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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Taiwan Fertilizer Co., Ltd.

We have audited the accompanying balance sheets of Taiwan Fertilizer Co., Ltd. (the
“Corporation”) as of December 31, 2010, and the related statements of income, changes in
stockholders’ equity and cash flows for the year then ended. These financial statements are the
responsibility of the Corporation’s management. Our responsibility is to express an opinion on
these financial statements based on our audits. However, we did not audit the financial statements
as of and for the year ended December 31,2010 of Al-Jubail Fertilizer Company, Taiwan Yes Deep
Ocean Water Co., Ltd. and Taifer Chemicals International Co., Ltd., the investments in which were
accounted for by the equity method. These investees’ financial statements had been audited by
other auditors, whose reports have been furnished to us, and our opinion, insofar as it relates to the
amounts included for these investees, is based solely on the reports of the other auditors. As of
December 31, 2010, the long-term investments in investees amounted to $9,145,846 thousand, or
14% of the Corporation’s total assets. In 2010, investment income on these investees totaled
$1,171,270 thousand, or 63% of the Corporation’s income before income tax. In addition, the
financial statements of the Corporation as of and for the year ended December 31, 2009 were
audited by other auditors whose report, dated March 12, 2010, expressed a modified unqualified
opinion on those statements because the calculation of the long-term investments in and investment
income on Al-Jubail Fertilizer Company and Taiwan Yes Deep Ocean Water Co., Ltd. was based
on the investees’ financial statements audited by other auditors.

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

In our opinion, based on our audit and the reports of the other auditors, the accompanying financial
statements referred to above present fairly, in all material respects, the financial position of Taiwan
Fertilizer Co., Ltd. as of December 31, 2010, and the results of its operations and its cash flows for
the year then ended, in conformity with the Guidelines Governing the Preparation of Financial
Reports by Securities Issuers, requirements of the Business Accounting Law and Guidelines
Governing Business Accounting relevant to financial accounting standards, and accounting
principles generally accepted in the Republic of China.

As stated in Note 3 to the financial statements, on January 1, 2009, the Corporation adopted the
newly revised Statement of Financial Accounting Standard No. 10 “Inventories”.



We have also audited the consolidated financial statements of Taiwan Fertilizer Co., Ltd. and its
subsidiary as of and for the year ended December 31, 2010 and have issued a modified unqualified
opinion in our report.

March 4, 2011

Notice to Readers

The accompanying financial statements are intended only to present the financial position, results
of operations and cash flows in accordance with accounting principles and practices generally
accepted in the Republic of China and not those of any other jurisdictions. The standards,
procedures and practices to audit such financial statements are those generally accepted and
applied in the Republic of China.

For the convenience of readers, the auditors’ report and the accompanying financial statements
have been translated into English from the original Chinese version prepared and used in the
Republic of China. If there is any conflict between the English version and the original Chinese
version or any difference in the interpretation of the two versions, the Chinese-language auditors’
report and financial statements shall prevail.



TAIWAN FERTILIZER CO., LTD.

BALANCE SHEETS
DECEMBER 31, 2010 AND 2009
(In Thousands of New Taiwan Dollars, Except Par Value)

2010 2009 2010 2009
ASSETS Amount % Amount % LIABILITIES AND SHAREHOLDERS’ EQUITY Amount % Amount %
CURRENT ASSETS CURRENT LIABILITIES
Cash and cash equivalents (Notes 2 and 4) $ 4,913,094 8 $ 6,149,954 10 Notes payable $ 3,496 - $ 128 -
Available-for-sale financial assets - current (Notes 2 and 5) 1,346,653 2 4,048,176 7 Accounts payable (Note 19) 509,729 1 147,816 -
Notes receivable 275,097 - 319,950 1 Income tax payable (Notes 2 and 15) - - 55,677 -
Accounts receivable (Notes 2 and 19) 1,712,560 3 1,259,835 2 Accrued expenses (Note 14) 447,175 1 404,201 1
Other receivables (Note 15) 139,343 - 167,908 - Other payables 120,449 - 204,554 -
Inventories (Notes 2, 3 and 6) 2,142,189 3 1,490,700 2 Advanced receipts (Notes 7 and 19) 943,706 1 488,252 1
Construction in progress (Notes 2 and 7) 2,706,435 4 1,889,540 3 Other (Note 19) 12,855 - 6,129 -
Prepayments (Note 19) 320,191 1 526,500 1
Deferred income tax assets - current (Notes 2 and 15) 32,733 - 43,915 - Total current liabilities 2,037,410 3 1,306,757 2
Other (Note 19) 41,572 - 15,788 -
LONG-TERM LOANS
Total current assets 13,629,867 21 15,912,266 26 Bank loans (Note 13) 3,873 - 3,873 -
LONG-TERM INVESTMENTS RESERVE FOR LAND VALUE INCREMENT TAX (Note 2) 6,474,078 10 6,478,985 10
Available-for-sale financial assets - noncurrent (Notes 2 and 5) 205,759 1 88,284
Financial assets carried at cost - noncurrent (Notes 2 and 8) 802,349 1 809,349 1 OTHER LIABILITIES
Investments accounted for by the equity method (Notes 2 and 9) 9,145,846 14 8,204,715 13 Accrued pension liabilities (Notes 2 and 17) 178,060 - 156,118 1
Investment in real estate (Notes 2 and 10) 4,200,899 7 4,200,899 7 Deferred income tax liabilities - noncurrent (Notes 2 and 15) 559,269 1 763,530 1
Deferred income (Note 10) 3,048,918 5 3,121,668 5
Total long-term investments 14,354,853 23 13,303,247 21 Guarantee deposits received (Note 19) 189,444 1 136,944 -
Other liabilities - others (Notes 2 and 15) 2,033,084 3 - -
PROPERTIES (Notes 2, 11 and 20)
Cost Total other liabilities 6,008,775 10 4,178,260 7
Land 544,783 1 536,502 1
Buildings 1,376,807 2 1,363,572 2 Total liabilities 14,524,136 23 11,967,875 19
Machinery and equipment 2,452,034 4 2,456,189 4
Transportation equipment 57,880 - 57,219 - STOCKHOLDERS’ EQUITY (Notes 2 and 14)
Other equipment 59,961 - 55,990 - Capital stock - NT$10.00 par value
Total cost 4,491,465 7 4,469,472 7 Authorized and issued and outstanding- 980,000 thousand shares 9,800,000 15 9,800,000 16
Revaluation increment - land 23,709,477 37 23,715,918 38 Capital surplus 2,232,791 3 2,232,791 4
Less: Accumulated depreciation 2,208,237 4 2,107,209 3 Retained earnings
25,992,705 40 26,078,181 42 Legal reserve 2,095,353 3 1,968,664 3
Unfinished construction and prepayments for equipment 5,590,610 9 2,415,643 4 Special reserve 3,048,864 5 3,184,468 5
Unappropriated retained earnings 1,723,608 3 1,363,085 2
Net properties 31,583,315 49 28,493,824 46 Other equity
Cumulative translation adjustments (391,198) (1) 447,249 1
INTANGIBLE ASSETS (Note 2) 53,456 - 38,097 - Unrecognized net loss on pension cost - - (5,247) -
Unrealized gain (loss) on financial assets 101,376 - (84,751) -
OTHER ASSETS Unrealized revaluation increments 31,163,701 49 31,235,647 50
Deferred charges, net (Notes 2 and 7) 172,959 - 110,109 -
Guarantee deposits paid (Note 20) 60,038 - 52,718 - Total stockholders’ equity 49,774,495 77 50,141,906 81
Nonoperating properties, net (Notes 7 and 12) 4,444,143 7 4,199,520 7
Total other assets 4,677,140 7 4,362,347 7
TOTAL $ 64,298,631 _ 100 $ 62,109,781 _100 TOTAL $ 64,298,631 100 $ 62,109,781 100

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

(With Deloitte & Touche audit report dated March 4, 2011)



TAIWAN FERTILIZER CO., LTD.

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2010 AND 2009
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2010 2009
Amount % Amount %
OPERATING REVENUES (Notes 2 and 19)
Sales revenue $ 12,742,962 88 $ 16,209,580 94
Rental revenue (Note 10) 573,248 4 500,922 3
Construction income (Note 7) 1,020,416 7 468,398 3
Other revenue 120,924 1 91,310 1
Less: Sales returns and allowances 28,772 - 119,925 1
Net operating revenues 14,428,778 100 17,150,285 100
OPERATING COSTS (Notes 2, 3, 6, 18 and 19)
Cost of goods sold 11,814,285 82 13,924,141 81
Rental cost 186,657 1 207,717 2
Cost of construction sales (Note 7) 444,830 3 185,907 1
Total operating costs 12,445,772 86 14,317,765 84
GROSS PROFIT 1,983,006 14 2,832,520 16
OPERATING EXPENSES (Notes 18 and 19)
Marketing 327,021 2 360,938 2
General and administrative 766,784 6 664,498 4
Research and development 43,202 - 36,263
Total operating expenses 1,137,007 8 1,061,699 6
OPERATING INCOME 845,999 6 1,770,821 10
NONOPERATING INCOME AND GAINS
Investment income from equity-method investees,
net (Notes 2 and 9) 1,171,270 8 2,220,677 13
Dividends 18,912 - 14,488 -
Interest income 18,761 - 7,523 -
Gain on foreign exchange, net (Note 2) 8,506 - 10,501 -
Gain on disposal of properties (Note 2) 9,893 - 18,212 -
Others 22,067 1 13,765 -
Total nonoperating income and gains 1,249,409 9 2,285,166 13
NONOPERATING EXPENSES AND LOSSES
Loss on disposal of investments, net (Note 2) 98,771 1 10,606 -
Loss on disposal of properties (Note 2) 18,329 - 15,559 -
Impairment loss on financial assets carried at cost - - 61,948 -
Others (Note 22) 132,976 1 1,723,613 10
Total nonoperating expenses and losses 250,076 2 1,811,726 10

(Continued)



TAIWAN FERTILIZER CO., LTD.

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2010 AND 2009
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2010 2009
Amount % Amount %
INCOME BEFORE INCOME TAX $ 1,845,332 13 $ 2,244,261 13
INCOME TAX EXPENSE (Notes 2 and 15) 121,724 1 977,373 6
NET INCOME $ 1723608 _12 $ 1,266,888 _ 7
2010 2009
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
EARNINGS PER SHARE (Note 16)
Basic $ 1.88 $ 176 $ 2.29 1.29
Diluted $ 188 $ 1.76 $ 2.29 1.29

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

(With Deloitte & Touche audit report dated March 4, 2011)

(Concluded)



TAIWAN FERTILIZER CO., LTD.

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
YEARS ENDED DECEMBER 31, 2010 AND 2009
(In Thousands of New Taiwan Dollars, Except Amounts Per Share)

Unrealized
Retained Earnings Cumulative Unrecognized  Gains (Losses) Unrealized Total
Capital Stock Capital Surplus Special Unappropriated Translation Net Loss on on Financial Revaluation Stockholders’
Issued Donations Treasury Stock Total Legal Reserve Reserve Earnings Total Adjustments Pension Cost Assets Increments Equity

BALANCE, JANUARY 1, 2009 $ 9,800,000 $ 44,803 $ 2,187,988 $ 2,232,791 $ 1,749,492 $ 3,004,468 $ 2,259,369 $ 7,013,329 $ 548,894 $ - $ (1,465,232)  $ 31,259,875 $ 49,389,657
Appropriation of the 2008 earnings

Legal reserve - - - - 219,172 - (219,172) - - - - - -

Special reserve - - - - - 180,000 (180,000) - - - - - -

Cash dividends - $1.8 per share - - - - - - (1,764,000) (1,764,000) - - - - (1,764,000)
Balance after appropriation 9,800,000 44,803 2,187,988 2,232,791 1,968,664 3,184,468 96,197 5,249,329 548,894 - (1,465,232) 31,259,875 47,625,657
Adjustments due to change in unrealized gains (losses)

on available-for-sale financial assets - - - - - - - - - - 1,380,481 - 1,380,481
Unrecognized net loss on pension cost - - - - - - - - - (5,247) - - (5,247)
Change in unrealized revaluation increments - - - - - - - - - - - (24,228) (24,228)
Translation adjustment on foreign-currency equity

method investments - - - - - - - - (101,645) - - - (101,645)
Net income in 2009 - - - - - - 1,266,888 1,266,888 - - - - 1,266,888
BALANCE, DECEMBER 31, 2009 9,800,000 44,803 2,187,988 2,232,791 1,968,664 3,184,468 1,363,085 6,516,217 447,249 (5,247) (84,751) 31,235,647 50,141,906
Appropriation of the 2009 earnings

Legal reserve - - - - 126,689 - (126,689) - - - - - -

Reversal of special reserve - - - - - (135,604) 135,604 - - - - - -

Cash dividends - $1.4 per share - - - - - - (1,372,000) (1,372,000) - - - - (1,372,000)
Balance after appropriation 9,800,000 44,803 2,187,988 2,232,791 2,095,353 3,048,864 - 5,144,217 447,249 (5,247) (84,751) 31,235,647 48,769,906
Adjustments due to change in unrealized gains (losses)

on available-for-sale financial assets - - - - - - - - - - 186,127 - 186,127
Change in unrealized revaluation increments - - - - - - - - - - - (71,946) (71,946)
Unrecognized net loss on pension cost - - - - - - - - - 5,247 - - 5,247
Translation adjustment on foreign-currency financial

statement of equity-method investments - - - - - - - - (838,447) - - - (838,447)
Net income in 2010 - - - - - - 1,723,608 1,723,608 - - - - 1,723,608
BALANCE, DECEMBER 31, 2010 $ 9,800,000 $ 44,803 $ 2,187,988 $ 2,232,791 $ 2,095,353 $ 3,048,864 $ 1,723,608 $ 6,867,825 $ (391,198) $ - $ 101,376 $ 31,163,701 $ 49,774,495

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

(With Deloitte & Touche audit report dated March 4, 2011)




TAIWAN FERTILIZER CO., LTD.

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2010 AND 2009
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash provided by operating
activities:
Cash dividends received from equity-method investees
Investment income from equity method investees
Depreciation and amortization
Deferred income tax
Loss on disposal of investments, net
(Realized) unrealized deferred income
Unrealized revaluation increments transferred to revenue
Loss (gain) on the disposal and retirement of properties and
nonoperating properties, net
Others
Allowance for valuation loss on inventories
Impairment loss on financial assets carried at cost
Net changes in operating assets and liabilities
Financial assets at fair value through profit or loss - current
Notes receivable
Accounts receivable
Other receivables
Inventories
Construction in progress
Prepayments
Other current assets
Notes and accounts payable
Income tax payable
Accrued expenses
Other payables
Advanced receipts
Other current liabilities
Accrued pension liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds of the disposal of available-for-sale financial assets
Increase in available-for-sale financial assets
Acquisition of properties
Increase in investments accounted for by the equity method
Increase in deferred charges
Increase in intangible assets
Proceeds of the disposal of properties
Proceeds of investees' capital reduction

2010
$ 1,723,608

1,809,543
(1,171,270)
230,398
(193,079)
98,771
(72,750)
(71,946)

8,436
1,934

44,853
(452,724)
26,255
(651,489)
(896,221)
15,953
(26,057)
365,267
(290,444)
42,974
(84,104)
455,455
6,706
28,175

948,244

8,426,674
(5,755,310)
(3,313,637)
(150,000)
(62,850)
(26,037)
13,526
9,350

2009
$ 1,266,888

4,923,371
(2,220,677)
248,972
(669,803)
10,606
39,001
(24,228)

(2,653)

131,581
61,948

(135)
(30,542)
174,892

(145,038)
2,331,327
(689,264)
1,606,486
37,905
(777,582)
55,677
(108,979)
9,136
329,733
(1,076,914)
24,648

5,506,356

5,211,120
(4,614,644)
(1,553,189)

(4,230)
(129,793)
(7,440)
26,127
609,083
(Continued)



TAIWAN FERTILIZER CO., LTD.

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2010 AND 2009
(In Thousands of New Taiwan Dollars)

Increase in guarantee deposits paid
Others

Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Cash dividends paid
Increase in guarantee deposits received
Increase in long-term loans

Net cash used in financing activities

NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR
SUPPLEMENTAL CASH FLOW INFORMATION

Interest paid
Income tax paid

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

(With Deloitte & Touche audit report dated March 4, 2011)

2010 2009
$ (73200 $ (24,313)
o 1,471)
(865,604) (488,750)
(1,372,000) (1,764,000)
52,500 37,669
- 683
(1,319,500) (1,725,648)
(1,236,860) 3,291,958
6,149,954 2,857,996
$ 4,913,094 $ 6,149,954
$ 39 $ 75
$ 624,525 $ 328,707

(Concluded)



TAIWAN FERTILIZER CO., LTD.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2010 AND 2009
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. ORGANIZATION AND OPERATIONS

Taiwan Fertilizer Co., Ltd. (the “Corporation”) was incorporated in May 1946. It manufactures and sells
inorganic and organic fertilizers and other chemical products. The Corporation also undertakes
construction and leasing of real estate.

The Corporation’s stocks have been listed on the Taiwan Stock Exchange since March 24, 1998.

As of December 31, 2010 and 2009, the Corporation had 693 and 680 employees, respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying financial statements have been prepared in conformity with the Guidelines Governing
the Preparation of Financial Reports by Securities Issuers, Business Accounting Law, Guidelines
Governing Business Accounting, and accounting principles generally accepted in the Republic of China.
In preparing financial statements in conformity with these guidelines, laws and principles, the Corporation
is required to make certain estimates and assumptions that could affect allowance for doubtful accounts,
allowance for loss on inventories, depreciation of properties and nonoperating assets, amortization of
deferred charges and intangible assets, income tax, pension, impairment loss on assets, percentage of
construction completed, bonuses to employees and remuneration to directors and supervisors, etc. Actual
results could differ from these estimates.

For the convenience of readers, the accompanying financial statements have been translated into English
from the original Chinese version prepared and used in the ROC. If there is any conflict between the
English version and the original Chinese version or any difference in the interpretation of the two versions,
the Chinese-language financial statements shall prevail.

The Corporation’s significant accounting policies are summarized as follows:

Current and Noncurrent Assets and Liabilities

Current assets include cash and cash equivalents and those assets held primarily for trading purposes or to
be realized, sold or consumed within one year from the balance sheet date. All other assets such as
properties and intangible assets are classified as honcurrent.  Current liabilities are obligations incurred for
trading purposes or to be settled within one year from the balance sheet date. All other liabilities are
classified as noncurrent.

For the Corporation’s construction-related business, which has an operating cycle of over one year, the
length of the operating cycle is the basis for classifying the Corporation’s construction assets and liabilities
as current or noncurrent.

Cash Equivalents

Cash equivalents, consisting of commercial paper, are highly liquid financial instruments with maturities of
three months or less when acquired and with carrying amounts that approximate their fair values.

-9 -



Financial Assets and Liabilities at Fair Value through Profit or Loss

Financial instruments at fair value through profit or loss include financial assets or liabilities held for
trading.  On initial recognition, the financial instruments are recognized at fair value plus transaction costs
and are subsequently measured at fair value with fair value changes recognized in profit or loss. Cash
dividends received, including those received in the year of investment, are recognized as current income.
All regular way purchases or sales of the financial instruments are recognized and derecognized on a trade
date basis.

Fair values of financial instruments at the balance sheet date are determined as follows: Publicly traded
stocks - at closing prices; and open-end mutual funds - at net asset values.

Available-for-sale Financial Assets

Available-for-sale financial assets are initially measured at fair value plus transaction costs that are directly
attributable to the acquisition. At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are remeasured at fair value, with changes in fair value recognized in
equity until the financial assets are disposed of, at which time, the cumulative gain or loss previously
recognized in equity is included in profit or loss for the year. All regular way purchases or sales of
financial assets are recognized and derecognized on a trade date basis.

The recognition, derecognition and the fair value bases of available-for-sale financial assets are the same
with those of financial assets at FVTPL

Cash dividends are recognized on the ex-dividend date, except for dividends distributed from the
pre-acquisition profit, which are treated as a reduction of investment cost. Stock dividends are not
recognized as investment income but are recorded as an increase in the number of shares held. The total
number of shares subsequent to the increase is used for recalculation of cost per share.

An impairment loss is recognized when there is objective evidence that the financial asset is impaired.
Any subsequent decrease in impairment loss for an equity instrument classified as available-for-sale is
recognized directly in equity.

Inventories

Inventories consist of raw materials, supplies, finished goods and merchandises and are stated at the lower
of cost or net realizable value. Inventory write-downs are made item by item, except where it may be
appropriate to group similar or related items. Net realizable value is the estimated selling price of
inventories less all estimated costs of completion and costs necessary to make the sale. Inventories are
stated at weighted-average cost.

Construction in Progress and Recognition of Construction Revenue

The Corporation invests in house construction and calculates the cost of construction in progress by project.
The Corporation recognizes income under the completed-contract method. However, the Corporation uses
the percentage-of-completion method when it subcontracts the procurement of construction labor and
materials to a third party and the following conditions exist:

a. The planning stage is completed. That is, designing, planning, subcontracting and land clearing are all
completed.

b. Total sales exceed estimated total construction cost.
¢. The payments from buyers exceed fifteen percent of the total contract price.

d. The collectability of contracts receivable can be reasonably estimated.

- 10 -



e. The total construction costs and percentage of completion can be reasonably estimated.
f.  The cost for the sales of residential units can be reasonably identified.

Under the percentage-of-completion method, the ratio of the house construction cost incurred to date to
total house construction cost is calculated to determine percentage of completion. The cost of land and
house construction incurred is recorded as “construction in progress” and reclassified to “land for sale”
when the construction is completed. Proceeds of the presale of residential units are recorded as “receipts
in advance” and related expenses incurred are recorded as “deferred charges.”

Under the completed-contract method, “land for sale,” “receipts in advance,” and “deferred charges” are
transferred to cost, revenue, and expenses, respectively, once residential units are sold based on the
percentage of residential units sold. Under the percentage-of-completion method, the current year’s gross
profit is recognized by deducting cumulative gross profit recognized in any of prior period from the
cumulative gross profit to date, which is calculated on the basis of the percentage of completion and
residential units sold.

Borrowing cost incurred before land and building become available for sale or use should be capitalized.

Construction in progress and land and building for sale are stated at the lower of aggregate cost or market
value at the balance sheet date.

Financial Assets Carried at Cost

Investments in equity instruments with no quoted prices in an active market and with fair values that cannot
be reliably measured, such as non-publicly traded stocks and stocks traded in the Emerging Stock Market,
are measured at their original cost. The accounting treatment for dividends on financial assets carried at
cost is the same with that for dividends on available-for-sale financial assets. An impairment loss is
recognized when there is objective evidence that the asset is impaired. A reversal of this impairment loss
is disallowed.

Investments Accounted for by the Equity Method

Long-term investments in which the Corporation holds 20 percent or more of an investee’s voting shares or
exercises significant influence on an investee are accounted for by the equity method. Under the equity
method, the investment is stated at cost and subsequently adjusted for the Corporation’s proportionate share
in the investee’s net income or net loss and in other changes in stockholders’ equity of the investee.

Cash dividends received are accounted for as reductions of the investments; stock dividends received are
recorded as an increase in the number of shares held.

Investments in Real Estate

Investments in real estate are stated at cost plus revaluation increment less accumulated depreciation.
Borrowing costs directly attributable to the construction of investment in real estate are capitalized as part
of the cost of these assets. Major renewal betterments and replacement for expansion are capitalized,
while maintenance and repairs are expensed currently.

Properties and Nonoperating Asset

Properties are stated at cost plus revaluation increment less accumulated depreciation and accumulated

impairment losses. Major additions and improvements to properties are capitalized, while costs of repairs
and maintenance are expensed currently.

- 11 -



Depreciation is provided on a straight-line basis over estimated useful lives as follows: buildings - 10 to
50 years; machinery and equipment - 4 to 35 years; transportation equipment - 3 to 15 years; and other
equipment - 5 to 15 years. Properties and nonoperating assets still in use beyond their original estimated
useful lives are further depreciated over their newly estimated useful lives. Depreciation of revaluated
assets is provided on a straight-line basis over their remaining estimated useful lives determined at the time
of revaluation.

The related cost (including revaluation increment), accumulated depreciation, accumulated impairment
losses and any unrealized revaluation increment of an item of properties and nonoperating asset are
derecognized from the balance sheet upon its disposal. Any gain or loss on disposal of the asset is
included in nonoperating gains or losses in the year of disposal.

Reserve for Land Value Increment Tax

The Corporation revalued its operating and nonoperating properties in accordance with government
regulations.

The revaluated increment less the reserve for land value increment tax is credited to unrealized revaluation
increments.  Reserve for land value increment tax is recognized as long-term liability.

Intangible Assets

Intangible assets, consisting of costs to computer software and patents, are amortized using the straight-line
method over 4 to 15 years.

Deferred Charges

Deferred charges refer mainly to the selling expenses allocated to construction contracts. The selling
expenses will be deferred in the period in which they are incurred and will be transferred to expenses when
building and land are sold. Other deferred charges are amortized by the straight-line method over one year
to six years.

Impairment of Assets

If the recoverable amount of an asset (mainly properties, intangible assets, deferred charges and
investments accounted for by the equity method) is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount. An impairment loss is charged to
earnings unless the asset is carried at a revalued amount, in which case the impairment loss is first treated as
a deduction to the unrealized revaluation increment and any remaining loss is charged to earnings.

If an impairment loss reverses, the carrying amount of the asset is increased accordingly, but the increased
carrying amount may not exceed the carrying amount that would have been determined had no impairment
loss been recognized for the asset in prior years. A reversal of an impairment loss is recognized in
earnings, unless the asset is carried at a revalued amount, in which case the reversal of the impairment loss
is first recognized as gain to the extent that an impairment loss on the same revalued asset was previously
charged to earnings. Any excess amount is treated as an increase in the unrealized revaluation increment.
A reversal of an impairment loss on goodwill is disallowed.
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Income Tax

The Corporation applies the inter-year allocation method to its income tax. Deferred income tax assets
and liabilities are recognized for the tax effects of temporary differences, unused loss carryforward and
unused tax credits. Valuation allowances are provided to the extent, if any, that it is more likely than not
that deferred income tax assets will not be realized. A deferred tax asset or liability is classified as current
or noncurrent in accordance with the classification of its related asset or liability. However, if a deferred
income tax asset or liability does not relate to an asset or liability in the financial statements, then it is
classified as either current or noncurrent based on the expected length of time before it is realized or settled.

If the Corporation can control the timing of the reversal of a temporary difference arising from the
difference between the book value and the tax basis of a long-term equity investment in a foreign subsidiary
or joint venture and if the temporary difference is not expected to reverse in the foreseeable future and will,
in effect, exist indefinitely, then a deferred tax liability or asset is not recognized.

Tax credits for purchases of machinery, equipment and technology, research and development expenditures,
and personnel training expenditures are recognized using the flow-through method.

Adjustments of prior years’ tax liabilities are added to or deducted from the current year’s tax provision.

According to the Income Tax Law, an additional tax at 10% of unappropriated earnings is provided for as
income tax in the year the shareholders approve to retain the earnings.

Pension Cost

Pension cost under a defined benefit plan is determined by actuarial valuations. Contributions made under
a defined contribution plan are recognized as pension cost during the year in which employees render
services.

Contingencies

A loss should be recognized if it is probable that liability has been incurred by the date of the financial
statements and that the amount of loss can be reasonably estimated. If impairment loss or liability
incurrence is possible and the related amount cannot be reasonably estimated, a footnote disclosure of the
circumstances that might give rise to the possible loss or liability should be made.

Revenue Recognition, Trade Receivables and Allowance for Doubtful Accounts

a. Revenue is measured at the fair value of the consideration received or trade receivable and represents
the amounts agreed upon between the Corporation and the customers for goods sold in the normal
course of business, net of sales discounts and volume rebates. Revenue from sales of goods is
recognized when the Corporation has transferred to the buyer the significant risks and rewards of the
ownership of the goods. For trade receivables due within one year from the balance sheet date, as the
nominal value of the consideration to be received approximates its fair value and transactions are
frequent, fair value of the consideration is not determined by discounting all future receipts using an
imputed rate of interest.

b. Rental revenue
Rental revenue is recognized over the contract period.
An allowance for doubtful accounts is provided on the basis of a review of the collectability of accounts

receivable. The Corporation assesses the probability of collection of accounts receivable through
aging analysis of the outstanding receivables.
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Foreign Currencies

Nonderivative foreign-currency transactions are recorded in New Taiwan dollars at the rates of exchange in
effect when the transactions occur. Exchange differences arising from settlement of foreign-currency
assets and liabilities are recognized in profit or loss.

At the balance sheet date, foreign-currency monetary assets and liabilities are revalued using prevailing
exchange rates and the exchange differences are recognized in profit or loss.

If the functional currency of an equity-method investee is a foreign currency, translation adjustments will
result from the translation of the investee’s financial statements into the reporting currency of the
Corporation. Such adjustments are accumulated and reported as a separate component of shareholders’
equity.

Reclassifications

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

. CHANGE IN ACCOUNTING PRINCIPLE
Accounting for Inventories

On January 1, 2009, the Corporation adopted the newly revised Statement of Financial Accounting
Standards No. 10 - “Inventories”. The main revisions are (1) inventories are stated at the lower of cost or
net realizable value, and inventories are written down to net realizable value by item, except when the
grouping of similar or related items is appropriate; (2) unallocated overheads are recognized as expenses in
the period in which they are incurred; and (3) abnormal costs, write-downs of inventories and any reversal
of write-downs are recorded as cost of goods sold for the period. This accounting change resulted in
decreases of $131,581 thousand in net income and $0.13 in after income tax basic earnings per share for the
year ended December 31, 2009.

. CASH AND CASH EQUIVALENTS

December 31

2010 2009
Commercial paper $ 4,561,000 $ 5,677,007
Checking accounts and demand deposits 349,041 467,913
Cash on hand 3,053 2,634
Time deposits - 2,400

$ 4,913,094 $ 6,149,954
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5. AVAILABLE-FOR-SALE FINANCIAL ASSETS

December 31

2010 2009
Current Noncurrent Current Noncurrent
Domestic quoted stocks $ 19,441 $ 205,759 $ 141,415 $ 88,284
Mutual funds 1,327,212 - 3,906,761 -

$ 1,346,653 $ 205,759 $ 4,048,176 $ 88,284

6. INVENTORIES

December 31

2010 2009
Raw materials and supplies $ 1,692,350 $ 1,119,320
Finished goods 418,643 346,884
Merchandise 31,196 24,496

$ 2,142,189 $ 1,490,700

Allowances for inventory devaluation as of December 31, 2010 and 2009 were $131,581 thousand each.

The costs of inventories recognized as cost of goods sold in the years ended December 31, 2010 and 2009
were as follows:

Year Ended December 31

2010 2009
Cost of goods sold $ 11,812,116 $ 13,794,009
Loss (gain) on physical inventory 2,169 (1,449)
Allowance for loss on inventories - 131,581

$ 11,814,285 $ 13,924,141

7. CONSTRUCTION IN PROGRESS

December 31

2010 2009
Nangang Economic and Trade Park
Nangang R4-1 Residential Project (JV with Huaku ) $ 352,957 $ 352,568
Nangang R13 Residential Project 1,415,723 588,378
Nangang R5 Residential Project 846,074 777,587
Others 91,681 95,480
Hualien Meilun Residential Project - 75,527

$ 2,706,435 $ 1,889,540
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a. Construction in progress mainly referred to investment in and development of residential-commercial
complexes on self-owned lots.

1) Nangang Economic and Trade Park

a)

b)

Nangang R4-1 Residential Project (joint venture with Huaku)

The Corporation and Huaku Development Co., Ltd. (“Huaku™) signed a cooperative
construction agreement. Under this agreement, the Corporation would provide a lot with an
area of 4,519.5 square meters and a book value of $352,522 thousand as the construction site.
Huaku would be responsible for construction planning and design. The Corporation agreed to
the transfer of the development rights to the construction site.  On construction completion, the
Corporation would acquire 4,054.14 pings of residential units and 92 flat-surface parking
spaces. Both parties agreed on selling their respective portions separately. On December 21,
2009, the Corporation acquired its legal construction license for the project. As of December
31, 2010, the Corporation had received from Huaku three guarantee deposits totaling $51,300
thousand and had also received $391,520 thousand in advance from the presale of the residential
units.

Nangang R13 Residential Project

The Corporation and the landlord of Lot No. 537 adjacent to the Corporation’s Lot No. 531-4
signed an agreement. Under this agreement, Lot No. 531-4, with an area of 2,448 square
meters and a book value of $140,286 thousand, and Lot No. 537, with an area of 824 square
meters, would be used as a site for a residential-commercial housing complex as a form of urban
regeneration, with the Corporation as the constructor. The two parties will both shoulder the
project development fee in proportion to their respective percentages of development rights
acquired under the City Regeneration Law. The features of this project showed that the related
revenue should be accounted for by the percentage-of-completion method. Income recognition
under the percentage-of-completion method was as follows:

Year

Construction in Progress Supposed
Total Total Con- Con- to
Estimated Estimated struction struction Con- Receipts Complete
Construction  Construction Cost - Cost - struction Deferred in Percentage of  the Con-
Revenue Cost Land Others Profit Total Charges Advance Completion struction
December 31, 2010 $2,381,012 $1,082,331 $192,290 $466,616 $756,817 $1,415,723 $57,272 $477,927 58.28% 2011
December 31, 2009 $2,381,012 $1,082,331 $192,290 $146,235 $249,853 $ 588,378 $98,783 $397,037 18.30% 2011

Nangang R5 Residential Project

The Corporation and seven other landlords (Gu-Ji Chen and others) signed a cooperative
construction contract. Lot Nos. 66-1 and 68-2, with a combined area of 2,039.69 pings and
with a book value of $525,938 thousand, and the adjacent Lot Nos. 66-2 and 68-3, with a
combined area of 514.38 pings, would be developed into a residential-commercial housing
complex and then sold for a joint commission. The construction site totaled 2,554.08 pings.
Three parties would cofinance the project in accordance with the percentage of the land area
each owned (A - 79.8605%, Chen - 12.7725%, and Du - 7.3670%). One bank would provide
capital financing and real estate trust to the parties. The construction cost incurred for building
planning, designing and development rights had accumulated to $320,135 thousand (tax
included) as of December 31, 2010. The project development rights were transferred to the
Corporation and its partners on January 27, 2011, and the construction license was acquired in
February 2011.
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2) Hualien Meilun Residential Project
Lot Nos. 180 and No. 180-4 with a combined area of 3,218 square meters (about 973.45 pings)
located in subsection of Shu Jen in Hualien City were originally designated for the construction of
villas. However, the Corporation‘s board of directors decided to cease the construction on
February 23, 2010 and to reclassify it to nonoperating properties.

b. Other information on construction in progress is as follows:
1) The capitalized interest was $39 thousand in 2010.
2) The interest rate was 0.9440% to 1.1004% for 2010.

3) The interest expense before being capitalized was $39 thousand.

c. Please refer to Note 20 for the construction in progress pledged or mortgaged as collaterals.

8. FINANCIAL ASSETS CARRIED AT COST - NONCURRENT

December 31

2010 2009
% of % of
Carrying Owner- Carrying Owner-
Amount ship Amount ship
VIBO Telecom Inc. $ 420,000 2.15 $ 420,000 2.15
Top Taiwan V Venture Capital Co., Ltd. 120,000 9.76 120,000 9.76
Eminent Venture Capital Corporation 100,000 9.99 100,000 9.99
TSCBioVentures Capital Co. 80,000 19.75 80,000 19.75
Taiwan Stock Exchange Corporation 52,800 2.00 52,800 2.00
Visgeneer Inc. 21,882 12.13 21,882 15.12
TaiAn Technologies Corporation 7,667 16.67 7,667 16.67
Sino-Canada Biotechnology Development Fund
L.P. - - 7,000 16.67
Phalanx Biotech Group Inc. - 2.52 - 3.72
Zanadu Development Corporation - 9.29 - 9.29
$ 802,349 $ 809,349

The stock and beneficial certificate held by the Corporation were measured at cost because they had no
active market and their fair values could not be reliably measured.

In October 2010, Sino-Canada Biotechnology Development Fund L.P. completed its liquidation process
and returned to the Corporation the liquidation proceeds of $8,258 thousand.
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9.

10.

INVESTMENTS ACCOUNTED FOR BY THE EQUITY METHOD

December 31

2010 2009

% of % of
Carrying Owner- Carrying Owner-

Amount ship Amount ship

Al-Jubail Fertilizer Company $ 8,869,401 50.00 $ 7,985,532 50.00
Taiwan Yes Deep Ocean Water Co., Ltd. 206,882 50.00 151,321 50.00
Taifer Chemicals International Inc. 69,563  100.00 67,862  100.00

$ 9,145,846 $ 8,204,715

The Corporation’s investee, Taifer Bio-Chem Industry, Ltd., completed its dissolution in January 2009 and
turned over to the Corporation the liquidation proceeds of $1,092 thousand in July 2010.

The investment income (loss) for the years ended December 31, 2010 and 2009 was based on the investees
financial statements audited by other auditors for the same year.

Year Ended December 31

2010 2009
Al-Jubail Fertilizer Company $ 1,264,748 $ 2,293,564
Taiwan Yes Deep Ocean Water Co., Ltd. (94,439) (78,082)
Taifer Chemicals International Inc. 961 1,619
Taifer Bio-Chem Industry, Ltd. - 3,576
$ 1,171,270 $ 2,220,677

The consolidated financial statements as of and for the years ended December 31, 2010 and 2009 include

the accounts of the Corporation and its direct and indirect subsidiaries.

INVESTMENTS IN REAL ESTATE

December 31

2010 2009

Nangang Economic and Trade Park - pledged for land use rights
Land cost $ 68,809 $ 68,809
Revaluation increment 4,067,581 4,067,581
4,136,390 4,136,390

Hualien Meilun - for lease (Note 19)

Land cost 193 193
Revaluation increment 64,316 64,316
64,509 64,509
$ 4,200,899 $ 4,200,899

The Corporation pledged land use rights on lots it owned with an area of 30,692 square meters located in
C6/C7/C8/C9 in the Nangang Economic and Trade Park. The main provisions of the contract on the
pledging of land use rights were as follows:

a. Land use rights are for 50 years from the date of registration of these rights. When these rights expire
or the contract is terminated, the pledgee should cancel its registration for the land use rights and
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11.

transfer all the land improvements (including the main building, attached building, parking space and
all other attached facilities and improvements such as air-conditioning, and utility fixtures) to the
Corporation.

The land use rights (accounted for as deferred income) amounted to $3,200,889 thousand and have been
amortized to rental revenue over 50 years since June 13, 2006.

The annual rental payable by the pledgee is 8% of the reference land price announced by the local
government, with the calculation starting from the contract date. When the reference land price is
adjusted, the annual rental will be revised at the percentage the same as that set on the date of the
reference price adjustment. If calculated at the rental of the contract date, the annual rental is about
$70,961 thousand.

The pledgee should not transfer the land use rights or the ownership of leasehold improvements to a
third party. Also prohibited are the placing of the land rights under a trust and the use of the rights as
collateral.

The pledgee should not pledge liabilities on land use rights and the improvements to the third party.

The lessee should pay guarantee deposits calculated at the reference land price announced on the
contract date. The lessee had already provided the Corporation with notes amounting to $391,000
thousand as guarantee deposits.

To use and manage the lot, the lessee should follow the agreement, Taipei City's Enforcement Rules of
Urban Planning Law, Regulations of Taipei City's Zoning Control, Detailed Plan for the Nangang
Business Park Specific-Purpose District, The Operation Procedure of Taipei City's Urban Design and

Land Use Control Review, and Building Regulations to use and manage the lot.

PROPERTIES
December 31
2010 2009
Cost
Land 544,783 $ 536,502
Buildings 1,376,807 1,363,572
Machinery and equipment 2,452,034 2,456,190
Transportation equipment 57,880 57,218
Other equipment 59,961 55,990
4,491,465 4,469,472
Accumulated depreciation
Buildings 526,032 487,684
Machinery and equipment 1,612,208 1,559,449
Transportation equipment 41,867 38,451
Other equipment 28,130 21,625
2,208,237 2,107,209
Net cost 2,283,228 2,363,263
Revaluation increment
Land 23,709,477 23,715,918
Unfinished construction and prepayment for equipment 5,590,610 2,415,643
$ 31,583,315 $ 28,493,824
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12.

13.

In April 2007, the Corporation leased from the Taichung Harbor Bureau of the Ministry of Transportation
and Communications a 247.298-square meter lot in a special petrochemical industry zone in Taichung in
order to develop wharf areas, called west 8 and 9, and construct warehouse facilities. The Corporation
handed over the land in April 2007. The main provisions of the lease agreement were as follows:

a.

The lease term for the land in a special industrial zone is 20 years, and the agreement is renewable until
the total lease reaches 50 years. The ownership of the real estate and its improvements constructed
with the Corporation’s capital belongs to the Corporation. In principle, the Corporation returns the
land to the government at the end of the lease term or on the agreement expiry.

As mentioned above, the Corporation has leased land and developed west 8 and 9 of the wharf area and
constructed warehouse facilities on behalf of the Taichung Harbor Bureau. The Corporation used its
capital expenses for the construction as rentals in advance. However, once the lease term ends or the
agreement expires, all the titles to the facilities and improvements on the leased land should be
transferred to the Taichung Harbor Bureau.

The total estimated revenue on the construction of west 8 and 9 of the Taichung Harbor was $10.916 billion.
The contract price was $8.87 billion and was recorded as “unfinished construction” at $5.012 billion,
mainly referring to harbor construction, ship unloaders, nitric acid factory, facilities for the entry and exit of
warehoused cargo, storage tanks for ammonia, etc.

NONOPERATING PROPERTIES, NET
December 31
2010 2009

Land

Cost $ 30,231 $ 30,061

Revaluation increment 4,073,712 4,033,850

Readjustment expenses 309,300 92,124
Idle assets, net 30,900 43,485

$ 4,444,143 $ 4,199,520

Land referred to one property located near factory in Hsinchu and another in Hualien city. Because the
lands were underdeveloped, the lands were classified as nonoperating properties, net and would be
reclassified to another account after being developed.

Idle assets referred to factory buildings and equipment not being used for the Corporation’s operations.

LONG-TERM DEBT

December 31

2010 2009
Fubon Bank
Mortgage loan with interest rate of 0.9440%-1.1004%; repayment
period is from November 29, 2008 to November 28, 2012 $ 3873 $ 3873

Long-term debt referred to the project borrowing used for Nangang R5 Residential Project, which was in
the planning and design stage. The principal would be repaid with proceeds of the sale of each residential
unit after construction, and the interest was payable monthly.

Please refer to Note 20 for long-term loans pledged or mortgaged as collaterals.
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14. STOCKHOLDERS’ EQUITY
Capital Surplus

December 31

2010 2009
Donation $ 44,803 $ 44,803
Arising from treasury stock transactions 2,187,988 2,187,988

$ 2,232,791 $ 2,232,791

Under the Company Law, capital surplus can only be used to offset a deficit. However, the capital surplus
from share issued in excess of par (additional paid-in capital from issuance of common shares and treasury
stock transactions) and donations may be capitalized, which however is limited to a certain percentage of
the Corporation’s paid-in capital.

Appropriation of Earnings and Dividend Policy

The Corporation’s Articles of Incorporation provide that appropriation for legal reserve should be made at
10% of annual net income after deductions for any deficit and payment for income tax. The remainder,
less special reserve based on business need and any portion decided to be retained, together with
unappropriated earnings of prior years, should be distributed as follows:

a. Remuneration to directors and supervisors Not more than 2%
b. Bonus to employees 3%
c. Dividends 95%

The appropriations will be recommended by the board of directors and resolved in the shareholders’
meeting.

Under the Company Law, the Corporation may, by a resolution adopted by the board of directors, have the
whole or a part of the surplus profit distributable as dividends and bonuses distributed in the form of new
shares.

The appropriations shall be resolved by shareholders in the following year and given effect to in the
financial statements of that year.

To determine dividend amounts, the Corporation should take into account the diversity of its business,
cycles of the industry, and capital demand in relation to specific products and services. To balance
business development and shareholders’ welfare, the cash dividend should not be less than 10% of total
annual dividends, unless there is any capital demand due to essential investment plan, change in financial
position, business operation, extension of capacity or any other capital expenditure, and should be approved
in the shareholders’ meetings.

For the years ended December 31, 2010 and 2009, the bonus to employees was $68,084 thousand and
$43,326 thousand, respectively, and the remuneration to directors and supervisors was $45,390 thousand
and $28,884 thousand, respectively. The bonus to employees and remuneration to directors and
supervisors represented 3% and 2%, respectively, of net income (net of the bonus and remuneration). If
the actual amounts subsequently resolved by the shareholders differ from the proposed amounts, the
differences are recorded in the year of shareholders’ resolution as a change in accounting estimate. If a
share bonus is resolved to be distributed to employees, the number of shares is determined by dividing the
amount of the share bonus by the closing price (after considering the effect of cash and stock dividends) of
the shares of the day immediately preceding the shareholders’ meeting.
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Based on a directive issued by the Securities and Futures Bureau, an amount equal to the net debit balance
of certain shareholders’ equity accounts shall be transferred from unappropriated earnings to a special
reserve. Any special reserve appropriated may be reversed to the extent of the decrease in the net debit
balance.

Legal reserve shall be appropriated until it has reached the Corporation’s paid-in capital.  This reserve may
be used to offset a deficit. When the legal reserve has reached 50% of the Corporation’s paid-in capital,
up to 50% thereof may be transferred to paid-in capital.

Except for non-ROC resident shareholders, all shareholders receiving the dividends are allowed a tax credit
equal to their proportionate share of the income tax paid by the Corporation.

The appropriations from the earnings of 2009 and 2008 were approved in the shareholders’ meetings on
June 17, 2010 and June 16, 2009, respectively. The appropriations and dividends per share were as
follows:

Dividends Per Share

Appropriation of Earnings (NTS)
For For For For
Year 2009 Year 2008 Year 2009 Year 2008
Legal reserve $ 126,689 $ 219,172
Special reserve (135,604) 180,000
Cash dividends 1,372,000 1,764,000 $14 $1.8

The bonus to employees and the remuneration to directors and supervisors for 2009 and 2008 approved in
the shareholders’ meetings on June 17, 2010 and June 16, 2009, respectively, were as follows:

Year Ended December 31

2009 2008
Remuneration Remuneration
Bonus to to Directors Bonus to to Directors
Employee and Employee and
Bonus Supervisors Bonus Supervisors
Amounts approved in shareholders’
meetings $ 43,326 $ 28,884 $ 55,705 $ 37,137
Amounts recognized in respective
financial statements 43,326 28,884 55,705 37,137

There were no differences between the approved amounts of the bonus to employees and the remuneration
to directors and supervisors and the accrual amounts reflected in the financial statements for the years
ended December 31, 2009 and 2008.

Information on the bonus to employees, directors and supervisors is available on the Market Observation
Post System website of the Taiwan Stock Exchange.
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15.

INCOME TAX

a. A reconciliation of income tax on pretax income at the statutory rate and current income tax payable
was as follows:

2010 2009
Income tax on pretax income at statutory rate $ 313,706 $ 561,055
Add (deduct) tax effects of:
Permanent difference 307,965 1,556,608
Temporary difference (234,563) (517,803)
Investment tax credits used - (11,123)
Additional 10% tax on unappropriated earnings - 20,855
Current income tax payable 387,108 1,609,592
Tax prepayment (512,686) (1,553,915)
Tax payable (tax refund receivable) $ (125,578) $ 55,677
b. Income tax expense consisted of:
2010 2009
Current income tax payable $ 387,108 $ 1,609,592
Deferred income tax (193,079) (669,803)
Adjustments to prior year’s taxes (72,305) -
Unused foreign tax credit - 31,949
Tax separately levied on interest - 5,635

$ 121,724 $ 977,373
In 2010 and 2009, the Legislative Yuan passed the following amendments to tax laws:

1) March 2009 - the amendment of Article 24 of the Income Tax Law, which requires the
profit-seeking enterprise that invests in short-term notes for which the issuance dates are on and
after January 1, 2010 to include the related interest income, which was taxed separately prior to
January 1, 2010, in its taxable income;

2) May 2009 - the amendment of Article 5 of the Income Tax Law, which reduced a profit-seeking
enterprise’s income tax rate from 25% to 20%, effective January 1, 2010. However, in May 2010,
the Legislative Yuan passed another amendment of Article 5 of the Income Tax Law, which
reduced a profit-seeking enterprise’s income tax rate from 20% to 17%, effective January 1, 2010.
The Corporation recalculated its deferred tax assets and liabilities in accordance with the new
amendment article and adjusted the resulting difference as income tax expense.
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C.

d.

Deferred income tax assets (liabilities) consisted of:

December 31

2010 2009
Current
Deferred income tax assets
Unrealized allowance for loss on inventories $ 22,369 $ 26,316
Unallocated cost 11,196 -
Unrealized exchange loss (832) 899
Unrealized scrap loss - 16,700
$ 32,733 $ 43,915
Noncurrent
Deferred income tax assets
Impairment loss $ 91,398 $ 106,659
Unrealized scrap loss 45,395 78,411
Accrued pension cost 31,661 31,613
168,454 216,683
Less: Valuation allowance (111,176) (82,613)
57,278 134,070

Deferred income tax liabilities
Investment income recognized on overseas equity-method

investments (616,547) (897,600)
$ (559,269) $ (763,530)

Income tax returns through 2008 had been examined by the tax authorities, except those of 2006 and
2007. On the Corporation’s income tax return for 2008, the tax authorities said that the offshore
income tax the Corporation paid on its investment in Al-Jubail Fertilizer Company could not be
deducted from the ROC enterprise income tax levied on domestic and foreign-source income. Thus,
after twice examining the Corporation’s returns, the tax authorities determined that the Corporation still
had to pay $565,014 thousand, consisting of $528,040 thousand for 2008 and $36,974 thousand for
2005. The Corporation disagreed with the tax authorities’ ruling on its 2005 and 2008 returns and thus
requested on December 7, 2010 a reexamination of the returns. Nevertheless, under the principle of
conservatism, the Corporation accrued the taxes assessed by the authorities and classified the amounts
as other liabilities. On the enterprise income tax returns for 2006, 2007 and, 2009, which had not yet
been examined, the Corporation estimated its total tax payable at $1,468,070 thousand, consisting of
$257,429 thousand, $311,650 thousand and $898,991 thousand, respectively, assuming that the
authorities would again disallow the Corporation’s claim to certain tax deductions.

Information on the integrated income tax is as follows:
December 31
2010 2009
The balance of the imputation credits allocable to shareholders $ 412,075 $ 335,105

The creditable ratios for the distribution of the earnings of 2010 and 2009 were 20.48% (estimate) and
35.62%, respectively.

For the distribution of earnings generated after January 1, 1998, the ratio for the imputation credits
allocated to shareholders of the Corporation is based on the balance of the imputation credit account
(ICA) as of the date of dividend distribution. The expected creditable ratio for the 2010 earnings may
be adjusted, depending on the ICA balance on the date of dividend distribution.

The Corporation has no unappropriated earnings generated before January 1, 1998.
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16.

17.

EARNINGS PER SHARE (“EPS”)

The numerators and denominators used in calculating basic and diluted EPS were as follows:

EPS (NT$)
Amounts (Numerator) Shares Before After
Before After (Denominator) Income Income
Income Tax Income Tax  (In Thousands) Tax Tax
Year ended December 31, 2010
Basic EPS
Income for the year attributable to common
stockholders $ 1,845,332 $ 1,723,608 980,000 $ 188 $ 176
Effect of dilutive potential common stock
Bonus to employees - - 847
Diluted EPS
Income for the year attributable to common
shareholders plus effect of potential dilutive
common stock $ 1,845,332 $ 1,723,608 980,847 $ 18 $ 176
Year ended December 31, 2009
Basic EPS
Income for the year attributable to common
stockholders $ 2,244,261 $ 1,266,888 980,000 $ 229 $ 129
Effect of dilutive potential common stock
Bonus to employees - - 581
Diluted EPS
Income for the year attributable to common
shareholders plus effect of potential dilutive
common stock $ 2,244,261 $ 1,266,888 980,581 $ 229 $ 129

The Accounting Research and Development Foundation issued Interpretation 2007-052, which requires
companies to recognize bonuses paid to employees, directors and supervisors as compensation expenses
beginning January 1, 2008. These bonuses were previously recorded as appropriations from earnings. If
the Corporation decides to settle the bonus to employees by cash or shares, the Corporation should presume
that the entire amount of the bonus will be settled in shares, and, if the resulting potential shares have a
dilutive effect, these shares should be included in the weighted average number of shares outstanding used
in the calculation of diluted EPS. The number of shares is estimated by dividing the entire amount of the
bonus by the closing price of the shares at the balance sheet date. The dilutive effect of the potential
shares should be included in the calculation of diluted EPS until the shareholders resolve the number of
shares to be distributed to employees at their meeting in the following year.

PENSION PLANS

The pension plan under the Labor Pension Act (LPA) is a defined contribution plan. Based on the LPA,
the rate of the Corporation’s monthly contributions to employees’ individual pension accounts is at 6% of
monthly salaries and wages. Related pension costs were $6,333 thousand in 2010 and $5,841 thousand in
2009.
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Based on the defined benefit plan under the Labor Standards Law, pension benefits are calculated on the
basis of the length of service and average monthly salaries of the six months before retirement. The
Corporation contributes amounts equal to 9% of total monthly salaries and wages to a pension fund
administered by the pension fund monitoring committee. The pension fund is deposited in the Bank of
Taiwan in the committee’s name. The Corporation recognized pension costs of $58,848 thousand in 2010
and $55,245 thousand in 20009.

Other information on the defined benefit plan is as follows:
a. Components of net pension cost

Year Ended December 31

2010 2009
Service cost $ 53,519 $ 51,384
Interest cost 12,059 11,563
Projected return on plan assets (7,058) (8,030)
Amortization 328 328
Net periodic pension cost $ 58,848 $ 55,245

b. Reconciliation of funded status of the plan and accrued pension cost as of December 31, 2010 and 2009

December 31

2010 2009
Benefit obligation
Vested benefit obligation $ 452,712 $ 404,922
Non-vested benefit obligation 106,096 96,697
Accumulated benefit obligation 558,808 501,619
Additional benefit based on future salaries 44,348 43,766
Projected benefit obligation 603,156 545,385
Fair value of plan assets (381,807) (345,501)
Funded status 221,349 199,884
Amortization of unrecognized prior service cost (657) (986)
Unrecognized pension gain (42,632) (49,013)
Additional liability - 6,233
Accrued pension cost $ 178,060 $ 156,118
December 31

2010 2009

c. Vested benefit $ 518,655 $ 471,359

d. Actuarial assumptions as of December 31, 2010 and 2009

December 31

2010 2009
Discount rate used in determining present values 2.25% 2.25%
Future salary increase rate 1.00% 1.00%
Expected rate of return on plan assets 2.00% 2.00%
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18. PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENSES

Year Ended December 31

2010 2009
Classified as Classified as
Classified as  Classified as Non- Classified as Classified as Non-
Operating Operating operating Operating Operating operating
Costs Expenses Expenses Total Costs Expenses Expenses Total
Personnel
Salary $ 485,742 $ 387,345 $ - $ 873,087 $ 400,311 $ 325,018 $ - $ 725,329
Pension 26,966 13,914 - 40,880 23,051 12,506 - 35,557
Insurance 43,862 21,319 - 65,181 34,720 21,082 - 55,802
Others 22,331 12,829 11,764 46,924 26,089 18,372 - 44,461
$ 578,901 $ 435,407 $ 11,764 $1,026,072 $ 484,171 $ 376,978 $ - $ 861,149
Depreciation $ 187,218 $ 33132 $ 356 $ 220,706 $ 158,865 $ 21,020 $ $ 179,885
Amortization $ - $ 9,692 $ - $ 9,692 $ 3,700 $ 9225 $ $ 12,925
19. RELATED-PARTY TRANSACTIONS
a. Related parties and their relationships with the Corporation
Related Party Relationship with the Corporation
Al-Jubail Fertilizer Company (“Al-Jubail) Equity-method investee
Taifer Chemicals International Inc. (“Taifer Chemicals™) Subsidiary
Taifer Bio-Chem Industry, Ltd. Equity-method investee (liquidated
on January 2009)
Taiwan Yes Deep Ocean Water Co., Ltd. (“Taiwan Yes”) Equity-method investee

b. The related-party transactions were conducted under normal terms. The significant balances and
transactions with related parties except those disclosed in the financial statements and in other notes, are
summarized as follows:

Year Ended December 31

2010 2009
% to % to
Amount Total Amount Total
1) Sales
Taiwan Yes $ 2,306 - $ 2,855 -
2) Purchases
Al-Jubail $ 2,469,977 2 $ 3,200,811 1
Terms of sales and purchases with related parties were similar to those for third parties.
Year Ended December 31
2010 2009
% to % to
Amount Total Amount Total
3) Commission income (accounted for as
other revenue)
Al-Jubail $ 90,606 100 $ 62,385 100
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Year Ended December 31

2010 2009
% to % to
Amount Total Amount Total
4) Rental revenue (accounted for as other
revenue)
Taiwan Yes $ 4,619 1 $ 4,619 1

The Corporation granted to Taiwan Yes the land use rights on its 32.158-square meter lot at No. 124
Mei-Gang, Hualien. For its use of the land for 30 years, Taiwan Yes should pay the following: (a)
royalty for the annual land use rights, which was primarily calculated from the appraisal report issued
by an appraisal company (b) annual rental at 8% of the reference land price announced by the local
government, which was calculated from the date the land was pledged for land use rights.

Year Ended December 31

2010 2009
% to % to
Amount Total Amount Total
5) Service income (accounted for as other
revenue)
Taifer Chemicals $ 240 100 $ 500 100

Under the service agreements, the fees were based on the categories of the services provided.

Year Ended December 31

2010 2009
% to % to
Amount Total Amount Total
6) Other revenue - other
Taiwan Yes $ 16,261 13 $ 15,140 17

Other revenue referred to the allocation of utility expenses paid by Taiwan Yes to the Corporation.

December 31

2010 2009
% to % to
Amount Total Amount Total
7) Accounts receivable
Taiwan Yes $ 176 - $ 286 -
8) Prepayments
Al-Jubail $ - - $ 212,968 45
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December 31

2010 2009
% to % to
Amount Total Amount Total
9) Temporary advance (accounted for as other
current assets)
Al-Jubail $ 14,693 35 $ - -

Temporary advance referred to service expense and salaries paid in advance.

December 31

2010 2009
% to % to
Amount Total Amount Total
10) Accounts payable
Al-Jubail $ 139,516 27 $ - -

11) Compensation of directors, supervisors and management personnel:

Year Ended December 31

2010 2009
Salaries $ 13,751 $ 14,505
Incentives 12,655 13,256
Special compensation 4,986 4,986
Bonus 47,201 30,374
$ 78,593 $ 63,121

20. MORTGAGED OR PLEDGED ASSETS

The following assets have been pledged or mortgaged as collaterals for leasing the harbor of the Kaohsiung
Harbor Bureau and the bonded warehouse of the Taipei Customs Office and for bank loans.

December 31

2010 2009
Pledged time deposits $ 13,300 $ 13,600
Construction in progress - land (including revaluation increment) 525,938 525,938

$ 539,238 $ 539,538
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21. FINANCIAL INSTRUMENTS

a.

Methods and assumptions used to estimate the fair values of financial instruments were as follows:

1)

2)

3)

4)

The carrying amounts of the following short-term financial instruments approximate their fair
values because of their short maturities: Cash and cash equivalents, receivables and payables.

Fair values of financial instruments designated as at FVTPL and available-for-sale or
held-to-maturity financial assets are based on their quoted prices in an active market.

Financial assets carried at cost are investments in unquoted shares, which have no quoted prices in
an active market and entail an unreasonably high cost to obtain verifiable fair values. Therefore,
no fair value is presented.

Fair value of long-term loans based on the present value of expected cash flows, at floating interest
rates approximates the carrying amount.

The fair values of financial instruments were based on either quoted market prices or estimates made
through valuation techniques incorporating estimates and assumptions consistent with those generally
used by other market participants to price financial instruments.

As of December 31, 2010 and 2009, financial assets exposed to fair value interest rate risk amounted to
$4,563,999 thousand and $5,682,407 thousand, respectively, and on financial instruments exposed to
cash flow interest rate risk, financial assets amounted to $312,811 thousand and $394,289 thousand,
respectively, and financial liabilities amounted to $3,873 thousand at each year-end.

Financial risks

1)

2)

3)

4)

Market risk

The market risk of financial instruments held by the Corporation includes foreign exchange rate risk
and market price risk. The fair value of financial assets and liabilities denominated in foreign
currency is influenced by exchange rates. The fair value of financial assets held for trading and
that of available-for-sale financial assets are influenced by market prices.

Credit risk

Credit risk represents the potential impacts to financial assets that the Corporation might encounter
if counter-parties or third parties breach the contracts. The Corporation’s evaluation of credit risk
exposure as of December 31, 2010 and 2009 was immaterial because all counter-parties are
reputable financial institutions with good credit ratings.

Liquidity risk

The Corporation has sufficient operating capital to meet cash flow requirement. Thus, the
Corporation does not have significant liquidity risk.

Cash flow risk from interest rate fluctuations
The Corporation has long-term liabilities with floating interest rates. As a result, the effective
interest rates on these loans and future cash flow will change as the market interest rates change.

The Corporation’s evaluation of cash flow risk exposure as of December 31, 2010 and 2009 was
immaterial because the bank loan was immaterial.
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22. DONATION

In consideration of the ongoing relationship with Saudi Arabia and corporate social responsibility, the
Corporation donated to the Saudi Ministry of Agriculture US$50,000 thousand (classified as nonoperating
expenses and losses) to establish an agricultural center, and this donation was approved in the shareholders’
meeting on June 16, 2009. This donation was appropriated from the earnings of Al-Jubail Fertilizer
Company and was deposited in a special bank account of Al-Jubail Fertilizer Company for later transfer to
a local government bank account.

23. SIGNIFICANT COMMITMENTS AND CONTINGENCIES
a. As of December 31, 2010, the Corporation had unused letters of credits of US$6,833 thousand.

b. As of December 31, 2010, the Corporation had guarantee notes payable for debt not reflected in the
accompanying financial statements amounted to $21,767,750 thousand.

c. The Corporation leased 10 lots - No. 360-3, etc., located in the She-ho-xia subsection, Sheho Section,
and Xi-Zhi-Yuan District - to Lung Cheong Buildings’ Mechanical-electrical Management and Consult
Co., Ltd. (“Lung Cheong”) for use as parking lots and to Level Biotechnology Inc. for use as
commercial office space. Lung Cheong obtained a parking lot license at the beginning of its lease
term; thus, the lots it leased were taxed at a preferred tax rate. Later, however, the tax authorities
imposed on the Corporation a land value tax of $7,840 thousand for 2004 and 2005 and an
administrative fine of $23,521 thousand based on Art. 54.1.(1) of the Land Tax Act and Article 15 of
The Enforcement Rules of the Land Tax Act because Lung Cheong had failed to renew the parking lot
license before its expiry in 2002. Because the Corporation is the owner of the land on which the
parking lot was located, it became liable for the tax on the unrenewed license.

The Petitions and Appeals Committee of the Taipei County Government revoked an administrative fine
of $23,521 thousand imposed on the Corporation but upheld the tax authorities’ decision on the land
value tax of $7,840 thousand for 2004 and 2005 on 10 lots owned by the Corporation. The
Corporation filed an administrative petition for the reduction of the $7,40-thousand land value tax by
$4,684 thousand on 4 of its 10 lots. The Taipei High Administrative Court ruled in favor of the
Corporation, as shown in Court Document No. 4119. The Revenue Service Office of the Taipei
County thus filed an appeal with the Supreme Administrative Court. As of December 31, 2010, the
Corporation had not received any notice in this matter.

The Corporation’s lots in No. 1 subsection in Nangang Section and in the Henke subsection in Henke
section in Nangang District were unilaterally purchased by the Taipei City Government (TCG) for the
construction of the Nangang Economic and Trade Park. The former section, a previous industrial
district, was solely owned by the Corporation; whereas the latter section, mainly an agricultural district,
was owned by the Corporation and more than 200 other owners. The Corporation noted that the
received government compensation of $1,273,588 thousand for the two was $98,108 thousand short of
the $1,371,696 thousand eminent domain value price and thus filed an administrative petition and an
administrative litigation.  The Administrative Court ruled that TCG’s determination of the
compensation amount was inequitable and thus rejected the amount. When TCG raised the
compensation to $1,420,853 thousand, the Corporation claimed that the adjustment was still unfair and
could not cover the Corporation’s losses on the lot; thus, the Corporation again filed a petition for an
even higher compensation.

The Administrative Appeals Commission rejected the Corporation’s petition, so the Corporation filed
an administrative litigation against TCG. However, the Taipei High Administrative Court decided in
favor of TCG. As of December 31, 2010, the Corporation had recruited a lawyer to file an appeal with
the Supreme Administrative Court.
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24. ADDITIONAL DISCLOSURES

25.

Following are the additional disclosures required by the Securities and Futures Bureau for the Corporation
and its investees:

a. Financings provided: None
b. Endorsements/guarantees provided: None
c. Marketable securities held: Table 1 (attached)

d. Marketable securities acquired or disposed of at costs or prices of at least NT$100 million or 20% of the
paid-in capital: Table 2 (attached)

e. Acquisition of individual real estate at costs of at least NT$100 million or 20% of the paid-in capital:
None

f. Disposal of individual real estate at prices of at least NT$100 million or 20% of the paid-in capital:
None

g. Total purchases from or sales to related parties of at least NT$100 million or 20% of the paid-in capital:
Table 3 (attached)

h. Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in capital:
None

i. Names, locations, and related information of investees over which the Corporation exercises significant
influence: Table 4 (attached)

j. Derivative transactions of investees over which the Corporation has a controlling interest: None

k. Investments in Mainland China: None

OTHERS

The significant foreign financial assets and liabilities denominated in foreign currencies were as follows:

December 31

2010 2009
Foreign Exchange New Taiwan Foreign Exchange New Taiwan
Currencies Rate Dollars Currencies Rate Dollars

Financial assets

Monetary item

UsD $ 7,595 29.13 $ 221,242 $ 26,028 31.94 $ 831,334
Investments accounted

for by the equity

method

usD 304,477 29.13 8,869,401 250,017 31.94 7,985,532

Financial liabilities

Monetary item
usD 4,939 29.13 143,873 -
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26. SEGMENT INFORMATION

Based on Statement of Financial Accounting Standards No. 20 - “Segment Reporting,” segment
information for 2010 and 2009 is as follows:

a. Business segments

Fertilizers and Chemical Construction Total
2010 2009 2010 2009 2010 2009
Operating revenue $ 13,344,344 $ 16,617,869 $ 1,084,434 $ 532,416 $ 14,428,778 $ 17,150,285
Operating cost 12,000,942 14,131,858 444,830 185,907 12,445,772 14,317,765
Operating expenses 1,081,767 1,036,931 55,240 24,768 1,137,007 1,061,699
Nonoperating expenses and losses - - - - - -
13,082,709 15,168,789 500,070 210,675 13,582,779 15,379,464

Operating income from segment $ 261,635 $ 1,449,080 $ 584,364 $ 321,741 845,999 1,770,821
Investment income from equity

method investees 1,171,270 2,220,677
Interest income 18,761 7,523
Gain on disposal of properties 9,893 18,212
Dividends 18,912 14,488
Gain on foreign exchange, net 8,506 10,501
Other income 22,067 13,765
Loss on disposal of investment, net (98,771) (10,606)
Loss on disposal of properties (18,329) (15,559)
Impairment loss on financial assets

carried at cost - (61,948)
Other loss (132,976) (1,723,613)
Income before income tax $ 1845332 $ 2244261
Identifiable assets $ 47,237,343 $ 46,916,994 $ 2,706,435 $ 1,889,540 $ 49,943,778 $ 48,806,534
Long-term investments 10,218,463 9,166,857 4,136,390 4,136,390 14,354,853 13,303,247
Total assets $ 57,455,806 $ 56,083,851 42,82 $ 6,025,930 $ 64,298,631 2,109,781
Depreciation $ 220,706 $ 179,885 $ $
Capital expenditure 3,313,637 $ 1,553,189 $ $

b. Foreign operations: None
c. Export sales
2010 2009

America $ 95,232 $ 44,148
Europe 76,673 48,358
Africa 23,166 -
Asia 6,125 17,276
Others 21,259 8,917

$ 222,455 $ 118,699

d. Major customers

The Corporation had no sales to a single customer that exceeded 10% of total sales for the years in 2010
and 2009.
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TAIWAN FERTILIZER CO., LTD.

MARKETABLE SECURITIES HELD

DECEMBER 31, 2010

(In Thousands of New Taiwan Dollars)

TABLE 1

Marketable Securities Type/Name

Relationship with the Holding

December 31, 2010

Holding Company Name Financial Statement Account Shares or Units . Percentage of Market Value or Note
and Issuer Company (Thousands) Carrying Value Ownership Net Asset Value
Taiwan Fertilizer Co., Ltd. |Beneficial certificate
Fuh Hwa Money Market - Available-for-sale financial assets - 2,895 $ 40,134 - $ 40,134 Note 1
current

Mega Diamond Money Market - Same as above 15,083 180,739 - 180,739 Note 1

Taishin Ta-Chong Money Market - Same as above 20,643 280,735 - 280,735 Note 1

Fuh Hwa Aegis - Same as above 14,897 196,305 - 196,305 Note 1

HSBC Taiwan Safe and Rich - Same as above 7,908 162,440 - 162,440 Note 1

Allianz Glbl Inv GIbl Div Quant - Same as above 10,035 91,822 - 91,822 Note 1

SKIT ECB Balanced - Same as above 8,000 70,448 - 70,448 Note 1

Jih Sun MIT Mainstream - Same as above 8,000 79,600 - 79,600 Note 1

JPMorgan (Taiwan) New Silk Rd - Same as above 8,904 78,534 - 78,534 Note 1
Emerg Mkts

HSBC GIbl Themes FoFs - Same as above 9,025 84,838 - 84,838 Note 1

Hua Nan Global Agribusiness And - Same as above 4,998 42,729 - 42,729 Note 1
Water

Russell Global 35 Multi-Manager - Same as above 5 18,888 - 18,888 Note 1
Fund

Common stocks

Chung Hwa Pulp Corp. - Same as above 65 1,017 0.01 1,017 Note 2

China Development Financial - Same as above 600 7,710 0.01 7,710 Note 2
Holding Corp.

Boardtek Electronics Corp. - Same as above 276 4,982 0.14 4,982 Note 2

Taiwan Semiconductor Co., Ltd. - Same as above 45 1,042 0.02 1,042 Note 2

Systex Corporation - Same as above 100 4,690 0.04 4,690 Note 2

VIBO Telecom Inc. - Financial assets carried at cost - 42,000 420,000 2.15 181,345 Note 3

noncurrent

Top Taiwan V Venture Capital Co., - Same as above 12,000 120,000 9.76 130,453 Note 3
Ltd.

Eminent Venture Capital Corporation - Same as above 10,000 100,000 9.99 94,063 Note 3

TSCBioVentures Capital Co. - Same as above 8,000 80,000 19.75 68,565 Note 3

Taiwan Stock Exchange Corporation - Same as above 11,386 52,800 2.00 647,047 Note 3

Visgeneer Inc. - Same as above 2,450 21,882 12.13 24,666 Note 3

TaiAn Technologies Corporation - Same as above 741 7,667 16.67 7,848 Note 3

Phalanx Biotech Group Inc. - Same as above 776 - 2.52 6,559 Note 3

Zanadu Development Corporation - Same as above 24,700 - 9.29 - Note 3
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Marketable Securities Type/Name

Relationship with the Holding

December 31, 2010

Holding Company Name Financial Statement Account Shares or Units . Percentage of Market Value or Note
and Issuer Company (Thousands) Carrying Value Ownership Net Asset Value

China Petrochemical Development - Available-for-sale financial assets - 7,120 $ 205,759 0.40 $ 205,759 Note 2
Corporation noncurrent

Al-Jubail Fertilizer Company An investee accounted for by Investments accounted for by 6,715 8,869,401 50.00 8,869,401 Note 4

equity method equity method

Taiwan Yes Deep Ocean Water Co., |An investee accounted for by Same as above 40,000 206,882 50.00 206,882 Note 4
Ltd. equity method

Taifer Chemicals International Inc. | A subsidiary of the Corporation |Same as above 3,000 69,563 100.00 69,563 Note 4

Note 1:

Note 2:

Note 3:

Note 4:

The market value was calculated on the basis of the net asset values at the balance sheet date.
The market value was calculated on the basis of the closing price at the balance sheet date provided by the Taiwan Stock Exchange.
The net asset value was calculated on the basis of the investees’ unaudited financial statements as of December 31, 2010.

The net asset value was calculated on the basis of the investees’ audited financial statements as of December 31, 2010.
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TAIWAN FERTILIZER CO., LTD.

MARKETABLE SECURITIES ACQUIRED AND DISPOSED OF AT COSTS OR PRICES OF AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
YEAR ENDED DECEMBER 31, 2010
(In Thousands of New Taiwan Dollars)

TABLE 2

Acquiring or Marketable Securities Nature of Beginning Balance Acquisition Disposal Ending Balance

SelllngNglr?]r;wpany Type and Name Financial Statement Account Counter-party Relationship Shares/Units Amount Shares/Units Amount Shares/Units Amount Carrying Value Gagiglr;gss;)l on Shares/Units Amount

Taiwan Fertilizer  |PineBridge Taiwan Giant Auvailable-for-sale financial assets - - - - $ - 20,385 $ 180,000 20,385 $ 168,381 $ 180,000 $ (11,619) - $ -
Co., Ltd. current

PineBridge Taiwan MMkt Sec Available-for-sale financial assets - - - - - 13,663 180,000 13,663 180,097 180,000 97 - -
Invsmt Tr current

Mega Diamond Money Market Auvailable-for-sale financial assets - - - - - 15,083 180,000 - - - - 15,083 180,000
current

PCA High Tech Auvailable-for-sale financial assets - - - 4,166 150,000 - - 4,166 157,422 150,000 7,422 - -
current

Cathay Cathay Available-for-sale financial assets - - - - - 13,006 180,000 13,006 188,844 180,000 8,844 - -
current

Cathay Taiwan Money Market Auvailable-for-sale financial assets - - - 30,181 360,000 - - 30,181 361,044 360,000 1,044 - -
current

Cathay Small & Med Cap Auvailable-for-sale financial assets - - - 3,391 90,000 5,884 180,000 9,275 289,809 270,000 19,809 - -
current

Cathay Dragon Available-for-sale financial assets - - - 12,527 127,000 17,595 180,000 30,123 327,171 307,000 20,171 - -
current

Cathay GIbl Balance FoFs Auvailable-for-sale financial assets - - - 13,393 160,000 - - 13,393 148,125 160,000 (11,875) - -
current

THE RSIT Digital Fund Auvailable-for-sale financial assets - - - - - 7,995 120,000 7,995 127,355 120,000 7,355 - -
current

Fuh Hwa Money Market Auvailable-for-sale financial assets - - - - - 13,026 180,000 10,131 140,136 140,000 136 2,895 40,000
current

Fuh Hwa You Li Money Market Auvailable-for-sale financial assets - - - - - 13,963 180,000 13,963 180,123 180,000 123 - -
current

Fuh Hwa Heirloon Balanced Il Available-for-sale financial assets - - - 10,428 160,000 - - 10,428 160,839 160,000 839 - -
current

Franklin Temp First TW First Available-for-sale financial assets - - - 8,203 180,000 7,912 180,000 16,115 383,372 360,000 23,372 - -
current

SinoPac Sm and Mid Cap Auvailable-for-sale financial assets - - - 2,465 100,000 4,362 180,000 6,826 302,008 280,000 22,008 - -
current

JF (TW) New Technology Auvailable-for-sale financial assets - - - 5,007 180,000 - - 5,007 181,959 180,000 1,959 - -
current

JF (TW) Pacific Balanced Auvailable-for-sale financial assets - - - 17,184 200,000 - - 17,184 178,035 200,000 (21,965) - -
current

Jih Sun Money Market Auvailable-for-sale financial assets - - - 6,380 90,000 12,749 180,000 19,129 270,299 270,000 299 - -
current

Jih Sun Upstream Auvailable-for-sale financial assets - - - - - 7,460 180,000 7,460 182,536 180,000 2,536 - -
current

Jih Sun Small Cap Available-for-sale financial assets - - - - - 12,996 180,000 12,996 166,484 180,000 (13,516) - -
current

Jih Sun High Tech Auvailable-for-sale financial assets - - - - - 17,893 180,000 17,893 176,064 180,000 (3,936) - -
current

Jih Sun Optimization Auvailable-for-sale financial assets - - - 20,726 180,000 - - 20,726 179,279 180,000 (721) - -
current

UPAMC James Bond Money Auvailable-for-sale financial assets - - - - - 11,256 180,000 11,256 180,088 180,000 88 - -
Market current

UPAMC Small And Medium Cap  |Available-for-sale financial assets - - - - - 9,989 140,000 9,989 130,259 140,000 (9,741) - -
current

Taishin 1699 Money Market Available-for-sale financial assets - - - - - 13,954 180,000 13,954 180,158 180,000 158 - -
current

Taishin 2000 High Technology Available-for-sale financial assets - - - - - 6,086 100,000 6,086 91,236 100,000 (8,764) - -
Equity current

Taishin Ta-Chong Money Market  |Available-for-sale financial assets - - - - - 20,643 280,000 - - - - 20,643 280,000

current t

Taishin Lucky Money Market Available-for-sale financial assets - - - - - 16,931 180,000 16,931 180,157 180,000 157 - -
current

Yuanta Duo Fu Eq Auvailable-for-sale financial assets - - - 4,387 180,000 - - 4,387 181,640 180,000 1,640 - -
current

(Continued)
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Acquiring or . Beginning Balance Acquisition Disposal Ending Balance
Selling Company Marketable Securities Financial Statement Account Counter-party NatL_Jre Of. Gain (Loss) on
Name Type and Name Relationship Shares/Units Amount Shares/Units Amount Shares/Units Amount Carrying Value Disposal Shares/Units Amount

Yuanta Duo Duo Eq Available-for-sale financial assets - - - - $ 9,704 $ 180,000 9,704 $ 196,787 180,000 $ 16,787 - $ -
current

Yuanta Mainstream Eq Auvailable-for-sale financial assets - - - - 10,423 180,000 10,423 201,262 180,000 21,262 - -
current

Yuanta Buffet Eq Auvailable-for-sale financial assets - - - - 10,387 180,000 10,387 212,510 180,000 32,510 - -
current

Note: The amount included the revaluation gain (loss) on financial assets.
(Concluded)
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TABLE 3

TAIWAN FERTILIZER CO., LTD.

TOTAL PURCHASE FROM OR SALE TO RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
YEAR ENDED DECEMBER 31, 2010
(In Thousands of New Taiwan Dollars)

Notes/Accounts Payable or

Transaction Details Abnormal Transaction Receivable Note
Company Name Related Party Nature of Relationship
Purchase Amount % to Payment Terms Unit Price Payment Terms Ending Balance % to
(Sale) Total Total
Taiwan Fertilizer Co., |Al-Jabail Fertilizer An investee accounted for by |Purchase $ 2,469,977 22 |Same as those for the third |The price is Telegraphic Transfer $ (139,516) (27%) -
Ltd. Company the equity method parties determined every

quarter end on the
basis the market
price of urea from
the Persian Gulf
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TAIWAN FERTILIZER CO., LTD.

NAMES, LOCATIONS, AND OTHER INFORMATION OF INVESTEES ON WHICH THE COMPANY EXERCISES SIGNIFICANT INFLUENCE

YEAR ENDED DECEMBER 31, 2010

(In Thousands of New Taiwan Dollars)

TABLE 4

Investor

Investee

Location

Main Businesses and Products

Investment Amount

Balance as of December 31, 2010

December 31, | December 31,
2010 2009

Shares
(Thousands)

Percentage of
Ownership

Carrying Value

Net (Loss)
Income of the
Investee

Investment
(Loss) Income

Note

Taiwan Fertilizer Co., Ltd.

Al-Jubail Fertilizer Company

Taifer Chemicals International

Inc.

Taiwan Yes Deep Ocean Water

Co., Ltd.

Kingdom of Saudi
Arabia

Taiwan

Taiwan

Manufacture of urea, 2-EH (2-ethyl
hexanol), and DOP (dioctyl
phthalate).

International trade; wholesale of
fertilizer, tobacco, liquor, beverage,
forage, machinery, electrical
equipment, etc.; development,
operation and management of
residential buildings and factory

buildings; special zone development;

investment in and construction of
public works, development of new
towns and districts, agent services
on regional district requisition, land
adjustment; and real estate rental or
leasing.

Wholesale of drinks, food and grocery

and other articles for daily use,
tobacco and liguor, glass and
pottery, hygiene products, fertilizers
and other chemical products, and
cosmetics and international trade.

$ 3,050,000 $ 3,050,000

101,300 101,300

475,000 325,000

6,715

3,000

40,000

50

100

50

$ 8,869,401

69,563

206,882

$ 6,354,310

961

(188,878)

$ 1,264,748

961

(94,439)
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