Chang Hwa Commercial Bank, Ltd.

Financial Statements for the
Years Ended December 31, 2019 and 2018 and
Independent Auditors’ Report



- oD =
Deloitte S=mIE

11073 &itAEEEMTER 100952018

Deloitte & Touche

20F, Taipei Nan Shan Plaza

No. 100, Songren Rd.,

Xinyi Dist.,, Taipei 11073, Taiwan

Tel :+886 (2) 2725-9988
Fax:+886 (2) 4051-6888
www.deloitte.com.tw

INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders
Chang Hwa Commercial Bank, Ltd.

Opinion

We have audited the accompanying financial statements of Chang Hwa Commercial Bank, Ltd.
(the “Bank”), which comprise the balance sheets as of December 31, 2019 and 2018, and the
statements of comprehensive income, changes in equity and cash flows for the years then ended,
and the notes to the financial statements, including a summary of significant accounting policies
(collectively referred to as the “financial statements™).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Bank as of December 31, 2019 and 2018, and its financial performance
and its cash flows for the years then ended in accordance with the Regulations Governing the
Preparation of Financial Reports by Public Banks and Regulations Governing the Preparation of
Financial Reports by Securities Firms.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation
of Financial Statements by Certified Public Accountants and auditing standards generally accepted
in the Republic of China. Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Bank in accordance with The Norm of Professional Ethics for Certified Public
Accountant of the Republic of China, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements for the year ended December 31, 2019. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.



The following is the descriptions for the key audit matters in the audit of the financial statements of
the Bank for the year ended December 31, 20109.

Impairment Assessment of Loans

Loans are the most important assets of the Bank. As of December 31, 2019, the balance of the
Bank’s loans totaled $1,412,641,860 thousand, accounting for 66% of the Bank’s total assets. The
Bank assessed the impairment on loans in accordance with IFRS 9 and with relevant regulations in
recognizing allowance for loans. As the assessment of the impairment on the aforementioned assets
involves the management’s critical judgments, estimations and assumptions, we considered the
impairment assessment on loans as a key audit matter. Refer to Notes 4, 5 and 12 to the Bank’s
financial statements for related information.

Our main audit procedures performed in response to the key audit matter described above were as
follows:

When assessing the appropriateness of the impairment on loans, we understood and tested the
internal controls relevant to the lending process and assessment of loan impairment. We tested
whether the expected credit loss was calculated by loans grouped by borrowers and credit risk
characteristics. We further verified whether the parameters utilized in the impairment loss model
(including probability of default adjusted for forward looking factors, loss given default, and
exposure at default) reflects the actual situation, and recalculated the impairment loss on loans,
examined the classification of loan credit assets, and assessed the loan provisions in compliance
with relevant regulations.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the Regulations Governing the Preparation of Financial Reports by Public Banks
and Regulations Governing the Preparation of Financial Reports by Securities Firms, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Bank or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance, including the audit committee, are responsible for overseeing the
Bank’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with auditing standards generally accepted in the Republic of
China will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial
statements.



As part of an audit in accordance with auditing standards generally accepted in the Republic of
China, we exercise professional judgment and maintain professional skepticism throughout the
audit. We also:

1.

Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Bank's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Bank’s ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditors’ report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or conditions
may cause the Bank to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Obtain sufficient and appropriate audit evidence regarding the financial information of entities
or business activities within the Bank to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the Bank audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.



From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements for the year ended December
31, 2019 and are therefore the key audit matters. We describe these matters in our auditors’ report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Shih Tsung
Wu and Tung Feng Lee.

Deloitte & Touche
Taipei, Taiwan
Republic of China

February 25, 2020

Notice to Readers

The accompanying financial statements are intended only to present the financial position,
financial performance 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 applied in the
Republic of China.

For the convenience of readers, the independent 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
independent auditors’ report and financial statements shall prevail.



CHANG HWA COMMERCIAL BANK, LTD.

BALANCE SHEETS
DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

ASSETS

Cash and cash equivalents (Notes 4, 6 and 36)

Due from the Central Bank and call loans to banks (Notes 4, 6 and 36)
Financial assets at fair value through profit or loss (Notes 4, 7, 34 and 37)

Financial assets at fair value through other comprehensive income (Notes 4, 8 and 34)

Financial assets for hedging (Notes 4 and 13)

Investments in debt instruments at amortized cost (Notes 4, 5, 9, 34 and 37)

Receivables, net (Notes 4, 11 and 12)

Current tax assets (Notes 4 and 31)

Discounts and loans, net (Notes 4, 5, 12, 35 and 36)
Investments measured by equity method, net (Notes 4 and 15)
Other financial assets, net (Notes 4, 14 and 37)
Property and equipment, net (Notes 4 and 16)
Right-of-use assets, net (Notes 4 and 17)
Investment properties, net (Notes 4 and 18)
Intangible assets, net (Notes 4 and 19)

Deferred tax assets (Notes 4 and 31)

Other assets, net (Notes 20 and 37)

TOTAL

LIABILITIES AND EQUITY
Deposits from the Central Bank and banks (Notes 4, 21 and 36)
Financial liabilities at fair value through profit or loss (Notes 4 and 7)
Securities sold under repurchase agreements (Note 4)
Payables (Notes 4, 22 and 29)
Current tax liabilities (Notes 4 and 31)
Deposits and remittances (Notes 4, 23 and 36)
Bank notes payable (Notes 4, 24 and 34)
Other financial liabilities (Notes 4 and 25)
Reserve for liabilities (Notes 4, 5 and 27)
Lease liabilities (Notes 4 and 17)
Deferred tax liabilities (Notes 4 and 31)
Other liabilities (Notes 4, 16 and 26)
Total liabilities
EQUITY (Notes 4, 29 and 31)
Capital stock
Common stock
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Other equity
Total equity

TOTAL

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

2019 2018
Amount % Amount %
$ 31,849,140 1 $ 50,278,750 2
161,472,256 8 196,829,214 10
11,483,389 1 10,917,490 1
111,610,083 5 90,390,520 4
247,375 - 244,763 -
276,058,976 13 268,059,805 13
22,979,066 1 28,984,785 1
207,398 - 289,771 -
1,412,641,860 66 1,320,077,226 64
13,087,475 1 12,536,866 1
44,428,881 2 51,821,709 2
19,995,240 1 20,200,024 1
1,601,174 - - -
13,872,790 1 13,742,376 1
645,360 - 714,842 -
3,197,348 - 3,001,405 -
1,051,475 - 990,474 -
$ 2,126,429,286 _100 $ 2,069,080,020 _100
$ 102,187,587 5 $ 110,858,179 5
4,247,279 - 11,047,488 1
1,547,291 - 5,285,890 -
21,676,201 1 35,699,603 2
465,752 - 218,866 -
1,757,136,850 83 1,680,087,976 81
55,521,014 3 49,549,055 3
4,274,900 - 4,387,078 -
5,322,733 - 5,272,477 -
1,401,162 - - -
7,892,389 - 7,350,045 -
2,518,933 - 2,761,732 -
1,964,192,091 92 1,912,518,389 92
99,853,111 5 97,895,207 5
34,832,629 2 31,038,668 1
12,204,648 1 12,141,416 1
11,458,160 - 12,091,349 1
3,888,647 - 3,394,991 -
162,237,195 8 156,561,631 8
$ 2,126,429,286 100 $ 2,069,080,020 100



CHANG HWA COMMERCIAL BANK, LTD.

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

INTEREST INCOME (Notes 4, 30
and 36)

INTEREST EXPENSE (Notes 30
and 36)

NET INCOME OF INTEREST

NET NON-INTEREST INCOME

(LOSS)

Net service fee income (Notes 4
and 30)

Gain (loss) on financial assets or
liabilities measured at fair value
through profit or loss (Notes 4, 7
and 30)

Realized gain (loss) on financial assets
at fair value through other
comprehensive income (Notes 4
and 30)

Gain (loss) arising from derecognition
of financial assets at amortized cost

Foreign exchange gain (loss) (Notes 4
and 34)

Share of profit (loss) of associates and
joint ventures accounted for using
equity method (Notes 4 and 15)

Net other non-interest income (loss)
(Note 13)

Net non-interest income
NET REVENUE AND GAINS
BAD DEBTS EXPENSE,
COMMITMENT AND GUARANTEE

LIABILITY PROVISION (Notes 4
and 12)

Percentage
Increase
2019 2018 (Decrease)
Amount % Amount % %
$ 38,189,030 121 $ 38,335,813 116 -
(16,118,024) (51) (15,210,271) (46) 6
22,071,006 70 23,125,542 70 (5)
4,615,049 15 4,862,338 15 (5)
1,836,773 6 2,711,956 8 (32)
1,352,667 4 781,888 2 73
- - (101,029) - 100
968,007 3 745,536 2 30
418,059 1 394,394 1 6
450,463 1 475471 2 5)
9,641,018 30 9,870,554 30 2
31,712,024 100 32,996,096 100 4)
(2,148,065) (D (2,213,028) (N 3
(Continued)



CHANG HWA COMMERCIAL BANK, LTD.

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

OPERATING EXPENSES
Employee benefit expenses (Notes 4
and 30)
Depreciation and amortization
expenses (Notes 4 and 30)
Other general and administrative
expenses

Total operating expenses
INCOME BEFORE INCOME TAX

INCOME TAX EXPENSE (Notes 4
and 31)

NET INCOME

OTHER COMPREHENSIVE INCOME
(LOSS)
Items that will not be reclassified to
profit or loss, net of tax:
Remeasurement of defined benefit
plans (Notes 4 and 28)

Revaluation gains (losses) on
investments in equity instruments
measured at fair value through
other comprehensive income

Changes in fair value of financial
liabilities attributable to changes
in credit risk of liability

Share of other comprehensive
income (loss) of subsidiaries,
associates and joint ventures
accounted for using the equity
method

Income tax related to items that will
not be reclassified to profit or loss
(Notes 4 and 31)

Percentage
Increase
2019 2018 (Decrease)
Amount % Amount % %
$ (10,641,484) (33) $(10,731,285) (33) (D)
(1,394,368) (@) (714,083) 2 95
(4,015,631) (13) (4,631,166) (14) (13)
(16,051,483) (50) (16,076,534) (49) -
13,512,476 43 14,706,534 44 (8)
(1,940,694) (6) (2,059,999) (6) (6)
11,571,782 37 12,646,535 38 (8)
(157,063) - (317,259) 1) (50)
1,620,760 5 (237,132) - 783
(818) - 900 - (291)
8,630 - - - -
31,412 - 63,452 - (50)
(Continued)



CHANG HWA COMMERCIAL BANK, LTD.

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

Percentage
Increase
2019 2018 (Decrease)
Amount % Amount % %
Items that will be reclassified to profit
or loss, net of tax:
Exchange differences on translation
(Note 4) $ (1,185,701) 4 $ 657,497 2 (280)

Share of other comprehensive

income (loss) of subsidiaries,

associates and joint ventures

accounted for using the equity

method 24,041 - 7,338 - 228
Revaluation gains (losses) on

investments in debt instruments

measured at fair value through

other comprehensive income 14,443 - (55,506) - 126
(Impairment loss) reversal of

impairment loss on investments in

debt instruments measured at fair

value through other

comprehensive income (108,202) - (26,948) - 302
Income tax related to items that will
be reclassified to profit or loss
(Notes 4 and 31) 121,573 - 17,192 - 607
Other comprehensive income, net
of tax 369,075 1 109,534 1 237
TOTAL COMPREHENSIVE INCOME $ 11,940,857 38 $ 12,756,069 _39 (6)
EARNINGS PER SHARE (Note 32)
Basic $ 1.16 $ 127 9
Diluted $ 115 $ 1.26 9)
The accompanying notes are an integral part of the financial statements. (Concluded)



CHANG HWA COMMERCIAL BANK, LTD.

STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars, Except Shares of Capital Stock)

BALANCE, JANUARY 1, 2018
Effect of retrospective application
BALANCE, JANUARY 1, 2018 AS RESTATED
Appropriation of 2017 earnings
Legal reserve appropriated
Special reserve appropriated
Cash dividends
Stock dividends
Net profit for the year ended December 31, 2018

Other comprehensive income (loss) for the year ended
December 31, 2018, net of tax

Total comprehensive income (loss) for the year ended
December 31, 2018

Disposal of investments in equity instruments designated at fair
value through other comprehensive income

BALANCE, DECEMBER 31, 2018
Appropriation of 2018 earnings

Legal reserve appropriated

Special reserve appropriated

Cash dividends

Stock dividends
Net profit for the year ended December 31, 2019

Other comprehensive income (loss) for the year ended
December 31, 2019, net of tax

Total comprehensive income (loss) for the year ended
December 31, 2019

Disposal of investments in equity instruments designated at fair
value through other comprehensive income

BALANCE, DECEMBER 31, 2019

Equity Attributable to Owners of the Bank

Other Equity

Exchange
Differences on
Translation of

Unrealized Gains

Capital Stock Retained Earnings Foreign (Losses) on
Common Stock Unappropriated Financial Available-for-sale
(In Thousands) Amount Legal Reserve Special Reserve Earnings Statements Financial Assets

9,413,001 $ 94,130,007 $ 27,410,736 $ 12,080,950 $ 11,779,842 $ (1,251,858) $ 797,969
- - - - (347,750) - (797,969)
9,413,001 94,130,007 27,410,736 12,080,950 11,432,092 (1,251,858) -
- - 3,627,932 - (3,627,932) - -

- - - 60,466 (60,466) - -

- - - - (4,235,850) - -

376,520 3,765,200 - - (3,765,200) - -

- - - - 12,646,535 - -

- - - - (253,807) 637,065 -

- - - - 12,392,728 637,065 -

- - - - (44,023) - -
9,789,521 97,895,207 31,038,668 12,141,416 12,091,349 (614,793) -
- - 3,793,961 - (3,793,961) - -

- - - 63,232 (63,232) - -

- - - - (6,265,293) - -

195,790 1,957,904 - - (1,957,904) - -

- - - - 11,571,782 - -

- - - - (125,651) (1,027,810) -

- - - - 11,446,131 (1,027,810) -

- - - - 1,070 - -
9,985,311 $ 99,853,111 $ 34,832,629 $ 12,204,648 $ 11,458,160 $ (1,642,603) $ -

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

Unrealized Gains

(Losses) on

Financial Assets

Change in Fair

Value of Financial

Measured at Fair Liability
Value Through Attributable to
Other Change in
Comprehensive Credit Risk of
Income Liability
$ - $ (82)
4,239,567 -
4,239,567 (82)
(274,624) 900
(274,624) 900
44,023 -
4,008,966 818
1523354 _ (819)
1523354 _ (819)
(1,070) -
$ 5,531,250 $ -

Total Equity
$ 144,947,564
3,093,848

148,041,412

(4,235,850)
12,646,535
109,534

12,756,069

156,561,631

(6,265,293)
11,571,782
369,075

11,940,857

$ 162,237,195



CHANG HWA COMMERCIAL BANK, LTD.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income before income tax
Non-cash (income and gains) or expenses and losses
Expected credit loss recognized on trade receivables
Depreciation expense
Amortization expense
Share of profit (loss) of subsidiaries for using equity method
Interest income
Dividend income
Interest expense
Net gain on financial assets or liabilities at fair value through profit
or loss
Gain on disposal of investments
Unrealized foreign exchange (gains) losses
Other adjustments
Changes in operating assets and liabilities
Decrease (increase) in due from the Central Bank
Decrease in financial assets at fair value through profit or loss
Decrease (increase) in receivables
(Increase) decrease in discounts and loans
Increase in financial assets at fair value through other
comprehensive income
Increase in investments in debt instruments at amortized cost
Decrease (increase) in other financial assets
Increase in other assets
(Decrease) increase in deposits from the Central Bank and banks
Increase in deposits and remittances
(Decrease) increase in payables
Increase (decrease) in financial liabilities at fair value through profit
or loss
Decrease in reserve for liabilities
(Decrease) Increase in other financial liabilities
(Decrease) increase in other liabilities
Cash flows used in operations
Interest received
Dividends received
Interest paid
Income taxes paid

Net cash flows (used in) generated from operating activities

-10 -

2019 2018
$ 13512476 $ 14,706,534
2,148,065 2,213,028
1,185,464 512,577
208,904 201,506
(418,059) (394,394)
(38,189,030) (38,335,813)
(523,627) (464,340)
16,118,024 15,210,271
(72,939) (3,505,054)
(831,510) (324,537)
(1,763,834) 793,098
224,708 (5,694)
4,882,909 (1,542,799)
52,006 1,206,800
5,535,746 (3,893,701)
(94,712,733) 38,228,187
(18,861,052) (14,418,844)
(8,009,682) (21,311,579)
7,392,828 (24,805,955)
(263,436) (25,953)
(26,378,048) 1,148,580
77,048,874 16,530,545
(14,014,519) 478,135
2,337,430 (2,133,537)
(250,624) (233,785)
(111,522) 724,478
(229,336) 143,773
(73,982,517) (19,298,473)
38,811,954 37,023,453
523,627 464,340
(16,099,320) (14,617,359)
(1,194,421) (2,428,163)
(51,940,677) 1,143,798

(Continued)



CHANG HWA COMMERCIAL BANK, LTD.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

2019 2018
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of investment accounted for using the equity method (600,000) $ (11,235,849)
Acquisition of property and equipment (441,322) (492,646)
Proceeds from disposal of property and equipment 170 1,061
Acquisition of intangible assets (137,032) (347,039)
Acquisition of right-of-use assets (424,879) -
Acquisition of investment properties (1,203) (1,281)
Net cash flows used in investing activities (1,604,266) (12,075,754)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in due to the Central Bank and banks 17,707,456 10,973,906
Proceeds from issuing bank notes 5,960,000 10,000,000
Repayments of bank notes (7,991,100) (2,200,000)
(Decrease) increase in securities sold under repurchase agreement (3,738,599) 2,167,354
Repayments of the principal portion of lease liabilities (349,851) -
Cash dividends paid (6,265,293) (4,235,850)
Net cash flows generated from financing activities 5,322,613 16,705,410
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS (681,329) 1,207,986
NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS (48,903,659) 6,981,440
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 179,799,698 172,818,258
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 130,896,039  $ 179,799,698
December 31
2019 2018
Reconciliation of cash and cash equivalents
Cash and cash equivalents in the balance sheets $ 31,849,140 $ 50,278,750
Call loans to banks qualifying for cash and cash equivalents under the
definition of IAS 7 99,046,899 129,520,948
Cash and cash equivalents at end of year $ 130,896,039  $ 179,799,698

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

-11 -

(Concluded)



CHANG HWA COMMERCIAL BANK, LTD.

NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. ORGANIZATION AND BUSINESS SCOPE

Chang Hwa Commercial Bank, Ltd. (the “Bank™) was incorporated under Banking Law, Securities and
Exchange Law and Taiwan Company Law on March 1, 1947 and got license from the Ministry of
Economic Affairs in July 1950. Since February 1962 the Bank’s stocks have been listed and traded on the
Taiwan Stock Exchange (TWSE).

The Bank mainly engages in the following business:

Po0 o

All commercial banking operations allowed by the Banking Law;

Trust operations;

International banking operations;

Overseas branch operations authorized by the respective foreign governments; and
Other operations authorized by the central authority.

The financial statements are presented in the Bank’s functional currency, the New Taiwan dollar.

2. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Bank’s board of directors on February 25, 2020.

3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS

a.

Initial application of the amendments to the Regulations Governing the Preparation of Financial Reports
by Securities Issuers and the International Financial Reporting Standards (IFRS), International
Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC)
(collectively, the “IFRSs”) endorsed and issued into effect by the FSC

Except for the following, the initial application of the amendments to the Regulations Governing the
Preparation of Financial Reports by Securities Issuers and the IFRSs endorsed and issued into effect by
the FSC did not have any material impact on the Bank’s accounting policies.

o JFRS 16 “Leases”
IFRS 16 provides a comprehensive model for the identification of lease arrangements and their
treatment in the financial statements of both lessee and lessor. It supersedes IAS 17 “Leases”,

IFRIC 4 “Determining whether an Arrangement contains a Lease”, and a number of related
interpretations. Refer to Note 4 for information relating to the relevant accounting policies.

-12 -



Definition of a lease

The Bank elects to apply the guidance of IFRS 16 in determining whether contracts are, or contain,
a lease only to contracts entered into (or changed) on or after January 1, 2019. Contracts identified
as containing a lease under IAS 17 and IFRIC 4 are not reassessed and are accounted for in
accordance with the transitional provisions under IFRS 16.

The Bank as lessee

The Bank recognizes right-of-use assets and lease liabilities for all leases on the balance sheets
except for those whose payments under low-value asset and short-term leases are recognized as
expenses on a straight-line basis. On the statement of comprehensive income, the Bank presents the
depreciation expense charged on right-of-use assets separately from the interest expense accrued on
lease liabilities; interest is computed using the effective interest method. On the statement of cash
flows, cash payments for the principal portion of lease liabilities are reported under financing
activities; cash payments for the interest portion are reported under operating activities. Prior to the
application of IFRS 16, payments under operating lease contracts, including property interest
qualified as investment properties, were recognized as expenses on a straight-line basis. Cash flows
for operating leases were reported under operating activities on the statements of cash flows. Leased
assets and finance lease payables were recognized on the balance sheets for contracts classified as
finance leases.

The Bank elected to apply IFRS 16 retrospectively with the cumulative effect of the initial
application of this standard recognized in retained earnings on January 1, 2019. Comparative
information was not restated.

The Bank also applies the following practical expedients:

1) The Bank applies a single discount rate to a portfolio of leases with reasonably similar
characteristics to measure lease liabilities.

2) The Bank accounts for those leases for which the lease term ends on or before December 31,
2019 as short-term leases.

3) The Bank excludes initial direct costs from the measurement of right-of-use assets on January 1,
2019.

4) The Bank uses hindsight, such as in determining lease terms, to measure lease liabilities.
For leases previously classified as finance leases under 1AS 17, the carrying amounts of right-of-use
assets and lease liabilities on January 1, 2019 are determined as at the carrying amounts of the

respective leased assets and finance lease payables on December 31, 2018.

The Bank as lessor

The Bank will not make any adjustments for leases in which it is a lessor and will account for those
leases with the application of IFRS 16 starting from January 1, 2019.

-13-



Anticipated impact on assets, liabilities and equity

Adjustments

As Originally Arising from
Stated on Initial Restated on

January 1, 2019 Application January 1, 2019

Prepayments for leases $ 201,486 $ (175172) $ 26,314
Lease assets, net 760 (760) -
Right-of-use assets, net - 1,985,748 1,985,748
Total effect on assets $ 202,246 $ 1,809,816 $ 2,012,062
Lease liabilities - non-current $ - $ 1,751,013 $ 1,751,013
Finance lease payables - non-current 656 (656) -
Reserve for liabilities - non-current - 59,459 59,459
Total effect on liabilities $ 656 $ 1,809,816 $ 1,810,472

b. The IFRSs endorsed by the Financial Supervisory Commission (FSC) for application starting from 2020

Effective Date

New IFRSs Announced by IASB

Amendments to IFRS 3 “Definition of a Business” January 1, 2020 (Note 1)
Amendments to IFRS 9, IAS 39 and IFRS 7 “Interest Rate Benchmark January 1, 2020 (Note 2)
Reform”
Amendments to IAS 1 and TAS 8 “Definition of Material” January 1, 2020 (Note 3)
Note 1: The Bank shall apply these amendments to business combinations for which the acquisition
date is on or after the beginning of the first annual reporting period beginning on or after
January 1, 2020 and to asset acquisitions that occur on or after the beginning of that period.

Note 2: The Bank shall apply these amendments retrospectively for annual reporting periods
beginning on or after January 1, 2020.

Note 3: The Bank shall apply these amendments prospectively for annual reporting periods beginning
on or after January 1, 2020.

e Amendments to IFRS 9, IAS 39 and IFRS 7 “Interest Rate Benchmark Reform”

The amendments deal with issues affecting financial reporting in the period before the replacement
of an existing interest rate benchmark (such as the London Interbank Offered Rate or LIBOR) with
an alternative interest rate, and provide temporary exceptions to all hedging relationships that are
directly affected by the interest rate benchmark reform. The Bank would apply those hedge
accounting requirements assuming that the interest rate benchmark on which the hedged cash flows
and cash flows from the hedging instrument are based will not be altered as a result of interest rate
benchmark reform. The amendments also require additional disclosures about the extent to which
the entity’s hedging relationships are affected by the amendments.

As of the date the financial statements were authorized for issue, the Bank is continuously assessing the
possible impact that the application of other standards and interpretations will have on the Bank’s
financial position and financial performance, and will disclose the relevant impact when the assessment
is completed.

-14 -



c. New IFRSs in issue but not yet endorsed and issued into effect by the FSC

Effective Date
New IFRSs Announced by IASB (Note)

Amendments to IFRS 10 and TIAS 28 “Sale or Contribution of Assets ~ To be determined by IASB
between an Investor and its Associate or Joint Venture”

IFRS 17 “Insurance Contracts” January 1, 2021

Amendments to IAS 1 “Classification of Liabilities as Current or January 1, 2022
Non-current”

Note: Unless stated otherwise, the above New IFRSs are effective for annual reporting periods
beginning on or after their respective effective dates.

As of the date the financial statements were authorized for issue, the Bank is continuously assessing the
possible impact that the application of other standards and interpretations will have on the Bank’s
financial position and financial performance and will disclose the relevant impact when the assessment
is completed.
4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Statement of Compliance
The financial statements have been prepared in accordance with the Regulations Governing the Preparation
of Financial Reports by Public Banks and Regulations Governing the Preparation of Financial Reports by
Securities Firms.
Basis of Preparation
The financial statements have been prepared on the historical cost basis except for financial instruments
which are measured at fair values, and net defined benefit liabilities which are measured at the present
value of the defined benefit obligation less the fair value of plan assets.
The fair value measurements, which are grouped 