
44,927,285 40,785,178 31,477,547 30,429,597
1,726,846 1,719,177 1,782,783 1,769,405
66,036,925 34,713,412 35,869,940 28,787,939
1,540,000 1,540,000 1,540,000 1,540,000
38,104,169 25,359,751 19,934,525 8,622,236
65,401,721 105,514,851 46,715,331 33,101,526
165,687,730 106,377,903 78,941,454 85,393,550
94,811,842 99,896,659 84,476,359 74,128,229
161,997,811 176,357,368 68,788,362 31,660,304
1,347,466,087 1,268,565,756 882,910,621 752,019,484
(1,289,236) (1,366,817) (1,237,915) (1,237,915)
(5,897,156) (6,159,289) - -
$ 1,340,279,695 1,261,039,650 881,672,706 750,781,569

As of August 31, 2012, held-to-maturity financial assets wereassified as
available-for-sale financial assets. Please refer to Note (6) (B)-6.

3. Hedging derivatives assets

December 31,
2012
336,989

June 30, 2013
Interest rate swaps $ 276,369

June 30, 2012
377,940

January 1, 2012
401,765

-38 -



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(CONT'D)

Financial assets at cost

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012

Stock investments $ 1,133,678 1,207,211 1,245,192 1,307,534

Less: Accumulated (91,829) (127,572) (80,965) (79,868)
impairment

Total $ 1,041,849 1,079,639 1,164,227 1,227,666

Stock investments held by the Group with no quoted market price antl felnic
value cannot be reliably measured, are stated at cost.

Bond investments without active market

December 31,

June 30, 2013 2012 June 30, 2012 January 1, 2012

Domestic investments

Corporate bonds $ - - 1,101,452 1,103,017

Financial bonds 6,172,521 8,357,508 8,842,522 10,228,443

Asset securitization 6,347,792 6,344,414 6,340,980 8,352,752

beneficiary

certificate

Preferred stock 1,000,000 1,000,000 5,200,384 5,200,384
Foreign investments

Corporate bonds 2,914,380 2,563,685 1,519,583 1,537,416

Financial bonds 6,014,250 6,400,389 6,575,784 6,662,059

Zero-coupon bonds 257,726,384 226,764,864 196,246,373 152,576,194

Structured notes - - - 5,148,842

Real estate mortgage 44,903,962 47,766,082 52,673,195 55,274,134

bonds

Assets-backed 3,517,078 5,603,118 7,433,204 8,279,138

securities

Preferred stock - - 132,291 132,291

Negotiable certificates 16,103,923 15,540,529 15,692,255 15,112,161

of deposit

Subtotal 344,700,290 320,340,589 301,758,023 269,606,831
Less: Accumulated (2,326,178) (2,448,263) (3,342,081) (3,455,792)
impairment
Total $ 342,374,112 317,892,326 298,415,942 266,151,039

If there is objective evidence that the estimated future césh bf the
principal-repaid structured notes held by the Group would decreas&rtup
recognize impairment loss on the structured notes, and the intexasted from the
structured notes which add up the value of the structured notes is mszb@isi
reversal of impairment loss.

For the second For the second For the six For the six

quarter ended quarter ended months ended months ended

June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012
Reversal of impairment $ 72,217 52,541 113,549 109,095

loss on assets
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6. Held-to-maturity financial assets

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
Domestic investments

Government bonds $ - - 117,949,181 118,190,967

Corporate bonds - - 1,000,000 3,000,000
Foreign investments - -

Government bonds - - 72,634,896 73,816,441
Subtotal - - 191,584,077 195,007,408
Less: Statutory deposits - - (4,123,209) (3,949,963)
Total $ - - 187,460,868 191,057,445

On August 17, 2012, the Group’s board of directors passed a resolution inoorder t
avoid the spread of European debt crisis having impact on théyqfalvestment
portfolio and the efficiency of risk diversion, to decrease the inflaeof risk
fluctuation that changes the intention of holding securities tanigtand to raise
flexibility in investment management. Held-to-maturity finahciassets of
$191,943,118 were reclassified to available-for-sale assets, whiemveaisured at

fair value.

7. Other financial assets

December 31,

June 30, 2013 2012 June 30, 2012 January 1, 2012
Futures deposits $ 7,394 7,388 7,382 7,377
Structured deposits 43,350,638 39,544,867 38,111,990 22,919,556
Deposit Reservation for 6,495 - - -
Balance
Total $ 43,364,527 39,552,255 38,119,372 22,926,933

8. Financial liabilities at fair value through profit or loss

December 31,

June 30, 2013 2012 June 30, 2012 January 1, 2012
Derivatives
Forward exchange $ 302,914 170,567 329,395 382,617
contracts
Cross currency swaps - 64 - -
Foreign exchange 4,015,404 656,315 2,386,377 3,419,533
swaps
Interest rate swaps - 696,737 820,925 250,585
Total $ 4,318,318 1,523,683 3,536,697 4,052,735

9. Hedging Derivative Liabilities

December 31,
June 30, 2013 2012 June 30, 2012 January 1, 2012
Interest rate swaps $ 17,453 - - -
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10. Loans
December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
Life insurance loans $ 40,629,777 40,057,402 39,571,979 39,290,038
Premium loans 6,988,089 6,719,135 6,519,999 6,470,188
Secured loans 44,836,213 37,609,387 34,609,666 33,675,693
Overdue receivables 6,866 15,188 6,165 11,208
Less: Allowance for bad (230,594) (198,050) (179,485) (176,863)
debts
Total $ 92,230,351 84,203,062 80,528,324 79,270,264

The changes of allowance for bad debts were as follows:

For the six months For the six months

ended ended
June 30, 2013 June 30, 2012
Beginning balance $ 198,050 176,863
Add: Current bad debt expense 34,572 2,622
Recovered 1,500 -
Less: Write-off (3,528) -
Ending balance $ 230,594 179,485

(b) The details of the market values of investments which lagefor investment purpose
by the discretionary investment trust fund were as follows:

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
Cash and cash equivalents $ 10,028,904 17,869,513 4,813,648 2,759,656
Stock of listed companies 2,495,710 2,262,934 1,499,214 909,686
Domestic government bonds 37,488,797 37,692,717 37,757,424 40,797,531
Foreign stock 3,178,686 1,530,536 1,382,004 1,326,340
Foreign financial bonds 5,054,911 1,876,560 - -
Foreign corporate bonds 45,013,358 13,641,737 - -
Total $ 103,260,36 74,873,99° 45,452 ,29( 45,793,21:

The limit of other discretionary investment agreements:
(Unit:thousands dollor)
NTD 44,862,552 42,000,000 42,000,000 43,000,000

usD 3,600,000 1,050,000 50,000 50,000

(c) Structured deposits held by the Group are linked to government bahds put option
embedded therein. Interest revenues are calculated at a fie@dtran the contract. The
deposit contracts are recorded at cost, and the interest reliene®f is calculated at the
normal market rate plus finance index (rate of bonds, exchange, aegcamarket rate of
commercial paper , London Inter Bank offered Rate (Libor)), aodstant Maturity
Swap (CMS).

(d) Structured bonds are recorded at cost, and the rate of bonds iddittked.ibor of 3~6
months, mutual fund dealing foreign exchange transactions, and ConstantyvSwap
(CMS). Interest income is recognized as earned; the iseti@nds are international
banks with good credit rating.
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(e) Available-for-sale financial assets, financial assetest, and bond investments without
active market are regularly evaluated for impairment byievdng the investee
companies with or without objective evidence of impairment losses. rételar
impairment evaluation resulted in the recognition and reversal phiiment loss as

follows:

For the second For the second
quarter ended quarter ended
June 30, 2013 June 30, 2012

For the six For the six
months ended months ended
June 30, 2013 June 30, 2012

Impairment losses :

Financial assets at cost $ - (2,241) (2,097)
Reversal of impairment losses :
Bond investments without 72,217 113,549 104,317
active market
Total $ 72,217 111,308 103,220
December 31,
June 30, 2013 2012 June 30,2012 January 1, 2012

Accumulated impairment losses $ 3,707,243

4,660,961 4,773,575

(C) Derivatives and hedging accounting

() Derivatives

1. The details of the derivatives were as follows:

June 30, 2013

December 31, 2012

Book value Principal Book value Principal
Derivative assets(liabilities)
Forward Exchange Contracts $ 30,941 45,263,850 50,055 47,922,577
Foreign Exchange Swaps (3,975,983) 458,117,525 2,529,511 452,462,855
Cross Currency Swaps 133,831 207,575 3,255,849
Interest Rate Swaps 258,916 (359,748) 17,554,400
Total $ (3,552,295) 516,131,269 2,427,393 521,195,681

June 30, 2012

January 1, 2012

Book value Principal Book value Principal
Derivative assets(liabilities)
Forward Exchange Contracts $ (216,701) 42,916,569 8,407 59,606,657
Foreign Exchange Swaps (1,509,022) 364,670,958 (2,278,310) 328,438,332
Cross Currency Swaps 126,672 90,271 3,226,805
Interest Rate Swaps (442,985) 20,850,000 151,180 11,958,000
Total $ (2,042,036) 431,664,332 (2,028,452) 403,229,794

Included among of the derivatives above were devea belonging to discretionary

investment as follows:

June 30, 2013

December 31, 2012

Book value Principal

Book value Principal

Forward Exchange Contracts  $ -

June 30, 2012

January 1, 2012

Book value Principal

Book value Principal

Forward Exchange Contracts $ 14,429

32,670 1,028,522
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2. Derivatives were accounted for as follows:

Financial assets at fair value
through profit or loss
Financial liabilities at fair
value through profit or loss
Hedging derivatives assets
Hedging derivatives liabilities
Total

Financial assets at fair value
through profit or loss
Financial liabilities at fair
value through profit or loss
Hedging derivatives assets
Total

Financial assets at fair value
through profit or loss
Financial liabilities at fair
value through profit or loss
Hedging derivatives assets
Total

Financial assets at fair value
through profit or loss
Financial liabilities at fair
value through profit or loss
Hedging derivatives assets
Total

June 30, 2013

Cross Interest Forward Foreign
Currency Rate Exchange Exchange
Swaps Swaps Contracts Swaps Total
$ 133,831 - 333,855 39,421 507,107
- - (302,914) (4,015,404)  (4,318,318)
- 276,369 - - 276,369
- (17,453) - - (17,453)
$ 133,831 258,916 30,941 (3,975,983)  (3,552,295)
December 31, 2012
Cross Interest Forward Foreign
Currency Rate Exchange Exchange
Swaps Swaps Contracts Swaps Total
$ 207,639 - 220,622 3,185,826 3,614,087
(64) (696,737) (170,567) (656,315) (1,523,683)
- 336,989 - - 336,989
$ 207,575 (359,748) 50,055 2,529,511 2,427,393
June 30, 2012
Cross Interest Forward Foreign
Currency Rate Exchange Exchange
Swaps Swaps Contracts Swaps Total
$ 126,672 - 112,694 877,355 1,116,721
- (820,925) (329,395) (2,386,377)  (3,536,697)
- 377,940 - - 377,940
$ 126,672 (442,985) (216,701) (1,509,022)  (2,042,036)
January 1, 2012
Cross Interest Forward Foreign
Currency Rate Exchange Exchange
Swaps Swaps Contracts Swaps Total
$ 90,271 - 391,024 1,141,223 1,622,518
- (250,585) (382,617) (3,419,533)  (4,052,735)
- 401,765 - - 401,765
$ 90,271 151,180 8,407 (2,278,310)  (2,028,452)
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As of June 30, 2013 and December 31, 2012, derivative financial instruments did not
belong to discretionary investment. As of June 30 and January 1, 2012,iderivat
financial instruments belonging to discretionary investment were as follow

June 30, 2012

Cross Interest Forward Foreign
Currency Rate Exchange Exchange
Swaps Swaps Contracts Swaps Total
Financial assets at fair value  $ - - 20,365 - 20,365
through profit or loss
Financial liabilities at fair value - - (5,936) - (5,936)
through profit or loss
Total $ - - 14,429 - 14,429
January 1, 2012
Cross Interest Forward Foreign
Currency Rate Exchange Exchange
Swaps Swaps Contracts Swaps Total
Financial assets at fair value  $ - - 37,772 - 37,772
through profit or loss
Financial liabilities at fair value - - (5,102) - (5,102)
through profit or loss
Total $ - - 32,670 - 32,670

3. Forward exchange contracts, foreign exchange swaps, intéeesivers, and Ccross
currency swaps are contracted primarily to hedge againstaege risk from
foreign-currency denominated investments. This hedging stratemyeisded to
avoid most market exposure risk from interest rate fluctuation.

4. The deposits with customers’ margin accounts for dealing futtaesactions were
accounted for as other financial assets, please refer to nB)¢&J( However,
there was no futures transaction for the six months ended June 30, 2013 and 2012.

5. For the second quarter and six months ended June 30, 2013 and 2012, the valuatic

of financial instruments based on fair value resulted in gains of $2,80@n@dosses
of $3,338,540, 5,831,038 and 62,689, respectively, and accounted for as financial
assets or liabilities at fair value through profit or loss.

(b) Hedge accounting

1.

Cash flow hedge

The assets and liabilities of the Group bear floating inteetst This exposes the
Group to the risk that the future outflow of those assets and liebnitll fluctuate
due to the change in market interest rate. As the Group edsibst the potential
risks could be significant in the future, and its subsidiary intee¢e swaps were
contracted for hedging purposes.
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The cash flow hedged items and derivative financial instrumenthddging
purposes were as follows:

June 30, 2013

The forecast period wher
related income/loss

Hedging Fair value of hedging The forecast period wher recognized in the income
Hedged item instrument instrument related cash flows occur statement
Floating corporate bonds Interest rate swa @ $ 258,916 2013.07.15~2020.03.28 2013.07.24~2020.03.28
floating collateral loans contracts
December 31, 2012
The forecast period wher
related income/loss
Hedging Fair value of hedging The forecast period wher recognized in the income
Hedged item instrument instrument related cash flows occur statement
Floating corporate bonds Interest rate  swa $ 336,989 2013.01.24~2017.12.25 2013.01.24~2017.12.25
floating collateral loans contracts
June 30, 2012
The forecast period wher
related income/loss
Hedging Fair value of hedging The forecast period wher recognized in the income
Hedged item instrument instrument related cash flows occur statement
Floating corporate bonds Interest rate  swa $ 377,940 2012.07.24~2017.12.25 2012.07.24~2017.12.25
floating collateral loans contracts
January 1, 2012
The forecast period wher
related income/loss
Hedging Fair value of hedging The forecast period wher recognized in the income
Hedged item instrument instrument related cash flows occur statement
Floating corporate bonds Interest rate  swa $ 401,765 2012.01.30~2017.12.25 2012.01.30~2017.12.25
floating collateral loans contracts

The gain or loss arising from the cash flow hedging was rezedras an adjustment of
equity were listed as follows:

December 31,

Iltems June 30, 2013 2012 June 30,2012 January 1, 2012

Current adjustment for equity $ (78,073) (64,776) (23,825) 97,943
Shareholders' equity

Non- financial liabilities $ (13,272) (11,012) (4,050) 16,650

transferred from
shareholders’ equity
(recognized as deferred
income tax liabilities)

Investments accounted for using equity method
Interest in significant joint ventures of the Group is as follows:

In 2010, the Group invested in subsidiary Fubon Property & Casualty Insi@andetd. in
China through Fubon Insurance Co., Ltd. This subsidiary has a regjistgriéal of RMB 400
million (US$ 58,580 thousands), obtained government approval to establish amlSsié,
2010 and acquired its business license on October 8, 2010. In September, 2Gduthe
signed a joint venture contract with related parties, Fubon Praf&asualty Insurance Co.,
Ltd. and Xiamen Port Holding Group. Under this joint venture contract, FRbaperty &
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Casualty Insurance Co., Ltd. will increase its capital stoakpab RMB100 million, which
will be acquired entirely by Xiamen Port Holding Group. This capital aszevas approved
by China Insurance Regulatory Commission on August 16, 2013. The recorcrdtte f
capital increase was set on August 16, 2013. As of June 30, 2013 and Dezndbee 30,
and January 31, 2012, respectively, the shares of Fubon Property &t assaiance Co.,
Ltd., which the Group held, accounted for 50% of the total shares outstahkefinancial
information of Fubon Property & Casualty Insurance Co., Ltd. was as follows:

December 31,

June 30, 2013 2012 June 30, 2012 January 1, 2012
Assets $ 3,180,954 2,554,647 2,000,270 1,990,127
Liabilities $ 2,307,911 1,411,206 630,932 420,681

For the second For the second For the six For the six

months ended
June 30, 2012
201,966

366,991

months ended
June 30, 2013
514,837

835,939

quarter ended
June 30, 2013
Revenue $ 293,306

Expenses $ 516,191

quarter ended
June 30, 2012
129,442

242,352

Note: The aforementioned financial information was not disclosed dingorto the
proportionate equity ownership held by the Group.

The Group does not have any contingent liabilities incurred inael#t its interests in the
joint ventures; nor does it incur any contingent liabilities togetith the ventures or any
contingent liabilities of its own. In addition, the Group does not haveobhgation to bear
any liabilities incurred by other ventures.

The Group does not have any capital commitments in relation taetests in joint ventures
and its share in the capital commitments that have been incamdg yith other ventures,
and its share of the capital commitments of the joint ventures themselves.

Investment properties

June 30, 2013

Accumulated

Accumulated

Asset Cost depreciation impairment loss book value
Land 63,002,434 - - 63,002,434
Buildings and other facilities 21,347,685 1,982,358 - 19,365,327
Construction in progress 3,405,441 - - 3,405,441
Prepayments for building, land and 31,942 - - 31,942
equipment
Total 87,787,502 1,982,358 - 85,805,144

December 31, 2012
Accumulated Accumulated

Asset Cost depreciation impairment loss book value
Land 57,886,230 - - 57,886,230
Buildings and other facilities 19,164,668 1,660,355 - 17,504,313
Construction in progress 2,423,201 - - 2,423,201
Prepayments for building, land and 1,080,420 - - 1,080,420
equipment
Total 80,554,519 1,660,355 - 78,894,164
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June 30, 2012

NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

Accumulated

Accumulated

Asset Cost depreciation impairment loss book value
Land $ 52,963,637 - - 52,963,637
Buildings and other facilities 17,512,081 1,352,090 - 16,159,991
Construction in progress 1,460,572 - - 1,460,572
Prepayments for building, land and 8,372 - - 8,372
equipment
Total $ 71,944,662 1,352,090 - 70,592,572
January 1, 2012
Accumulated Accumulated
Asset Cost depreciation impairment loss book value
Land $ 50,782,050 - - 50,782,050
Buildings and other facilities 17,129,893 1,049,762 - 16,080,131
Construction in progress 1,063,923 - - 1,063,923
Prepayments for building, land and 43,994 - - 43,994
equipment
Total $ 69,019,860 1,049,762 - 67,970,098
Prepayments
for building,
Buildings and  Construction in land and
Land other facilities progress equipment Total
Cost or deemed cost:
Balance of January 1, 2013 $ 57,886,230 19,164,668 2,423,201 1,080,420 80,554,519
Purchase and acquisition 4,250,150 1,753,245 1,026,574 18,980 7,048,949
Disposals - (1,448) - - (1,448)
Reclassification 866,054 431,220 (44,334) (1,067,458) 185,482
Balance of June 30, 2013 $ 63,002,434 21,347,685 3,405,441 31,942 87,787,502
Balance of January 1, 2012 $ 50,782,050 17,129,893 1,063,923 43,994 69,019,860
Purchase and acquisition 2,178,783 343,675 390,055 8,317 2,920,830
Reclassification 2,804 38,513 6,594 (43,939) 3,972
Balance of June 30, 2012 $ 52,963,637 17,512,081 1,460,572 8,372 71,944,662
Depreciation and impairment loss:
Balance of January 1, 2013 $ 1,660,355 - 1,660,355
Depreciation 319,558 - 319,558
Disposals (407) - (407)
Reclassification 2,852 - 2,852
Balance of June 30, 2013 $ 1,982,358 - 1,982,358
Balance of January 1, 2012 $ 1,049,762 - 1,049,762
Depreciation 299,630 - 299,630
Reclassification 2,698 - 2,698
Balance of June 30, 2012 $ 1,352,090 - 1,352,090
Book value:
January 1, 2013 $ 57,886,230 17,504,313 2,423,201 1,080,420 78,894,164
June 30, 2013 $ 63,002,434 19,365,327 3,405,441 31,942 85,805,144
January 1, 2012 $ 50,782,050 16,080,131 1,063,923 43,994 67,970,098
June 30, 2012 $ 52,963,637 16,159,991 1,460,572 8,372 70,592,572

The investment properties of the Group, as of June 30, 2013 and Decemh#re330),Jand
January 31, 2012, respectively, amounted to $107,512,301, $99,902,997, 82,659,526 an
$81,703,892. The fair value of investment property (as measured or disclosed in the financia
statements) is based on a valuation by an independent valuer who metigyaized and
relevant professional qualification and has recent experience locthtgon and category of

the investment property being valued.
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The appraisals refer to the locations and characteristics of respectivenieegroperties to
select appropriate appraising methods, such as Sales ComparisoncApQrast Approach,
and Income Approach. Sales Comparison Approach refers to the pricalaf swvestment
properties that refer to the locations and characteristicsjpécéve investment properties for
appraising modification; For Cost Approach, after evaluating tofmrating costs of
investment property, it applies its costs to appropriate captializeates and development
margin for appraisals; For Income Approach, it refers to thatitmes and characteristics of
respective investment properties to evaluate reasonable rentaspphes these rents to
appropriate ratios of capitalization of earnings for appraisals.

December 31,
June 30, 2013 2012 June 30,2012 January 1, 2012
approx. approx. approx. approx.
1.75%~7.25% 1.75%~7.25% 1.88%~7.25% 1.88%~7.25%

Ratios of Capitalization of earnings

In August, 2012, the Group contracted to acquire the land located 2689Nand No.279-1
Subsection 3 Fu-Hsing section, Wan-Hua district in Taipei and Wan-6ilding by
negotiating with the Asia Pacific Land Co. Ltd, Taiwan Branch itidrVirgin Islands. The
negotiated contract price amounted to $6,700,000, which was referrecafipthesal reports
issued by DTZ and Repro International Inc.

In June 2012, the Group contracted to acquire the land and the new carstogetted at no.
114 subsection 4 Xi Hu section Nei Hu district in Taipei by netiotjavith the Chong Hong
Construction Co., Ltd. The negotiated contract price amounted to $7,090,000.

In May 2012, the Group contracted to acquire through bidding the land andhtie
construction of Pacific Tung Nan commercial building located at noad@2408, subsection
6, Ren ai section, Da an District, Taipei City. The negotiatedract price amounted to
$1,939,000, which was based on the appraisal reports of Jin Han RealApgtatisers Joint
Firm and G-Bean Real Estate Appraisers Firms.

In March 2012, the Group contracted to acquire the land and thendr@iseonstruction
located at no.159 subsection 6 Tun Hwa Road Da An district in Taipenafgotiating with a
non-related individual. The negotiated contract price amounted to $236,000, valsitiased
on the appraisal report of G-Bean Real Estate Appraisers Firms.

In December 2011, the Group contracted to acquire the land and the 5tbofhstnuction
located at no.159 subsection 6 Tun Hwa Road Da An district in Taipenafgotiating with a
non-related individual. The negotiated contract price amounted to $358,880, valsitiased
on the appraisal report of G-Bean Real Estate Appraisers Firms.
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(F) Operating lease
(@) Lessee lease

Operating lease rentals are payable as follows:

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
Within 1 year $ 483,264 410,439 456,832 366,419
1-5 years 398,874 340,127 502,247 315,758
Total $ 882,138 750,566 959,079 682,177

The Group leases a number of offices under operating leasegatles typically run for
a period of 1 to 5 years, with an option to renew the lease aftefateati_ease payments
are increased every five years to reflect market rei8alse leases provide for additional
rent payments that are based on changes in a local price index.

For the second quarter and six months ended June 30, 2013 and 2012, the renfa@xpense
operating lease amounted to $211,165, $203,715, $419,598 and $408,050, respectively

(b) Lessor lease

The Group lease out a few office buildings to third parties under operatingrief@se¢o
note (6) (E). The future minimum lease payments are as follows:

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
Within 1 year $ 2,979,119 2,311,321 2,042,317 2,232,289
1-5 years 13,700,802 12,713,708 8,689,736 9,285,167
Total $ 16,679,921 15,025,029 10,732,053 11,517,456

The rental revenue from investment properties for the second quadteixamonths
ended June 30, 2013 and 2012 amounted to $633,957, $520,071, $1,235,477 an
$1,069,206, respectively. The direct operating expenses for the secotet qudrsix
months ended June 30, 2013 and 2012 amounted to $322,219, $264,805, $505,455 ar
$433,060, of which $23,372, $14,915, $36,432 and $24,954, respectively, belong to the
investment properties which did not generate rental revenue.

(G) Reinsurance assets

December 31,

June 30, 2013 2012 June 30, 2012 January 1, 2012
Claims recoverable from reinsurers $ 162,825 1,237,112 1,362,923 238,882
Due from reinsurers and ceding 350,590 16,840 26,807 -
companies
Subtotal 513,415 1,253,952 1,389,730 238,882
Reinsurance assets:
Ceded reinsurance unearned 426,824 465,347 440,337 417,865
premiums reserve
Ceded reinsurance claim reserve 104,493 111,403 111,163 139,040
Subtotal 531,317 576,750 551,500 556,905
Total $ 1,044,732 1,830,702 1,941,230 795,787
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(CONT'D)

June 30, 2013

Accumulated

Accumulated

Asset Cost depreciation impairment loss book value
Land 5,732,81¢ - 1,030,73: 4,702,08¢
Buildings 2,357,72¢ 325,59¢ 45,25¢ 1,986,86
Computer equipment 968,16¢ 812,28t - 155,88¢
Transportation equipment 20,74¢ 16,911 - 3,838
Other equipment 745,78: 656,73¢ - 89,04t
Leasing equity improvement 777,907 619,85(C - 158,057
Prepayments for equipment 80,391 - - 80,391
Total 10,683,54: 2,431,38: 1,075,991 7,176,16¢
December 31, 2012
Accumulated Accumulated
Asset Cost depreciation impairment loss book value
Land 5,852,291 - 1,030,732 4,821,559
Buildings 2,424,864 302,657 45,259 2,076,948
Computer equipment 959,277 804,377 - 154,900
Transportation equipment 26,649 20,592 - 6,057
Other equipment 734,070 649,814 - 84,256
Leasing equity improvement 737,104 565,651 - 171,453
Prepayments for equipment 98,706 - - 98,706
Total 10,832,961 2,343,091 1,075,991 7,413,879
June 30, 2012
Accumulated Accumulated
Asset Cost depreciation impairment loss book value
Land 5,791,742 - 1,023,267 4,768,475
Buildings 2,390,316 272,142 45,259 2,072,915
Computer equipment 924,834 767,925 - 156,909
Transportation equipment 34,199 25,141 - 9,058
Other equipment 746,291 648,408 - 97,883
Leasing equity improvement 695,492 520,057 - 175,435
Prepayments for equipment 57,636 - - 57,636
Total 10,640,510 2,233,673 1,068,526 7,338,311
January 1, 2012
Accumulated Accumulated
Asset Cost depreciation impairment loss book value
Land 5,794,546 - 1,023,267 4,771,279
Buildings 2,401,412 250,317 45,259 2,105,836
Computer equipment 939,099 751,218 - 187,881
Transportation equipment 40,699 28,138 - 12,561
Other equipment 738,064 641,162 - 96,902
Leasing equity improvement 740,686 583,213 - 157,473
Prepayments for equipment 73,051 - - 73,051
Total 10,727,557 2,254,048 1,068,526 7,404,983
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The changes in the investment property of the Group are as follows

Computer Transportation Other Leasing equity Prepayments
Land Buildings equipment equipment equipment improvement for equipment Total
Cost
Balance of January 1, 2013 $ 5,852,291 2,424,864 959,277 26,649 734,070 737,104 98,706 10,832,961
Purchase and acquisition - - 19,811 - 7,568 12,558 36,132 76,069
Estimated decommissioning cost - - - - - 1,581 - 1,581
Abandonment - - (27,237) (5,900) (5,959) (248) - (39,344)
Written down decommissioning - - - - - (132) - (132)
cost
Reclassification (119,473) (67,140) 16,150 - 9,982 26,829 (54,447) (188,099)
Exchange influence - - 168 - 122 215 - 505
Balance of June 30, 2013 5,732,818 2,357,724 968,169 20,749 745,783 777,907 80,391 10,683,541
Accumulated depreciation
Balance of January 1, 2013 - 302,657 804,377 20,592 649,814 565,651 - 2,343,091
Increase - 25,793 33,881 1,408 12,778 54,349 - 128,209
Abandonment - - (25,987) (5,089) (5,866) (209) - (37,151)
Reclassification - (2,852) (14) - (5) - - (2,871)
Exchange influence - - 28 - 17 59 - 104
Balance of June 30, 2013 - 325,598 812,285 16,911 656,738 619,850 - 2,431,382
Accumulated impairment loss
Balance of January 1, 2013 1,030,732 45,259 - - - - - 1,075,991
Increase - - - - - - - -
Abandonment - - - - - - - -
Reclassification - - - - - - - -
Exchange influence - - - - - - - -
Balance of June 30, 2013 1,030,732 45,259 - - - - - 1,075,991
Net
Balance of January 1, 2013 $ 4,821,559 2,076,948 154,900 6,057 84,256 171,453 98,706 7,413,879
Balance of June 30, 2013 $ 4,702,086 1,986,867 155,884 3,838 89,045 158,057 80,391 7,176,168
Cost
Balance of January 1, 2012 $ 5,794,546 2,401,412 939,099 40,699 738,064 740,686 73,051 10,727,557
Purchase and acquisition - - 6,570 - 5,405 24,267 31,074 67,316
Estimated decommissioning cost - - - - - 5,208 - 5,208
Abandonment - - (26,050) (6,500) (7,863) (114,133) (46,489) (201,035)
Written down decommissioning - - - - - (776) - (776)
cost
Reclassification (2,804) (11,096) 5,215 - 10,744 40,284 - 42,343
Exchange influence - - - - (59) (44) - (103)
Balance of June 30, 2012 5,791,742 2,390,316 924,834 34,199 746,291 695,492 57,636 10,640,510
Accumulated depreciation
Balance of January 1, 2012 - 250,317 751,218 28,138 641,162 583,213 - 2,254,048
Increase - 25,258 42,017 2,520 14,148 49,008 - 132,951
Abandonment - - (25,310) (5,517) (7,637) (112,163) - (150,627)
Reclassification - (3,433) - - 735 - - (2,698)
Exchange influence - - - - - (1) - (1)
Balance of June 30, 2012 - 272,142 767,925 25,141 648,408 520,057 - 2,233,673
Accumulated impairment loss
Balance of January 1, 2012 1,023,267 45,259 - - - - - 1,068,526
Increase - - - - - - - -
Abandonment - - - - - - - -
Reclassification - - - - - - - -
Balance of June 30, 2012 1,023,267 45,259 - - - - - 1,068,526
Net
Balance of January 1, 2012 $ 4,771,279 2,105,836 187,881 12,561 96,902 157,473 73,051 7,404,983
Balance of June 30, 2012 $ 4,768,475 2,072,915 156,909 9,058 97,883 175,435 57,636 7,338,311
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Intangible assets
June 30, 2013
Accumulated
Asset Original cost depreciation Book value
Computer software $ 568,489 446,291 122,198
Goodwill (Note) 189,667
Total 311,865
December 31, 2012
Accumulated
Asset Original cost depreciation Book value
Computer software $ 519,726 423,496 96,230
Goodwill (Note) 189,667
Total 285,897
June 30, 2012
Accumulated
Asset Original cost depreciation Book value
Computer software $ 485,982 402,554 83,428
Goodwill (Note) 236,667
Total 320,095
January 1, 2012
Accumulated
Asset Original cost depreciation Book value
Computer software $ 470,811 380,675 90,136
Goodwill (Note) 236,667
Total 326,803

The changes in the premises and equipments of the Group are as follows

Cost:

Balance of January 1, 2013
Purchase and acquisition

Reclassification
Exchange influence

Balance of June 30, 2013

Balance of January 1, 2012
Purchase and acquisition

Exchange influence

Balance of June 30, 2012
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Accumulated amortization:
Balance of January 1, 2013 $ 423,496
Increase 22,682
Exchange influence 113
Balance of June 30, 2013 $ 446,291
Balance of January 1, 2012 $ 380,675
Increase 21,877
Exchange influence 2
Balance of June 30, 2012 $ 402,554

Note: On July 19, 2000, Fubon Life Insurance entered into a “Business Tragsfement”
(the “Agreement”) with Citicorp Life Insurance Ltd., Taiwan Bch (“CitiLife”).
Under this Agreement, the Group acquired the business and relatscassébilities
of CitiLife. The agreement was approved by the Ministry obRce on November 14,
2000 and executed on January 1, 2001. It resulted in goodwill of $764,102. An
impairment test was made of the goodwill. Likewise, the estichealue in use of the
remaining effective policies was also assessed based on seafvalue of the future
cash flow of the insurance policies across the insurance undegachannel. The
estimated cash inflow included premium revenue and investment paoiitsthe
estimated cash outflow included various benefits, expenses, reinsastgereserve
provisions and tax. The results of such evaluation disclosed thatstimated
discounted future cash flow was less than the carrying amounbdfzgl. Therefore,
an impairment loss of $47,000 was recognized on goodwill in 2012.

(J) Other assets

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
Prepayments $ 634,124 639,646 966,246 1,026,916
Prepayments- Superficies 3,859,142 3,374,353 3,411,164 3,447,975
Deferred Acquisition Cost 561,228 683,021 844,455 1,033,972
Guarantee Deposits Paid 6,118,954 6,351,953 4,301,999 4,160,307
Other assets-other 273,696 21,354 1,266,144 48,269
Total $ 11,447,144 11,070,327 10,790,008 9,717,439

Articles 141 and 142 of the Insurance Act require an insurance Grougéogptpovernment
statutory deposit equal to 15% of its paid-in capital. Such depa8itsoivbe returned until
cessation of business and liquidation has been completed. In accondtnttes regulations
of the competent authority in Vietnam, insurance companies shall ti2posi total paid in
capital in local banks in Vietnam as operating guarantee depdsits Group used
government bonds and time deposits for the operating guarantee deipesietatls of which
were as follows:

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
Government bonds(Book value) $ 5,897,156 6,159,289 4,123,209 3,949,963
Time deposit $ 17,897 17,408 17,870 17,994
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The Group acquired the superficies of No 86-5 subsection 2 Chenggong section Zhongzhen
district and 8 other superficies in April 2013 by bid. The total contralue referred to the
appraisal report of DTZ and Repro International Inc. amounted to $2,608,006 (tzed). As

of the date that the consolidated financial statements were seghnifie contract had not
been signed yet, but the group had paid the bid bond and a portion of thectceatue
amounted to $30,000 a$$21,600, respectively.

(K)

Insurance product-separate account

The details of this account were as follows:

Separate account insurance product assets:

June 30, 2013

December 31, 2012

Cash in bank $ 7,935,667 6,792,616
Securities 129,450,504 139,934,715
Account receivables 1,348,564 953,548
Total $ 138,734,735 147,680,879
Separate account insurance product liabilities:
Reserve-Insurance contract $ 80,973,428 85,032,950
Reserve-Investment contract 57,761,096 62,624,648
Account payables 211 23,281
Total $ 138,734,735 147,680,879

Separate account insurance product assets:

June 30, 2012

January 1, 2012

Cash in bank $ 7,699,420 8,381,926
Securities 133,531,246 134,738,849
Account receivables 262,171 458,482
Total $ 141,492,837 143,579,257
Separate account insurance product liabilities:

Reserve-Insurance contract $ 80,111,924 81,539,451
Reserve-Investment contract 61,380,672 62,039,647
Account payables 241 159

Total $ 141,492,837 143,579,257

For the second For the second For the six For the six

quarter ended
June 30, 2013

quarter ended
June 30, 2012

months ended
June 30, 2013

months ended
June 30, 2012

Investment-linked insurance policy
revenues

Premiums income $ 3,242,244 3,534,082 6,581,223 7,188,942

Interest income 157,489 48,595 213,645 97,699

Gain (Loss) on disposal of 348,426 (88,296) 841,154 93,400
investments

Gain (Loss) on valuation of financial (4,607,802) (5,153,306) (2,437,753) 785,660
instruments

Foreign exchange loss (135,690) (1,008,467) (313,088) (1,283,040)

Total $ (995,333) (2,667,392) 4,885,181 6,882,661
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For the second For the second For the six For the six
quarter ended quarter ended months ended months ended

June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012

Investment-linked insurance policy

expenses
Net changes in reserve, Insurance $ (5,742,398) (6,766,677) (4,069,753) (1,419,281)
contract
Insurance claims payment 4,062,927 3,396,874 7,585,421 6,875,677
Administrative expenses 684,138 702,411 1,369,513 1,426,265
Total $ (995,333) (2,667,392) 4,885,181 6,882,661

The Group earned sales rebate of $225,642 and $179,367 from the counterpaoiypéding
investment-linked insurance policy for the six months ended June 30, 2013 and 2012,
respectively. The rebate was recognized as handling fee revenue.

(L) Liability reserve

(@) Decommissioning liability

Balance of January 1, 2013 $ 44,632
Increase of liability reserves 1,581

Reversal of liability reserves (132)
Discounting and amortization of liability reserves 213

Balance of June 30, 2013 $ 46,294
Balance of January 1, 2012 $ 42,685
Increase of liability reserves 5,208

Reversal of liability reserves (776)
Discounting and amortization of liability reserves (2,707)
Balance of June 30, 2012 $ 44,410

For part of the real estate, the Group bears the obligation to dismantle, remester@ r
the location. Therefore, the Group applies the present value ekpieeted cost of the
locations that are going to be dismantled, removed or restored amphimszbit as a
liability reserve.

(b) Employee benefit
1. Defined benefit plans

The present value of the defined benefit obligations and fair e&jalan assets were

as follows:

December 31, 2012 January 1, 2012
Total present value of obligations $ 9,929,912 8,970,503
Fair value of planned assets (3,814,654) (3,878,703)
Deficit in the plan 6,115,258 5,091,800
Unamortized past service cost - -
Recognized liabilities for defined $ 6,115,258 5,091,800

benefit obligations
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The Group set aside pension funds in accordance with the Regufati®eenues,
Expenditures, Safeguard and Utilization of the Labor Retirement and such
funds are managed by the Labor Pension Fund Supervisory Commiitieee§érd
to the utilization of the funds, its minimum earnings in the annualldisivns on the
final financial statements shall be no less than the earnitggadble from the
amounts received from interest rates of offered by local banks.

For information on the utilization of the labor pension fund assets ingltide asset
allocation and yield of the fund, please refer to the websiteedfabor Pension Fund
Supervisory Committee.

A. Expenses recognized in profit or loss

For the second For the second For the six For the six

quarter ended quarter ended months ended months ended

June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012
Expenses recognized in  $ 132,279 168,689 264,557 292,458

profit or loss

B. Actuarial assumptions

The following are the principal actuarial assumptions at the tiagodate
(expressed as weighted averages):

For the year ended
December31, 2012

Discount rate at December 31 1.60%
Expected return on plan assets at January 1 3.50%
Future salary increases 3.00%

The overall expected long-term rate of return on asset is 3%%January 1 and
December 31, 2012. The expected long-term rate of return is basdw on t
portfolio as a whole and not on the sum of the returns on individual asse
categories. The return is based exclusively on historicalrst without
adjustments.

The Group expected $529,114 in contributions to be paid to its benefit pla
within one year after the six months ended June 30, 2013.

-56 -



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(CONT'D)

C. Experience adjustments based on historical information

For the year ended December 31,

2012 2011
Present value of the defined benefit $ 9,929,912 8,970,503
obligation
Fair value of plan assets (3,814,654) (3,878,703)
Defined benefit obligations $ 6,115,258 5,091,800
liabilities

Experience adjustments arisingon  $ - -
plan liabilities

Experience adjustments arisingon  $ - -
plan assets

2. Defined contribution plans

The Group contributes at a rate of 6% of the employee’s monthlysviagiee Labor
Pension personal account of the Bureau of the Labor Insurance in aweovdth
the provisions of the Labor Pension Act.

Under the Labor Pension Act prescribed defined contribution plan, pexgienses
amounted to $130,206, $121,399, $260,846 and $235,629 for the second quarter an
six months ended June 30, 2013 and 2012, respectively.

(M) Shareholders’ equity
(@) Common stock

As of June 30, 2013 and December 31, June 30, and January 31, 2012, the Group he
authorized capital of all $30,000,000 and issued common stock of $29,107,390,
$29,107,390, $22,123,170 and $21,123,170, respectively, with $10 par value per share.

During their meeting on December 23, 2011, the board of directors rédolugcrease
the Group’s capital by issuing 100,000 thousand new shares of stockeatiamprprice

of $50 per share. In May 2012, its parent Group, Fubon Financial Holding @dq., L
remitted its payment of $5,000,000 for the purchase of those new shares.

The record date for this capital increase was set on May 9, 201thamdgistration
process thereof was completed on May 24, 2012. In addition, the board dbrdirec
resolved, on behalf of the shareholders, during their meetiddgine 8, 2012, to increase
the Group’s shares of stock by capitalizing its retained egsron $6,984,220, divided
into 698,422 thousand shares of stocks. This capital increase was agprdvedncial
Supervisory Commission on August 6, 2012. The record date for the capitgise was
set on August 13, 2012, and the registration process thereof was coroplétegust 29,
2012.

The board of directors approved a resolution on June 7, 2013 authorizing tharydm
increase its capital and to capitalize its undistributed egsron $7,374,090 by issuing
737,409 thousands shares of stock. This capital increase was approved-BCtoa
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August 7, 2013. The record date for the capital increase was seigoistAL4, 2013, but
the registration process has not been completed yet.

(b) Capital surplus

Pursuant to the amendment of the Group Law which was published on J&iaty,
except for the additional paid-in capital and capital surplusgrfsom donations, which
can be used to increase capital or offset losses, capital scaplusly be used to offset
cumulative losses. SFC regulations permit capitalization ofatagitrplus only once a
year and the amount should not exceed 10% of outstanding capital stock.

(c) Retained earnings and earnings appropriation
1. Legal reserve

R.O.C. Group Act and Insurance Laws requires the Group to alloc%ieoR (s
current annual net income (deducts losses of prior years)asdsgrve, until such
reserve equals the amount of outstanding common stock. Except éoincplosses,
legal reserve cannot be used for distributing cash dividends. Howayal yéserve
can be converted to common stock when it reaches an amount equal det at le
one-half of common stock. The capitalization of legal reserve sbia#ixceed 25%

of the balance of legal reserve.

2. Special reserve

In accordance with Tai-Tsai-Pao N0.0920700594 issued by the Ministigasfde,
recovered special risk-volatility reserves can be trarefeto special reserve
regardless of whether or not the Group has earnings in the follonangpygsuant to
the resolution of the shareholders during their meeting. Under thgul&®ns
Governing the Provision of Various Reserves”, commencing from Jatu2011,
the catastrophe special reserve and variation special rdsematained insurance
business with the term below 1 year are provided annually. These/es, net of
income tax, are classified as special reserve under reétaaraings. For the special
reserve provided for foreign exchange fluctuation, please refer to note (4) (U)

3. Distribution of earnings

The annual earnings are used cover prior years’ losses. Ifishetitt a balance of
those earnings, 20% thereof is appropriated for legal reserve,famegessary,
according to a resolution of the shareholders or related law, elsgserve is also
appropriated, 0.0001%~0.01% of remaining balance is appropriated as eraployee
bonus, and the remaining balance of such annual earnings and those of miargea
distributed as additional dividends to shareholders upon shareholders’ approval.

The information of the resolutions adopted by board of directors and shareholders’
meetings can be found on Market Observation Post System.
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(d) Other equity items

Balance, January 1, 2013

Foreign exchange translation
difference (net-after tax):

Current exchange difference

Effective portion of cash flow
hedges (net-after tax):

Current adjustments

Unrealized gains (losses) on
available-for-sale financial
assets:

Current adjustments

Realized gains

Balance, June 30, 2013

Balance, January 1, 2012

Foreign exchange translation
difference (net-after tax):

Current exchange difference

Effective portion of cash flow
hedges (net-after tax):

Current adjustments

Unrealized gains (losses) on
available-for-sale financial
assets:

Current adjustments

Realized gains

Balance, June 30, 2012

(N) Tax expense

(CONT'D)

Exchange
differences on
translation of

Gains (losses) on Unrealized gains
effective portion (losses) on

foreign financial of cash flow available-for-sale
assets hedges financial assets Total
$ (144,270) 279,701 76,572,170 76,707,601
36,527 - - 36,527
- (64,801) - (64,801)
- - (22,383,259) (22,383,259)
- - (11,360,078) (11,360,078)
$ (107,743) 214,900 42,828,833 42,935,990
Exchange
differences on  Gains (losses) on Unrealized gains
translation of effective portion (losses) on
foreign financial of cash flow available-for-sale
assets hedges financial assets Total
$ (96,745) 333,465 30,535,014 30,771,734
(21,393) - - (21,393)
- (19,775) - (19,775)
- - 11,671,656 11,671,656
- - (7,563,488) (7,563,488)
$ (118,138) 313,690 34,643,182 34,838,734

Income tax expense is measured and disclosed based on the dsaffetive tax rate,
multiplying pretax income for the interim reporting period;réfere, the reconciliation of
taxable income and profit cannot be disclosed.
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(@) Income tax expense

For the second
quarter ended
June 30, 2013

For the second
quarter ended
June 30, 2012

For the six
months ended
June 30, 2013

For the six
months ended
June 30, 2012

Current income tax

Current income tax expense  $ 112,001 (44,934) 464,328 381,437
Adjustments on prior years (695,392) (9,751) (695,392) (82,573)
income tax
Foreign income tax 230,960 92,485 558,307 203,113
Subtotal (352,431) 37,800 327,243 501,977
Deferred income tax
Recognition (Reversal) of 595,991 134,890 1,259,532 (429,269)
temporary differences
Exchange influence 654 (116) - -
Subtotal 596,645 134,774 1,259,532 (429,269)
Income tax expense $ 244,214 172,574 1,586,775 72,708

The details of income tax (expense) benefit recognized under octingprehensive
income for the second quarter and six months ended June 30, 2013 and 2012 are ¢

follows:
For the second For the second For the six For the six
quarter ended quarter ended months ended months ended
June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012
Exchange differences on $ (711) (2,213) (7,482) 4,383
translation of foreign
financial statements
Unrealized gains (losses) on 5,699,951 (745,584) 6,824,715 (955,616)
available-for-sale financial
assets
Cash flow hedges 7,715 (4,176) 13,272 4,050
$ 5,706,955 (751,973) 6,830,505 (947,183)

(b)

Commencing from 2010, Fubon Financial Holding Company, the parent company of the

Group, elected to be the tax payer itself. As the tax payehé Group, Fubon Financial
Holding Company files the consolidated income tax return and reponpsdfieseeking
enterprise income tax and 10% tax surcharge on surplus retained saofhiray
profit-seeking enterprise in accordance with the relevant poovisf the Income Tax
Law. The loss carry forward benefits recognized by the Groupeaitilized by the other
Fubon Financial Holding Company’s subsidiaries. Therefore, the Gragymeed
income tax benefit arising from the carry forward benefit of its curreat'y loss.

(c) The R.O.C. tax authority has assessed the Group’s inconrettars through 2009.
However, the Group initiated an administrative appeal because dhp Gisagreed with
the tax authority’s position of disallowing the amortization of @ist or premium on
bonds that was reported in its 2007 income tax returns. As the resuiydup had lost
its appeal according to the court’s judgment of Supreme Admitivgi@ourt and thereof
recognized the most possible outcome and accrued an additional incolmbiligy of

$63,793, as of June 30, 2013.

In addition, R.O.C. tax authority has assessed the income taxsaifiFubon Life
Assurance (dissolved Group) through 2006. In its income tax returtisefgears 2002,
2003, 2004, 2005 and 2006, the R.O.C. tax authority disallowed the amortization of
discount or premium on bonds and reduced the tax on bond interest whichldvhg he

-60 -



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(CONT'D)

Fubon Life Assurance. Fubon Group has designated the parent Group, FuboraFinanc
Holding, as the taxpayer to file a consolidated corporate incomenthxo pay the 10%
surtax on unappropriated earnings. Therefore, as a result ofsthesament, the parent
Group allocated income tax expense amounted to $199,364 to the Group and Fubor
Financial Holding decided to apply to the tax authority for reemanon and
administrative remedy concerning the difference between poateel number and the
approved number.

(d) The information about imputation system was as follows:

December 31,

June 30, 2013 2012 June 30, 2012 January 1, 2012
Undistributed earnings:
In 1998 and thereafter $ 15,766,102 18,854,498 8,302,181 16,135,652
Balance of imputed credit $ 1,985,242 2,591,285 2,753,340 3,190,719

account (ICA)

The undistributed earnings disclosed above and the comparative informationrehdliffe
periods are calculated under TIFRSs as endorsed by the Fin&gi&rvisory

Commission.
For the year ended December 31,
2012 2011
Tax credit percentage 12.59%(estimated 18.48%(actual)

The above tax credit percentage of 2012 was estimated in accovdémtee provision
of article 66 item 6 of the draft of Income Tax Act which wagraved in the first reading
by the Finance Committee of the Legislative Yuan of Republithai&on April 1, 2013.
As of the balance sheet date, the draft has not passed the third reading.

(O) Earnings per share

For the second quarter and six months ended June 30, 2013 and 2012, the Group’s earning:
per share calculated based on simple capital structure were as follows:

For the second For the second For the six For the six
quarter ended guarter ended months ended months ended
June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012
Profit attributable to ordinary $ 3,719,148 332,686 9,146,041 1,340,833
shareholders of the Company
Weighted average number of 3,648,148 3,531,267 3,648,148 3,531,267
ordinary shares (thousands shares)
Basic earnings per share (dollar) $ 1.02 0.09 2.51 0.38
(Note)

Note: the Group adopted the retroactive adjustments calculatinguthber of units in
circulation as a result of stock grants. For the six months aad thonths ended
June 30, 2012, its basic earnings per share, net of tax, were afljoste®D.48 to
$0.38 and $0.12 to $0.09, respectively.
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December 31,

Unearned premium reserve $

Claim reserve
Liability reserve
Special reserve

June 30, 2013 2012 June 30,2012 January 1, 2012
6,572,230 6,253,623 6,192,917 5,827,511
1,481,763 1,405,638 1,463,386 1,520,018

1,814,668,982 1,676,296,501 1,557,797,750 1,389,525,146
5,342,033 5,228,976 4,778,071 8,322,175
7,656,808 6,541,639 5,839,045 4,715,543

Premium deficiency reserve

Total

$1,835,721,816

1,695,726,377

1,576,071,169

1,409,910,393

The details of provision for insurance contracts and financial institsywith discretionary
participation feature for this account balance and reconciliation weo @sd:

(@) The components of liability reserves were as follows

Life insurance

Injury insurance

Health insurance

Annuity insurance
Investment-linked insurance

Life insurance

Injury insurance

Health insurance

Annuity insurance
Investment-linked insurance

Life insurance

Injury insurance

Health insurance

Annuity insurance
Investment-linked insurance

June 30, 2013

Financial
instruments with

Insurance discretionary

contracts participation Total
$1,513,791,132 - 1,513,791,132
814,272 - 814,272
151,827,213 - 151,827,213
1,420,632 146,792,805 148,213,437
22,928 - 22,928
$1,667,876,177 146,792,805 1,814,668,982

December 31, 2012

Financial
instruments with

Insurance discretionary

contracts participation Total
$ 1,384,466,096 - 1,384,466,096
827,956 - 827,956
143,131,217 - 143,131,217
1,456,861 146,410,273 147,867,134
4,098 - 4,098
$ 1,529,886,228 146,410,273 1,676,296,501

June 30, 2012

Financial
instruments with

Insurance discretionary

contracts participation Total
$1,268,972,077 - 1,268,972,077
843,749 - 843,749
134,425,758 - 134,425,758
3,524,334 150,022,156 153,546,490
9,676 - 9,676
$ 1,407,775,594 150,022,156 1,557,797,750
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January 1, 2012
Financial
instruments with
Insurance discretionary
contracts participation Total
Life insurance $ 1,090,361,962 - 1,090,361,962
Injury insurance 859,832 - 859,832
Health insurance 126,688,690 - 126,688,690
Annuity insurance 3,724,322 167,878,957 171,603,279
Investment-linked insurance 11,383 11,383

$1,221,646,189 167,878,957 1,389,525,146

The movements in the liability reserves were as follows:

For the six months ended June 30, 2013

Financial
instruments with

Insurance discretionary

contracts participation Total
Beginning balance $ 1,529,886,228 146,410,273 1,676,296,501
Current provisions 156,108,601 21,005,231 177,113,832
Current reclaims (22,234,099) (20,622,699) (42,856,798)
Gain and loss on foreign exchange 4,115,447 - 4,115,447
Ending balance $1,667,876,177 146,792,805 1,814,668,982

For the six months ended June 30, 2012

Financial
instruments with

Insurance discretionary

contracts participation Total
Beginning balance $1,221,646,189 167,878,957 1,389,525,146
Current provisions 213,255,052 12,393,720 225,648,772
Current reclaims (27,739,365) (30,250,521) (57,989,886)
Gain and loss on foreign exchange (1,037,577) - (1,037,577)
Other (Note) 1,651,295 - 1,651,295
Ending balance $ 1,407,775,594 150,022,156 1,557,797,750

Note: “Other” refers to transfer of operating loss reserve.
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(b) The unearned premium reserves for these insurance products were as follow

June 30, 2013
Financial
instruments with

Insurance discretionary

contracts participation Total
Individual life insurance $ 678 678
Individual injury insurance 2,046,662 2,046,662
Individual health insurance 2,583,065 2,583,065
Group insurance 1,859,635 1,859,635
Investment-linked insurance 82,190 82,190
Gross reserve 6,572,230 6,572,230
Deduction of provision for

reinsurance ceded
Individual life insurance 336,597 336,597
Individual injury insurance 30,988 30,988
Individual health insurance 434 434
Group insurance 46,459 46,459
Investment-linked insurance 12,346 12,346
Total ceded reserve 426,824 426,824
Net $ 6,145,406 - 6,145,406
December 31, 2012
Financial
instruments with

Insurance discretionary

contracts participation Total
Individual life insurance $ 640 640
Individual injury insurance 1,884,293 1,884,293
Individual health insurance 2,493,194 2,493,194
Group insurance 1,786,653 1,786,653
Investment-linked insurance 88,843 88,843
Gross reserve 6,253,623 6,253,623
Deduction of provision for

reinsurance ceded

Individual life insurance 346,129 346,129
Individual injury insurance 27,979 27,979
Individual health insurance 242 242
Group insurance 79,152 79,152
Investment-linked insurance 11,845 11,845
Total ceded reserve 465,347 465,347
Net $ 5,788,276 5,788,276
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June 30, 2012
Financial
instruments with
Insurance discretionary
contracts participation Total
Individual life insurance $ 646 - 646
Individual injury insurance 1,889,374 - 1,889,374
Individual health insurance 2,433,731 2,433,731
Group insurance 1,782,825 1,782,825
Investment-linked insurance 86,341 86,341
Gross reserve 6,192,917 6,192,917
Deduction of provision for
reinsurance ceded
Individual life insurance 328,367 328,367
Individual injury insurance 25,554 25,554
Individual health insurance 164 164
Group insurance 74,797 74,797
Investment-linked insurance 11,455 11,455
Total ceded reserve 440,337 440,337
Net $ 5,752,580 5,752,580
January 1, 2012
Financial
instruments with
Insurance discretionary
contracts participation Total
Individual life insurance $ 770 - 770
Individual injury insurance 1,654,280 - 1,654,280
Individual health insurance 2,413,382 - 2,413,382
Group insurance 1,669,054 - 1,669,054
Investment-linked insurance 90,025 - 90,025
Gross reserve 5,827,511 - 5,827,511
Deduction of provision for
reinsurance ceded
Individual life insurance 298,082 - 298,082
Individual injury insurance 23,858 - 23,858
Individual health insurance (1,099) - (1,099)
Group insurance 84,296 - 84,296
Investment-linked insurance 12,728 - 12,728
Total ceded reserve 417,865 - 417,865
Net $ 5,409,646 - 5,409,646
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The movements in unearned premium reserves were as follows:

For the six months ended June 30, 2013

Financial
instruments with

Insurance discretionary

contracts participation Total
Beginning balance $ 6,253,623 - 6,253,623
Current provisions 6,572,228 - 6,572,228
Current reclaims (6,253,623) - (6,253,623)
Gain and loss on foreign exchange 2 - 2
Ending balance 6,572,230 - 6,572,230
Less: Provision for ceded

reinsurance

Beginning balance, net 465,347 - 465,347
Current provision 426,809 - 426,809
Current reclaim (465,347) - (465,347)
Gain and loss on foreign exchange 15 - 15
Ending balance, net 426,824 - 426,824
Net ending balance $ 6,145,406 - 6,145,406

For the six months ended June 30, 2012

Financial
instruments with

Insurance discretionary

contracts participation Total
Beginning balance $ 5,827,510 - 5,827,510
Current provisions 6,192,917 - 6,192,917
Current reclaims (5,827,510) - (5,827,510)
Ending balance 6,192,917 - 6,192,917
Less: Provision for ceded

reinsurance

Beginning balance, net 417,865 - 417,865
Current provision 440,315 - 440,315
Current reclaim (417,865) - (417,865)
Gain and loss on foreign exchange 22 - 22
Ending balance, net 440,337 - 440,337
Net ending balance $ 5,752,580 - 5,752,580
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(c) The components of claim reserves were as follows

June 30, 2013

Financial
instruments with
Insurance discretionary
contracts participation Total
Individual life insurance
-reported but not paid $ 320,095 1,858 321,953
-incurred but not reported 3,451 - 3,451
Individual injury insurance
-reported but not paid 146,765 - 146,765
-incurred but not reported 174,937 - 174,937
Individual health insurance
-reported but not paid 160,348 - 160,348
-incurred but not reported 269,846 - 269,846
Group insurance
-reported but not paid 82,255 - 82,255
-incurred but not reported 218,369 - 218,369
Investment-linked insurance
-reported but not paid 56,435 - 56,435
-incurred but not reported 47,404 - 47,404
Gross reserve 1,479,905 1,858 1,481,763
Deduction of provision for
reinsurance ceded:
Individual life insurance 28,547 - 28,547
Individual injury insurance 59,780 - 59,780
Individual health insurance 280 - 280
Group insurance 6,226 - 6,226
Investment-linked insurance 9,660 - 9,660
Total ceded reserve 104,493 - 104,493
Net reserve $ 1,375,412 1,858 1,377,270
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December 31, 2012
Financial
instruments with
Insurance discretionary
contracts participation Total
Individual life insurance
-reported but not paid $ 285,699 1,367 287,066
-incurred but not reported 2,050 - 2,050
Individual injury insurance
-reported but not paid 148,980 - 148,980
-incurred but not reported 189,269 - 189,269
Individual health insurance
-reported but not paid 135,336 - 135,336
-incurred but not reported 274,039 - 274,039
Group insurance
-reported but not paid 64,932 - 64,932
-incurred but not reported 189,206 - 189,206
Investment-linked insurance
-reported but not paid 78,690 - 78,690
-incurred but not reported 36,070 - 36,070
Gross reserve 1,404,271 1,367 1,405,638
Deduction of provision for
reinsurance ceded:
Individual life insurance 35,496 - 35,496
Individual injury insurance 64,355 - 64,355
Individual health insurance 378 - 378
Group insurance 1,708 - 1,708
Investment-linked insurance 9,466 - 9,466
Total ceded reserve 111,403 - 111,403
Net reserve $ 1,292,868 1,367 1,294,235
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June 30, 2012
Financial
instruments with
Insurance discretionary
contracts participation Total
Individual life insurance
-reported but not paid $ 339,113 2,992 342,105
-incurred but not reported 2,788 - 2,788
Individual injury insurance
-reported but not paid 143,067 143,067
-incurred but not reported 172,834 172,834
Individual health insurance
-reported but not paid 154,243 154,243
-incurred but not reported 252,780 252,780
Group insurance
-reported but not paid 86,539 86,539
-incurred but not reported 180,249 180,249
Investment-linked insurance
-reported but not paid 87,167 87,167
-incurred but not reported 41,614 - 41,614
Gross reserve 1,460,394 2,992 1,463,386
Deduction of provision for
reinsurance ceded:
Individual life insurance 28,993 28,993
Individual injury insurance 60,496 60,496
Individual health insurance 1,908 1,908
Group insurance 5,983 5,983
Investment-linked insurance 13,783 13,783
Total ceded reserve 111,163 - 111,163
Net reserve $ 1,349,231 2,992 1,352,223

- 69 -



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

Individual life insurance
-reported but not paid
-incurred but not reported
Individual injury insurance
-reported but not paid
-incurred but not reported
Individual health insurance
-reported but not paid
-incurred but not reported
Group insurance
-reported but not paid
-incurred but not reported
Investment-linked insurance
-reported but not paid
-incurred but not reported
Gross reserve
Deduction of provision for
reinsurance ceded:
Individual life insurance
Individual injury insurance
Individual health insurance
Group insurance
Investment-linked insurance
Total ceded reserve
Net reserve

(CONT'D)
January 1, 2012
Financial
instruments with
Insurance discretionary
contracts participation Total
$ 372,838 12,496 385,334
3,011 - 3,011
131,194 - 131,194
182,967 - 182,967
157,398 - 157,398
257,611 - 257,611
75,051 - 75,051
196,304 - 196,304
87,568 - 87,568
43,580 - 43,580
1,507,522 12,496 1,520,018
46,979 - 46,979
61,255 - 61,255
3,471 - 3,471
2,162 - 2,162
25,173 - 25,173
139,040 - 139,040
$ 1,368,482 12,496 1,380,978

The movements in claim reserves were as follows:

Beginning balance
Current provisions
Current reclaims

For the six months ended June 30, 2013

Financial
instruments with

Gain and loss on foreign exchange

Ending balance

Less: Provision for ceded
reinsurance

Beginning balance, net

Current provision

Current reclaim

Ending balance, net

Net ending balance

Insurance discretionary
contracts participation Total
$ 1,404,271 1,367 1,405,638
1,479,866 1,858 1,481,724
(1,404,271) (1,367) (1,405,638)
39 - 39
1,479,905 1,858 1,481,763
111,403 - 111,403
104,493 - 104,493
(111,403) - (111,403)
104,493 - 104,493
$ 1,375,412 1,858 1,377,270
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Beginning balance
Current provisions
Current reclaims

Gain and loss on foreign exchange

Ending balance

Less: Provision for ceded

reinsurance
Beginning balance, net
Current provision
Current reclaim
Ending balance, net
Net ending balance

(CONT'D)

For the six months ended June 30, 2012

Financial
instruments with

Insurance discretionary
contracts participation Total
$ 1,507,522 12,496 1,520,018
1,460,729 2,992 1,463,721
(1,507,522) (12,496) (1,520,018)
(335) - (335)
1,460,394 2,992 1,463,386
139,040 - 139,040
111,163 - 111,163
(139,040) - (139,040)
111,163 - 111,163
$ 1,349,231 2,992 1,352,223

The components of special reserves for these insurance products vedienss f

Legal reserve

Dividend provision for
participating policies

Provision for risk of dividend

Other (Note)

Total

Legal reserve

Dividend provision for
participating policies

Provision for risk of dividend

Other (Note)

Total

Legal reserve

Dividend provision for
participating policies

Provision for risk of dividend

Other (Note)

Total

June 30, 2013

Financial
instruments with

Insurance discretionary
contracts participation Others Total
(244,316) (244,316)
2,325,014 2,325,014
3,261,335 3,261,335
5,342,033 5,342,033
December 31, 2012
Financial
instruments with
Insurance discretionary
contracts participation Others Total
46,912 46,912
1,920,729 1,920,729
3,261,335 3,261,335
5,228,976 5,228,976
June 30, 2012
Financial
instruments with
Insurance discretionary
contracts participation Others Total
(1,524,780) (1,524,780)
3,041,516 3,041,516
3,261,335 3,261,335
4,778,071 4,778,071
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January 1, 2012
Financial
Insurance |nst.rume.nts with Others Total
contracts discretionary
participation
Legal reserve
Individual life insurance $ 359,233 - - 359,233
Individual injury insurance 580,267 - - 580,267
Individual health insurance 607,874 - - 607,874
Group insurance 469,887 - - 469,887
Dividend provision for (1,268,458) - - (1,268,458)
participating policies
Provision for risk of dividend 2,660,742 - - 2,660,742
Reserve transferred from 1,651,295 - - 1,651,295
provision for operating loss
Other (Note) 3,261,335 - - 3,261,335
Total $ 8,322,175 - - 8,322,175

Note: In accordance with the regulation of “Principles of Praegdfinancial Reports for
Insurance Companies”, the Group estimated the real estateawvithafue and
there was increment. The Group used it to cover the disadvantagémisoéf
other accounts due to the transition to IFRSs. The remaining ohd¢hement
which amounted to $3,261,335 was recognized as the special reserve under the
account of insurance liability on the transition date.

The movements in special reserves were as follows

For the six months ended June 30, 2013

Financial
instruments with

Insurance discretionary

contracts participation Others Total
Beginning balance $ 5,228,976 - - 5,228,976
Write-down dividend provision (291,228) - - (291,228)
for participating policies
Net provision for risk of dividend 404,285 - - 404,285
Ending balance $ 5,342,033 - - 5,342,033

For the six months ended June 30, 2012
Financial
instruments with

Insurance discretionary

contracts participation Others Total
Beginning balance $ 8,322,175 - - 8,322,175
Write-down dividend provision (256,322) - - (256,322)
for participating policies
Net provision for risk of dividend 380,774 - - 380,774
Other (Note) (3,668,556) - - (3,668,556)
Ending balance $ 4,778,071 - - 4,778,071

Note: Other refers to the initial amount of foreign exchafigetuation reserve
$2,017,261 transferred to the liability reserve $1,651,295 according to the
requirement of Gin Guan Bao Tsai N0.10102500530 letter.

-72 -



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(CONT'D)

(e) The components of premium deficiency reserves were as follows:

June 30, 2013

Financial
instruments with

Insurance discretionary

contracts participation Total
Individual life insurance $ 7,051,585 - 7,051,585
Individual health insurance 564,436 - 564,436
Group insurance 40,787 - 40,787
Gross reserve $ 7,656,808 - 7,656,808

December 31, 2012

Financial
instruments with

Insurance discretionary

contracts participation Total
Individual life insurance $ 5,914,192 - 5,914,192
Individual health insurance 587,437 - 587,437
Group insurance 40,010 - 40,010
Gross reserve $ 6,541,639 - 6,541,639

June 30, 2012

Financial
instruments with

Insurance discretionary

contracts participation Total
Individual life insurance $ 5,186,726 - 5,186,726
Individual health insurance 608,754 - 608,754
Group insurance 43,565 - 43,565
Gross reserve $ 5,839,045 - 5,839,045

January 1, 2012

Financial
instruments with

Insurance discretionary

contracts participation Total
Individual life insurance $ 4,072,110 - 4,072,110
Individual health insurance 632,868 - 632,868
Group insurance 10,565 - 10,565
Gross reserve $ 4,715,543 - 4,715,543
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The movements in premium deficiency reserve were as follows

For the six months ended June 30, 2013

Financial
instruments with

Insurance discretionary

contracts participation Total
Beginning balance $ 6,541,639 - 6,541,639
Current provision, net 1,024,605 - 1,024,605
Loss on foreign exchange 90,564 - 90,564
Ending balance $ 7,656,808 - 7,656,808

For the six months ended June 30, 2012

Financial
instruments with

Insurance discretionary

contracts participation Total
Beginning balance $ 4,715,543 - 4,715,543
Current provision, net 1,138,035 - 1,138,035
Loss on foreign exchange (14,533) - (14,533)
Ending balance $ 5,839,045 - 5,839,045

Liability adequacy reserve

Based on the actuary’s liability adequacy test report, thétses reserve testing were as
follows:

December 31,

Insurance contracts June 30, 2013 2012 June 30,2012 January 1, 2012
Liability reserve $1,814,652,832 1,676,286,474 1,557,792,779 1,389,522,853
Unearned premium reserve 6,572,158 6,253,546 6,192,831 5,827,475
Premium deficiency reserve 7,656,808 6,541,639 5,839,045 4,715,543
Special reserve 2,080,698 3,539,631 3,321,120 7,078,100
Claim reserve 1,481,755 1,405,632 1,463,381 1,520,017
The carrying amount of the $ 1,832,444,251 1,694,026,922 1,574,609,156 1,408,663,988
related insurance liabilities

Current estimate of future $1,419,890,402 1,344,633,678 1,208,283,882 1,182,844,320
cash flows under its insurar
liabilities

Total liability adequacy $

reserve

The liability adequacy test method adopted by the Group as of JurZ0B®,and
December 1, June 30, and January 1, 2012 covered the following:

Test method Gross Premium Valuation (GPV)

Group All insurance contracts

Significant The discount rate assumption for future years was set up bg

assumption the assets allocation and the weighted average retu
investments of the Group.
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The above-mentioned liability adequacy test did not include the provisibrise
subsidiaries. The omission of such provisions is due primarily téatti¢hat they only
account for 0.00088% of the total provisions which will not affect tlsellreof the
liability adequacy test.

(g) Special reserve (Special catastrophe and cumulative risk variatmal spserve)

June 30, 2013

Financial
instruments with

Insurance discretionary

contracts participation Others Total
Special catastrophe reserve $ 968,335 - - 968,335
Cumulative risk variation speci 7,917,616 - - 7,917,616

reserve

Total $ 8,885,951 - - 8,885,951

December 31, 2012

Financial
instruments with
Insurance discretionary
contracts participation Others Total
Special catastrophe reserve $ 456,694 - - 456,694
Cumulative risk variation speci 7,526,686 - - 7,526,686
reserve
Total $ 7,983,380 - - 7,983,380
June 30, 2012
Financial
instruments with
Insurance discretionary
contracts participation Others Total
Special catastrophe reserve $ 223,117 - - 223,117
Cumulative risk variation speci 7,214,249 - - 7,214,249
reserve
Total $ 7,437,366 - - 7,437,366
January 1, 2012
Financial
instruments with
Insurance discretionary
contracts participation Others Total
Special catastrophe reserve $ 223,117 - - 223,117
Cumulative risk variation speci 7,044,924 - - 7,044,924
reserve
Total $ 7,268,041 - - 7,268,041

(Q) Reserve provision for financial instruments without discretionarycgaation features

Financial instruments without discretionary participation featued,the movements in the
related reserve were as follows

December 31,
June 30, 2013 2012 June 30, 2012 January 1, 2012
Life insurance $ 95,730,061 98,544,225 102,562,043 103,107,324
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For the six months  For the six months
ended ended
June 30, 2013 June 30, 2012

Beginning balance $ 98,544,225 103,107,324
Current premiums collected 948 (4,294)
Current claims payment (3,632,698) (1,426,959)
Current net provision for legal reserve 817,557 885,833
Current commission and agency fees 29 139
Ending balance $ 95,730,061 102,562,043

Foreign exchange fluctuation reserve

(a) Hedging strategy and risk exposure

The hedging strategy is primarily perfect hedge, together withrayrgroxy hedge and
natural hedge. To ensure the effectiveness and appropriatenesginfhtue rationality
of the hedging cost is considered and the hedging strategy aguhdng@doportion are
vigorously adjusted. The frequency and level of foreign exchanggehsahsiders the
foreign exchange fluctuation risk.

(b) The movements in foreign exchange fluctuation reserve were as follows

For the six months For the six months

ended ended
June 30, 2013 June 30, 2012
Beginning balance $ 1,062,830 2,017,261
Current provision:

Compulsory provision 443,274 226,151
Additional provision 228,167 442,265
Subtotal 671,441 668,416
Recovered (880,313) (1,370,487)
Ending balance $ 853,958 1,315,190
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(c) Effect of foreign exchange fluctuation reserve

Not applied
ltem amount Applied amount Effect
June 30, 2013
Foreign exchange fluctuation $ - 853,958 (853,958)
reserve
Shareholders’ equity 141,317,441 142,282,983 (965,542)
December 31, 2012
Foreign exchange fluctuation - 1,062,830 (1,062,830)
reserve
Shareholders’ equity 166,116,374 166,908,552 (792,178)
June 30, 2012
Foreign exchange fluctuation - 1,315,190 (1,315,190)
reserve
Shareholders’ equity 113,358,635 113,941,354 (582,719)
January 1, 2012
Foreign exchange fluctuation - - -
reserve
Shareholders’ equity - - -
For the six months ended June 30, 2013 For the six months ended June 30, 2012
I L
Income after tax $ 8,972,677 9,146,041 (173,364) 758,114 1,340,833 (582,719)
Earnings per share 2.46 2.51 (0.05) 0.21 0.38 (0.17)

(S) Deferred acquisition cost and deferred handling fee

(a) Deferred acquisition cost

The additional transaction costs incurred on investment administrativie were
deferred in connection with the sales of investment-linked insuranagesolclassified
as financial instrument without discretionary participation festulhe movements in
these deferred acquisition costs were as follows:

For the six months  For the six months

ended ended
June 30, 2013 June 30, 2012
Beginning balance $ 683,021 1,033,972
Addition 45,978 4,067
Amortization (167,771) (193,584)
Ending balance $ 561,228 844,455
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(b) Deferred handling fees

The handling fees incurred on investment administrative work were likewiseatkifierr
connection with the sales of investment-linked insurance policiesjfiddsas financial
instrument without discretionary participation features. The movernretitese deferred
handling fees were as follows:

For the six months  For the six months

ended ended
June 30, 2013 June 30, 2012
Beginning balance $ 796,262 1,085,954
Addition 141,069 8,830
Amortization (173,324) (197,133)
Ending balance $ 764,007 897,651

(T) Premium
(a) Retained earned premium

For the second quarter ended June 30, 2013

Financial
instruments with

Insurance discretionary

contracts participation Total
Direct written premiums $ 86,613,489 7,963,190 94,576,679
Reinsurance premiums 1,631 - 1,631
Premium income 86,615,120 7,963,190 94,578,310
Less: reinsurance premium ceded 2,268,507 - 2,268,507
Net change in unearned premium 95,985 - 95,985

reserves
Subtotal 2,364,492 - 2,364,492
Retained earned premiums $ 84,250,628 7,963,190 92,213,818
For the second quarter ended June 30, 2012
Financial
instruments with

Insurance discretionary

contracts participation Total
Direct written premiums $ 114,207,499 4,936,495 119,143,994
Reinsurance premiums 1,885 - 1,885
Premium income 114,209,384 4,936,495 119,145,879
Less: reinsurance premium ceded 2,141,496 - 2,141,496
Net change in unearned premium 212,035 - 212,035

reserves

Subtotal 2,353,531 - 2,353,531
Retained earned premiums $ 111,855,853 4,936,495 116,792,348
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Direct written premiums
Reinsurance premiums
Premium income

Less: reinsurance premium ceded
Net change in unearned premium

reserves
Subtotal
Retained earned premiums

Direct written premiums
Reinsurance premiums
Premium income

Less: reinsurance premium ceded
Net change in unearned premium

reserves
Subtotal
Retained earned premiums

Retained claims payment

Claims payment incurred

Reinsurance claims payment
incurred

Insurance claims payment

Less: Claims payment recovered

from reinsurers
Retained claims payment

(CONT'D)

For the six months ended June 30, 2013

Financial
instruments with

Insurance discretionary

contracts participation Total
$ 163,902,281 12,979,766 176,882,047
3,420 - 3,420
163,905,701 12,979,766 176,885,467
4,442,410 - 4,442,410
357,143 - 357,143
4,799,553 - 4,799,553
$ 159,106,148 12,979,766 172,085,914

For the six months ended June 30, 2012

Financial
instruments with

Insurance discretionary

contracts participation Total
$ 219,420,516 11,287,077 230,707,593
3,098 - 3,098
219,423,614 11,287,077 230,710,691
4,346,216 - 4,346,216
342,957 - 342,957
4,689,173 - 4,689,173
$ 214,734,441 11,287,077 226,021,518

For the second gquarter ended June 30, 2013

Financial
instruments with

Insurance discretionary
contracts participation Total
$ 18,272,115 11,750,406 30,022,521
573 - 573
18,272,688 11,750,406 30,023,094
1,368,835 - 1,368,835
$ 16,903,853 11,750,406 28,654,259
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For the second quarter ended June 30, 2012

Financial
instruments with
Insurance discretionary
contracts participation Total
Claims payment incurred $ 19,952,329 15,873,090 35,825,419
Reinsurance claims payment 626 - 626
incurred
Insurance claims payment 19,952,955 15,873,090 35,826,045
Less: Claims payment recovered 1,333,061 - 1,333,061
from reinsurers
Retained claims payment $ 18,619,894 15,873,090 34,492,984
For the six months ended June 30, 2013
Financial
instruments with
Insurance discretionary
contracts participation Total
Claims payment incurred $ 33,330,094 20,842,949 54,173,043
Reinsurance claims payment 1,117 - 1,117
incurred
Insurance claims payment 33,331,211 20,842,949 54,174,160
Less: Claims payment recovered 2,650,398 - 2,650,398
from reinsurers
Retained claims payment $ 30,680,813 20,842,949 51,523,762
For the six months ended June 30, 2013
Financial
instruments
with
Insurance discretionary
contracts participation Total
Claims payment incurred $ 38,331,439 30,321,531 68,652,970
Reinsurance claims payment 1,254 - 1,254
incurred
Insurance claims payment 38,332,693 30,321,531 68,654,224
Less: Claims payment recovered 2,192,413 - 2,192,413
from reinsurers
Retained claims payment $ 36,140,280 30,321,531 66,461,811

(U) The nature and extent of risks arising from insurance contracts

(&) The objectives, polices, processes and methods used for mansksgngrising from
insurance contracts.

1. The organization of risk management

A risk management committee has been set up under the jurisdiction of the board of
directors and is convened by independent directors. This committewisapehe
overall risk control of the Group and its subsidiary and reports tdodaed of
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directors regularly. In order to effectively handle the riskaggment operation, two
special committees were established as follows:

A. Assets and Liabilities Management Committee: The chairofatime Group
serves as the chairman of the committee. As part of its oliersigponsibility,
the committees consider the balance between assets and dmbiiit up
strategic target of assets and liabilities and supervise the executiesgroc

B. Operational Risk Management Committee: This is conveneché&yGroup
president to supervise and manage the operational risk of the Groweirtar
ensure that management adopts appropriate risk management procettuimes wi
its authority. Furthermore, in order to assist all business unitarty out risk
control and to coordinate other risk control affairs, the Group’s board of
directors designates a chief risk officer to handle a risk maregeatapartment
which is independent of all business units. Jie& management department
executes or assists to execute risk control in accordance thgthrisk
management policy, rules governing the organization of risk manageme
committee and rules governing the organization of risk related comemithe
Group has established diverse risk management policy, stop-lossiaett,
internal tiers authorization system and criteria for assegstoe facilitate
effective risk management.

Risk management strategy

A Risk Management Policy was announced with the consent of theddadirdctors.
This policy regulates the strategy and target as welhasmechanism of risk
management. The risk management strategy is in line witle¢hsation on overall
operation target, management strategy and risk managementsltaiestablish
appropriate risk management system and management procedures putposel
identify, evaluate, measure, supervise, respond to and report potential risk.

(b) Insurance risk management

1.

Underwriting risk management

Underwriting risk refers to the unexpected risk arising frorcisiolg new insurance
policies, and relevant expenditures. In order to manage underwriting risk, the Group
has classified underwriting risk into the following types:

A. Risk of policyholder concealment

B. Risk of insurance content

C. Occupational and financial risk
D. Risk of health conditions
E. Risk of the lack of experience of the underwriter

F. Risk of retention
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G. Risk of operation quality.

Aside from establishing “Underwriting Systems and Procedures’dbasethe

“Regulations Governing New Insurance Solicitation Policy, Undéngrand Claim

Settlement of Insurance Enterprises”, a code of conduct for untiegvaperation is
also established to serve as a guide for underwriting risk co@mwolsidering the
experience and professional skills of the underwriters, diffelemels of

authorization are established and the underwriting amount for eachwuiteler
personnel is regulated to control the propriety of underwriting sis&eg and to
monitor the accuracy and timeliness of underwriting operation.

2. Claim risk management

Claim risk refers to the risk arising from adopting inappropriat negligent
procedures on claims settlement procedure. In order to manageislgintaim risk

is categorized into four management interfaces, such as reasoccufence,
frequency of occurrence of risk, classification of risk andceféd the risk. The
property of the claim risk is assessed through the multiplerdiioe table and risk
tolerance level to control the claim risk. Aside from estabighihe “Claim

Settlement System and Procedures” based on the “Regulationgn{Bgveew

insurance policy Soliciting, Underwriting and Claim Settlement Iridurance
Enterprises” to enhance professional training and moralityarins personnel as
well as the control procedures to lessen operational negligenc&rthgp also

monitors the accuracy, timeliness, policy holder complaint rati@anal loss ratio
through the levels of authority set for claims personnel.

3. Product design and pricing risk management

Product design and pricing risk refers to the risk arising fromirtigropriety,
inconsistency or unexpected change of the data related to the prackecttcclauses
and rates. To insure risk control at the point of the pre andsaftes of insurance
products, internal code of conduct and control procedure were estdlissed on
“Regulation governing the procedure before the sales of insurancecgrssued
by authorities for the insurance product design, inspection, salpargtien to
control the risk related to each phases and procedure of product devdloppme
terms of product design, feasibility of new product is analyzed aanahternal
meeting is held before a new product is launched. A pre-marketngnegtalso
convened before product launch to ensure that the related activetisznapleted. In
terms of product pricing, aside from certain quantitative risk obmtechanism such
as risk control procedure, profit test and sensitivity analgsisssets allocation plan
is also set up. They also convene, which takes into the charactemstithe
requirement of asset and liabilities management, and conforrsalés review
meeting regularly after sales.
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4. Reserve-risk management

Reserve-related risk refers to the risk arising from undaerastig the liabilities
from insufficient written premium provision to cover future obligationotder to
control the reserve-risk, the reserve-risk is categorized into the statotapfiance
of reserve provision and completeness of operating procedures. stice ethe
legality of reserves provision, the Regulatory self-Inspection Camg#i manual has
been established and audit procedures are executed regularly ® thasall sorts
of reserves conform to what is required by law. Also, “Standardrafipg
Procedures” manual is established. The provisions of this manual mapghed
regularly as the law changes. The operating procedures manued cavges from
system administration, data access and report generation. Futberseveral
control points are established within the framework to ensure theaaycof the
calculation.

5. Catastrophe risk and reinsurance risk

To avoid risk concentration and catastrophe compensation, the followingls@mne
established.

A. Catastrophe risk

Based on the Group’s experience, the retention and reinsurantsedimset up
and are regularly reviewed. These limits are also applicablestirance for
calamities like earthquakes, typhoons, and air-crash by usingiscanalysis.
The catastrophe losses that may arise from life insurancacarent insurance
are likewise considered in evaluation of catastrophe risk.

B. Reinsurance risk

An annual reinsurance risk management plan is established in cagfarithi

the “Regulations Governing Insurance Enterprises Engaging imatyge
Reinsurance and Other Risk Spreading Mechanisms” as part ofrthp’ &
annual reinsurance policy. This plan includes retention risk management, ceded
insurance risk management, assumed insurance risk managemegtpumter
reinsurance risk management.

The credit rating of the reinsurers is also monitored monthly. &ttt rating

is based on Article 8 of “Regulations Governing Insurance Entegiiagaging

in Operating Reinsurance and Other Risk Spreading Mechanismdér tthis
Article, reinsurers or insurance organizations with a creditgatbove a certain
level from an international credit rating agency (BBB or highem Standard &
Poor’s Corporation) are eligible as reinsurers to whom an insuearegorise
may cede it business. The Group currently adopts Standard and Poar's A-
above as its guideline.
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6. Assets and liabilities combination risk

A. To enhance the overall assets and liabilities allocation, nraisidequate
liquidity, and improve capital performance for the purpose of maxgithe
risk management reward, management monitor compliance of the Gitbup w
the relevant government regulations. In addition, through the establisbment
Assets and Liabilities Management Committee, managementticapof the
iIssues related to the cash flow allocation of assets andtieshiand to establish
assets and liabilities management related regulation which ethab@roup to
sustain adequate capital to cover the potential risk from business operation.

B. The Assets and Liabilities Management Committee holdsmgsanhonthly and
the responsible department in the Group performs the cash flowstegtthe
spot interest rate and estimates the earnings at the eadlolear to test the
Group’s liquidity. In addition, the Risk-Based Capital ratio is exaoh and
simulated via important elements to execute sensitivity asalsich serves as
the reference for capital adequacy decision. Furthermore, tingelteetween
Venture Capital and equity fund is analyzed to identify theoredsr such
changes and capital liquidity risk analysis is performed bygudhe
accumulated net cash flow in a year and the accumulated hdtaas$n 5 years
as the benchmark for risk management.

7. Risk management report

A. A Risk Management Committee is set up under the supervision Biotrel of
Directors. Except for the independent directors acting as the mersvall other
independent directors are members of the committee, which hola@nm
guarterly. According to its organization rules, the major duties ofdhemittee
areto

a. Set up and modify policy and structure of risk management

b. Set up and modify the quantitative and qualitative criteria fek ri
measurement.

c. Adjust risk types as environment change
d. Set up risk limit allocation and the way of undertaking risk

e. Submit risk management report to the board of directors rigalad
authorize to competent departments.

B. The committee also reviews the overall risk management. Asma
supervising the implementation of risk management policies to etimitréhe
Group meets the strategic target, the committee reviewsffibetiveness and
feasibility of risk management mechanism. It also submits reoothte board of
directors to ensure that the risk management is enforced effectively.
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(c) Information of insurance risk

1. Sensitivity of insurance riskInsurance contracts and financial instrument with
discretionary feature

June 30, 2013

Change of Change of
Change of income before stockholder’s
assumption tax equity
Mortality/Morbidity Increase 10% (929,943) (771,853)
Rate of return Decrease 0.1% (1,007,885) (836,545)
Expense (fixed expense) Increase 5% (151,400) (125,662)
Decrement and elapsing ratdncrease 10% 58,434 48,500
December 31, 2012
Change of Change of
Change of income before stockholder’s
assumption tax equity
Mortality/Morbidity Increase 10% (1,832,356) (1,520,855)
Rate of return Decrease 0.1% (1,785,592) (1,482,041)
Expense (fixed expense) Increase 5% (306,632) (254,505)
Decrement and elapsing ratdncrease 10% 102,535 85,104
June 30, 2012
Change of Change of
Change of income before stockholder’s
assumption tax equity
Mortality/Morbidity Increase 10% (885,666) (735,103)
Rate of return Decrease 0.1% (850,712) (706,091)
Expense (fixed expense) Increase 5% (135,550) (112,507)
Decrement and elapsing ratdncrease 10% 44,672 37,708
January 1, 2012
Change of Change of
Change of income before stockholder’s
assumption tax equity
Mortality/Morbidity Increase 10% (1,704,882) (1,415,052)
Rate of return Decrease 0.1% (1,518,703) (1,260,523)
Expense (fixed expense) Increase 5% (328,800) (272,904)
Decrement and elapsing ratdncrease 10% 51,258 42,544

The sensitivity analysis requires evaluating the impact tconmec before
tax/stockholders’ equity in which only one element changes and thes oémeain
constant.

The influence on stockholderuires evaluating the impact to income before
tax/stockholders’ equity in which only one element changes aredevediinclude
Mortality, Morbidity, Rate of return, Expense rate and Lapse rdthe sensitivity
analysis does not include the information of the Vietnam subsidiary. Such exclusion
is due to the fact that the retention of earned premiums accdontealy 0.0046%
of the consolidated retention of earned premiums and is not expeciffddiothe
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result of the sensitivity analysis.

2. Insurance risk concentration
The Group sells insurances, which includes life insurance, annuity mesura
accident insurance and health insurance. As all of these insurancactouire
issued from Taiwan, the insurance risk is concentrated in Taiwan.

3. Claim development trend

A. Development trend of claims payment incurred

June 30, 2013

Occurrence Development year Claim
Year 1 2 3 4 5 6 7 8 9 10 11 | Reserve
=2003 2,474,493 2,802,432 2,827,043| 2,802,148| 2,797,629| 2,810,358| 2,789,698 2,799,567| 2,805,910| 2,818,293| 2,822,732 -
2004 2,108,284 2,415,243| 2,457,485| 2,477,910| 2,473,751| 2,476,094| 2,477,024| 2,478,254| 2,478,667 2,479,610 - -
2005 2,244,901 2,646,390| 2,643,705| 2,654,702 2,651,739| 2,648,342| 2,649,571| 2,650,765| 2,651,427 - - -
2006 2,218,25(Q 2,653,620| 2,695,417| 2,695,474 2,694,399| 2,696,639| 2,698,943| 2,700,162 - - - -
2007 2,636,099 2,998,778| 3,044,513| 3,048,815| 3,053,987| 3,057,538| 3,059,531 - - - - 1,440
2008 3,020,584 3,528,026| 3,560,745| 3,564,356| 3,571,232 3,571,524 - - - - - 3,761
2009 3,002,57Q 3,389,116| 3,429,856 3,438,866| 3,444,651 - - - - - - 4,765
2010 3,426,843 3,989,417| 4,044,102| 4,056,173 - - - - - - - 9,500
2011 3,500,73] 4,151,270| 4,190,278|- - - - - - - - 37,165
2012 3,534,234 4,170,061 - - - - - - - - - 372,083
2013 1,597,869 - - - - - - - - - - 269,221
IBNR Reserve 697,935
Plus: RBNA Reserve 767,756
The balance of claim reserve 1,465,691

December 31, 2012

Development year Claim
Occurrence Year 1 2 3 4 5 6 7 8 9 10 Reserve
= 2003 2,474,493| 2,802,432| 2,827,043| 2,802,148| 2,797,629| 2,810,358 2,789,698 2,799,567| 2,805,910| 2,818,293 -
2004 2,108,282 2,415,243| 2,457,485 2,477,910 2,473,751 2,476,094| 2,477,024] 2,478,254| 2,478,667 - -
2005 2,244,901 2,646,390 2,463,705 2,654,702 2,651,739 2,648,342| 2,649,571] 2,650,765 - - -
2006 2,218,250 2,653,620| 2,695,417 2,695,474 2,694,399 2,696,639 2,698,943 - - - -
2007 2,636,095 2,998,778| 3,044,513 3,048,815 3,053,987 3,057,538 - - - - -
2008 3,020,584 3,528,026 3,560,745| 3,564,356| 3,571,232 - - - - - -
2009 3,002,570 3,389,116 3,429,856| 3,438,866 - - - - - - -
2010 3,426,844 3,989,417 4,044,102 - - - - - - - 826
2011 3,500,731 4,151,270 - - - - - - - - 60,739
2012 3,534,234 - - - - - - - - - 612,828
IBNR Reserve 674,393
Plus: RBNA Reserve 715,003
The balance of claim reserve 1,389,396

-86 -



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(CONT'D)

June 30, 2012

Occurrence Development year Claim
Year 1 2 3 4 5 6 7 8 9 10 Reserve

< 2003 2,474,493 2,802,432 2,827,043| 2,802,148 2,797,629| 2,810,358 2,789,698 2,799,567 2,805,910 2,807,822

2004 2,108,284 2,415,243| 2,457,485 2,477,910 2,473,751| 2,476,094| 2,477,024| 2,478,254| 2,478,820

2005 2,244,901 2,646,390| 2,643,705 2,654,702] 2,651,739| 2,648,342| 2,649,571| 2,650,233

2006 2,218,250 2,653,620| 2,695,417 2,695,474] 2,694,399 2,696,639 2,697,311

2007 2,636,099 2,998,778 3,044,513 3,048,815 3,053,987| 3,055,122

2008 3,020,584 3,528,026| 3,560,745 3,564,356 3,566,184 - - - - - -

2009 3,002,570 3,389,116| 3,429,856 3,433,452 - - - - - - 344

2010 3,426,844 3,989,417| 4,030,362 - - - - - - - 29,047

2011 3,500,731 4,039,365 - - - - - - - - 357,391

2012 1,430,284 - - - - - - - - - 247,127
IBNR Reserve 633,909
Plus: RBNA Reserve 813,121
The balance of claim reserve 1,447,030

January 1, 2012

Occurrence Development year Claim
Year 1 2 3 4 5 6 7 8 9 Reserve

= 2003 2,474,493| 2,802,432| 2,827,043| 2,802,148| 2,797,629| 2,810,358| 2,789,698| 2,799,567| 2,805,910

2004 2,108,284 2,415,243| 2,457,485 2,477,910 2,473,751 2,476,094 2,477,024 2,478,254

2005 2,244,901 2,646,390 2,643,705 2,654,702 2,651,739 2,648,342 2,649,571

2006 2,218,250 2,653,620 2,695,417 2,695,474 2,694,399 2,696,639

2007 2,636,099 2,998,778 3,044,513 3,048,815 3,053,987

2008 3,020,584 3,528,026 3,560,745 3,564,356 -

2009 3,002,570 3,389,116 3,429,856 - - - - - - 691

2010 3,426,847 3,989,417 - - - - - - - 57,149

2011 3,500,731 - - - - - - - - 609,038
IBNR Reserve 666,878
Plus: RBNA Reserve 836,545
The balance of claim reserve 1,503,423

Note 1: Amount shown above excludes investment contracts

Note 2: As of June 30, 2013 and December 31, June 30, and January 1, 2012,
respectively, except for the IBNR Reserve of Investment-linked
products, from claims payment incurred are not estimated based on
gaim development trend amounts to $16, 072, $16,242, $16, 356 and

16,595.
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B. Development trend of retained claims payment

June 30, 2013

Occurrence Development year Claim
Year 1 2 3 4 5 8 9 10 11 Reserve
= 2003 1,477,837| 1,715,475 1,720,639 1,716,133| 1,706,101] 1,718,962| 1,708,069| 1,717,384| 1,723,648| 1,736,663] 1,741,103 -
2004 1,330,613 1,541,454| 1,575,502| 1,581,446 1,576,226{ 1,578,421| 1,579,245| 1,580,460| 1,580,870| 1,581,814 - -
2005 1,468,59¢0 1,753,911| 1,759,730| 1,768,646| 1,770,364| 1,766,922| 1,768,142| 1,769,335| 1,769,997 - - -
2006 1,743,834 2,035,971| 2,057,430] 2,058,034 2,056,937| 2,059,140| 2,061,243| 2,062,462 - - - -
2007 1,937,347 2,185,713| 2,228,739 2,232,620 2,237,640| 2,241,185| 2,242,779 - - - - 692
2008 2,546,849 2,972,473| 3,001,734| 3,006,979| 3,013,816{ 3,014,106 - - - - - 2,843
2009 2,692,917 3,000,037| 3,038,956| 3,047,944 3,054,253 - - - - - - 3,877
2010 3,262,624 3,703,188| 3,757,543 3,769,593 - - - - - - - 8,523
2011 3,437,897 3,981,026| 4,020,372 - - - - - - - - 35,146
2012 3,526,249 4,153,789 - - - - - - - - - 369,775
2013 1,594,229 - - - - - - - - - - 268,510
IBNR Reserve 689,366
Plus: RBNA Reserve 673,974
The balance of claim reserve 1,363,340

December 31, 2012

Occurrence Development year Claim
Year 1 2 3 4 5 6 7 8 9 10 Reserve
= 2003 1,477,837| 1,715,475 1,720,639| 1,716,133| 1,706,101 1,718,962| 1,708,069 1,717,384 1,723,648| 1,736,663 -
2004 1,330,611 1,541,454| 1,575,502 1,581,446 1,576,226 1,578,421| 1,579,245| 1,580,460| 1,580,870 - -
2005 1,468,590 1,753,911| 1,759,730 1,768,646 1,770,364 1,766,922| 1,768,142| 1,769,335 - - -
2006 1,743,834 2,035,971| 2,057,430 2,058,034| 2,056,937| 2,059,140 2,061,243 - - - -
2007 1,937,344 2,185,713| 2,228,739 2,232,620 2,237,640| 2,241,185 - - - - -
2008 2,546,849 2,972,473] 3,001,734| 3,006,979 3,013,816 - - - - - -
2009 2,692,917 3,000,037| 3,038,956 3,047,944 - - - - - - -
2010 3,262,624 3,703,188| 3,757,543 - - - - - - - 568
2011 3,437,890 3,981,026 - - - - - - - - 58,235
2012 3,526,249 - - - - - - - - - 610,621
IBNR Reserve 669,424
Plus: RBNA Reserve 610,699
The balance of claim reserve 1,280,123

June 30, 2012

Occurrence Development year Claim
Year 1 2 3 4 5 6 7 8 9 10 Reserve
= 2003 1,477,837 1,715,475 1,720,639| 1,716,133| 1,706,101] 1,718,962| 1,708,069| 1,717,384 1,723,648 1,725,560 -
2004 1,330,611 1,541,454] 1,575,502 1,581,446 1,576,226] 1,578,421| 1,579,245| 1,580,460| 1,581,026 - -
2005 1,468,590 1,753,911] 1,759,730 1,768,646| 1,770,364| 1,766,922 1,768,142] 1,768,804 - - -
2006 1,743,839 2,035,971| 2,057,430 2,058,034 2,056,937 2,059,140| 2,059,813 - - - -
2007 1,937,347 2,185,713| 2,228,739 2,232,620 2,237,640 2,238,776 - - - - -
2008 2,546,849 2,972,473| 3,001,734 3,006,979 3,008,743 - - - - - -
2009 2,692,911 3,000,037| 3,038,956 3,042,892 - - - - - - 248
2010 3,262,624 3,703,188| 3,743,838 - - - - - - - 27,190
2011 3,437,890 3,913,380 - - - - - - - - 345,495
2012 1,426,967 - - - - - - - - - 246,259
IBNR Reserve 619,192
Plus: RBNA Reserve 718,789
The balance of claim reserve 1,337,981
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January 1, 2012

Occurrence Development year Claim
Year 1 2 3 4 5 6 7 8 9 Reserve

< 2003 1,477,837 1,715,475 1,720,639 1,716,133 1,706,101 1,718,962 1,708,069 1,717,384 1,723,648

2004 1,330,611 1,541,454| 1,575,502| 1,581,446| 1,576,226| 1,578,421| 1,579,245 1,580,460

2005 1,468,590 1,753,911 1,759,730 1,768,646 1,770,364| 1,766,922 1,768,142 -

2006 1,743,834 2,035,971 2,057,430 2,058,034 2,056,937| 2,059,140

2007 1,937,347 2,185,713| 2,228,739 2,232,620 2,237,640

2008 2,546,849 2,972,473 3,001,734 3,006,979 - - - - - -

2009 2,692,917 3,000,037 3,038,956 - - - - - - 498

2010 3,262,624 3,703,188 - - - - - - - 53,676

2011 3,437,890 - - - - - - - - 594,837
IBNR Reserve 649,011
Plus: RBNA Reserve 717,469
The balance of claim reserve 1,366,480

Note 1: Amount shown above excludes investment contracts

Note 2: As of June 30, 2013 and December 31, June 30, and January 1, 2012,
respectively, except for the IBNR Reserve of Investment-ligkeducts,

from claims payment are not estimated based on claim develomerht
amounts to $13,929, $14,112, $14,242 and $14,498.

Claims reserves are provided based on the expected claimemagnd relevant
handling fee of RBNA and IBNR claims. Such provisions involve vast uanogyt
estimates and judgments which are highly complicated. Any clainggimate or
judgment is regarded as a change in accounting estimate amdahetaf change is
recognized as a current gain or loss. For some claims, notifisath the Group may
be delayed. In addition, estimating the potential IBNR claims involves vadbpast
experience and subjective judgment, therefore, it is difficulbtdion whether the
estimated claims reserve on the balance sheet date will Egtize final claim
compensation amount. The estimate of claims reserve is based iofotheation
currently available; however, the final result may deviate filoenoriginal estimate
due to the subsequent development.

The table above demonstrates the development trend of claimadfagcthose
claims that need confirmation within one year). The verticak sepfesents the year

in which the claim event occurred, and the horizontal shaft repsesbet
development years. Each slash represents the accumulated coropearsaunt at
the end of each year. The compensation amount refers to the clagtienthey are
finalized or not. It explains how the Group estimate the compensatmunt of
each year as time passes by. The scenario and trend whichtlaéfgrrovision of
claims reserve may not be the same as they will be inutiuieef therefore, the
estimated future compensation amount cannot be determined by ihe cla
development trend.
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4. The credit risk, liquidity risk and market risk of insurance contracts
A. Credit risk

The credit risk from Insurance Contract arises mainly fromitla®ility of
reinsurers to fulfill the obligation of reinsurance contracts twhiesult in
financial losses. The Group monitors the credit rating of reinsumenthly to
ensure that they meet the minimum regulatory requirementssdtsalects
reinsurers prudently to reduce the potential loss. Furthermore,siis aslated
to reinsurance only account for extremely little part of @reup’s assets. For
these reasons, management is not expecting significant credit risk.

B. Liquidity risk

The liquidity risk of insurance contract arises mainly from trability of the
Group to obtain sufficient funds or turn assets into cash in orderlfttb fu
payment of financial obligations as they are due. Aside fromadgukviewing
the maturity analysis of Insurance Contracts, the Group alsaagdhort-term
and mid-term liquidity risk benchmark through the Assets and ltiakil
Management Committee to lower the relevant risk by usingtAgsbility
Matching (ALM). The Committee sets in advance the responsegjrdor
potential payments in order to enhance timely liquidity risk mamagt and to
avoid inadequate liquidity.

The maturity analysis of Insurance Contracts of the Group is shdowm {&nit:
NT$ million)

June 30, 2013

Maturity Unable to

date <1 year 1~3 years 3~5 years >5 yearg classify(note) Total
Provision 50,787 96,995 300,027 1,186,974 293,408 1,928,191
Proportion 2.60% 5.00% 15.60% 61.60% 15.20% 100.00%

December 31, 2012

Maturity Unable to
date <1 year 1~3 years 3~5 years >5 years| classify(note) Total
Provision 29,180 85,304 266,857 1,113,709 295,960 1,791,010
Proportion 1.60% 4.80% 14.90% 62.20% 16.50% 100.00%

June 30, 2012

Maturity Unable to
date <1 year 1~3 years 3~5 years >5 yearg classify(note) Total
Provision 17,881 56,350 89,653 1,209,739 301,749 1,675,372
Proportion 1.10% 3.40% 5.30% 72.20% 18.00% 100.00%
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January 1, 2012
Maturity Unable to
date <1 year 1~3 years 3~5 years >5 yearg classify(note) Total
Provision 19,763 28,904 84,701 1,053,306 323,082 1,509,756
Proportion 1.30% 1.90% 5.60% 69.80% 21.40% 100.00%

Note: The “Unable to classify” includes interest-linked product, ainbor
additional provision and provision for bad debt allowance. The amounts
above exclude provision for separate account, foreign exchange
fluctuation reserve and appraisal increment of real estate.

C. Market risk

Market risk refers to the risk caused by the adverse changearket prices in
terms of interest rates, foreign exchange rates, stockspacel commodity
prices.

The Group and its subsidiary measure market risk from insuranceacont
according to discount rate assumption prescribed by the authofities.
assumption may not be consistent with changes in market intaesstWaless
the liability adequacy test disclosed the need to provide mervies
management is not expecting that the change in market ciskgavould have a
significant effect on income and equity of the Group.

Guided by Assets and Liabilities Management Committee, the Group tases int
account financial environment, all the economic indicators, lialplioperties

and ALM, to choose appropriate investment target through risk control
mechanism. Under the consent of regulatory framework and market
environment, choosing and acquisition of long-term assets is monitprie b
Assets and Liabilities Management Committee. This is to alssets and
liabilities to match better in terms of payment terms and tgydfb pursue long
term business and protect the rights of policyholders. This will réiduce the
influence on insurance contract caused by market risk and evemtuar the
potential loss to the Group.
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() Fair value of financial instruments

June 30, 2013

December 31, 2012

Non-derivatives Book value Principal Book value Principal
Financial assets
Cash and cash equivalents $ 155,490,214 166,557,894 166,557,894
155,490,214
Receivables 34,482,988 34,482,988 29,536,545 29,536,545
Current tax assets 2,258,174 2,258,174 1,326,334 1,326,334
Financial assets at fair value through profi 923,705 923,705 - -
loss
Available-for-sale financial assets 1,340,279,695 1,340,279,695 1,261,039,650 1,261,039,650
Financial assets at cost 1,041,849 1,041,849 1,079,639 1,079,639
Bond investments without active market 342,374,112 325,159,690 317,892,326 317,871,146
Other financial assets 43,364,527 43,925,553 39,552,255 39,552,255
Loans 92,230,351 92,230,351 84,203,062 84,203,062
Claims recoverable from reinsurers 162,825 162,825 1,237,112 1,237,112
Due from reinsurers and ceding companies 350,590 350,590 16,840 16,840
Guarantee deposits paid 6,118,954 6,118,954 6,351,953 6,351,953
Financial liabilities
Accounts payable 32,256,320 32,256,320 25,859,764 25,859,764
Current tax liabilities 659,160 659,160 737,252 737,252
Guarantee deposits and margins received 977,730 977,730 744,429 744,429
Derivatives
Financial assets
Financial assets at fair value through prof $ 507,1 507,107 3,614,087 3,614,087
loss 07
Derivative financial assets for hedging 276,369 276,369 336,989 336,989
Financial liabilities
Financial liabilities at fair value through 4,318,318 4,318,318 1,523,683 1,523,683
profit or loss
Derivative financial liabilities for hedging 17,453 17,453 - -
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June 30, 2012 January 1, 2012

Non-derivatives Book value Principal Book value Principal
Financial assets
Cash and cash equivalents $ 233,630,15 233,630,150 224,734,570 224,734,570
0
Receivables 21,158,308 21,158,308 22,851,231 22,851,231
Current tax assets 942,415 942,415 1,446,132 1,446,132
Financial assets at fair value through profi 49,800 49,800 225,535 225,535
loss
Available-for-sale financial assets 881,672,706 881,672,706 750,781,569 750,781,569
Financial assets at cost 1,164,227 1,164,227 1,227,666 1,227,666
Bond investments without active market 298,415,942 294,841,778 266,151,039 259,961,260
Held-to-maturity financial assets 187,460,868 209,526,699 191,057,445 191,057,445
Other financial assets 38,119,372 39,171,301 22,926,933 22,926,933
Loans 80,528,324 80,528,324 79,270,264 79,270,264
Claims recoverable from reinsurers 1,362,923 1,362,923 238,882 238,882
Due from reinsurers and ceding companies 26,807 26,807 - -
Guarantee deposits paid 4,301,999 4,301,999 4,160,307 4,160,307
Financial liabilities
Accounts payable 15,268,365 15,268,365 14,438,161 14,438,161
Current tax liabilities 703,279 703,279 224,748 224,748
Guarantee deposits and margins received 662,691 662,691 622,932 622,932
Derivatives
Financial assets
Financial assets at fair value through prof $ 1,116,7 1,116,721 1,622,518 1,622,518
loss 21
Derivative financial assets for hedging 377,940 377,940 401,765 401,765
Financial liabilities
Financial liabilities at fair value through 3,536,697 3,536,697 4,052,735 4,052,735

profit or loss

(b) Methods and assumptions used in estimating the fair values néithanstruments are
specified below:

1.

The fair value of short-term financial instruments is deterdnlmetheir carrying
amount on the consolidated balance sheet. As these instruments h&tershor
maturities, their carrying amount is used as a reasonabtefbasstablishing the fair
value. This method is applied to cash and cash equivalents, notes resgivabl
accounts receivables, and accounts payable.

Market quotes of financial assets are used as their fags/d available; otherwise
valuation reports from financial institutions are used as references.

“Debts instruments without active market” consist of financial bprdrporate
bonds, credit linked notes, beneficiary certificates, and prefeti@ks without
active market, therefore, are measured at cost. In addition, theseéidd¢hir value of
hold-to-maturity financial assets is based on the price quote of the counies.part

Financial assets carried at cost consist of the Group’s ieett in unlisted equity
shares without active market, therefore, are measured at cost.

Each loan is a financial asset that bears interest; dtheréfs carrying amount after
deducting the bad debt allowance approximates current fair value.
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6. Refundable deposits do not have specific maturity date; thereé$amgriket value is
estimated based on its carrying amount on the balance sheet.

7. Fair value of financial derivatives is determined by the amoutdsif to be paid or
to receive, assuming that the contract will be terminated on llwedessheet date. In
general, it includes unrealized gains or losses on outstandingaisruf the current
period. Valuation reports from financial institutions are usagf@sence for valuing
most of the financial derivatives held by the Group.

(c) Fair value hierarchy

1. The table below analyses financial instruments carriedratdhie by the levels in
the fair value hierarchy. The different levels have been defined as follows

A. Level 1. quoted prices (unadjusted) in active markets for ideshtdssets or
liabilities.

B. Level 2:inputs other than quoted prices included within Level 1 dhat
observable for the asset or liability, either directly (i.epases) or
indirectly (i.e. derived from prices).

C. Level 3: inputs for the assets or liability that are not basexbservable market
data (unobservable inputs).

June 30, 2013

Financial products measured

at fair value through profit or loss Total Level 1 Level 2 Level 3

Non-derivative financial instruments

Assets:

Financial assets at fair value through profit @slo $ 923,705 923,705 -

Held for trading bond investment 923,705 923,705 - -

Available-for-sale financial assets 1,340,279,695 1,176,809,530 111,911,234 51,558,931
Security investment 264,488,119 264,384,313 - 103,806
Bond investment 846,261,159 693,163,937 110,371,234 42,725,988
Other 229,530,417 219,261,280 1,540,000 8,729,137

Derivative financial instruments

Assets:

Financial assets at fair value through profit @slo 507,107 - 374,088 133,019

Derivative financial assets for hedging 276,369 - 276,369 -

Liabilities:

Financial liabilities at fair value through prodit 4,318,318 - 4,318,318

loss
Derivative financial liabilities for hedging 17,453 - 17,453
December 31, 2012
Financial products measured
at fair value through profit or loss Total Level 1 Level 2 Level 3

Non-derivative financial instruments

Assets:

Available-for-sale financial assets $ 1,261,039,650 1,104,109,967 98,524,091 58,405,592
Security investment 217,668,168 217,570,259 - 97,909
Bond investment 830,805,022 681,317,569 96,984,091 52,503,362
Other 212,566,460 205,222,139 1,540,000 5,804,321

Derivative financial instruments

Assets:

Financial assets at fair value through profit @slo 3,614,087 - 3,406,448 207,639

Derivative financial assets for hedging 336,989 - 336,989 -

Liabilities:

Financial liabilities at fair value through prodit 1,523,683 - 1,523,683

-94 -



FUBON LIFE INSURANCE CO., LTD. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(CONT'D)
loss
June 30, 2012
Financial products measured
at fair value through profit or loss Total Level 1 Level 2 Level 3
Non-derivative financial instruments
Assets:
Financial assets at fair value through profit @slo $ 49,800 49,800 - -
Designated at initial recognition 49,800 49,800 - -
Available-for-sale financial assets 881,672,706 749,701,984 84,483,289 47,487,433
Security investment 185,190,151 185,190,151 - -
Bond investment 590,328,571 462,932,824 82,943,289 44,452,458
Other 106,153,984 101,579,009 1,540,000 3,034,975
Derivative financial instruments
Assets:
Financial assets at fair value through profit @slo 1,116,721 - 990,050 126,671
Derivative financial assets for hedging 377,940 - 377,940 -
Liabilities:
Financial liabilities at fair value through prodit 3,536,697 - 3,536,697 -
loss
January 1, 2012
Financial products measured
at fair value through profit or loss Total Level 1 Level 2 Level 3
Non-derivative financial instruments
Assets:
Financial assets at fair value through profit @slo $ 225,535 49,225 - 176,310
Designated at initial recognition 225,535 49,225 - 176,310
Available-for-sale financial assets 750,781,569 630,845,974 75,398,003 44,537,592
Security investment 143,321,176 143,321,176 - -
Bond investment 545,516,468 429,363,495 73,858,003 42,294,970
Other 61,943,925 58,161,303 1,540,000 2,242,622
Derivative financial instruments
Assets:
Financial assets at fair value through profit @slo 1,622,518 - 1,532,247 90,271
Derivative financial assets for hedging 401,765 - - 401,765
Liabilities:
Financial liabilities at fair value through prodit 4,052,735 - 3,802,150 250,585
loss

2. The movements in fair value measurements of financial assets in Level 3

For the six months ended June 30, 2013

Valuation profit or loss Increase Decrease

Recognized in

Balance at the other Transfer to Transferring to
beginning of Recognized in  comprehensive Purchase or Level 3 from Sale, disposal other tiers Balance at the
Name the year profit or loss income issuance other tiers or settlement from Level 3 end of the year
Financial assets at fair value
through profit or loss
Held for trading $ 207,639 (74,620) - - - - - 133,019
Available-for-sale financial 58,405,592 (3,204,096) (1,375,127) 4,077,133 585,074 4,812,103 2,117,542 51,558,931
assets
Total $ 58,613,231 (3,278,716) (1,375,127) 4,077,133 585,074 4,812,103 2,117,542 51,691,950
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For the six months ended June 30, 2012

Valuation profit or loss

Increase Decrease

Recognized in

Balance at the other Transfer to Transferring to
beginning of Recognized in  comprehensive Purchase or Level 3 from Sale, disposal other tiers Balance at the
Name the year profit or loss income issuance other tiers or settlement from Level 3 end of the year
Financial assets at fair value
through profit or loss
Held for trading $ 90,271 36,400 - 126,671
Designated at initial 176,310 176,310 -
recognition
Available-for-sale financial 44,537,592 (277,923) 1,075,344 3,633,909 1,102,088 83,950 2,499,627 47,487,433
assets
Derivative financial assets for 401,765 401,765
hedging
Total $ 45,205,938 (241,523) 1,075,344 3,633,909 1,102,088 83,950 3,077,702 47,614,104
3. The movements in fair value measurements of financial liabilitiesviel 3e
For the six months ended June 30, 2012
Valuation profit or loss Increase Decrease
Balance at the i i i i Transfer to i Transferring to
Recognized in  Recognized in Purchase or Sale, disposal Balance at the
Name beginning of . i i Level 3 from other tiers
profit or loss current income issuance . or settlement end of the year
the year other tiers from Level 3
Financial assets at fair value
through profit or loss
Held for trading $ 250,585 250,585

There is no disclosure required for six months ended June 30, 2013.

4. Sensitivity analysis of fair value to other reasonably poss#denaptions for fair
value measurements of financial instruments in Level 3

The fair value measurements of financial instruments aremabke. However, the
results of the measurements may vary in different valuation saitetlata are

applied.

For financial instruments in Level 3, if the price quote of counterparties or waluati
models increased or decreased by 10%, the effects of curr@mhenor other

comprehensive income were as follows:

Valuation profit or loss recognized in current

June 30, 2013 income

(Unit: NT$ thousands)

Valuation profit or loss recognized in other
comprehensive income

Classification Favorable changes Unfavorable change

Favorable changes Unfavorable change

Financial assets at fair value
through profit or loss

Held for trading $ 13,302 (13,302) - -
Available-for-sale financial assets - - 5,159,706 (5,159,706)
Total $ 13,302 (13,302) 5,159,706 (5,159,706)

Valuation profit or loss recognized in current

December 31, 2012 income

Valuation profit or loss recognized in other
comprehensive income

Classification Favorable changes Unfavorable change

Favorable changes Unfavorable change

Financial assets at fair value
through profit or loss
Held for trading $

20,764
Available-for-sale financial assets -

(20,764)

5,845,431 (5,845,431)
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Total $ 20,764 (20,764)

5,845,431 (5,845,431)

Valuation profit or loss recognized in current

June 30, 2012 income

Valuation profit or loss recognized in other
comprehensive income

Classification Favorable changes Unfavorable change

Favorable changes Unfavorable change

Financial assets at fair value
through profit or loss

Held for trading $ 12,667 (12,667) - -
Available-for-sale financial assets - - 4,750,564 (4,750,564)
Total $ 12,667 (12,667) 4,750,564 (4,750,564)

Valuation profit or loss recognized in current

January 1, 2012 income

Valuation profit or loss recognized in other
comprehensive income

Classification Favorable changes Unfavorable change

Favorable changes Unfavorable change

Financial assets at fair value
through profit or loss

Held for trading $ 9,027 (9,027) - -
Available-for-sale financial assets - - 4,454,942 (4,454,942)
Hedging Derivatives Assets - - 40,177 (40,177)
Financial liabilities at fair value 25,058 (25,058) - -

through profit or loss
Total $ 34,085 (34,085) 4,495,119 (4,495,119)

(W) Financial risk management

(@) Risk management system

1.

The organization structure of risk management

The Group set up a risk management committee which is underittigtion of the
board of directors and was convened by independent directors. Hupdovise the
overall risk control of the Group and report to the board of direcemslarly. In

order to effectively examine the Group’s risk management operavonspecial

committees were established.

a.

Assets and Liabilities Management Committee: The chaiwhahe Group
serves as the chairman of the committee. The committee densider the
balance between assets and liabilities, set up the stradeget bf assets and
liabilities and supervise the execution progress.

Operational Risk Management Committee: It is convened by #sedpnt to
supervise and manage the operational risk of the Group in orderte dss
management adopts appropriate risk management procedures within its
authority. Furthermore, in order to assist all business units itp @at the risk
control and to facilitate the coordination of other risk control effaéine Group’s
board of directors designates a chief risk officer to be in chafge risk
management department which is independent of all business unitsiskhe
management department executes or assists to execute riskl adurtly
following the regulation of risk management policy, organization rules
governing the risk management committee and organization rules gaytrain
risk related committee. The Group has established diverse aslagament
policy, stop-loss limit order, internal tiers authorization sysaewh criteria for
assessment in order to facilitate effective risk management.
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The risk management mechanism of the subsidiary in Vietnam is conducted per
the relevant regulations of local authority and the risk managemlestof the
Group. It is to control certain risks such as market, credit godllty risk and
measure and evaluate the overall investment position regularly.riSke
management staff prepares management and evaluation internabrmgni
reports for various risks.

2. Risk management policies

The Group pronounced Risk Management Policy under the consent of the board of
directors. The policy regulates the strategy and target asaw/éile mechanism of

risk management. The risk management strategy is based ogulsion of overall
operation target, management strategy and risk managementtolteistablish
appropriate risk management system and management procedure sdeasifto
evaluate, measure, supervise, respond and report potential risk. Through the
announcement of the risk management policies, the Group established clea
management targets, controlling methods and the responsibilitiaedpective
departments to ensure the operating capital is adequate and t® @refé for
shareholders.

3. Risk management process

The process of the Group’s risk management includes: Risk idatioh, risk
measurement, risk monitoring and risk report.

A. Risk identification: Risk factors refer to the internal artemal factors which
may subject the Group to certain risks during the operating prodsks;
identification is to confirm various risk factors and the sources of the rimks fr
investing activities.

B. Risk measurement: To set up quantitative and qualitative ristageaent
methods: Index and models and generate relevant risk management reports
effectively identify, measure and monitor risk exposure and to adimutieé
procedures to diminish, transfer and control the risks under an aceegtsdait.

C. Risk monitoring: Through risk management methods, mechanism and teports
continuously monitor various risk exposure in order to control and respond in
time.

D. Risk report: Except for the regular report during the monitgrmogess, the risk
management staff shall report immediately when abnormal har apecial
situation occurs and take appropriate actions (including the dimmgistontrol,
transfer and tolerating of risk) to minimize the possible impact to the Group

In accordance with the risk management policies of the Group, thg @ontrol
risks such as market risk, credit risk, liquidity risk, operatiok, lissurance risk,
assets and liabilities coordination risk. In addition to the arrapgeregulated by
the authorities, the Group also established measurement and evatnatiagement
mechanism to regularly prepare management and evaluation mapitepart for
various risks.
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4. Risk hedging and diminishing strategy

The Group takes capital scale and risk tolerance into consaeaaid review capital
adequacy regularly to ensure the capital is adequate. Furtherdpyocembining
several business aspects such as the understanding of the netkgt Group
operating strategy, product characteristics and risk controGtbep also analyzes
the risk structure and risk level of the overall position and cainstthe Group’s risk
within the pre-approved extent or adjusts the Group’s risk to aabdeextent. The
execution of risk hedging and diminishing strategy is adjusteddbasehe risk
tolerance of the Group.

(b) Credit risk analysis

Credit risk refers to the risk resulted from the deterioratibthe credit status of the
investment, the descending of credit rating, the credit risk @t@oh can be attributed to
the default of contracts, and the default of the trading instrunser@rsor counterparties
for fulfilling their obligation. The Group may suffer losses from these incidents.

The credit risk of the Group is mainly from the financial insteatrtransactions resulted
from operating activities. The primary transactions are ggaavestments and loans.
The Group mitigates the possibility of massive loss resulted naenconcentration of
portfolios by regularly monitoring the concentration statistic... Detassaifollows:

1. Credit risk exposure- industry

June 30, 2013 December 31, 2012 June 30, 2012 January 1, 2012

Financial assets Amount % Amount % Amount % Amount %

Industrial enterprise $ 12,766,392 0.96% 7,740,053 0.61% 7,657,986 0.64% 11,703,356 1.06%
Public business 47,574,274 3.58% 46,504,944 3.64% 39,287,696 3.28% 35,600,440 3.21%
Diversification 183,592 0.01% 188,200 0.01% 185,242 0.01% 186,518 0.02%
Mortgage backed securities 44,903,962 3.38% 47,766,083 3.74% 52,673,195 4.40% 55,551,867 5.01%
Financial sector 493,933,310 37.21% 460,979,487 36.07% 405,784,860 33.88% 324,473,100 29.27%
Consumer staples 28,387,295 2.14% 14,238,658 1.11% 12,024,754 1.00% 20,280,589 1.83%
Government 484,799,962 36.52% 524,679,901 41.06% 526,710,874 43.97% 509,860,856 46.00%
Technology 8,555,867 0.64% 3,593,078 0.28% 1,258,723 0.11% 2,972,331 0.27%
Raw material 26,370,423 1.99% 21,320,094 1.67% 19,769,920 1.65% 18,959,510 1.71%
Consumer discretionary 12,374,143 0.93% 8,409,744 0.66% 5,812,814 0.49% 10,414,357 0.94%
Energy 37,825,924 2.85% 26,973,732 2.11% 21,951,099 1.83% 14,507,054 1.31%
Assets backed securities 7,533,764 0.57% 8,908,019 0.70% 8,715,404 0.73% 10,454,576 0.94%
Telecommunication 29,959,054 2.26% 22,430,840 1.75% 15,425,101 1.29% 14,147,784 1.28%
Other 92,230,188 6.96% 84,202,921 6.59% 80,528,195 6.72% 79,270,134 7.15%
Total $ 1,327,398,150 _ 100.00% 1,277,935,754 100.00% 1,197,785,863 _ 100.00% 1,108,382,472 100.00%
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2. Credit risk exposure-geographic area

June 30, 2013 December 31, 2012 June 30, 2012 January 1, 2012

Financial assets Amount % Amount % Amount % Amount %

Taiwan $ 671,842,146 50.61% 661,418,682 51.76% 637,232,22¢ 53.20% 599,494,573 54.09%
Asia except Taiwan 127,455,96! 9.60% 120,265,767 9.41% 107,380,06! 8.96% 78,852,333 7.11%
North America 278,704,39: 21.00% 220,893,795 17.28% 196,536,20! 16.41% 196,410,203 17.72%
Middle and South America 19,824,41¢ 1.49% 20,308,199 1.59% 18,248,75¢ 1.52% 13,338,332 1.20%
Europe 221,933,69' 16.72% 249,180,448 19.50% 232,914,08¢ 19.45% 217,995,713 19.67%
Africa/Middle East 7,637,53¢ 0.58% 5,868,863 0.46% 5,474,52¢ 0.46% 2,291,318 0.21%
Total $ 1,327,398,15 100.00% 1,277,935,754 _ 100.00% 1,197,785,86: 100.00% 1,108,382,472 _ 100.00%

In terms of credit quality, the Group traces the credibhgadata of various credit
rating institutions regularly for normal assets which are notdaeeand not impaired
and categories the quality into three levels, which are lowrriskjum risk and high
risk based on the credit rating. The definition of each level is as follows:

Low risk: The issuers or the counterparties are rated as robalsbwee to fulfill their
obligation of the contracts. Even under various negative news or disagk@uda
economic conditions, the companies are capable of dealing with the situations.

Medium risk: The issuers or the counterparties have lower capadfilfulfilling

their obligation. Negative news or disadvantageous economic conditiops ma
weaken their financial statuses and result in the doubt ofiags@tment or the loss

of the Group.

High risk: The possibility that the issuers or counterpaftigl their obligation is
remote and mainly relies on the business environment. Negative aews
disadvantageous economic conditions will lower their ability andngilless to
fulfill their obligation.

The impaired amount refers to the amount provided for all finanssaits based on
the regulations of accounting standards. Under the principle of prudeae@mount

is able to reflect the current value of the impairment and incladesdue but not
impaired financial assets and the accumulated impairment loss.

Credit analysis of financial assets

June 30, 2013

Overdue but not Accumulated

Total

Total

Total

Low risk Medium risk High risk No credit rating impaired Impaired impairment
$ 1,046,721,391 276,097,258 1,130,308 1,000,000 7,510,768 3,991,472
December 31, 2012
X i X o o Overdue but not . Accumulated
Low risk Medium risk High risk No credit rating ] . Impaired . .
impaired impairment
$ 1,040,834,069 230,384,554 1,189,329 1,000,000 9,810,367 4,140,704
June 30, 2012
X X X . X . . Overdue but not . Accumulated
Low risk Medium risk High risk No credit rating K . Impaired i i
impaired impairment
$ 989,822,319 200,305,933 1,219,838 1,000,000 11,174,259 4,840,447
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January 1, 2012

i ' i o L Overdue but not . Accumulated
Low risk Medium risk High risk No credit rating . . Impaired i i
impaired impairment

Total $ 949,947,564 149,948,331 12,197,724 1,034,333 - 12,098,566 4,950,438

Notel: Normal assets include debt assets but not funds and stocksedigrad
accumulated impairment include debt assets and security dssetéred
refer to the book value of the impaired assets plus accumulated impairment.

Note2: Based on the credit ratings of the issuers or the guaranteesaderir
Note3: Adopt S&P, Moody’s, Fitch and Taiwan Ratings, whichever is lower.

Note4: No credit rating refers to the preferred stock of Taiwégh Speed Rail
Corporation and is classified as debt instrument without active market.

The credit risk of the subsidiary in Vietham comes from thanicial instrument
transaction of operating activities. All of the investment expogisaved in the
local banks in Vietnam as time deposits. There are no secorifi@agns and there is
no exposure outside of the domain of Vietham.

The Group mitigates the risk of concentration in single financistditution by
statistical controlling and monitoring regularly. As of June 30, 20tBRecember

31, June 30, and January 1, 2012, respectively, the time deposits of the subsidiary ir
Vietnam amounted to $888,309, $916,426, $995,591, and $1,059,162.

3. Liquidity risk analysis

The liquidity risk of financial instruments is divided into capltglidity risk and
market liquidity risk. Capital liquidity risk refers to the riglat the Group does not
possess sufficient cash and is not able to raise funds in tinfimalhgfailed to fulfill

the obligation (debt repayment); Market liquidity risk referdyrisk that the Group

is not able to settle or offset current position with reasonable market price tee to t
shallow market depth or market disorder or the oversized possessitre of
investment position and finally the Group may suffer from losses.

In terms of capital liquidity risk, the Group manages it in 2 aspsbort term and
mid-to-long term. Except for the capital liquidity ratio set wp the index of
measurement and control of short-term liquidity, relevant deparsmbkave
established prompt capital report mechanism and apply propemncyrmearket
instruments or foreign exchange derivative instruments for dagitat movement;
Mid-to-long term capital liquidity management is reviewed hg tAssets and
Liabilities Management Committee. The Company applies cash flalysis model
to monitor the coordination of assets and liabilities in order to lower related risks
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Regarding the market liquidity risk, the risk management depattof the Group
established monitoring mechanism in terms of daily transactioneontmation,
investment position limit and current assets deployment in ordercid anarket
liquidity risk. In addition, the Group established complete crisisagament and
responding mechanism to cope with significant capital demand of unosual
emergent situations.

The Group possesses sufficient operating funds, including cash carmuastient
and securities with excellent liquidity such as government bondover the
investments and debt repayments. Therefore, the liquidity risk ofstbep is
extremely low. In addition, the derivative financial instrument<ahmup engages in,
such as delivery forward contracts, currency swap contracts, @auogs\cy swap
contracts, are all of highly liquid currencies. The possibility thay are not able to
be sold at reasonable prices in the market is minimum, and thetb&rearket
liquidity risk is low. Furthermore, the delivery forward contsaaturrency swap
contracts and cross currency swap contracts which matured are mestiyeskand
the capital to pay for the settlements is sufficient. Thuscaipéal liquidity risk is
minimum.

The maturity structure of the assets and liabilities of the Group is listea:be

June 30, 2013

<1 year 1~3 years 3~5 years >5 years Total
Financial liabilities at fair value $ 4,260,465 - 57,853 - 4,318,318
through profit or loss
Derivative financial liabilities - - 1,465 15,988 17,453
for hedging
Total $ 4,260,465 - 59,318 15,988 4,335,771
December 31, 2012
<1 year 1~3 years 3~5 years >5 years Total
Financial liabilities at fair value $ 700,401 - 126,142 696,736 1,523,279

through profit or loss

June 30, 2012
<1 year 1~3 years 3~5 years >5 years Total
Financial liabilities at fair value $ 2,602,636 - 110,751 820,925 3,534,312

through profit or loss

January 1, 2012
<1 year 1~3 years 3~5 years >5 years Total
Financial liabilities at fair value $ 3,638,822 - 140,702 250,584 4,030,108

through profit or loss

Note: the statistics of the table is based on the maturity sfaeified in the
contracts (year=Act/365) and the amount is the book value.
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The subsidiary in Vietnam does not possess any security invesirhentperating
capital is enough for investment, debt repayment and fulfilling ccntdaigation;
the derivative financial instruments which the subsidiary ergjageuch as delivery
forward contracts, currency swap contracts and cross curneagycentracts, are all
for the purpose of coordinating the short-term time deposits in bmats. The
contracts are mostly extended when they are matured and the capital liqskdisy ri
minimum. The duration of all the financial instruments possessddebgubsidiary
in Vietnam is less than 1 year.

4. Market risk analysis

Market risk refers to the risk that the value of assets dsese due to
disadvantageous movement of the market price and this may resuteveraue
reduction to the Group. The risk factors of the market priceudictn include
interest rates, foreign exchange rates, stock prices, and commodity prices.

Guided by Assets and Liabilities Management Committee, the Ga&ep financial
environment, all the economic indicators, liability risk properaes ALM into
account, to choose appropriate investment target through risk contbbanem.
Under the consent of regulatory framework and market environment, ch@wging
acquisition of long-term assets is monitored by the Assets aabilities
Management Committee. This is to allow assets and liabildgiesordinate better in
terms of payment terms and profits, to pursue long term businegsraiedt the
rights of policyholders. This will also reduce the influence on arste contract
caused by market risk and eventually lower the potential loss to the Group.

The Group widely applies various risk management instruments tareaasrket
risk. The primary methods adopted would be Value at Risk (VaR) ansitiity
Analysis. By using these 2 instruments, the Group is able to measoméor and
manage market risk completely and effectively.

A. Value at Risk

Value at Risk is to apply statistical techniques to meadwugemaximum
potential loss of the investment portfolio resulted from markdét fastor
variation in a given period of time and under certain confidence intéral
Group applies 99% as the confidence interval to predict the Véieinext 10
days.

The VaR model applied to manage risk shall be examined rettosge and

continuously to ensure that the Group is able to measure the maximemtigiot
risk of the portfolios reasonably, completely and accurately.
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B. Sensitivity analysis

Except for using VaR to manage market risk, the Group adopts sewsitivi
analysis to serve as a basis for corporate risk analysisalegkand operation
management. Sensitivity analysis is to measure the amount changke
portfolio value resulted from the variation of single risk factonisTwill
facilitate the Group to understand how each variation of risk fact@g
influence the portfolios in certain extreme scenarios.

Sensitivity analysis
(Unit: NT$ thousands)

June 30, 2013
Change in
Risk factor Variation profit or loss Change in Equity
Equity risk (Price) Price incline by 10% - 24,019,909
Price decline by 10% - (24,019,909
Interest rate risk (Yield curve) |Interest rate curve(USD) incline by 100BPS 466 (37,794,822
Interest rate curve(NTD) incline by 100BPS (390)395 (35,946,256
Interest rate curve(Other currency) incline by 1B&8 - (4,951,229
Interest rate curve(USD) decline by 100BPS (249) 44,209,549
Interest rate curve(NTD) decline by 100BPS 415,508 39,051,755
Interest rate curve(Other currency) decline by 128B - 5,410,080
Exchange rate risk (Currency |NT$ to all currency incline by 3% (1,863,630) (3,783,429
exchange rate) NT$ to all currency decline by 3% 1,863,680 3,783,429
December 31, 2012
Change in
Risk factor Variation profit or loss Change in Equity
Equity risk (Price) Price incline by 10% - 18,223,322
Price decline by 10% - (18,223,322
Interest rate risk (Yield curve) |Interest rate curve(USD) incline by 100BPS 976,283 (24,056,453
Interest rate curve(NTD) incline by 100BPS (250)p61 (35,910,591
Interest rate curve(Other currency) incline by 1B&H# - (12,449,282
Interest rate curve(USD) decline by 100BPS (1,08B)|9 28,914,542
Interest rate curve(NTD) decline by 100BPS 260,043 38,495,661,
Interest rate curve(Other currency) decline by 128B - 14,737,103
Exchange rate risk (Currency |NT$ to all currency incline by 3% (2,659,495) (4,107,842
exchange rate) NT$ to all currency decline by 3% 2,659,495 4,107,842
June 30, 2012
Change in
Risk factor Variation profit or loss Change in Equity
Equity risk (Price) Price incline by 10% 4,980 15,206,781
Price decline by 10% (4,980 (15,206,781
Interest rate risk (Yield curve) |Interest rate curve(USD) incline by 100BPS 1,368,56 (17,569,989
Interest rate curve(NTD) incline by 100BPS (279064 (19,207,164
Interest rate curve(Other currency) incline by 1B&H# - (5,838,027
Interest rate curve(USD) decline by 100BPS (1,333)[8 20,383,016
Interest rate curve(NTD) decline by 100BPS 290,038 19,384,707
Interest rate curve(Other currency) decline by 128B - 6,665,600
Exchange rate risk (Currency |NT$ to all currency incline by 3% (3,426,2%2) (1,106,500
exchange rate) NT$ to all currency decline by 3% 3,426,252 1,106,500
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January 1, 2012
Change in
Risk factor Variation profit or loss Change in Equity

Equity risk (Price) Price incline by 10% 4,953 9,854,971
Price decline by 10% (4,953 (9,854,971

Interest rate risk (Yield curve) |Interest rate curve(USD) incline by 100BPS 517,$23 (13,224,766
Interest rate curve(NTD) incline by 100BPS (383471 (15,618,151

Interest rate curve(Other currency) incline by 1B&8 - (5,184,834

Interest rate curve(USD) decline by 100BPS (583,043 15,615,088

Interest rate curve(NTD) decline by 100BPS 450,926 14,945,575

Interest rate curve(Other currency) decline by 128B - 5,954,140

Exchange rate risk (Currency |NT$ to all currency incline by 3% (3,838,719) (606,784
exchange rate) NT$ to all currency decline by 3% 3,838,719 606,784

Note: Positions of sensitivity analysis of equity risk and irsterate variation
mainly include financial assets at fair value through profikoes and
available-for-sale financial assets. The positions of equstyiriclude
stocks and funds (excluding currency funds and debt funds); the scenario
of interest rate variation includes debts and debt funds. The posifions o
sensitivity analysis of exchange rate variation exclude forgigurance
policy assets

The subsidiary in Vietnam is still in the preliminary phasemdration. Most
investments are conducted with equity funds and funds from loans areumini
Considering the unique financial environment and risk characteristics of
Vietnam, the operating funds are all saved in local financiatutishs as time
deposits. Therefore, the market risk the Group faces is minimum.

In the future, the Group is going to choose appropriate investment targets based
on the investment environment in Vietnam and the coordination betwsets a

and liabilities. In addition, the Group will pursue long-term and robpesration

and protect the right of the insured as well as to mitigateptssible loss
resulted from market risk.

(X) Capital management

The targets of capital management of the Group, per the regulatimssirance Bureau, FSC,
are to maintain minimum regulatory capital, monitor the adequacyhefability of
discharging, prevent possible risk from operation, protect the irdenéghe insured and
realize the benefit of shareholders and other stakeholders.

Meanwhile, the capital management of the Group is restricteth&y domestic regulations
such as the operating deposit paid to the National Treasury Admiloist legal reserve and
special reserve. Please refer to Note 6 (J) and (M).

The Group manages capital through monitoring the annual and semi-aabiligy kdequacy

reports and the annual dynamic capital adequacy forecast in oetesue that the Group is
equipped with adequate ability of discharging and rate of return.
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In accordance with “Regulations Governing Capital Adequacy of anser Companies”,
capital adequacy refers to ration of the adjusted net capitals/the risk-based capital. When
the capital adequacy of an insurance Group is lower than 200% atitheegulated by the
competent authority, the Group is not allowed to purchase its outstasidangs or to
distribute the earnings of the year reported. When the capital adeguwithin 150% to
200% or below 150%, the competent authority may take certain supemrsegdures which
include but not limited to: To request the people in charge of theammseiGroup to execute
capital increase in a given period of time or to submit other prbdosafinancial
improvements, to request the insurance Group to stop selling inspradcets or to limit the
start of new insurance products, to limit the use of its capitdispatch officers to supervise
its operation or conduct other necessary procedures.

As of June 30, 2013 and December 31, June 30, and January 1, 2012, the capital adequacy
the Group is located within 200% to 250% and is above the minimum raqtiested by the
competent authority.

As of June 30, 2013, the method of capital management for the sixisnointhe Group
remains the same.

Other
(@) The Group’s significant foreign financial assets and financialitiabiwere as follows:
June 30, 2013 December 31, 2012
Foreign Foreign
Currency Rate (Note 2) NTD Currency Rate (Note 2) NTD

Financial Assets
Monetary items (Note 1)
uUsD $ 19,775,632  30.120/29.990/2828 594,894,891 17,754,301  29.136/29.036/29.01 516,842,602
EUR 99,266 39.358/39.13 3,906,742 883,979 38.433/38.47! 33,974,266
AUD 1,499,654 27.813/27.75! 41,662,815 1,520,040 30.237/30.16: 45,901,773
Non-monetary items
uUsD 5,783,575 30.12/29.9¢ 173,882,137 6,163,004 29.136/29.03! 179,353,663
HKD 2,849,833 3.883 11,065,173 3,506,358 3.759 13,181,077

Derivatives Financial
Instruments (Note 1)

UsSD - 30.12 210,123 - 29.136/29.01: (563,191)
Equity investment under
equity method

CNY 88,875 49116 436,522 122,142 4.681 571,720
June 30, 2012 January 1, 2012
Foreign Foreign
Currency Rate (Note 2) NTD Currency Rate (Note 2) NTD

Financial Assets

Monetary items (Note 1)

uUsD $ 15,574,30° 29.900/29.877/29.81 465,577,934 14,109,800 30.272/30.29/30.26 427,316,250
EUR 1,015,329 37.614/37.57/37.55 38,190,740 998,671  39.179/39.192/38.9¢ 39,140,036
AUD 1,409,885  30.450/30.392/30.3¢ 42,889,934 1,075,871  30.620/30.748/30.8C 33,119,594
Non-monetary items

usD 2,456,160  29.900/29.877/29.87 73,412,531 1,076,499 30.272/30.291 32,619,878

Derivatives Financial
Instruments (Note 1)

UsD - 29.9 (1,022,940) - 30.506/30.29! (92,912)
Equity investment under
equity method

CNY 145,525 4.705 684,668 163,089 4.812 784,755

Note 1: Each balance listed is greater than 5% of total monetary items.

Note 2: The adopted currency is based on the nature of the asset.
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(b) The amounts of total assets and liabilities which will lm®vered or settled within or
more than 12 months of the balance sheet date were as follows.

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
Asset:
Recovery within 12 months $ 740,896,308 669,827,368 578,346,785 479,253,277
Recovery beyond than 12 1,521,866,118 1,488,985,416 1,404,904,666 1,319,059,539
months
Liability :
Settlement within 12 months 37,176,285 27,822,233 19,066,995 18,492,069

Settlement beyond than 12 1,850,243,102 1,676,287,226

months

2,083,303,159 1,964,081,999

(7) RELATED PARTY TRANSACTIONS
(A) Names and relationships of related parties
Name of Related Party

Fubon Financial Holding Co.,Ltd.
Fubon Property & Casualty Insurance Co., Ltd.

Relationship with the Group
Parent Group
The Group which held 50%

Fubon Insurance Co., Ltd.

Taipei Fubon Commercial Bank Co., Ltd.
Fubon Securities Co., Ltd.

Fubon Securities Investment Trust Co.,Ltd
Fubon Financial Holding Venture Capital
Fubon Assets Management Co., Ltd.

Fubon Direct Marketing Consulting Co., Ltd.
Fubon Bank (Hong Kong) Limited

Taiwan Sports Lottery Co., Ltd.

Fubon Insurance (Vietham) Co., Ltd.

Fubon Futures Co., Ltd.

Fubon Securities Investment Consulting Co.,Ltd
Taipei Fubon Bank Insurance Agency Co., Ltd.
Citibank Taiwan Commercial Bank Co., Ltd.
Fulee Life Insurance Agent Co., Ltd.

Fubon Real Estate Management Co., Ltd.
Fubon Construction Management Co., Ltd.
Fubon Land Co., Ltd

Fubon Multimedia Technology Co., Ltd.
Fusheng Life Insurance Agent Co., Ltd
Fusheng Insurance Agent Co., Ltd

Taipei City Government

TWM Broadband

Taiwan Cellular Co., Ltd.

The same parent Group
The same parent Group
The same parent Group
The same parent Group
The same parent Group
The same parent Group
The same parent Group
The same parent Group
The same parent Group
Subsidiary of subsidiary
Subsidiary of subsidiary
Subsidiary of subsidiary
Subsidiary of subsidiary
Affiliates (Notel)
Affiliates

Affiliates

Affiliates

Affiliates

Affiliates

Affiliates

Affiliates

Affiliates

Affiliates

Affiliates

Taiwan Cellular Co., Ltd. Basketball Entertainment CoAffiliates

Ltd.

TWM solution

Taiwan Customer Service Technology Co., Ltd.
Taiwan High Speed Railway Co., Ltd.

World Vision Taiwan
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Name of Related Party Relationship with the Group

Fubon Culture and Education Foundation Affiliates

Fubon Charity Foundation Affiliates

Fubon Art Foundation Affiliates

Broadcasting Corporation of China Affiliates

Sinostar Capital Co., Ltd. Affiliates

Century Development Corporation Affiliates

Chung Hsing Construction Co., Ltd. Affiliates

Ming Tung Investment Co., Ltd. Affiliates

Mangrove Cable TV Inc. Affiliates(Note 2)

WinTV Broadcasting Co., Ltd. Affiliates

Foundation of Universal Design Education Affiliates

Other related parties Directors, supervisors, managers

and their close relatives, etc.
Notel: No longer a related party commencing from the third quarter of 2012.
Note2: No longer a related party commencing from January 2013.

(B) Significant transactions with related parties for the six monthsdehdw®e 30, 2012 and 2013
were as follows:

(@) Gross Written Premiums

For the second For the second For the six For the six
quarter ended quarter ended months ended months ended
June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012
Fubon Insurance Co., Ltd. $ 11,002 10,189 17,293 20,394
Fubon Securities Co., Ltd. 12,670 9,877 19,092 19,762
Taipei Fubon Commercial Bank 38,740 29,210 65,374 51,330
Co., Ltd.
Affiliates 20,037 35 30,037 12,300
Others (accounts with balance 23,887 25,866 75,321 35,628
less than $ 10,000)
Total $ 106,336 75,177 207,117 139,414

The terms of the above transactions were similar to those with non-relaied.par

(b) Rental revenue and refundable deposits

June 30, 2013 December 31, 2012
Guarantee Unearned rental Guarantee Unearned rental
deposits received revenue deposits received revenue

Fubon Multimedia Technology $ 83,042 - 55,823

Co., Ltd.
Others (‘accounts with balance 12,176 160 2,904 580

less than $10,000)
Total $ 95,218 160 58,727 580
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June 30, 2012 January 1, 2012

Guarantee Unearned rental Guarantee Unearned rental
deposits received revenue deposits received revenue
Fubon Multimedia Technology $ 55,823 - 55,823 -
Co., Ltd.
Others (‘accounts with balance 2,696 770 2,691 338
less than $10,000)
Total $ 58,519 770 58,514 338
For the second For the second For the six For the six

months ended
June 30, 2012

months ended
June 30, 2013

quarter ended
June 30, 2013

quarter ended
June 30, 2012

Rental revenue

Fubon Multimedia Technology $ 29,683 30,759 59,350 61,526
Co., Ltd.

Others (‘accounts with balance 5,080 4,780 10,116 10,884
less than $10,000)

Total $ 34,763 35,539 69,466 72,410

Guarantee deposits amounted to $95,218, $58,727, $58,519, and $58,514 as of June 3
2013 and December 31, June 30, and January 1, 2012, respectively. Also,ventsse

from real estate investments amounted to $33,995, $34,529, $68,064, and $70,121 for th
second quarter and the six months ended June 30, 2013 and 2012, respectively. Rent
revenues and refundable deposits from real estate investmentewatad for gain on

real estate investments and guarantee deposits received, respectively.

Rental expense and refundable deposits

The details of rental expense and guarantee deposit paid witlatez parties for the six
months ended June, 2012 and 2013 were as follows:

Guarantee deposit paid:

December 31,

Name of related party June 30, 2013 2012 June 30, 2012 January 1, 2012 Note
Fubon Insurance Co., Ltd. $ 9,669 9,669 9,669 10,262 Office rent
Others (accounts with balance of 5,979 4,820 4,432 4,431 Office rent

less than 10,000)
Total $ 15,648 14,489 14,101 14,693
Rental expense:
For the second For the second For the six For the six

quarter ended

quarter ended

months ended

months ended

Name of related party June 30,2013 June 30,2012 June 30,2013 June 30, 2012 Note
Fubon Insurance Co., Ltd. $ 14,712 14,375 29,517 28,935 Office rent
Others (accounts with balance of 7,233 6,842 14,466 13,488 Office rent

less than 10,000)
Total $ 21,945 21,217 43,983 42,423

The above-mentioned leases were operating leases and the tdrarsactions were
similar to those with non-related parties.
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(d) Marketing revenue

Name of related party

(CONT'D)

For the second
quarter ended
June 30, 2013

For the second
quarter ended
June 30, 2012

For the six
months ended
June 30, 2013

For the six
months ended
June 30, 2012

Fubon Insurance Co., Ltd. $ 38,035 48,359 86,203 86,953
Taipei Fubon Commercial Bank 6,805 2,700 16,378 6,388
Co., Ltd.
Fubon Securities Co., Ltd. 394 (4,836) 761 (4,655)
Total $ 45,234 46,223 103,342 88,686
(e) Marketing expense
For the second For the second For the six For the six

Name of related party

quarter ended
June 30, 2013

quarter ended
June 30, 2012

months ended
June 30, 2013

months ended
June 30, 2012

Fubon Securities Co., Ltd.

Other ( accounts with balance of

less than 10,000)

Total

(H Commission expense

Name of related party

$ 8,395 3,630 26,165 6,073
1,755 4,029 3,911 7,275

$ 10,150 7,659 30,076 13,348

For the second For the second For the six For the six

quarter ended
June 30, 2013

quarter ended
June 30, 2012

months ended
June 30, 2013

months ended
June 30, 2012

Taipei Fubon Bank Insurance $ 2,321 8,442 7,026 14,235
Agency Co., Ltd.

Taipei Fubon Commercial Bank 610,853 1,155,367 1,319,889 2,078,807
Co., Ltd.

Fusheng Life Insurance Agency 147,877 127,463 271,986 272,465
Co., Ltd.

Fulee Life Insurance Agency 596 803 1,240 1,377
Co., Ltd.

Total $ 761,647 1,292,075 1,600,141 2,366,884

The above commission does not include unamortized deferred commissidetaitseof

which were as follows:

December 31,

Name of related party June 30, 2013 2012 June 30,2012  January 1, 2012
Taipei Fubon Commercial Bank $ 28,289 40,468 15,293 25,352
Co., Ltd.
Fusheng Life Insurance Agency 197,369 202,782 363,246 388,163
Co., Ltd.
Fulee Life Insurance Agency 16 - 11,704 12,766
Co., Ltd.
Total $ 225,674 243,250 390,243 426,281
(g) Commission revenues from investment-linked insurance policy
For the second For the second For the six For the six

Name of related party

quarter ended
June 30, 2013

quarter ended

June 30, 2012

months ended
June 30, 2013

months ended
June 30, 2012

Fubon Securities Investment

$ 2,522

319

4,600

1,303

Trust Co., Ltd.
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For the second For the second For the six For the six
quarter ended quarter ended months ended months ended
Name of related party June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012
Taipei Fubon Commercial Bank $ 49,379 97,958 98,564 180,710
Co., Ltd.
Citibank Taiwan Commercial - 18 - 18
Bank Co., Ltd.
Total $ 49,379 97,976 98,564 180,728

() Interest receivable with related parties:

December 31,

Name of related party June 30, 2013 2012 June 30,2012  January 1, 2012
Taipei Fubon Commercial $ 198,948 182,856 182,424 151,120
Bank Co., Ltd.

() Loans to related parties were as follows:

1. Secured loans

For the six months ended June 30, 2013

Collateral terms
are the same

Name of Maximum Ending Performing with other
Category related party Amount Balance situation Collateral regular clients
Residence mortgage loans 25 affiliates $ 230,744 204,920 Normal Real estate YES

For the six months ended June 30, 2012

Collateral terms
are the same

Name of Maximum Ending Performing with other
Category related party Amount Balance situation Collateral regular clients
Residence mortgage loans 18 affiliates $ 102,403 99,567 Normal Real estate YES

2. The terms of collateral loans granted to related parties siumitar to those with
non-related parties. Furthermore, the fair value of the collatkes been evaluated
to be sufficient to cover the loans, so that management is expatrige creditor’s

right can be assured.

3. Life insurance loans

For the six months ended June 30, 2013

Collateral terms
are the same

Name of Maximum Ending Performing with other
Category related party Amount Balance situation Collateral regular clients
Life insurance loans 7 affiliates  $ 4,403 3,981 Normal Policy value YES

For the six months ended June 30, 2012

Collateral terms
are the same

Name of Maximum Ending Performing with other
Category related party Amount Balance situation Collateral regular clients
Life insurance loans 5 affiliates  $ 4,298 4,298 Normal Policy value YES
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4. Interest rate of policy loans applied to related partidetsrmined by the higher of
the interest rate of the insurance policy plus 0.5% or the avaragest rate of the
domestic banks. Policy loans granted to related parties emenileed based on the
cash surrender value of insurance contracts, so that managemgredtng that the
creditor’s right can be assured.

(k) Bonds transactions

1. Purchases

For the second For the second
guarter ended June quarter ended June
Name of related party 30, 2013 30, 2012
Taipei Fubon Commercial Bank Co., $ 1,612,453 3,108,068
Ltd.
2. Sales
For the second For the second
guarter ended June quarter ended June
Name of related party 30, 2013 30, 2012
Taipei Fubon Commercial Bank Co., $ 2,606,996 1,896,433
Ltd.

3. Bonds purchased under resell agreements

For the second For the six
guarter ended months ended
June 30, 2012 June 30, 2012 June 30, 2012

Repo of
Government
Name of related party Interest Revenue Interest Revenue Bonds
Taipei Fubon Commercial $ 3,349 5,937 1,600,000

Bank Co., Ltd.

Note: There was no bond transaction with related parties forxheaiths ended
June, 2013.

() Fubon Life Insurance purchased financial bonds and corporate bondsFirban
Securities Investment Trust Co., Ltd. totaling $16,116,457 for the yead &ebember
31, 2006. Fubon Securities commits to pay interest thereon on a quarterly basis to Fubol
Life Insurance at a 90 day CP+20BP interest rate until the boatige. For the second
guarter and the six months ended June 30, 2013 and 2012, the Group receitedatste |
income of $587, $517, $1,183, and $1,022, respectively.
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(m) Other expenses

For the second For the second
quarter ended

quarter ended

For the six
months ended

For the six
months ended

Names of related parties Nature June 30, 2013 June 30,2012 June 30,2013 June 30, 2012
Fubon Securities Co., Ltd. Entrusted with the sale  $ 23,850 13,855 35,890 32,605
fee
Fubon Real Estate Building management fee 7,910 18,291 17,925 35,168
Management Co., Ltd.
Fubon Insurance Co., Ltd. Non-life insurance 4,652 8,254 7,381 10,128
TWM Solution Telephone fee 12,097 10,609 23,390 21,432
Taipei Fubon Commercial Credit card fee etc. 75,492 60,989 151,721 135,735
Bank Co., Ltd.
Fubon Cultural & Donation fee - 6,796 13,812 6,796
Educational
Foundation
Fubon Charity Foundation Donation fee 4,201 9,434 19,565 13,424
Fubon Art Foundation Donation fee - 12,526 11,452 12,526
Total $ 140,754 281,136 267,814
128,202

(n) Other expenses (There was no individual expense item of more than $10,000)

For the second
quarter ended

For the second
quarter ended

For the six
months ended

For the six
months ended

Nature June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012
Management fees $ 2,029 2,061 4,037 4,157
Administrative expenses 6,104 - 9,414 -
Operating expenses 5,757 6,414 10,308 13,651
Total $ 13,890 8,475 23,759 17,808

(0) The details of security lending charge between the

Group amdldted party were as

follows:
For the second For the second For the six For the six
quarter ended quarter ended months ended months ended
Nature June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012
Fubon Securities Co., Ltd. $ 2,422 8,900 7,335 10,872

(p) Deposits with related party

Deposits with related parties were as follows:

December 31,

Nature June 30, 2013 2012 June 30,2012 January 1, 2012

Taipei Fubon Commercial Bank

Co., Ltd.

Check deposits $ 31,675 24,184 31,471 21,762

Demand deposits 7,967,969 11,864,685 16,248,434 19,973,803

Time deposits 6,400,930 2,400,930 15,000,930 14,731,776

Structured deposits 3,031,004 3,059,410 3,087,911 3,115,842
Citibank Taiwan Commercial

Bank Co., Ltd.

Demand deposits - - 1,566,361 -
Total $ 17,431,578 17,349,209 35,935,107 37,843,183

Deposits mentioned above exclude investment-linked insurance pdetg aStherwise,
structured deposits were accounted for other financial assets.
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(q) Certain investment funds purchased from Fubon Securities Iremisimust Co., Ltd.
were as follows:

December 31,

Nature June 30, 2013 2012 June 30, 2012 January 1, 2012

Fubon Precision Fund $ - - - 4,849

Fubon Supreme Fund - - - 1,921

Fubon Fund 199,461 188,077 176,446 167,042

Fubon High Grow-Up Fund - - - 400

Fubon China Growth Fund - - - 1,034

Fubon Chi-Hsiang Fund 1,500,740 1,209,876 - 704,027

Fubon Chi-Hsiang Money - - 706,416 4,024
Market Fund

Fubon Fu-Bao Fund - - - 95

Fubon Global REIT Fund - - - 244

Fubon Taiwan Heart Fund - - - 122

Fubon Agriculture and Food - 74,240 72,400 67,680
ETF Fund

Fubon Emerging Asia Growth 28,830 64,890 60,410 128,100
Equity Fund

Fubon Technology ETF Fund 137,999 131,890 118,267 123,634

Fubon Morgan ETF Fund 96,060 89,011 81,565 79,974

Fubon Taiwan Eight Industries 105,892 107,475 97,946 104,074
ETF Fund

Fubon Taiwan Finance ETF 107,415 98,584 87,826 98,343
Fund

Fubon SSE 180 ETF 284,400 - - -

Fubon Strategic High 94,225 - - -
Income-Type A

Fubon Strategic High 94,214 - 91,202 -
Income-Type B

Total $ 2,649,236 1,964,043 1,492,478 1,485,563

(r) Account balance under the Discretionary Investment Service

December 31,
Names of related parties June 30, 2013 2012 June 30,2012  January 1, 2012
Fubon Securities Co., Ltd. $ 39,877,807 40,297,622 39,761,271 41,587,523

(s) Other receivable (payable)

December 31,

Names of related parties June 30, 2013 2012 June 30,2012  January 1, 2012

Fubon Finance Holding Co., $ 2,263,416 1,250,516 860,669 -
Ltd.(Receivable)

Fubon Finance Holding Co., (593,157) (676,060) (630,927) (83,795)
Ltd.(Payable)

Taipei Fubon Commercial Bank (252,839) (506,495) (441,434) (517,309)
Co., Ltd.

Fubon Insurance Co., Ltd. 90,466 51,632 80,741 23,695

Fusheng Life Insurance Agency (54,867) (78,080) (63,657) (81,289)
Co., Ltd.

Other (accounts with balance (7,079) (6,009) (2,945) 97
less than $10,000)

Total 1,445,940 35,504 (197,553) (658,601)

Because Fubon Financial Holding was elected to be the tax pgl€aitd jointly declare
profit-seeking enterprise income tax in accordance with tlevast provision of the
Income Tax Law, the income tax benefit resulted from tax refigogivable and
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operation loss were recognized as account receivables due frparéimné Group. Except

for the above mentioned receivables (payables), there are seveeal patyments
collected for others amounted to $232, $5,043, $781, and $693 as of June 30, 2013 an
December 31, June 30, and January 1, 2012, respectively.

() Prepayment

December 31, January 1,
Names of related parties Nature June 30, 2013 2012 June 30, 2012 2012
Taipei Fubon Commercial reward and fee $ 11,329 100 100
Bank Co., Ltd.
Fubon Insurance Co., Ltd. Insurance fee 29,125 2,687 24,069
and
personnel
expense
Other ( accounts with balance 2,100 2,800 7,000 2,900
of less than 10,000)
Total $ 42,554 5,587 31,169 2,900

(u) Property Exchange
As of June 30, 2013 and December 31, June 30, and January 1, 2012, respectively, th
Group paid Fubon Construction Management Co., Ltd. the real estatd retets of
$57,631 , $45,248 , $30,069 and $30,069, under investment properties.

(v) The guarantee deposit for futures and options with related parties wellewas

December 31, January 1,
Names of related parties Nature June 30, 2013 2012 June 30, 2012 2012
Fubon Futures Co., Ltd. $ 7,394 7,388 7,382 7,377

The above amounts were recorded as other financial assets.

(w) Negotiable certificate of deposit

December 31,

Names of related parties June 30, 2013 2012 June 30,2012 January 1, 2012
Taipei Fubon Commercial - - - 7,500
Bank Co., Ltd.

(x) The derivative financial instruments which The Group engagesgith Taipei Fubon
Commercial Bank were as follows:

June 30, 2012

Derivative Contract Gain or loss Balance in consolidated balance sheet
contract name period Principal valuation Item Balance
Forward exchange 101.6~101.7 406,939 598 Financial assets measured at fair 598

contracts value through profit or loss
Forward exchange 101.6~101.7 29,302 (22) Financial assets measured at fair 22
contracts value through profit or loss

No derivative financial instruments engaged with related pated June 30, 2013 and
December 31 and January 1, 2012.
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(y) Other

The Group invested in Fubon No. 1 Real Estate Investment Trust and FabarRial
Estate Investment Trust they were recognized as available-fdiirsateial assets.

December 31,

Names of related parties June 30, 2013 2012 June 30,2012  January 1, 2012
Fubon No.1 Real Estate $ 1,025,005 997,748 894,667 791,611
Investment Trust
Fubon No.2 Real Estate 1,064,559 987,269 957,429 838,523

Investment Trust

$ 2,089,564 1,985,017 1,852,096 1,630,134

(z) Other

In accordance with the Development Incentives Regulations of )Rteyining District,
Taipei City, the Group aided in building 8 upper level bridges connecéndyt buildings to
Taipei City Government in June, 2013 and signed an administrativeacontith the
Government that the Group is responsible for those bridges’ maintenaticBlovember,
2058.

(C) Major management remuneration information

For the second For the second For the six For the six
quarter ended quarter ended months ended months ended
June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012
Remuneration and other short-term  $ 45,443 39,342 97,744 87,056
contract employees
Other long-term contract employees 421 519 840 1,044
Post-employment benefits 2,348 2,535 4,697 5,097
Share-based payment - - 2,494 -
Total $ 48,212 42,396 105,775 93,197

(8) PLEDGED ASSETS

Pledged assets were as follows:

December 31,

Iltems June 30, 2013 2012 June 30,2012 January 1, 2012
Government bonds (Statutory deposits) $ 5,897,156 6,159,289 4,123,209 3,949,963
Time deposit (Statutory deposits) 17,897 17,408 17,870 17,995
Time deposit (Leasing deposits) 930 930 930 930
Time deposit (Guarantee deposits) - - - 7,500
Government bonds (Available-for-Sale 5,854 6,013 58,037 -
financial assets)
Government bonds (Held to maturity financ - - 5,465 5,477
assets)
$ 5,921,837 6,183,640 4,205,511 3,981,865

Pursuant to the requirements of Articles #141 and #142 of the Insurangceggavernment bonds
and time deposit were deposited in the Central Bank of China aantgmrfor Fubon Life
Insurance’s insurance business. Fubon Life Insurance (Vietnam) Co. pddsitee time deposit in
the local bank which was authorized by the Vietham government.
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(9) SIGNIFICANT CONTINGENT LIABILITY AND UNRECOGNIZE D CONTRACT
COMMITMENT

(A) As of June 30, 2013, the Group had 33 insurance lawsuits for wthwas required to

indemnification for losses totaling approximately $183,695 which had beemedcander
claim reserve.

(B) Significant unrecognized contract commitment

The unrecognized contract commitment of the Group is as follows:

December 31,

June 30, 2013 2012 June 30, 2012 January 1, 2012
Acquisition of investment property  $ - 6,026,500 7,090,000 322,992
Acquisition of superficies (Note) $ 2,086,400 -

Note: The Group acquired the superficies of No 86-5 subsection 2 Chenggctimn
Zhongzheng district and 8 other superficies in April 2013 by bid. Tlaédontract
value referred to the appraisal report of DTZ and Repro Internatimmamounted
to $2,608,000 (before tax). As of the date that the consolidated finamtehsnts
were submitted, the contract had not been signed yet, but the Gropgitidle bid

bond and a portion of the contract value amounted to $30,000 and $521,600,
respectively.

(10) SIGNIFICANT DISASTER LOSS: NONE

(11) SIGNIFICANT SUBSEQUENT EVENT

On September 10, 2012, the Group signed a joint investment contract laiiéd nearties, Fubon
Property & Casualty Insurance Co., Ltd. and Xiamen Port Holding Group. Undgitiiigenture
contract, Fubon Property & Casualty Insurance Co., Ltd. will ineréascapital stock of up to
RMB100 million, which will be acquired entirely by Xiamen Port 8o Group. This capital
increase was approved by China Insurance Regulatory CommissiormyostA6, 2013. The record
date for the capital increase was set on August 16, 2013. Fubon P& @=asyalty Insurance Co.,
Ltd. has a registered capital of RMB 500 million after this capital increase
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(12) OTHER

(A) Personnel expenses, depreciation and amortization for the secoteat gnded June 30, 2013

and 2012 were categorized by function as follows:

For the second quarter ended June 30, 2013 For tlsecond guarter ended June 30, 2012

Operating Operating Operating Operating

Function Nature Costs Costs Total Costs Costs Total
Employees Benefits
Salaries and wages 2,743,343 884,450 3,627,793 2,860,497, 802,306 3,662,803
Insurance 1 308,514 308,514 - 230,506 230,506
Pension 91,81 170,675 262,485 89,744 155,423 245,167
Other 84,261 84,261 - 103,094 103,094
Depreciation 166,664 63,494 230,158 151,122 63,959 215,081
Amortization 18,406 11,626 30,032 18,406 10,150 28,556
For the six months ended June 30, 2013 For the sixonths ended June 30, 2012
Operating Operating Operating Operating
Function Nature Costs Costs Total Costs Costs Total
Employees Benefits

Salaries and wages 5,731,936 1,794,745 7,526,281 5,297,673 1,604,149 6,901,822
Insurance 553,410 553,410 - 450,762 450,762
Pension 183,324 342,079 525,403 191,492 291,674 483,166
Other 184,424 184,424 - 208,454 208,454
Depreciation 319,558 128,209 447,767 299,630 132,951 432,581
Amortization 36,811 22,683 59,494 36,811 21,877 58,688

(B) When conducting business or transaction, joint business promotial @swformation and
facilities sharing with Fubon Financial Holdings Co., Ltd and other as&scithe method to
split income, cost, expense and profit or loss is to directly ibomér them to each
counterparties based on the business characteristic.

(C) The details of the market values of investments which wedefdreinvestment purpose by

the discretionary investment trust fund, refer to note (6)(B)(b).

(13)NOTES TO DISCLOSURE EVENTS
(A) Information on significant transactions

In accordance with the “Principles of Preparing Financial Reparissurance Companies”,

the Group disclosed the information on significant transactions faitimeonths ended June

30, 2013 as follows:

(a) Acquisition of property and equipment over $100,000,000 or 20% of capital: None

(b) Disposal of property and equipment over $100,000,000 or 20% of capital: None.

(c) Sales and purchase with related party over $100,000,000 or 20% of capital: None.

(d) Accounts receivable with related party over $100,000,000 or 20% of capital:

Overdue receivables Allowance
Recovered| for bad
Company Counterparty | Relationship| Amount | Turnover | Amount Method amount debts
Fubon Life Fubon Financia|The parent | 2,262,657 - - - - -
Insurance Co., Ltd|{Holding Co., Ltdcompany
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(®)

(CONT'D)

Because Fubon Financial Holding Company, the parent company ofdbp,@lected to
be the tax payer itself; it accounted for the Company’sitaxathus, the above amount
included the tax refund receivable and income tax benefits arrsimgtiie carry forward
benefit of its loss of the Company.

(e) Information on derivative transactions: Please refer to Note (&p¢cjw).

() Sales and purchase and significant transactions of the Group: None.

Disclosure on business investments

Disclosure on business investments as follows:

Original Investment Held by the Company Income

(losses) of | Income (losses)
Investor Investee Major | December 31) December 31 Shares Percentage investee | recognized from
Company | Company | Address| Business 2012 2011 (in thousands) (%) Book Value | company |investee company Others

Fubon Life |Fubon Xiamen, | Property 934,100 934,100 - 50.00% 436,522 (321,102) (160,551)
Insurance |Property angiChina and casualt]
Co., Ltd. Casualty Insurance
Insurance business
Co., Ltd.

Fubon Life |Fubon Life [Hanoi Life 1,289,217 1,289,217 - 100.00% 1,015,464 (42,697) (42,697) |Write off
Insurance |Insurance |Vietnam |insurance under

Co., Ltd. (Vietnam) business consolidate
Co., Ltd. financial

statements

Disclosure on investments in Mainland China

(@) Information regarding investment in Mainland China as follows:

The Group has invested to set up Fubon Property and Casualty Insuranctl @ar.,
insurance business with capital amounted to RMB 400 million, which gpltiyy %0% to
the Group and the subsidiary. The investment project has been approked-mancial

Supervisory Commission, Executive Yuan, Jin Guan Bao San N0.09602175710 on
December 24, 2007, approved by the China Insurance Regulatory CommisgiahnB

Guo Jian No. 1352 on December 24, 2009, and approved by the Investment Commission
Ministry of Economic Affairs, Jing Shen Er N0.09800482270 on January 27, 2010. The
investment amount approved is RMB 250 million, and approved insurance gpompan
corporate licensby the China Insurance Regulatory Commission, Bao Jin Guo Jian No.
1133 on September 17, 2010. The Group has invested $934,100 in the first half of 2010
On September 10, 2012, the Group signed a joint investment contract ittt nedrties,
Fubon Property & Casualty Insurance Co., Ltd. and Xiamen Port HoldimgpoGUnder

this joint venture contract, Fubon Property & Casualty Insurance Gb.wilt increase

its capital stock of up to RMB100 million, which will be acquiredirehg by Xiamen

Port Holding Group. This capital increase was approved by China mtguRegulatory
Commission on August 16, 2013. The record date for the capital incresssetvon
August 16, 2013.
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The Group established the life insurance company by Fubon PrapeityCasualty
Insurance and Grand Holdings. Financial Supervisory Commission, Executive Yuan, Jin
Guan Bao San N0.10002542061 on January 14, 2011, not outflow amount yet, and the
setup procedures were not finished.

Outward remittance or Carrying
Accumulated outward inward recovery Accumulated Outward amount as|
fund of Investment Fund of Investment from| Share Income(losses) of Recovery
Investee Main Paid-in | Method of | from Taiwan at the Taiwan at the balance | holding | recognized from | December| investment
Company | Business| Capital |Investment] beginning Outward Inward sheet date Percentagginvestee company 31, 2012 profit
Fubon Property RMB400 |Direct 934,100 - - 934,100 50% (160,551) | 436,522
Property &|Insurance million [investment
Casualty in China
Insurance Company

Co.,Ltd.

1. Capital status and its profit and IgsNHo investment except bank savings.

2. The Company provides premium deficiency reserve according toeipaafons
Governing the Provision of Various Reserves by Insurance Enterjansended by
Financial Supervisory Commission, Executive Yuan, Jin Guan Bao Tsai
N0.09802513192 on December 28, 2009. Non life insurance companies should
evaluate the claim payments and expense which will be incurrée ifuture and
compare the fore-mentioned expenditures to the premium based on insurance policy
without expiration or the accepting risk which is not terminative. If the expeeslitur
are lower than the premium, non life insurance companies should provide the
differences as the premium deficiency reserve. The methogddtrgproviding
premium deficiency reserve is decided by actuaries and eepirthe authority. If
there is any change, it should adopt the same procedures as for mentioned.

December 31,

June 30, 2013 2012 June 30,2012 January 1, 2012
Unearned premium $ 890,649 524,821 333,552 167,300
reserve
Claim reserve 461,372 149,390 106,244 50,151
Special reserve - 18 8 19
Premium deficiency 92,230 6,376 23,857 82,521
reserve
Liability adequacy reserve - 150 399 -
$ 1,444,251 680,755 464,060 299,991

3. Ratio accounted for the total premium revenue of the parent company: 0.45%.
4. Ratio accounted for the total claim payment of the parent company: 0.43%.

5. The pricing, payment condition, unrealized profit and loss of sigmfitransactions
with the investee in China:

A. Amount, ratio and the ending balance of relevant receivables sgathlpa of
core business items such as the insurance policy which the polasr is the
investee: None.

B. Amount and profit and loss of property transaction: None.

C. The highest balance, ending balance, interest rate intenaluarent interest
amount of financing: None.
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D. Other significant transactions which would influence current profit and tass a
other financial condition, such as the provision or receipt of labeiceeNone.

6. The name and premium revenue (expense) from the reinsurance s®usine
counterparties which are the branches of foreign insurance compacaésd in
China or the branch of Chinese insurance companies: None.

7. Name and premium revenue of significant insurance business withs€lpeeple,
legal entities and groups located overseas: None.

(b) Limit of investment in Mainland China
(Unit: NT$ thousands)

Investment Amounts Authorized Upper Limit on Investment

Accumulated investments in by Investment Commission regulated by Investment
Investor Company Mainland China (MOEA) Commission (MOEA)
Fubon Life Insurand 934,100 1,162,867 85,369,789

Co., Ltd.

Note: The limit of investment is $56,913,193 according to the Regulationsr@ng
Foreign Investments by Insurance Companies.

(c) Significant transactions with the investee in China: None.

(14) SEGMENTFINANCIALINFORMATIONDISCLOSURE
(A) General information

The Group run their life insurance business and provide insurance tqgoroacict in
accordance with local insurance laws. They distinguish their regosectors by areas,
including Taiwan and Vietnam, which are the main operating regioniseoGroup. The
operating sectors of the Group report their profit or loss baisetde net income before tax,

the value of which is the foundation of performance evaluation and consistent with the report
used by their decision makers. The accounting policies of the mygesattors are the same as
significant accounting policies summary in note 2.

Other operating sectors of the Group run their life insurance lsssame provide insurance
contract product according to insurance regulations. The above opesgmgrgs did not
meet the criteria for reportable segments when applying guaugitaresholds for the second
guarter and six months ended June 30, 2013 and 2012.
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(B) Segment information

For the second quarter ended June 30, 2013
Adjustments and

Taiwan Vietnam Eliminations Total
Revenue
Gains (losses) from external customefs 112,747,630 29,683 - 112,777,313
(Losses) gains from internal segments (22,574) - 22,574 -
Total revenue $ 112,725,056 29,683 22,574 112,777,313
Net income $ 3,719,148 (22,574) 22,574 3,719,148
For the second quarter ended June 30, 2012
Adjustments and
Taiwan Vietnam Eliminations Total
Revenue
Gains (losses) from external customefs 130,394,056 25,036 - 130,419,092
(Losses) gains from internal segments (11,676) - 11,676 -
Total revenue $ 130,382,380 25,036 11,676 130,419,092
Net income $ 332,686 (11,676) 11,676 332,686
For the six months ended June 30, 2013
Adjustments and
Taiwan Vietham Eliminations Total
Revenue
Gains (losses) from external customefs 219,920,606 57,174 - 219,977,780
(Losses) gains from internal segments (42,697) - 42,697 -
Total revenue $ 219,877,909 57,174 42,697 219,977,780
Net income $ 9,146,041 (42,697) 42,697 9,146,041
Total assets $ 2,262,713,400 1,064,490 (1,015,464) 2,262,762,426
For the six months ended June 30, 2012
Adjustments and
Taiwan Vietham Eliminations Total
Revenue
Gains (losses) from external customefs 264,811,185 52,880 - 264,864,065
(Losses) gains from internal segments (35,586) - 35,586 -
Total revenue $ 264,775,599 52,880 35,586 264,864,065
Net income $ 1,340,833 (35,586) 35,586 1,340,833
Total assets $ 1,983,216,139 1,137,452 (1,102,140) 1,983,251,451

(15) FIRST TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTI NG
STANDARDS

The consolidated financial statements as of December 31, 2012pveatieusly prepared in
accordance with ROC GAAP. As indicated in Note 4-(A), the codiatEd financial statements are
included in the period of the annual financial statements preparedardance with “Regulations
Governing the Preparation of Financial Reports by Insurancep@ups” and IFRSs approved by
FSC and IFRS 1 “First-time Adoption of International Financigddteng Standards” approved by
FSC.

The accounting policies listed in Note (4) applied to the comparatwsolidated financial

statements for the six months ended June 30, 2012, the consolidated Sladmtcs December 31,
2012 and the initial consolidated balance sheet prepared in accovd#n¢ERSs on January 1,
2012 (the date of transition of the Group to IFRSS)
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When preparing the relevant financial statements of 2012, the Grouedathy@ reported amounts
of the financial statements prepared in accordance with ROCPRGasA\the start point of the
adjustments. The effects on financial position, financial performandecash flow due to the
transition from ROC GAAP to IFRSs approved by FSC are elaborated below.

(A) The reconciliation report for consolidated financial position on December 32, 20

January 1, 2012

June 30, 2012

(Unit: NT$ thousands)

December 31, 2012

Generally accepted
accounting
principles in the

Generally accepted
accounting principles

Generally accepted
accounting principles

Republic of China IFRSs accepted in the Republic of IFRSs accepted in the Republic of IFRSs accepted
Items (R.O.C. GAAP) Differences by the FSC China (R.0.C. GAAP) Differences by the FSC China (R.O0.C. GAAP) Differences by the FSC Note
ASSETS
Cash and cash equivalents $ 224,734,570 - 224,734,570 233,630,150 - 233,630,150 166,557,894 - 166,557,894
Receivables 24,265,415 (1,414,184) 22,851,231 23,198,194 (2,039,886) 21,158,308 31,803,875 (2,267,330) 29,536,545 (a),(b),(k)
Current income taxes assets - 1,446,132 1,446,132 942,415 942,415 - 1,326,334 1,326,334 (a)
Financial assets measured at fair 1,848,053 - 1,848,053 1,166,521 1,166,521 3,614,087 3,614,087
value through profit or loss
Available-for-sale financial assets 750,011,002 770,567 750,781,569 880,888,761 783,945 881,672,706 1,260,272,769 766,881 1,261,039,650 (c)
Hedging derivatives assets 401,765 - 401,765 377,940 - 377,940 336,989 - 336,989
Financial assets at cost 1,735,015 (507,349) 1,227,666 1,671,577 (507,350) 1,164,227 1,583,729 (504,090) 1,079,639 (c)
Investments accounted for using 784,723 - 784,723 684,668 - 684,668 571,720 - 571,720
equity method, net
Bond investments without active 266,151,039 - 266,151,039 298,415,942 298,415,942 317,892,326 317,892,326
market
Held-to-maturity financial assets 191,057,445 - 191,057,445 187,460,868 187,460,868 - -
Other financial assets, net 22,926,933 - 22,926,933 38,119,372 - 38,119,372 39,552,255 - 39,552,255
67,437,135 532,963 67,970,098 70,100,278 492,294 70,592,572 78,442,122 452,042 78,894,164 (d),(e),(m
Investment property )
Loans 79,270,264 - 79,270,264 80,528,324 - 80,528,324 84,203,062 - 84,203,062
Reinsurance assets 556,905 238,882 795,787 551,500 1,389,730 1,941,230 576,750 1,253,952 1,830,702 (b)
Property, plant and equipment 7,398,997 5,986 7,404,983 7,336,863 1,448 7,338,311 7,417,305 (3,426) 7,413,879 (d).(f
Intangible assets 359,211 (32,408) 326,803 352,503 (32,408) 320,095 301,210 (15,313) 285,897 (9)
Deferred tax assets - 5,037,059 5,037,059 - 5,454,957 5,454,957 - 5,926,435 5,926,435 (a)
Other assets 8,890,605 826,834 9,717,439 9,455,622 1,334,386 10,790,008 7,695,974 3,374,353 11,070,327 (@).(e)
Assets on insurance product, 143,579,257 - 143,579,257 141,492,837 - 141,492,837 147,680,879 - 147,680,879
separated account
Total assets $ 1,791,408,334 6,904,482 1,798,312,816 1,975,431,920 7,819,531 1,983,251,451 2,148,502,946 10,309,838 2,158,812,784
LIABILITIES AND EQUITY
Accounts payable $ 14,587,959 (149,798) 14,438,161 15,878,545 (610,180) 15,268,365 26,506,481 (646,717) 25,859,764 (a).h)
Current tax liabilities - 224,748 224,748 703,279 703,279 - 737,252 737,252 (a)
Financial liabilities at fair value 4,052,735 - 4,052,735 3,536,697 3,536,697 1,523,683 1,523,683
through profit or loss
Insurance liabilities 1,611,773,642 (101,863,249)  1,409,910,393 1,678,491,451 (102,420,282)  1,576,071,169 1,793,644,087 (97,917,710)  1,695,726,377  (i),(j).(m)
Reserve for insurance with nature - 103,107,324 103,107,324 102,562,043 102,562,043 - 98,544,225 98,544,225 0]
of financial instrument
Reserve for foreign exchange - - 1,315,190 1,315,190 - 1,062,830 1,062,830 [0)
fluctuation
Liabilities reserve - 5,134,485 5,134,485 5,370,606 5,370,606 - 6,159,890 6,159,890 .(9)
Deferred tax liabilities - 2,896,881 2,896,881 - 3,832,506 3,832,506 - 7,773,945 7,773,945 (a),(i)
Other liabilities 15,555,547 (4,120,236) 11,435,311 23,567,616 (4,410,211) 19,157,405 13,498,751 (6,663,364) 6,835,387 (a).(9)
Liabilities on insurance product, 143,579,257 - 143,579,257 141,492,837 - 141,492,837 147,680,879 - 147,680,879
separated account
Total liabilities 1,689,549,140 5,230,155 1,694,779,295 1,862,967,146 6,342,951 1,869,310,097 1,982,853,881 9,050,351 1,991,904,232
Equity attributable to owners of
parent
Share capital:
Ordinary share 21,123,170 - 21,123,170 22,123,170 22,123,170 29,107,390 29,107,390
Stock dividend to be - - 6,984,220 6,984,220 -
distributed
Capital surplus 23,527,473 - 23,527,473 27,527,473 27,527,473 27,527,473 27,527,473
Retained earning
Legal reserve 4,707,451 - 4,707,451 6,728,210 - 6,728,210 6,728,210 - 6,728,210
Special reserve 5,593,714 1,674,327 7,268,041 5,939,726 1,497,640 7,437,366 6,678,628 1,304,752 7,983,380 @)
Unassigned retained earnings 17,262,119 (1,126,467) 16,135,652 9,488,579 (1,186,398) 8,302,181 20,145,558 (1,291,060) 18,854,498 (@)
Other equity interest 29,645,267 1,126,467 30,771,734 33,673,396 1,165,338 34,838,734 75,461,806 1,245,795 76,707,601 (©).(0).()
Total equity 101,859,194 1,674,327 103,533,521 112,464,774 1,476,580 113,941,354 165,649,065 1,259,487 166,908,552
TOTAL LIABILITIES AND $  1,791,408,334 6,904,482  1,798,312,816 1,975,431,920 7,819,531 1,983,251,451 2,148,502,946 10,309,838  2,158,812,784

EQUITY
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(B) The reconciliation report for consolidated statement of incdemthe year ended December

31, 2012
(Unit: NT$ thousands)
For the six months ended June 30, 2012 For the year ended December 31, 2012
Generally accepted Generally accepted
accounting accounting
principles in the principles in the
Republic of China IFRSs acceptec  Republic of China IFRSs acceptec
Items (R.O.C. GAAP) Differences by the FSC (R.O.C. GAAP) Differences by the FSC Note
Operating Revenues:
$ - 230,707,593 401,461,389 - 401,461,389

Written premium 230,707,593
Reinsurance premium 3,098 - 3,098 6,803 - 6,803
Total premium 230,710,691 - 230,710,691 401,468,192 - 401,468,192
Less: Reinsurance expense (4,346,216) - (4,346,216) (8,782,265) - (8,782,265)

Net change in unearned premiums reserve (342,957) - (342,957) (378,600) - (378,600)
Reinsurance commission received 226,021,518 - 226,021,518 392,307,327 - 392,307,327
Reinsurance commission received 1,776,589 - 1,776,589 3,755,847 - 3,755,847
Fee income 1,206,107 - 1,206,107 2,337,284 - 2,337,284
Net income(loss) from investments

Revenue from interest 22,813,448 - 22,813,448 46,947,114 - 46,947,114
Gains on financial assets or liabilities at failea 3,059,615 - 3,059,615 9,869,252 - 9,869,252
through profit or loss
Realized gains on available-for-sale financial esse 9,280,268 (25,494) 9,254,774 25,541,364 342,629 25,883,993 (0]
Realized gains on financial assets or liabilities a 82,955 - 82,955 102,706 - 102,706
cost
Share of loss of associates and joint ventures (82,513) - (82,513) (191,956) - (191,956)
accounted for using equity method
Realized gains on bond investments without active - - - 297,829 - 297,829
market
Realized gains on held-to-maturity financial assets (438) - (438) (438) - (438)
Foreign exchange gains (losses), investments (7,531,695) - (7,531,695) (16,447,368) - (16,447,368)
Net change in reserve for foreign exchange 702,071 - 702,071 954,431 - 954,431
fluctuation
Gains on investment property 590,326 17,723 608,049 1,165,273 35,132 1,200,405 (d),(e),(k)
(Reversal of) impairment loss on investments 103,220 - 103,220 23,429 - 23,429
Other net income (loss) from investments (43,635) - (43,635) 1,190 - 1,190
Other operating income 11,339 - 11,339 5,856 - 5,856
Income on insurance product, separated account 6,882,661 - 6,882,661 20,805,945 - 20,805,945
Total operating revenue 264,871,836 (7,771) 264,864,065 487,475,085 377,761 487,852,846
Operating Costs:
Insurance claim payment 68,654,224 - 68,654,224 123,606,255 - 123,606,255
Less: Claims recovered from reinsurers 2,192,413 - 2,192,413 4,663,222 - 4,663,222
Retained claim payment 66,461,811 - 66,461,811 118,943,033 - 118,943,033
Net change in insurance liability 169,565,910 212,876 169,778,786 294,612,532 445,270 295,057,802 (i)
Acquisition expense 18,459 - 18,459 37,010 - 37,010
Commission expense 12,718,069 (12,107) 12,705,962 24,157,413 (36,184) 24,121,229 (9)
Fee expenses 124 - 124 - - -
Other operating costs 647,438 71,068 718,506 1,777,555 145,096 1,922,651 (e).(f)
Disbursements on insurance product, separated 6,882,661 - 6,882,661 20,805,945 - 20,805,945
account(Note 6-(K))
Total operating costs 256,294,472 271,837 256,566,309 460,333,488 554,182 460,887,670
Operating expenses:
General expenses 5,942,497 (6,765) 5,935,732 10,833,499 (19,435) 10,814,064 (d),(").(9).(h)
Administrative expenses 1,077,481 7,019 1,084,500 2,402,956 7,586 2,410,542 (d),(9,(9),(h)
Staff training expenses 25,571 - 25,571 79,616 - 79,616
Total Operating Expenses 7,045,549 254 7,045,803 13,316,071 (11,849) 13,304,222
Net Operating Income 1,531,815 (279,862) 1,251,953 13,825,526 (164,572) 13,660,954
Non-operating income and expenses: 161,588 - 161,588 327,586 - 327,586
Profit (loss) from continuing operations before inome 1,693,403 (279,862) 1,413,541 14,153,112 (164,572) 13,988,540
tax
Tax expense (income) 115,952 (43,244) 72,708 1,179,780 (86,226) 1,093,554 (a),(j)
$
Profit (loss) from continuing operations 1,577,451 (236,618) 1,340,833 12,973,332 (78,346) 12,894,986
$
Profit (loss) 1,577,451 (236,618) 1,340,833 12,973,332 (78,346) 12,894,986
Other comprehensive income
Other comprehensive income, before tax, exchange (25,776) (57,259)
differences on translation
Other comprehensive income, before tax, 5,063,784 50,624,808
available-for-sale financial assets
Other comprehensive income, before tax, cash flow (23,825) (64,776)
hedges
Income tax relating to components of other (947,183) (4,566,906)
comprehensive income
Other comprehensive income 4,067,000 45,935,867
Comprehensive income 5,407,833 58,830,853
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(C) Significant adjustment to cash flow

(D)

There is no significant difference between the consolidatedrstatef cash flow prepared in
accordance with IFRSs approved by FSC and the consolidated estatemcash flow
prepared in accordance with GAAP.

Reconciliation

(@)

(b)

Income tax

Under IFRS, particularly IAS 1, IAS 12 and the “Regulations Governing the Rtepar

of Financial Reports by Insurance Companies” effective from 286a&8, current tax
assets, current tax liabilities, and deferred tax assets neelassified from receivables,
payables, and other assets on the statement of financial positipnesedted deferred
income tax assets and deferred income tax liabilities on gesss. On January 1, June

30 and December 31, 2012, the effects of these reclassification aethtpteon under

IFRS to related accounts were as follows: receivables, atmmteby $1,446,132,
$942,415 and $1,326,334, respectively; current income tax assets, increased by
$1,446,132, $942,415 and $1,326,334, respectively; deferred income tax assets
increased by $4,647,225, $5,054,427 and $5,425,551, respectively; other assets
decreased by $2,621,141, $2,076,778, and $0, respectively; payables, decreased &
$224,748, $703,279 and $737,252, respectively; current income tax liabilities, étcreas
by $224,748, $703,279 and $737,252, respectively; deferred income tax liabilities,
increased by $2,026,084, $2,994,255 and $6,971,682, respectively; other liabilities,
decreased by $0, $16,607 and $1,546,131, respectively.

As of January 1 and June 30, 2012, the income tax effects of adjustmdatdFRS of

item 4, Material component, item 6, decommissioning liability, teand 8, employee
benefit liability, item 11, rent leveling, item 12 and 13, adoptioraof\falue as deemed

cost of investment property are as follows: deferred income dsetsy increased by
$389,834, $400,530 and $500,884, respectively; deferred income tax liabilities,@dcreas
by $527,863, $531,507 and $535,025, respectively; retained earnings decreased b
$1,126,467, $1,186,398 and $1,291,060, respectively; income tax expenses in the
consolidated statement of income for the six months ended June 30, 20d2thagear

of 2012, decreased by $7,055 and $10,530, respectively.

Reinsurance contract asset

In accordance with “Regulations Governing the Preparation oh€i@aReports by
Insurance Companies”, effective from year 2013, claims recovdrahtereinsurers and

due from reinsurers and ceding companies which were accounted forhendecaunt of
receivables shall be reclassified to reinsurance contraet. as of January 1, June 30,

and December 31, 2012, the effect of the adjustments under these Reguktas
follows: receivables, decreased by $238,882, $1,389,730 and $1,253,952, respectively
reinsurance contract assets, increased by $238,882, $1,389,730 and $1,253,95:
respectively. Total assets remain unchanged after the said recissific
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Measurement of emerging stock

In accordance with “Regulations Governing the Preparation oh€i@aReports by
Insurance Companies”, effective from year 2013, equity secusitieh are not listed or
traded in the OTC and held by the Group but the Group has no sighifilaence over

the investee Group shall be recognized as financial assaedcair cost. Under IFRSSs,
equity investment which is designated as available-for-salendiala assets or not
designated as financial assets at fair value through profitserdhall be categorized as
available-for-sale financial assets and measured at fair.v&lsef January 1, June 30

and December 31, 2012, the effects of the adjustments under IFRE &w#ows:
available-for-sale financial assets, increased by $770,567, $783,945 and $766,881
respectively; financial assets carried at cost, decreagefb®7,349, $507, 350 and
$504,090; other reserves, increased by $263,218, $276,595 and $262,791, respectively.

Property- Major component

Under IFRS, particularly IAS 16 “Property, Plant and Equipment” an& WO
“Investment Property”, owner-occupied property and investment propertly [sha
divided into several major components and the accumulated depreciat@icukated

based on the duration of respective major components. As of Januargel 30, and
December 31, 2012, the effects of the adjustments under IFRSfallews: investment
property, decreased by $63,851, $141,331 and $218,394, respectively; property anc
equipment, decreased by $11,054, $13,009 and $13,572, respectively; operating incom
and expense of the statement of income for the six months ended3Qu212,
decreased by $77,480 and an increase of $1,955, respectively operating amtbme
expense of the statement of income for the year ended December 31, 2012, degreased |
$154,543 and an increase of $2,518, respectively.

Superficies

Under IFRS, particularly IAS 17, the superficies which was aceourfdr under
investment property shall be reclassified to other assetsf Aanuary 1, June 30, and
December 31, 2012, the effects of the adjustments under IFRSfallews: investment
property, decreased by of $3,447,975, $3,411,164 and $3,374,353, respectively; othe
assets, increased by $3,447,975, $3,411,164 and $3,374,353, respectively. Total asse
remain unchanged for the reclassification; operating income andfdbst statement of
income for the six months ended June 30, 2012, increased by $73,774; operating incom
and cost of the statement of income for the year ended Decemi2812] jncreased by
$147,549. Total profit or loss remains unchanged for the reclassification.

Property and equipment-decommissioning liability

Under IFRS, particularly IAS 37, the estimated obligation fonaleshing, moving and
restoration for a fixed asset when the lease period is rexamhas the cost and liability of

the fixed asset. As of January 1, June 30, and December 31, 2012, tre adffibet
adjustments under IFRS are as follows: property and equipment iedtreass17,040,
$14,457 and $10,146, respectively; liability reserve increased by $42,685, $44,410 anc
$44,632, respectively; the operating cost and expense of the statérimeaime for the

six months ended June 30, 2012, decreased by $2,706 and increased by $7,01!
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respectively; the operating cost and expense of the stateniecbiwfe for the year ended
December 31, 2012, decreased by $2,453 and increased by $11,294, respectively.

Adjustment to pension actuarial gains and losses and pension obligations

Under IFRS, patrticularly IFRS 1 with regard to employee benefie Group elected to
apply the exemption provided therein and also retrospectively appli@dlPAitems
related to supplementary pension liability recognition adjustmesusgnized under
R.O.C. GAAP. As of January 1 , June 30 and December 31, 2012, the efftlues of
adjustments under IFRS to related accounts are as follows: iniaagsets, decreased by
$32,408, $32,408 and $15,313, respectively; liability reserve, increased by of $971,564,
$932,591 and $998,025, respectively; other reserves increased by $1,113,666
$1,113,666 and $1,576,050, respectively; operating cost and expense of adjustments t
stockholders’ equity, the statement of income for the six months euhed30, 2012,
decreased by $12,107 and NT26,865, respectively; operating cost and expense O
adjustments to stockholders’ equity, the statement of income fory¢he ended
December 31, 2012, decreased by $36,184 and $41,246, respectively.

In addition, in accordance with “Regulations Governing the Preparafidfinancial
Reports by Insurance Companies”, effective from year 2013, acparedon liability

which was accounted for under other liability shall be reclassified toityatakerve. As

of January 1, June 30 and December 31, 2012, the effects of the adjustments under the:
Regulations to related accounts are as follows: other liabjliecreased by $4,120,236,
$4,393,605 and $5,117,233, respectively; liability reserve increased by $4,120,236,
$4,393,605 and $5,117,233. Total liabilities remain unchanged for the reclassification.

Short-term employee benefits-compensated absence

Under IFRS, particularly IAS 19, short-term employee benefitspem®sated absence are
estimated and recognized as expenses when service is rendeoédafuary 1, June 30,

and December 31, 2012, the effects of the adjustments under IFRE &wH#ows:
payables, increased by $74,950, $93,099 and $90,535, respectively; operating expense
the consolidated income statement for the second quarter ended June 3adZ01l the

year ended December 31, 2012, increased by $18,149 and $15,585.

Special reserve

In accordance with “Regulations Governing the Provision of Variousefe”, all
special reserves provided under the account of liability beforentimre31, 2011, except

for those otherwise designated by competent authorities for the puspsspervision,

shall be recognized under the special reserve account of eqaftyasuary 1, 2013. The
amount shall be calculated based on IAS 12 and net of income taxJasuzry 1, June

30 and December 31, 2012, the effects of the adjustments under these Regulations are .
follows: insurance liabilities, decreased by $2,017,261, NT $1,804,385 and $1,571,991,
respectively; deferred tax liabilities increased by $342,934, $30&iAd5%$267,238,
respectively, special reserve, increased by $1,674,327, $1,497,640 and $1,304,75Z
respectively. Under IFRS, the Group shall also increase tlohaege of special reserve

due to the recovery of special reserve, which amounted to $212,876 and $445,270
respectively under R.O.C GAAP. Under IFRS, an adjustment will aseréax benefits

by $36,189 and $75,696.
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Provisions

In accordance with “Regulations Governing the Preparation oh€i@aReports by
Insurance Companies”, effective from year 2013, the insurancetledilprovision for
investment-linked insurance contract and foreign exchange variatfooh wvere
accounted for under liability reserves shall be disclosed geparas of January 1, June

30 and December 31, 2012, the effects of the adjustments under these Regulations are
follows: insurance liabilities, decreased by $103,107,324, $103,877,233 and $99,607,055
respectively; provision for investment-linked insurance contractreased by
$103,107,324, $102,562,043 and $98,544,225, respectively; provision for foreign
exchange variation increased by $0, $1,315,190 and $1,062,830, respectively. Tota
liabilities remain unchanged for the reclassification.

Rent leveling

Under IFRS, particularly IAS 17, rental revenue is recognizety&iraight-line Method.

As of January 1, June 30, and December 31, 2012, the effects of thenadpsstinder

IFRS are as follows: receivables, increased by $270,830, $292,259 and $312,956
respectively; operating revenue of the statement of income ferxdimeonths ended June

30, 2012 and for the year ended December 31, 2012 increased by $21,429 and $42,12
respectively.

(I) Available-for-sale financial assets

Under the R.O.C. GAAP, dividends which are expected to be receivede bitle
investments are recognized are treated as deduction of investoséntUnder IFRSS,
such dividends are recognized in profit or loss.

As of January 1, June 30, and December 31, 2012, the effects of thenadjpsstinder

IFRS are as follows: other reserves decreased by $250,417, $224,923 and $593,04¢
respectively; operating revenue of the statement of income ferxdimeonths ended June

30, 2012 and for the year ended December 31, 2012 decreased by $25,494 and increas
by $342,629, respectively.

(m) Adoption of fair value as deemed cost of investment property

In accordance with “Regulations Governing the Preparation oh€i@aReports by

Insurance Companies”, if there are sufficient evidences to shatvptioperties are
continuously used for rental and generate mid-term and long-terne stash flows.

Insurance companies could adopt fair value as the deemed cost ohiewigsroperty. In

addition, if the incremental value arising from the revaluatiomeéstment property at
fair value is used to cover the negative effects to other fiabstatement accounts
caused by the first adoption of TIFRSs, the remaining surplusniecre if any, is

recognized as special reserve on the date of transition to TIFRSs.
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As of December 31, 2012, the effects of the adjustments undeiRbgakations were as
follows: investment property increased by $4,044,789, special resecreased by
$3,261,336 and accumulated depreciation increased by $145,827. For the year ende
December 31, 2012, operating revenue decreased by $145,827 and income tax expen:
decreased by $24,791.

Under IFRS 1 First-time Adoption of International Financial RepgrEtandards, when an
entity adopts IFRSs for the first time, the entity should prepaifenancial statements based
on those accounting standards effective at the time of the adoptianakedretrospective
adjustments, except for those optional exemptions or mandatory exseptiowed in this
accounting standard that an entity may opt to avail.
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