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The Bank's Significant Events

CHB ANNUAL REPORT

Justice, In-Jaw Lai, Ph.D., was invited by Chang Hwa Bank to give a
speech during the Bank's Annual Operations Meeting for 2004. 

Te-Hui Tsai, Ph.D., President of Central Police University, was invited by
Chang Hwa Bank to give a speech during the Bank's Annual Operations
Meeting for 2004. 

Chairman Po-Shin Chang, center in first row, and President Mike
S. E. Chang, second from left in first row, jointly preside over the
bank's organization re-engineering press conference.

Da-an Branch appointed as "the pilot branch of organization re-engineer-
ing", Chairman Po-Shin Chang, seventh from right in first row, and ING
IGA Mr. Peter ven der Krogt, sixth from left in first row, jointly preside
over the reopening ceremony.

Chairman Po-Shin Chang, center, leading the Managing Directors
and Supervisor together with delegation of construction company,
preside over the IT Center construction work on the building ini-
tiation ceremony.

Chairman Po-Shin Chang, second from right in first row, and President
Mike S. E. Chang, second from left in second row, welcome the 9th Cross
Strait Financial Academy Forum participants, Bank of Communications
Managing Director of the Board Executive Vice President Li Jun, second
from left in first row, State Administration of Foreign Exchange, and
Ms. Cheng Xian Ping, first from right in first row.
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Letter to Shareholders

CHB ANNUAL REPORT

In 2003, the global economy was once hindered by the Iraq

war and SARS outbreak during the earlier months, but it turned

around soon after the tension of the war was eased and the medical

crisis was effectively controlled.  The global economy regained its

momentum while the strong rebound in the U.S. economy led to a

worldwide recovery.  Business environment around the world

turned optimistic and the international financial markets became

revitalized on the increasing consumers' confidence. 

The booming global economy was also bolstered by the

expansionary fiscal and monetary policies of most countries dur-

ing the second half of 2003.  In addition, the rebound was intensi-

fied by the rapid growth in the Asian regional economy.  In gener-

al, the global economy continued gaining impetus despite the

impact of the mad cow disease and avian flu during the few

months before the year-end. 

Similarly, Taiwan's economic growth once slowed down due

to the war and the SARS impact during the first half of 2003.

Consumer price index (CPI) slipped and the number of new

investments was far lower than expected.  The economic growth of

the first two quarters slowed to a mere 1.72%, but it soon recov-

ered during the second half of 2003 thanks to the weakened uncer-

tain factors as well as the government's economic stimulus poli-

cies.  Industrial output, exports and investments of the private sec-

tors all stayed on the upward tracks.  As the macro-economic data

of the Global Insight Inc. showed, the global economic growth for

2003 stood at 2.6%.  Meanwhile, it anticipated an annual econom-

ic growth of over 4% for Taiwan's economy in 2004.  All these

figures reinforced the trend of a global economic recovery.  

In 2003, the Bank entered into the second year of organization-

al re-engineering and replacement of IT systems.  Everyone in the

Bank worked very closely with ING Baring Institutional &

Government Advisory Services B.V. to undergo total re-engineer-

ing, and gradually completed numerous measures, including

implementation of new sales and marketing oriented organization-

al structure, successfully putting online of a foreign exchange

transaction system, undertaking successfully the first time ever in

Taiwan banking industry to raise the largest cash capital, writing

off the largest amount of bad debt in the country, establishing six

Commercial Regional Centers, opening a Pilot branch, Da-An VIP

Financial Management Center and commencing construction work

on the IT center building. 

This coming year will be the most critical year for the Bank's

re-engineering.  Major projects for the year include establishing

new information models using our new data mining techniques to

develop database marketing.  Meanwhile, the Bank will strengthen

Chairman of the Board: Po-Shin Chang 
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the execution of all its marketing strategies, reinforce its e-banking

services, and follow the RAROC (Risk Adjusted Return on

Capital) requirements under the Basel I and II principles to ensure

a stricter risk control mechanism.  The completion of the Data

Warehouse and AO Scan systems will help simplify the opera-

tional procedures of all the branches and Commercial Regional

Centers.  The Balanced Scorecard mechanism will be applied to

strengthen the Bank's financial management.  On Human Resource

side, the Bank adopted an individual "performance outcome" cen-

tered strategy, supported by performance bonus and "same pay for

same work" to complete the re-engineering of the human resource

policy and adequately support the need of business development.

The following are the major achievements in 2003 and the

business plans for 2004:  

A. MAJOR ACHIEVEMENTS IN 2003
1. Developed domestic and international Factoring, A/R

financing services and set up "accounts receivables spe-

cialist team", to expedite the promotion of the factoring

service.

2. Launched the "SME Loans" to help small and medium-

sized companies raise funds with eased credit require-

ments, a new project to expand the Bank's corporate

banking services.  

3. Launched the "Hong Bao Loan" to provide small unse-

cured loans to individual consumers urgently in need of

cash during the Chinese New Year holiday. 

4. Launched the Non-delivery Forward-USD vs. CNY

(RMB NDF) service. 

5. Completed phase-I of the "New Generation Computer

Systems Development plan", and launched new foreign

exchange transaction system that is now fully on line. 

6. Completed the e-Network program to raise efficiency and

back-up system of the Bank's online services. 

7. Set up Call Center to provide clients a channel with one-

stop timely and professional consulting services. 

8. Continued the Project C for cooperation with six corpo-

rations - Tatung, Inventec, Compeq, Primax, MiTAC, and

Sampo Technology to enhance the Bank's online cash

management, e-loan and authorization center services.

We are expanding this project to other corporate clients.

9. Upgraded the automated office equipment, enhanced the

e-Network monitoring, developed the barcode billing and

advertising capabilities as well as provided clients with

much higher value-added services. 

President: Mike S.E. Chang 
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10. Launched the All-in-One Counter Service terminal and

flexibly allocated the clerks so as to promote the efficien-

cy of each branch and Commercial Regional Center. 

11. Obtained the approvals from the Ministry of Finance

(MOF) to conduct cross-strait commercial loans and

Factoring business for the Bank's Offshore Banking

Branch (OBU) and branches in Tokyo, Hong Kong and

Singapore. 

12. Arranged "international business seminar" and "AO of

OBU business training program" to aggressively promote

OBU's businesses, and lift service quality as well. 

13. Provided 13 new insurance products such as the "Yang

Yang Happiness," "Lifetime Benefit," "ING Lady's Life

Insurance," "Golden Fortune," "Smooth 66," "Easy

Fund," "Genius Baby," "Credit Insurance," "Principal

Guaranteed Insurance," "Happy Benefit," "7-year Fortune

Insurance," "Health Passport," and the "Family Fund-

Protection Insurance" issued by the Zurich Life Inc.,

(Chang Hwa Bank won the right as the priority agent for

selling the insurance.)  The Bank also provided bankas-

surance programs of "Golfer Liability - 20% discount for

the employees of the clients," "Driver's Selection,"

"Rider's Selection," "All-time Insurance," "Value-added

Auto Insurance," and so on. 

14. In compliance with re-engineering of branch, separate

front-end and back office in operation, and make arrange-

ment of branch space, so as to reinforce the Bank's corpo-

rate identity (CI) and to strengthen its customer services,

and complete re-engineering of Da-an branch as the

model to follow. 

15. Provided the "Mini Business Venture Loans" to assist the

middle-aged and senior citizens in their start-up business-

es. 

16. Launched the "CHB Easy Loan" for particular groups of

consumers and the "Credit and House Mortgage Loans"

particularly tailored for the government employees and

teachers. 

17. Processed the payment of Self-assessed integrated

income tax payable by credit cards. 

18. Launched the service for clients to pay income tax with

their credit cards.

19. Issued the ROC government procurement card and

launched the bills collection services.

20. Obtained the approval of the Ministry of Finance (MOF)

for launching the "Real Estate Trust Services". 

CHB Taichung Main Office
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21. Launched the Non-Discretionary Trust Fund for invest-

ment in foreign securities for the Bank's OBU.

22. Gained six new mutual  funds such as the "United

Powerful Fund," and the "E. Sun Golden Fortune Fund"

to be deposited at the Bank's custodian accounts, a move

to promote the size of Bank's custodian assets. 

23. Introduced seven index-l inked bonds such as  the

"S&P500 index-linked bonds issued by the ABN AMRO"

and the "8-year high yield bonds issued by the United

Overseas Bank of Singapore", a move to help the Bank

generate more fee incomes.  

24. Completed the Bank's mutual fund online to facilitate and

to promote operation efficiency.  

B. BUDGET EXECUTION 
In 2003, the savings excluding the postal deposits totaled

NT$908,402,290,000, met 99.28% of the annual target while the

outstanding loans reached NT$708,325,096,000, met 92.21% of

the annual target.  Meanwhile, the annual foreign exchange trans-

actions and securities brokerage volume amounted to

US$74,321,185,000 and NT$112,004,790,000, exceeding their

annual targets by 16.17% and 32.22%, respectively. 

C. OPERATIONS AND PROFITABILITY IN
2003

1. Operating Revenue: NT$38,360,177,000

2. Operating Cost and Expenses: NT$41,365,644,000

3. Operating Losses: NT$-3,005,467,000

4. Non-operating Income: NT$6,707,369,000

5. Non-operating Expenses: NT$199,659,000

6. Pre-tax Profit: NT$3,502,243,000

7. Income Tax Expenses: NT$559,902,000

8. After-tax Profit: NT$2,942,341,000

9. Earnings per Share (EPS): NT$0.72

In 2003, the pre-tax profit totaled NT$3,502,243,000, reach-

ing 85.45% of the annual target. The ratio of the operating losses

over the annual revenue stood at -7.83% while the pre-tax-profit

took up 9.13% of the annual revenue or 5.53% of the Bank's equi-

ties.

D. RESEARCH AND DEVELOPMENT
To cope with intensified competition, internationalization and

liberalization of our financial sector of economy, the Bank contin-

ued strengthening its R&D capability for analyzing the govern-
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ment's policies, international and domestic economic situations,

industrial trends and their influences on the Bank's operations.

The R&D division also conducted various research projects on the

Bank's businesses, financial products and client structure so as to

help the Bank develop new diversified services and products to

meet the market demand.  It also publishes periodic publications

for the Bank's employees, clients and the public to keep them

informed with the Bank's operations, new products and services,

sales campaigns and the latest wealth management information.     

E. OPERATION PLANS FOR 2004
1. Operational Targets

1.1 Savings: NT$955,600,000,000

1.2 Loans: NT$780,000,000,000

1.3 Foreign exchanges: US$71,014,000,000

1.4 Securities brokerage: NT$100,812,000,000

1.5 Trust business (mutual funds): NT$38,500,000,000

1.6 Credit cards (transaction amount): NT$10,119,000,000

2. Operations and Strategies

2.1 To control risk with efficient, independent and

professional risk control mechanism

2.1.1 Country Risk: 

According to the changes of domestic and international

environment, we continue to update CHB's allocation

of country risk limits, and to formulate the "Report of

Country Risk Limit" and "Report of Country Risk

Limit Allocation".  Additionally, we collect at all times

related information of country risk ratings to serve as

reference for business need.

2.1.2 Counterparty Risk: 

We add the counterparty risk as a factor into the risk

assessment formula which is traditionally focused on

calculating the risks of individual financial products. 

2.1.3 Market Risk: 

We introduce a VaR (Value at Risk) assessment plat-

form so as to quantify the market risks of the changes

in interest rates, foreign exchange rate, equities and

other financial products.  The platform will be applied

to regularly checking the risk limit of different financial

products and services based on the Bank's risk appetite

and budget income.  

2.1.4 Credit Risk: 

(1) We develop automatic credit-monitoring systems and

other online credit rating and checking systems to
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help the Bank control the credit risks of both its cor-

porate and individual clients. 

(2) We strengthen the Bank's credit card risk control

mechanism to prevent credit card counterfeits and to

support the government's risk management surveys

and investigations. 

2.2 To enhance the Bank's assets quality control and

reduce NPL ratio

We take active measures for dealing with the

non-performing loans (NPL) and solving the debt

collection problem, negotiating with the clients for

earlier loan repayments schedules,  setting up a spe-

cial team to deal with the large NPL cases, searching

for foreign partner for running  an assets manage-

ment company (AMC) as a joint venture, entrusting

debt-collection service companies for collecting

credit card loans, arranging employee training pro-

grams for the Bank's debt-collection staff, and rais-

ing the funds as the provisions for writing off the bad

loans. 

2.3 To promote the Bank's overall performance by

strengthening the operations and marketing

strategies of the Commercial Regional Centers

(CRC) and restructuring the Bank's branches 

2.3.1 To implement the plans and suggestions stipulated

in the "Project for branch restructuring," "Reports

of  CRC operat ions," and the "Central izat ion

Strategy."

2.3.2 To work out separate supporting for the front-end

and back offices and profit-sharing systems so as to

provide divers i f ied service through "Market

Aggregation."

2.4 To implement the market segment and product

diversification strategies and create new market-

ing channels for pursuing maximized profits and

marketing efficiency 

2.4.1 To classify clients into different groups and provide

them with suitable products and services through

"Market Differentiation Strategy."

2.4.2 To reach for new profitable niches and their poten-

tial clients, compile survey reports to be used as the

Bank's internal reference, publish newsletters or

journals for public education, analyze the Bank's

database, develop a data-assessment system so as

to help the Bank explore new clients or business
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opportunities and achieve the goals of the Bank's

marketing strategies and sales campaigns.

2.4.3 To continue the Project C for developing the Bank's

e-banking business: to expand the scale of the

Bank's e-banking platform, find new niches of cus-

tomer base and strengthen the Bank's services in

assisting corporate clients from various industries

to well integrate into the supply chains. 

2.5 To serve clients with diversified products and

services and enhance the Bank's capability for

developing new products and services with high

profitability 

2.5.1 Corporate banking: 

To develop the "scheduled account payable remittance"

and "Corporate Card Loan" business, and repackage the

Bank's "Easy Loans" for SME, solely-owned entities

and chain stores to expand the Bank's clientele and mar-

ket share.

2.5.2 Consumer banking: 

To offer the financial products combining the mortgage

and assets management services (such as the mortgage

rate adjustable loans) and the individual revolving loans

so as to explore the potential clients with asset manage-

ment demands. 

2.5.3 Card business: 

(1) To launch the credit card's revolving loan repayment

services, cash advance by phone, and zero-interest

installment business. 

(2) To promote the COMBO card which combines the

functions of IC ATM card, credit card and value-

added card into one, providing clients with more con-

venient services.

(3) To continue the programs of bonus-accumulation,

prizes as feedback and lucky draws for the credit card

holders as the means to encourage their loyalty to the

Bank. 

2.5.4 Deposit business:

(1) To launch the All-in-One savings accounts that incor-

porate multi-currency deposits, loan repayment and

assets management services into one. 

(2) To launch the e-check business, bill settlement, auto-

matic media payment and money transfer services. 

2.5.5 Trust banking:

(1) To strive as the custodian bank of newly-launched

mutual funds and promote the sales of the mutual
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funds. 

(2) To launch new trust services:

-- the trust for individual clients such as the trust for

pension and child-raising funds.

-- the trust for real estate properties such as the prop-

erties under management, the properties for sales,

and the properties to be developed.

-- other trust services such as the All-in-One assets man-

agement accounts.

2.5.6 International business: 

(1) To set up the pricing polices for the Bank's interna-

tional businesses and the marketing policies for for-

eign currency s t ructured products  such as  the

Structured Deposits, Options, Non-Delivery Forward-

USD vs. CNY and other financial derivatives.

(2) To generate fee income services through providing

full services for the international Factoring and, if

necessary, to have foreign strategic partners for con-

trolling the risks associated with such businesses. 

(3) To provide value-added export-import related prod-

ucts such as overseas credit investigation and the

risk-hedged financial products.  

2.5.7 Foreign exchange and treasury: 

(1) To establish the Treasury Marketing Unit (TMU) so

as to provide clients with various structured financial

products and assets management consulting services,

and thus enhance the Bank's cash management serv-

ices. 

(2) To enhance money transfer and market research capa-

bility to support the Bank's flexible wealth manage-

ment services and by taking the initiative to provide

clients with suggestions on how to achieve higher

efficiency in cash management in the changing mar-

kets. 

2.6 To construct  a  healthy f inancial  structure,

strengthen financial management, conduct  per-

formance analysis and monitor execution of the

budgets so as to pursue higher efficiency of the

Bank's operations

2.6.1 To follow the new budget review and execution

process so as to assure each budget item is fully

executed as well as the appropriation and execution

of each budget is well monitored.

2.6.2 To establish a new accounting structure and com-

prehensive information system to assure accurate
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performance assessment and effective support to

the Bank's business strategies. 

2.6.3 To implement the new pricing formula for internal

fund transfer so as to assure accurate assessment of

the products and profitability and performance of

each division while strengthening the profit and

cost analysis and centralizing management of the

interest rate risks involved. 

2.6.4 To develop a modern product-pricing mechanism

and model so as to assure the profitability of each

product is high enough to cover its funding cost,

returns on capital, operating expenses, reserve for

risk control, credits spread, and profit margins. 

2.6.5 To build a comprehensive risk control mechanism

covering the Bank's overall operations and assess

the sensitivity analysis caused by interest rate fluc-

tuations on the bank's interest income. 

2.6.6 To develop a quantitative analysis so as to promote

the profit assessment and marketing strategies of

the international businesses. 

2.7 To develop a performance-oriented employee

appraisal system, fully utilize the Bank's human

resources and provide on-job training programs

2.7.1 To develop a  comprehensive employee Job

Evaluation which clearly defines the title, position,

level of the position, salary, and responsibilities of

each employee.  The Bank also adopts a market

survey of payroll system and set up salary policy so

as to link with the labor market. 

2.7.2 To develop the talent recruitment procedure, raise

the overall efficiency of the Bank's working staff,

develop special retention and promotion projects

for the well-performing employees, and arrange

special training programs for the managers with

potential to become senior executives of the Bank.  

2.7.3 To implement a human resource management sys-

tem that incorporate:

(1) Automated operations to save both the time and

human power. 

(2) Streamlined operational procedure to have the super-

visors of different levels be full responsible for moni-

toring the employees directly under their manage-

ment.  

(3) Computerized strategy analysis system to assure the

Bank's current operations be in fully compliance with
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the Bank's best practice so as to raise the Bank's effi-

ciency in pursuing maximized profits and long-term

interest. 

2.7.4 To implement employee performance assessment

measures and create effective communication chan-

nels for employees to express their opinions and

complaints so as to assure accurate evaluation of

employee performance under the Bank's require-

ments. The Bank will also help employees work

out their career plans and create sufficient promo-

tion opportunities and flexibly manage its human

resources to strengthen the Bank's overall competi-

tiveness. 

2.7.5 To build the Bank's core competencies and work

out employee training manuals as the guidelines for

on-job training of different positions to enhance

employee capabilities, working efficiency, profes-

sional expertise, management talents, and other

job-related skills required for executing their duties

under the targets of the Bank.

2.8 To reduce operational costs with the establishment

of efficient information management system, mod-

ern IT technology and office automation program  

2.8.1 Security of the server and other IT equipment 

(1) To continue upgrading the Bank's information tech-

nology system with the new-generation computers

and make it connected to the computer systems of the

Bank's overseas branches so as to help accelerate the

integration of the Bank's overseas business network

and raise the Bank's service quality as well as its

overall competitiveness. 

(2) To strengthen the security of the Bank's information

operation system, enhance the control of information

technology risks and set up the remote-site back-up

system to assure normal operations of the Bank in

case of serious disasters. 

2.8.2 Office automation

To  con t inue  p romot ing  the  func t ions  o f  t he

Bank's management information system (MIS),

Web site, report management & document scan-

ning system and to conduct more research on

in fo rma t ion  sys t em ana lys i s  to  improve  the

Bank's business management and operational effi-

ciency with reduced costs. 

2.8.3 Online operations
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(1) To develop the "Integrated e-Loan informa-

tion system" and an e-check operational

platform in connection with the computer

systems of the Central Bank of China and

the Taiwan Clearing House so as to raise

the efficiency of the Bank's online busi-

nesses and expand the Bank's e-commerce

services.  

(2) To develop e-shopping, mobile shopping as

well as online mutual fund marketing on

the Bank's Web site. 

(3) To launch e-Learning for reducing the costs

for employee training and apply the e-con-

ference facilities and satellite technologies

to enhance communications among the

staff workers at different working loca-

tions.  

2.8.4 To raise the competitiveness and reduce

operational costs of each branch with

efficient information management and

application as follows: 

(1) Enhancing the facilities at the Call Center,

All-in-One counter service network and

integrating the terminal facilities at each

branch. 

(2) Strengthening the ATM services and the

barcode billing and advertising functions.

(3) Centralizing the business management pro-

cedure for the Bank's overall operations.

2.9 To increase fee income and commissions

service through cooperation with other

strategic partners 

2.9.1 To develop strategic alliances with secu-

rities investment trust companies as a

means to have more fund managers to

initiate securities trading at the Bank's

securities brokerage house so as to raise

the fee income of the Bank's service. 

2.9.2 To cooperate with insurance companies

for launching new financial products and promote

the sales of the Bank's life insurances and long-

term insurances sales so as to assure steady fee

income and commissions for the future. 

2.9.3 To streamline the procedures for "cash, delivery

and information flow" with strategic partners.  For

example, "Financial security solution system" will

be introduced to help clients analyze the deficien-

cies in their current financial plans and provide

them with comprehensive financial solutions - the

so-called marketing backed by consulting services. 

2.10 To develop a sound internal control system to

assure the establishment of best practice for cor-

porate governance and compliance

2.10.1 In compliance with the operations of re-engi-

neered organization and Commercial Regional

Centers, the Bank enhances supervision "internal

audit" of divisions and branches to prevent any

violation against the law. 

2.10.2 To follow the best practices of corporate gover-

nance issued by government authorities. 

2.10.3 To strengthen the financial regulations and profes-

sional ethics training for the employees, to make

the internal control system clear to every employ-

ee and to create effective channels for legal con-

sulting and coordination services so as to have the

Bank's practices strictly follow the government

authorities guidance. 

Established in 1905, the Bank will be celebrating its centennial

anniversary in 2005 and we are committed to "Embracing the new

century and continuously generating excellent performance".  We

hope that we will successfully complete our business operation

reforms by the centennial anniversary celebrations and become a

bank with international standards, rewarding our shareholders,

who have supported us steadfastly through the years, with out-

standing results.  We sincerely thank our shareholders, valued cus-

tomers, and distinguished members of our community for their

continued support and encouragement.
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Po-Shin Chang

Chairman of the Board

Mike S.E. Chang

President

Chairman Po-Shin Chang, right, and President Mike S. E. Chang, left, jointly preside over the Bank's new chop inauguration ceremony.
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To Ministry of Finance:

On behalf of Chang Hwa Bank, we declare that from January 1, 2003 to December 31,

2003 the Bank acted in accordance with the “Implementation of Audit and Internal Control

Systems in Banks” to establish internal control systems, implement risk management meas-

ures and form an independent audit department that reports directly to the board of directors

and supervisors. Following careful appraisal, we declare that the internal control systems and

legal compliance of each division and branch this year have been effectively enforced.

Chang Hwa Commercial Bank, Ltd.
Statement of Internal Control System

President: Mike S. E. Chang

Chief Auditor: John C. Peng

Compliance  Officer

Executive Vice President: Chen-Jau Chen

March 23, 2004

Statement of the Implementation of Internal Control System
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92 1 1 92 12 31
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Statement of Internal Control System of Service Businesses
Engaging in Securities and Futures Markets

According to our self-audit, the Internal Control System (ICS) of Chang Hwa Commercial Bank, Ltd. (CHB)

from Jan.1 to Dec. 31, 2003 is in accordance with the following announcements:

1. CHB acknowledges that the Bank's Board of Directors and Management are responsible for the establishment,

implementation and maintenance of the ICS. CHB has already established the ICS with the aim of providing

reasonable assurance to achieve every aspect of the following targets:

(1) effectiveness and efficiency of business operations (including profit, performance, protection of 

assets security, etc.);

(2) integrity of financial statements;

(3) compliance with relevant laws and regulations.

2. The ICS has its inherent limitation. No matter how well-designed the System is, it can only provide reasonable

assurance for achieving the above stipulated three targets. Furthermore, the effectiveness of System can be

influenced by the changes in the operating environment or situation. Nevertheless, CHB's ICS functions as an

important self-auditing mechanism that can identify faults and correct them expeditiously.

3. CHB is in accordance with the criteria of the ICS specified under "the Guidelines for Service Businesses

Engaging in Securities and Futures Markets to Establish ICS", (hereinafter referred to as "Guidelines")

declared by the Securities and Futures Commission of the Ministry of Finance in order to judge the effective-

ness of the design and execution of its ICS. These criteria of ICS, adopted under the Guidelines, are divided

into five factors as a process of management control: (1)Environment Control, (2)Risk Evaluation,

(3)Operation Control, (4)Information and Communication, (5)Supervision (or Audit). Each factor contains

several items specified in the regulations of the "Guidelines".

4. CHB has acted on the above items of the ICS to check the effectiveness of its design and execution.

5. According to the ICS audit, CHB deems that the design and execution of the System(including the supervision

of subsidiaries), including understanding the business results and the efficiency objectives achieved, the

integrity of financial statements and the compliance with applicable laws and regulations, are valid. CHB's

ICS may reasonably assure the accomplishment of the above-mentioned targets.

6. This Announcement will comprise a material part of CHB's Annual Report and Public Statement, and will be

published in the public domain. If the aforementioned public domain information has misrepresentations,

fraud or intentional omissions, such illegalities are subject to liabilities specified under Articles 20, 32, 171,

and 174 of the Securities Transaction law.

7. This Announcement was unanimously approved by the 14 directors attending the Board of Directors Meeting

of CHB on March 23, 2004

CHANG HWA COMMERCIAL BANK, LTD.

Chang Hwa Commercial Bank, Ltd.
Statement of Internal Control System

Date: March23, 2004

Chairman:

President:

Po-Shin Chang

Mike S.E. Chang
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Supervisors' Audit Report

Chang Hwa Commercial Bank, Ltd.

Executive Supervisor: Robert K. Su

Supervisor: Ying-Ming Shen 

Supervisor: Ching-Tze Lai

Supervisor: Delegate of Chang Kuan

Yu Tang Charity Foundation

Tu-Kung Chen

April 22, 2004

Supervisors' Audit Report

To: Annual stockholders' meeting of Chang Hwa Commercial Bank

Pursuant to Article 219 of the Company Law, we, the supervisors, have audited the fol-

lowing financial statements and reports for the accounting year of 2003 that were approved

by the board of directors, have found no cause for objection, and therefore report to the

stockholders’ meeting.

1. Balance sheet, income statement, cash flow statement and statement of changes in stock-

holders’ equity, all of which were audited by the appointed CPAs, Roger Ho and Irene

Juanlu of Diwan, Ernst & Young.

2. Business report, list of major property, and proposal of earnings distribution.
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Bank Overview & Organization

CHB ANNUAL REPORT

A. BANK OVERVIEW 
Re-registered date: July 1950

License No.: ID51811609

The origin of Chang Hwa Bank dates back to the colonial peri-

od under Japan's governance when Wu Ju-Hsiang founded the

Kabushiki Kaisha Shoka Ginko in Chang Hwa County on June 5,

1905, with an initial capital of 220,000 Japanese yen raised from

local businessmen and landlords. 

Kabushiki Kaisha Shoka Ginko relocated its head office from

Chang Hwa County to Taichung City in 1910 to better coordinate

its expansion efforts of setting up branches and offices in all major

cities in Taiwan. 

When Taiwan was restored to the ROC government on

October 25, 1945, the Bank's predecessor established a preparatory

office to reorganize as today's Chang Hwa Bank. After the Taiwan

provincial government took control of Japanese shareholdings in

Kabushiki Kaisha Shoka Ginko, the preparatory office conducted

the Bank's first shareholders' meeting in February 1947, which

elected Chang Hwa Bank's first directors and supervisors under a

new government. The new board elected the preparatory office's

head Ling Hsien-Tang as the Bank's first chairman. Chang Hwa

Bank was formally re-incorporated under ROC Law on March 1,

1947, with an initial capital of 15 million Taiwanese yuan. 

In June 1949 the Taiwan provincial government replaced the

Taiwanese yuan with the New Taiwan dollar. Chang Hwa Bank

adjusted its registered capital accordingly to NT$2.4 million in

December 1950. In December 1997, the Taiwan provincial govern-

ment made public its shareholdings in the Bank in line with the

government's policy of financial privatization. The Bank was offi-

cially privatized on January 1, 1998. 

At the end of 2003, the Bank's registered-capital stood at

NT$49,594,756,000, presented in 4,809,475,600 common shares

and 150,000,000 Type-A preferred shares at a par value of NT$10

per share. The Bank is one of the leading commercial banks in

Taiwan in terms of paid-in capital and sound financial structure.

CHB original headquarters in 1905
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B. ORGANIZATION
1.Organization Chart
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2.Board of Directors, Supervisors & Management 93.2.29

Feb.29, 2004

Title Name

Shareholding Shareholding by Spouse
& Minor Children Prime Experience &

Education  Current Positions

Chairman Po-Shin Chang
2003.6 3 1973.9 3,195,362 0.06 216,350 -

Chairman of CHB

M.S. in Economics, The University of
Tennessee

Chairman of CHB
( )

Chairman of Yun San Corp.
( )

Director of Taiwan Asset
Management Corporation

( )
Supervisor of Taiwan Financial
Assets Service Co.

Managing Director
& President

Mike S. E. Chang
( )
(Delegate of Ministry of Finance)

2003.6 3 2000.10

1947.2

809,946,604 16.33 - -
President of CHB

Business, Tamkang University 

President of CHB
( )

Director of Financial Information
Service Co.

( )
Chairman of   CHB Life Insurance
Agency Company

Managing Director James D. Chen
( )
(Delegate of Nan Ho Ind. Co., Ltd.)

2003.6 3 1985.9

2003.6

41,696,903 0.84 - -
Chairman of Nan Ho Ind. Co., Ltd.

Civil Engineering,  The University of
Washington

Director of Nan Ho Ind. Co., Ltd.

Managing Director Ming-Jen Chen
( )
(Delegate of Ministry of Finance)

2003.6 3 2000.10

1947.2

809,946,604 16.33 - -
Managing Director of Taiwan
Cooperative Bank

Ph. D. of Fu-Jen Catholic University

-

Managing Director Jui-Sheng Chen
2003.6 3 2000.10 201,816 - 34,429 -

Executive Vice President of CHB

Cooperative Economics, National
Chung Hsin University

-

Director Timothy Chang
2003.6 3 1997.10 1,211,359 0.02 - -

President of Yun San Corp. 
PEPPERDINE

MBA, Pepperdine University

President of Yun San Corp. 

Director Hsi-Chien Wen
2003.6 3 1991.10 1,109,108 0.02 42,002 -

Chairman of Chinese United Credit
Center

Economics, National Taiwan
University

Chairman of Chinese United Credit
Center

Director Chun-Chung Lin
2003.6 1982.9 22,826,787 0.46 78,626 -

Supervisor of CHB

Tamkang Junior College of English

-

Director Chen-Jau Chen 
( )
(Victradco Limited)

2003.6 3 2003.6
2003.6

259,842 0.01 - -
Executive Vice President of CHB

Accounting, Feng Chia University 

Executive Vice President of CHB
( )

Director of CHB Life Insurance
Agency Company

( )
Chairman of CHB Insurance
Brokerage Company

Director Ching-Hsi Chang 
(
(Delegate of Ministry of Finance)

2003.6 3 2000.10

1947.2

809,946,604 16.33 - -
Professor of Dept. of Economics,
National Taiwan University

Ph. D of Ohio State University

-

Director Sheng-Rong Chuang 
(
(Delegate of Ministry of Finance)

2003.6 3 2000.10

1947.2

809,946,604 16.33 - -
Lawyer of Justice & Truth Law Office

Law, National Taiwan University

Certified Patent Attorney

-

Shares % Shares %

Date Started 
(Year/Month)

( 1) Note 1

Term
(Year)

Date Started for the First
Term 

- Representative of
Institutional Shareholder 
-Institutional Shareholder
(Note 2)

3
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93.2.29

Feb.29, 2004

Title Name

Shareholding Shareholding by Spouse
& Minor Children Prime Experience &

Education  Current Positions

Director Wei-Lung Chen
( ) 
(Delegate of Ministry of Finance)

2003.6 3 2003.6
1947.2

809,946,604 16.33 - -
Deputy Commissioner, Department
of Insurance, Ministry of Finance

Law, National Chengchi University 

-

Director Kao Chao Lee
( ) 
(Delegate of Ministry of Finance)

2003.6 3 2003.6
1947.2

809,946,604 16.33 - -
Council Member, Council for
Economic Planning & Development 

M.A. in Agricultural Economics,
Vanderbilt University

-

Director Ying-Hsiung Lin

(Delegate of First Commercial Bank)

2003.6 3 2004.2
1955.2

192,197,609 3.88 - -
Executive Vice President of First
Commercial Bank

Agricultural Economics, National
Taiwan University

Executive Vice President of First
Commercial Bank

Executive
Supervisor

Robert K. Su
( ) 
(Delegate of Ministry of Finance)

2003.6 3 2004.2
1947.2

809,946,604 16.33 - -
Chairman, Department of
Accounting, National Chengchi
University

Ph. D in Accounting, Louisiana State
University

Director of Global Strategic
Investment Fund

Supervisor Ying-Ming Shen 
(
(Delegate of Ministry of Finance)

2003.6 3 2000.10
1947.2

809,946,604 16.33 - -
Director of Bureau of Monetary
Affairs, MOF

Law, National Taiwan University

-

Supervisor Ching-Tze Lai
2003.6 3 2000.10 1,450,423 0.03 36,320 -

Director of CHB

Taichung Senior Commercial School

-

Supervisor Tu-Kung Chen

(Delegate of Chang Kuan Yu
Tang Charity Foundation)

2003.6 3 2000.10
2000.10

817,162 0.02 - -
Chairman of Huang Lieh Ho Social
Welfare Foundation

Kinki University

-

President Mike S. E. Chang
2000.10 - 283,059 0.01 - -

President of CHB

Business, Tamkang University 

President of CHB
( )

Director of Financial Information 
Service Co.

( )
Chairman of CHB Life Insurance
Agency Company

General Auditor John C. Peng
2003.7 - - 219,777 - 21,651 -

Executive Vice President of CHB

Cooperative Economics, Tamkang
University 

General Auditor of CHB
( )

Executive Supervisor of Taiwan
Development & Trust Corp.

( )
Chairman of CHB Life Insurance
Agency Company

Executive Vice
President

Chen-Jau Chen
2000.11 - - 142,577 - 18,838 -

Senior Vice President & General
Manager of Human Resources
Division of CHB

Accounting, Feng Chia University 

Executive Vice President of CHB
( )

Director of CHB Life Insurance
Agency Company

( )
Chairman of CHB Insurance
Brokerage Company

Shares % Shares %

Date Started 
(Year/Month)

( 1) Note 1

Term
(Year)

Date Started for the First
Term 

- Representative of
Institutional Shareholder 
-Institutional Shareholder
(Note 2)

-
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93.2.29

Feb.29, 2004

Title Name

Shareholding Shareholding by Spouse
& Minor Children Prime Experience &

Education  Current Positions

Executive Vice
President

Chao-Nan Hsieh
2000.11 - - 114,091 - -

Senior Vice President & General
Manager of Treasury Division of CHB

Economics, National Taiwan
University 

Executive Vice President of CHB
( )

Director of CDIB & Partners
Investment Holding Co.

Executive Vice
President

Cheng-Hsin Lin
2003.7 - - 220,665 - 2,440 -

Chief Secretary of Board of
Directors, CHB

Economics, National Chung Hsin
University 

Executive Vice President of CHB
( )

Director of Ever Transit International
Co. 

Executive Vice
President

Ming-Wen Chang
2003.7 - - 175,151 - - -

Senior Vice President of Accounting
Division, CHB

Accounting, National Chengchi
University 

Executive Vice President of CHB

Chief Secretary of
Board of Directors

Tony H.Y. Cheng
2002.5 - - 123,226 - 27,125 -

Vice President of International
Banking Division, CHB

Business, Tamkang University 

Chief Secretary of Board of
Directors, CHB

Senior Vice
President of
Internal Auditing
Division

Wen-Ping Lin
2004.2 - - 18,936 - 22,000 -

Vice President of Audit & Inspection
Division, CHB

Accounting & Statistics, National
Cheng Kung University

Senior Vice President of Internal
Auditing Division, CHB

Senior Vice
President of
Secretariat
Division

Frank C.C. Yang
2003.6 - - 2,488 - 31,496 -

Vice President of International
Banking Division, CHB

Economics, National Chung Hsin
University 

Senior Vice President of Secretariat
Division, CHB

Senior Vice
President of
Human Resources
Division 

Jui-Jen Wang
2002.1 - - 145,029 - 2,373 -

Senior Vice President of Business
Department, CHB

Law, National Chung Hsin University 

Senior Vice President of Human
Resources Division, CHB

( )
Supervisor of CHB Insurance
Brokerage Company

Senior Vice
President of
Marketing Division

Walter W.T. Yeh
2003.6 - 111,632 - - -

Senior Vice President of R&D
Division, CHB

International Business, National
Chengchi University 

Senior Vice President of Marketing
Division, CHB

Director of Medium Business Bank
of Taiwan

( )
Supervisor of CHB Life Insurance
Agency Company

Senior Vice
President of
Product
Management
Division

Wen-Huang Hsieh
2003.6 - - 91,359 - - -

Senior Vice President of Consumer
Banking Division, CHB

Business, Tamkang University 

Senior Vice President of Product
Management Division, CHB

Senior Vice
President of
Treasury Division

Jaw Peng Chiu
2003.6 - - 92,472 - 168 -

Senior Vice President of Treasury
Division

Banking, National Chengchi
University

Senior Vice President of Treasury
Division, CHB

( )
Everylight Investment Co., Ltd. 

Senior Vice
President of Trust
Division

Gwo-Shin Lin  
2003.6 - - 202,630 - 13,305 -

Vice President of Business
Development  Division, CHB

International Trade, Tamkang
University

Senior Vice President of Trust
Division, CHB

Shares % Shares %

Date Started 
(Year/Month)

( 1) Note 1

Term
(Year)

Date Started for the First
Term 

- Representative of
Institutional Shareholder 
-Institutional Shareholder
(Note 2)

-



CHB ANNUAL REPORT 27

93.2.29

Feb.29, 2004

Title Name

Shareholding Shareholding by Spouse
& Minor Children Prime Experience &

Education  Current Positions

Senior Vice
President of
Domestic Banking
Division

Chi-Tai Huang
2003.6 - - 148,083 - - -

Senior Vice President of Business
Development Division, CHB

Public Finance & Taxation, National
Chengchi University

Senior Vice President of Domestic
Banking Division, CHB

( )
Director of CHB Insurance
Brokerage Company

Senior Vice
President of
International
Banking Division

James C. C. Lin
2003.6 - - 25,523 - 75,870 -

Senior Vice President of International
Banking Division, CHB

National Changhua Senior School of
Commerce

Senior Vice President of
International Banking Division, CHB

( )( )
Director of Core Pacific International
(H.K.)

Senior Vice
President of E-
Business Division

Chin-Ying Chen (Anita Chen)
2003.6 - - 68,432 - - -

Vice President of International
Banking Division, CHB

MBA,
Pace University

Senior Vice President of E-Business
Division, CHB

Senior Vice
President of Credit
Risk Division

William Lin
2003.6 - - 90,089 - - -

Senior Vice President of Loan
Division, CHB

Accounting & Statistics, Tamkang
University

Senior Vice President of Credit Risk
Division, CHB

( )
Director of CHB Insurance
Brokerage Company

Senior Vice
President of
Institutional Risk
Division

Jeason Tu  
2003.6 - - 11,348 - - -

Vice President of Loan Division, CHB

Banking & Insurance, Feng Chia
University

Senior Vice President of Institutional
Risk Division, CHB

Senior Vice
President of Loan
Assets
Management
Division

Alexander C. H. Lin   
2003.6 - - 108,673 - 13,374 -

Manager of Credit Risk
Administration Department

Cooperation, Feng Chia University

Senior Vice President of Loan
Assets Management Division, CHB

Senior Vice
President of
Financial
Management
Division

William Tang 
2003.6 - - 67,953 - - -

Vice President of Accounting Division,
CHB

( )
Administration, National Chengchi
Supplementary college

Senior Vice President of Financial
Management Division, CHB

Senior Vice
President of
Operations & IT
Division

Cheng-Hong Wang  
2003.6 - 205,861 - 8,606 -

Senior Vice President of Information
Technology Division, CHB

Banking & Insurance, Feng Chia
University

Senior Vice President of Operations &
IT Division, CHB

( )
Supervisor of Financial eSolution Co.,
Ltd.

Senior Vice
President of
General Affairs
Division

Tsung-Pi Weng
2003.11 - - 141,217 - 113,921 -

Senior Vice President of Commercial
Regional Center 4 

Cooperative Economics, National
Chung Hsin University 

Senior Vice President of General
Affairs Division, CHB

Shares % Shares %

Date Started 
(Year/Month)

( 1) Note 1

Term
(Year)

Date Started for the First
Term 

- Representative of
Institutional Shareholder 
-Institutional Shareholder
(Note 2)

-

1
2

Note: 1.The first day of the last term as a director on the board. 
2.The first day of the first term as a director on the board. 
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Qualifications

Name

Po-Shin Chang

Mike S. E. Chang
( )
(Delegate of Ministry of Finance)

James D. Chen
( )
(Delegate of Nan Ho Ind. Co., Ltd.)

Ming-Jen Chen
( )
(Delegate of Ministry of Finance) 

Jui-Sheng Chen

Timothy Chang

Hsi-Chien Wen

Chun-Chung Lin

Chen-Jau Chen 
( )
(Victradco Limited)

Ching-Hsi Chang
(
(Delegate of Ministry of Finance) 

Sheng-Rong Chuang 
(
(Delegate of Ministry of Finance) 

Wei-Lung Chen
( ) 
(Delegate of Ministry of Finance)

Kao Chao Lee
( ) 
(Delegate of Ministry of Finance)

Ying-Hsiung Lin

(Delegate of First Commercial Bank)

Robert K. Su
( )
(Delegate of Ministry of Finance) 

Ying-Ming Shen 
(
(Delegate of Ministry of Finance) 

Ching-Tze Lai

Tu-Kung Chen

(Delegate of Chang Kuan Yu Tang Charity Foundation) 

Work experience in business, law, finance
or other related fields for at least 5 years

Qualifications for independent performance (Note)

V

V

V

V

V

V

V

V

V

V

V

V

V

V

V

V

V

V

V V V V V V

V V V V

V V V V

V V V V V

V V V V V V V

V V V V V

V V V V V V

V V V V V

V V V V V

V V V V V

V V V V V

V V V V

V V V V V

V V V V

V V V V V

V V V V V

V V V V V V V

V V V V V V

(1) (2) (3) (4) (5) (6) (7)

"V"
(1) 
(2) 
(3) 
(4) 
(5) 
(6) 
(7) 

Note Put a “V” in the blank if the director or supervisor possesses specific work experience.
1. The person is not hired by the Bank, nor serves as a director, supervisor or an employee at the Bank's related companies. 
2. The major shareholders each holding 1% or more of the Bank's outstanding shares or the top-10 individual shareholders in terms of the total shares held by themselves,

their spouses and minor children. 
3. They are not the spouse, parents, grandparents, children or grandchildren of the persons stated above. 
4. Directors, supervisors or employees as representatives of the institutional shareholders which hold 5% or more of the Bank's outstanding shares or of the top 5 institu-

tional shareholders, in terms of the total shares held by themselves, their spouses and minor children.
5. The directors, supervisors, managers or the major shareholders of the companies or institutions without financial or business links with the Bank (The major sharehold-

ers refer to the shareholders holding a stake of 5% or more.)
6. The professionals, owners of solely-owned business, partners of a company, or directors and supervisors of a corporation (and their spouses) who have not provided

financial, business, legal and other relevant consulting services to the Bank and its related companies within the latest one year. 
7. Not the institutional shareholders or representatives defined in Article 27 of the Company Law.

3.Professional Background and Independent Performance of Directors and Supervisors         
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Po-Shin Chang
Chairman

Mike S.E. Chang
Managing Director & President

Ming-Jen Chen
Managing Director

John C. Peng
General Auditor

James D. Chen
Managing Director

Ming-Wen Chang
Executive Vice President

Jui-Sheng Chen
Managing Director

Robert K. Su
Executive Supervisor

Chen-Jau Chen
Executive Vice President

Chao-Nan Hsieh
Executive Vice President

Cheng-Hsin Lin
Executive Vice President
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Rewards and Subsidies for Directors and Supervisors 

Title

Chairman

Managing Director & President

Managing Director

Managing Director

Managing Director

Director 

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Executive Supervisor

Supervisor

Supervisor

Supervisor

Supervisor

Name

Po-Shin Chang

Mike S.E. Chang

James D. Chen

Jui-Sheng Chen

Ming-Jen Chen

Long-I Liao

Hsi-Chien Wen

Chun-Chung Lin

Fu-Yuan Kao

Ying-Ming Shen

Sheng-Rong Chuang

Ching-Hsi Chang

Wei-Lung Chen

Ching-Tze Lai

Timothy Chang

Kao Chao Lee

Carol T. Chu

Rong-Ruey Duh

Chien-Jong Yeou

Chiao-Ju Chen

Tu-Kung Chen

Total

6,710

5,736

1,920

1,920

1,028

111

960

960

55

612

612

96

55

960

960

55

52

118

880

480

960

25,240

Salary, Rewards, Bonus and Subsidies (Note) 

Note: The Bank pays monthly salaries to directors and supervisors, but does not offer traffic subsidies to them.  

Unit: NT$1,000
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The Bank is not a corporate structure, so it's not subject to the
requirements.

First Financial Holding Co.

Frank C. Chen Foundation for Culture and Education

Victoria Chang, Sam Lin, Timothy Chang, Terry Chang

The Bank is not a corporate structure, so it's not subject to the
requirements.

Institutional Shareholder Major Holders of Shares in Institutional Shareholder

Ministry of Finance 

First Commercial Bank

Nan Ho Ind. Co., Ltd.

Victradco Limited

Chang Kuan Yu Tang Charity Foundation

5. Major Institutional Shareholders

C. STATUS OF CAPITAL AND SHARES (INCLUDING PREFERRED SHARES), FINANCIAL 
DEBENTURE & GLOBAL DEPOSITORY RECEIPTS (GDR):

1. Capital and Shares 

Category of Shares

Common Shares

Preferred Shares

Total

Issued Shares

Authorized Capital

Unissued Shares Total

92.12.31          

Dec.31, 2003 Unit share 

Note: The institutional investors listed in this chart are those represented on the CHB's Boards of Directors and Supervisors.

6. The Shareholders Holding a Stake of 5% or More

Name Shares %

809,946,604 16.33%
Ministry of Finance

92 10 9

October 9, 2003 
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Item

Par Value

Offering Price

Number of Shares Offered

Proceed Raised

Term

Unrecalled Shares

Recalling Provisions

Market Price

Per Share

Rights and

Obligations

Right of Conversion

Highest

Lowest

Average

2. Issuance of Preferred Shares

3. Issuance of Financial Debenture & Global Depository Receipts (GDR)

The Bank raised NT$20 billion by issuing subordinate debentures on March 15, 2002 as the fund to support its plans for writing off

bad loans and increasing capital adequacy ratio (CAR) .

CHB offered Type-A preferred stock as follows:

Offering Provisions

NT$10

NT$40

150 million

NT$6 billion

6 Years

1. Dividend is calculated at an annual rate of 6.10% of actual issuing price.

2. Dividends on preferred stock shall be distributed in cash once a year after the stockholders

shall have approved the Bank's financial statements in the regular annual stockholders' meet-

ing. The Board of Directors shall also fix the date for the payment of pervious year's accrued

dividend. Cash dividend for the issuance year and the final year shall be calculated based on

the actual number of days the shares were outstanding. The number of days outstanding

includes the date of issuance. Based on the financial statements, if the Bank does not give

earnings or the earnings are not sufficient for distribution, the dividend shall continue to be

accrued and accumulated with interest and shall have the top priority for payment as soon as

the Bank's earnings become sufficient. 

Priority to common stock but not to be exceed the proceed raised at initial public offering.

1. Invalidity in Annual General Meeting of common-stock holders.

2. Validity in Annual General Meeting of preferred-stock holders.

1. Not participating in proposal of appropriating retained earnings and transferring capital surplus

to capital which relating to common stock.

2. Capital surplus on offering Type-A preferred stock can not be transferred to capital.

3. Holders have right to be elected Directors and Supervisors.

4. Holders are equal to common stock holders on subscribing newly issuance of common stock on

cash.

150 million

To be recalled at issuing price six years after date of issuance.

NT$48.00

NT$40.90

NT$45.34

Preferred stock can not be converted into common stock. On due date, the Bank shall use its 

earnings or proceeds from issuance of new shares to redeem the preferred stock based on the

actual issuing price. If on due date, for any reason, the Bank is unable to redeem, in whole or in

part, the Type-A preferred shares, the rights of the preferred shares according to the original sub-

scription provisions shall remain and continue until the Bank is able to fully redeem the shares.

Dividend shall be calculated at the dividend rate according to the original subscription provisions.

Interest shall also be calculated using compound interest method for the actual period of delay in

payment. The rights of the holders of Type-A preferred stock as provided in the Bank's Articles of

Incorporation shall not be impaired.

Disbursement of

Dividends and

Bonuses

Disbursement of

Remaining Property

Exercise of Voting 

Rights

Others
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A. BUSINESS CATEGORIES
1. Business Scope

1.1 Receiving checking account deposits.

1.2 Receiving demand deposits.

1.3 Receiving time deposits.

1.4 Issuing financial debentures.

1.5 Extending short-term, mid-term and long-term loans.

1.6 Discounting negotiable instruments.

1.7 Investing in government bonds, short-term bills, corporate

bonds, financial debentures and company stocks.

1.8 Engaging in domestic and international remittances.

1.9 Engaging in acceptance of commercial drafts.

1.10 Issuing domestic and international letters of credit.

1.11 Guaranteeing issuance of corporate bonds.

1.12 Engaging in domestic and international guaranty business.

1.13 Acting as a collecting and paying agent.

1.14 Underwriting government bonds, treasury bills, corporate 

bonds and company stocks.

1.15 Engaging in credit cards business activities.

1.16 Engaging in trust business regulated by the Trust Business Law.

1.17 Engaging in warehousing and custodian services.

1.18 Engaging in safe deposit box rental services.

1.19 Engaging in derivatives business approved by the central

competent authority.

1.20 Undertaking underwriting, certifying and trading of short-

term bills, acting as short-term bills broker.

1.21 Undertaking the underwriting and trading of securities for 

own accounts or for the accounts of customers.

1.22 Trading government bonds as a principal.

1.23 Providing margin financing or securities lending for 

securities margin trading.

1.24 Buying and selling gold bullion, silver bullion, gold coin, 

silver coin and handling agency services related to any

business described above.

1.25 Engaging in agency services related to business cited in the

License or approved by the central competent authority.

1.26 Handling export remittances, import remittances, regular

inward and outward remittances, deposits in foreign 

currency, loan in foreign currency and payment guaranty in

foreign currency.

1.27 Engaging in issuance of export permits.

1.28 Engaging in issuance of import permits.

1.29 Providing the intermediary brokerage services for futures 

trading. 

1.30 Providing government-approved lottery agent services. 

1.31 Engaging in other banking services approved by the central

competent authority.

Operations Overview 
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2. Past Three Years of Operations

2.1   Deposits

Unit:  NT$1,000

Due to CBC

Due to banks

Checking deposits

Demand deposits

Time deposits

Savings deposits

Total

FY

Items

92.12.31
Dec. 31, 2003

50,620 0.01 2,849,518 0.26 3,027,465 0.29

219,358,666 18.70 166,471,776 15.36 144,427,626 13.82

36,409,806 3.10 31,802,841 2.93 29,772,867 2.85

153,285,543 13.06 125,543,062 11.59 112,989,231 10.81

176,733,522 15.06 186,234,111 17.19 224,116,155 21.45

587,478,842 50.07 570,750,103 52.67 530,722,895 50.78

1,173,316,999 100.00 1,083,651,411 100.00 1,045,056,239 100.00

Note: Due to banks includes due to banks, overdrafts, call loans, and deposits from post office.

91.12.31
Dec. 31, 2002

90.12.31
Dec. 31, 2001

Amount          Amount             Amount             

To effectively reduce capital cost and control both quan-

tity and quality of the deposit business, the Bank is striving to

simplifying the operation procedure, developing new finan-

cial products, and enhancing its e-banking, phone-banking as

well as mobile banking services. While promoting its modern

e-banking image, the Bank pursues business growth and

expands clientele to embrace various groups of consumers

through continuously launching new products and services.

As of the end of 2003, the outstanding deposit totaled

NT$1,173,317 million, up 8.27% from the NT$1,083,651

million at the end of 2002.  

President Mike S. E. Chang, second

from right, welcomes the senior execu-

tive officers from correspondent bank.
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2.2.1 While continuing its efforts in improving asset quality, the

Bank offers several favorable loan programs for compa-

nies. Except for the medium- and long-term loans to help

enterprises upgrade their production facilities, the Bank

also provides short-term loans for the enterprises in need

of urgent cash or the capital for seasonal business adjust-

ment such as the loans exclusively for the Chinese New

Year holiday when the demand for capital rises as a result

of expanding consumption. In addition, the Bank provides

several special loans in compliance with the government’s

economic stimulus policy such as the “Loans for tradition-

al industries,” “Loans for SME production facility upgrad-

ing,” “Loans for SME to sustain operations in Taiwan,”

“loans for mini start-up businesses,” and so on. 

For the corporate banking, the outstanding loans

(excluding those extended by the Offshore Banking

Branch (OBU) and overseas branches) totaled NT$475.4

billion at the end of 2003.

2.2.2 The Bank provides various loan programs for different

groups of individual clients such as the “Easy Loan,”

“Loans for teachers, soldiers, and public servants,’ as well

as various favorable house mortgages for laborers, young

house buyers, and   NT$800 billion low-interest house

loans for general clients. Through active advertisement

Unit:  NT$1,000

Bills purchased & discounted

Short-term loans & overdrafts

Short-term secured loans & overdrafts

Medium-term loans

Medium-term secured loans

Long-term loans

Long-term secured loans

Total

FY

Items

92.12.31
Dec. 31, 2003

8,320,388 1.08 9,211,902 1.27 8,503,377 1.15

210,743,823 27.26 162,270,690 22.43 171,588,914 23.27

105,246,975 13.62 113,119,865 15.63 126,724,649 17.18

90,926,017 11.76 88,925,994 12.29 79,335,731 10.76

79,441,382 10.28 83,557,600 11.55 84,368,281 11.44

37,740,538 4.88 34,745,924 4.80 49,253,671 6.68

240,537,623 31.12 231,784,633 32.03 217,664,227 29.52

772,956,746 100.00 723,616,608 100.00 737,438,850 100.00

Note: Amounts above are gross without the consideration of provisions.

91.12.31
Dec. 31, 2002

90.12.31
Dec. 31, 2001

Amount          Amount          Amount          

2.2   Loans
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Unit:  US$1,000

FY
92

FY 2003

4,647,946 4,462,313 4,706,960

10,101,295 8,428,382 7,586,425

59,571,944 47,654,301 43,409,021

74,321,185 60,544,996 55,702,406

91
FY 2002

90
FY 2001

Amount Amount Amount 

2.3   International Banking Business

Exports

Imports

Remittances

Total

Items

campaigns, the bank successfully introduced its various

loan services to the public and, meanwhile, established a

corporate image for itself. As of the end of 2003, the

accounts of individual clients increased to 142,588, with

an outstanding amount of NT$225.2 billion (including the

loans extended by the farmers’ associations). Of the total

outstanding loans, the house mortgages totaled NT$175.7

billion, up 2.75% from the previous year.  

To develop international business and provide overseas

Chinese businesses with diversified financial solutions, the

Bank currently operates seven overseas branch offices and a

representative office in mainland China, having its service

network spread across Asia, Europe and America. Locally, it

has 45 appointed international business branches and 90 agen-

cies capable of providing international business and traveler's

check services. To expand its foreign exchange business in

accordance with customer demand, the Bank has its offerings

to include "OBU USD-CNY Non-Delivery Forwards",

"International Factoring", "D/A Forfaiting" and "FX SWAP".

The Bank has signed international business agreements with

renowned foreign banks to provide customers with more con-

venient services and to help customers lower their transaction

risks. In 2003, total international business amounted to

US$74.3 billion, 22.76% or US$13.8 billion higher than the

previous year's amount of US$60.5 billion.
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In assisting industrial and commercial enterprises to

achieve flexible utilization of short-term capital, the results

of the business of short-term bills certification, underwriting

and dealings over the past two years are as follows:

Unit:  NT$ mil l ion

92
FY 2003

19,845 51,682

2,086 870

50,082 48,861

43,415 34,436

1,050 3,410

0 0.24

91
FY 2002

Amount of Outright Purchase

Amount of Outright Sales

Amount of Repurchase Agreements

Amount of Reverse Repurchase Agreements

Amount of Bills Certification and Underwriting

Handling Charges of Bills Certification

The Bank purchased and sold securities on the financial

market to maintain an appropriate level of liquid reserves and

to enhance the efficiency of funds allocation. Securities

owned by the Bank during the period are as described sepa-

rately as follows:

Unit:  NT$ mil l ion

Government Bonds

Financial Bonds

Corporate Bonds

Beneficial Certificates

Trust Funds

Stocks

92.12.31
Dec. 31, 2003

8,151 10,299

17,868 16,435

6,542 10,357

3,917 5,542

892 1,200

7,132 4,054

91.12.31
Dec. 31, 2002

2.5   Short-term Bills Underwriting and Trading

2.4   Investment



CHB ANNUAL REPORT 39

Unit:  NT$ mil l ion

92
FY 2003

340,824 320,236

0 1,955

112,005 100,812

339 345

91
FY 2002

Volume of Proprietary Trading in Government Bonds

Volume of Security Underwriting

Volume of Security Brokerage Operations

Credit Outstanding in the Security Financing Business

Unit:  NT$ mil l ion

92
FY 2003

12,921 4,642

52,612 32,890

58,022 59,375

51,304 12,140

91
FY 2002

Volume of Designated Purpose Trust Funds Investing in Foreign Securities

Balance of Custodian Assets at Month-end 

Value of Securities Certificate Business

Designated Purpose Trust Funds Investing in Native Securities

2.8.1 The Bank has issued 442,000 credit cards as of the

end of 2003, with an accumulated transaction amount

of NT$6.63 billion.

2.8.2 The Bank has issued 2,109,655 international

bankcards, accepted at ATM machines worldwide for

local currency cash withdrawals.

2.8.3 Cash advances through international credit cards

totaled NT$3.689 billion in 2003.

1. 

2. 

Note: 1. The amount of securities certification does not include those of beneficiary certificates.

2. The balance of the custodian assets includes the funds at the discretionary management accounts.

2.6 Security Operations

2.7 Trust Operations

2.8  POS (point of sales) Business
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B. INDUSTRY OVERVIEW
1. Development of Financial Industry

The development of Taiwan’s financial industry can be

divided into several phrases as follows: 

1945-1949: The ROC government took over the financial

institutions from Japanese and transformed their operational

systems. 

1950-1959: Except for the Central Trust of China, all other

government-controlled financial institutions had not resume

normal operations. 

1960-1990: While the financial institutions which moved to

Taiwan along with the ROC government from the mainland

resumed operations one after another, the government

allowed the establishment of private banks, trust investment

companies, insurance companies and bill financing compa-

nies. 

1990-2000: The Ministry of Finance (MOF) published the

standards for establishment of new commercial banks, under

which 16 new commercial banks were set up, seven credit

unions and two trust investment companies were transformed

into commercial banks, 16 other credit unions were merged or

acquired by commercial banks, and the Industrial Bank of

Taiwan was established. 

2001-now: The Financial Holding Company Law took effect

on November 1, 2001, and a total of 14 financial holding

companies were established afterwards. According to the sta-

tistics compiled by the Bureau of Monetary Authority under

the MOF as of the end of November 2003, there were 51

domestic banks and 36 foreign banks in Taiwan. 

Under the government’s financial market liberalization

and internationalization policy, the insurance and bill financ-

ing companies are allowed to operate certain banking busi-

nesses and one after another financial holding companies was

established. All of these would lead to increasing market

competition pressures on banks. It’s an inevitable trend for

banks to strengthen their competitiveness through business

diversification, efficient management and strict risk control.    

2. Trends in the Future
Several trends are predicted for the banking industry :

2.1 Structural reform

Banks will streamline operational procedures, adjust the

businesses of each division, downsize working staff for pur-

suing maximized profits at minimized costs. 

2.2 E-banking

The success of a bank is determined by the two key fac-

tors of speed and cost. The banks with the advantage of IT
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strength are likely to outperform their counterparts. Banks

should be active in upgrading their computerized facilities so

as to provide efficient, convenient and secure services to

clients. 

2.3 Wealth management

Due to the shrinking differentials in interest rates, banks

are gradually shifting their core consumer banking businesses

from the traditional lending and saving services to the modern

wealth management where banks can generate service fees

and combine various financial products such as mutual funds,

bankassurance, trust, foreign currency deposits into one serv-

ice package. 

2.4 Merger

Merger is a short cut for a bank to expand its operations,

reduce cost and expand market share. Under the same finan-

cial holding company, member companies share the resources

of each other and cooperate for production diversification and

cross-selling practices. It’s predictable that merger will main-

tain a major trend for the financial market in Taiwan in the

near future. 

2.5 New financial products 

Banks will continue to launch new financial products for

business diversification. Futures, options, swaps and other

financial derivatives will be introduced along with the rapid

development of the information technology and the higher

market demand for new financial products.

. 

3.  Market Analysis
In 2003, the economic recovery gained strength after the

Iraq war and SARS outbreak. The U.S. economy entered a

mild expansionary period under the government’s low interest

rate and tax-cut policies, leading a steady economic rebound

around the world. Taiwan’s export-oriented economy was

benefited from the rising international markets, with improve-

ment in both the international trade and industrial output

indexes. The private consumption saw a significant growth

after the SARS epidemic, and the buoyant stock market led to

rise in the domestic market demand. Momentum for private

investments, however, was confined in certain sectors. In

general, the export-oriented sectors outperformed the ones

focused on the domestic markets. The economic growth of

2003 slowed to 3.24% from the 3.59% of 2002.  

The following is an outline of changes in major econom-

ic indicators:
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3.1 Economic Performance

3.1.1 Economic growth

According to the statistics of the Directorate General of

Budget, Accounting and Statistics (DGBAS), the annual eco-

nomic growth for 2003 was 3.24%, a result from a 0.9%

growth in domestic consumption, long-term capital invest-

ment and inventory adjustments. To include the service sec-

tor, the exports and imports in 2003 grew 10.5% and 7.6%,

respectively. The trade surplus contributed 2.4 percentage

points to the economic growth in 2003.   

3.1.2 Price index

In 2003, the wholesale price index (WPI) was pushed up

2.48% mainly due to the hike in the prices of the oil, steel and

raw plastic materials on the international markets. In contrast,

the consumer price index (CPI) dropped 0.19% due to the

cuts in rental rates, prices of furniture, household facilities

and other consumer products as a result of severe market

competition. 

3.2 Financial Situation

3.2.1 Money supply

Observing the steady price indexes, the Central Bank of

China (CBC) continued its expansionary monetary policy in

2003. Generally, the economy turned around after June. With

improved loan business at banks, increasing capital inflow

and rising trade surplus, the growth in M2 supply climbed to

3.77% from 3.55% of the previous year while that of the M1b

supply slipped to 11.82% from the 17.01% of the previous

year. In a broader definition to include the bond fund market,

the growth in M2 supply rose to 5.25% in 2003. 

3.2.2 Bank deposits

The growth in bank deposit rose to 5.58% in 2003 from

the 2.23% of the previous year, mainly due to the increasing

demand for overseas investments and the buoyant domestic

securities markets. The growth in current deposits almost

doubled from the 10.31% in 2002 to 19.74% in 2003.

Whereas, the time deposits turned from a growth of 0.26% in

2002 to a decline of 0.73% in 2003. In contrast, the foreign

currency deposit recorded a rise of 12.36%, compared to a

decline of 6.81% in 2002.   

3.2.3 Bank loans

With the economic recovery gaining strength in the sec-

ond half of 2003, banks saw a growth in their investments

and lending businesses. In 2003, the bank loans increased

4.25%, and those extended to private companies increased

3.58%. 
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3.2.4 Interest rate

With the interest rates lingering at the low levels partly

in reflection of the excessive funds at banks, the call-loan rate

in December 2003 averaged 1.025%, down 0.585 percentage

point from the same month of the previous year. The annual

call-loan rate for 2003 dropped 0.95 percentage points to

1.1% from the 2.05% of the previous year. 

3.2.5 Exchange rate

In 2003, the international foreign exchange market was

affected by four major factors of the Iraq war, SARS out-

break, capital inflow and appreciation pressure of the

Renminbi. For each quarter, the local currency usual depreci-

ated first and then made rebound. For the first quarter, it rose

to NT$34.7055 to one US dollar from the NT$34.8364 at the

end of 2002. It depreciated to NT$34.7209 at the end of the

second quarter, but rebounded to NT$34.2489 in the third

quarter and NT$34.0015 in the fourth quarter. It finally closed

the 2003 at NT$33.978.  

3.3 Positive and Negative Factors Influencing the Bank’s 

Future Operations

According the Global Insight's latest statistics published

in February 2004, the global economic growth is predicted to

reach a 4-year high of 3.8% in 2004, from the 2.6% in 2003.

The U.S. economy may rise at a faster pace of 4.8%, and lead

to an accelerated worldwide economic rebound. International

trade is expected to grow 6.9% in 2004, compared to the

4.6% in 2003. Given the strengthening global economy, the

DGBAS raised its economic growth forecast for 2004 from

3.24% to 4.74%. The CPI, which has declined for three

straight years, may reverse with a mild growth of 0.5%. The

exports will keep thriving while the sales on the domestic

market should be boosted. 

3.3.1 Positive factors

A. Steady recovery on domestic market: 

The domestic market is expected to be boosted by

the strengthening domestic and international economies,

continued capital inflow, rising stock market and the

improving labor market. Consumers generally saw a rise

in the value of their assets. The unemployment rate has

been declining since the fourth quarter of 2003. All

these help boost the domestic market demand. 

B. Revitalized investments: 

Companies are building new factories for business

expansion. The real estate market is boosted partly

thanks to the government’s policies for expansion in

public construction and creation of job opportunities
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during the second half of 2003. All the favorable factors

make construction companies confident on launching

new construction projects. 

C. Thriving exports: 

The DGBAS expects steady growth for Taiwan’s

exports in 2004 given the booming international trade

around the world and the streamlined labor division

among Asian countries. 

3.3.2 Negative factors

A. Growing direct financing: 

While companies prefer raising funds from the

capital market than getting bank loans, it will influence

the lending business of banks. 

B. WTO impact: 

Domestic banks will encounter increasing competi-

tion pressure against the international counterparts dur-

ing the market liberalization course in cope with

Taiwan’s WTO accession. 

C. Establishment of financial holding companies: 

The banks without joining any financial holding

group will endure increasing pressure in competition

against the banks with supports of strong financial hold-

ing groups.  

The construction of new IT building will be completed on August 5, 2005.
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C. OPERATING OBJECTIVES
1. Mid- and -Long Term Strategic Objectives

1.1 To establish independent and professional risk control

mechanism. 

1.2 To follow market segment strategies for pursing maxi-

mized profits with marketing efficiency.

1.3 Not to pursue volume growth at the expense of prof-

itability. Every product and service should be offered

with good profitability.  

1.4 To award employees based on performance, rather than

years of work.

1.5 To raise before-tax reserve and maintain steady expen-

diture budget. 

2. New Products Proposed for The Future
2.1 To launch structured foreign exchange products, foreign

currency options, interest rate options and other finan-

cial derivatives to serve the clients in need of risk-hedg-

ing or investment diversification. 

2.2 To integrate different products such as deposits, loans,

mutual funds, insurance and trust into one service so as

to meet the different demand of clients at different ages.  

2.3 To introduce the wealth management services to the

wealthy clients group.  

2.4 New financial products for corporate clients:   

2.4.1Offering long-term loans at fixed interest rate, advance

remittance, Factoring, easy loans backed by checks and

others to enhance the competitiveness of the Bank’s

corporate banking services. 

2.4.2 Repacking the SME loans.

2.4.3Providing loans for mini start-ups such as soly-owned

entities and chain stores. 

2.4.4 Developing the card loans for corporate clients.

2.5 Consumer loans: 

2.5.1 Small loans extended with salary certificate.

2.5.2 Credits issued with credit insurance. 

2.5.3 New service to combine mortgage repayment and bank

savings onto one account.

2.5.4 Mortgage at fixed interest rate.

2.6 Card business: 

2.6.1 To upgrade ATM cards with IC cards and issue govern-

ment procurement cards.

2.6.2 To launch “ Value Cards” to increase the involving

interest earnings.

2.6.3To issue the COMBO cards, combining the functions of



46 CHB ANNUAL REPORT

platinum card, IC card, Credit card and value-added

card into one. 

2.7 Savings and remittances: 

2.7.1To launch e-check service.

2.7.2To launch All-in-One account, combining deposit,

securities trading, foreign currency deposit, financing

into one account.  

2.7.3To launch electronic certificate of deposit, passbook,

and free-paying in cope with the Bank’s e-banking

services.

2.8 To offer offshore or domestic structured notes,

exchange-traded funds (ETF), hybrid products combin-

ing savings and fund investments and others.  

2.9 To apply for running the business of assets management

on behalf of clients, the so-called discretionary account

management.

2.10 To apply for the new service to combine all different

mutual fund accounts into one for integrated assets

management and disposal. 

2.11 To launch repacked Mutual Fund, Insurance and Trust

(MIT) program.

2.12 To offer the real estate trust, insurance claims trust, pen-

sion trust and other trust services.

2.13 To continue enhancing the Bank’s e-trading platform,

integrating trade and financial managements on one

online account. 

2.14 To enhance the e-banking functions: serving individual

and corporate clients on separate platforms, issuing e-

papers as well as e-bills to clients, and providing the

Internet consumer banking services such as mutual

funds, securities, insurance, and investment and plan-

ning, and so on. 

2.15 To develop the service for trading mutual funds over the

phone.

2.16 To develop different insurances for different groups of

consumers such as the auto insurance for employees,

incident insurance for teachers and the employees at

government agencies, and so on. 

Outlook of CHB New York Branch new office.
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D. HUMAN RESOURCES
The structure of employees over the past two years

92.12.31
Dec. 31, 2003

91.12.31
Dec. 31, 2002

No. of Employees

Average Age

Year of Experience

Graduate School

University/College

Senior High School

Year
Items

Education

E. LABOR RELATIONS
1. Benefits, training and pensions offered by the

Bank, and policies on employer-employee
negotiations and the protection of workers:
1.1 Benefits:

1.1.1 Labor insurance: The Bank, in compliance with the

law, offers labor insurance for employees, with the

Bank paying 70% of the premium, the employees pay-

ing 20%, and the goverment paying 10%..

1.1.2 Health insurance: The Bank, in compliance with the

law, offers health insurance for employees and their

dependents, with the Bank paying 60% of the premi-

um, the employees paying 30%, and the goverment

paying 10%.

1.1.3 Paid vacations: Employees are entitled to a paid vaca-

tion of seven to 30 days, depending on their seniority

in the Bank.

1.1.4 Recreation: the Bank has a recreation committee,

which organizes annual sports activities throughout

5,797 5,692 

41.3 41.3 

17.3 17.3 

178 122 

4,115 3,988 

1,504 1,582 

1.

2.

3.

Note: 1.Names and positions of the top 10 options subscribers: The Bank currently has not defined the procedures for employees to subscribe

options.

2.Top 10 rewarded employees their names, positions and the total bonuses they have received: The Bank did not offer employee

bonus for 2003. 

3.Shares subscribed by employees: The Bank currently has not defined the procedures for employees to subscribe options.
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the island for the betterment of employees’ health.

1.1.5 Welfare committee: The Bank has a 21-member

employees welfare committee. An Executive Vice

President occupies one of the seats as appointed by the

general manager of the Bank, and the rest of the seats

shall be filled by representatives selected from the

Bank and the employee union through elections. The

committee is in charge of managing a fund for the bet-

terment of employees’ welfare.

1.1.6 Library: A library is located in the Taipei headquarters

where about 16,840 books and periodicals are kept for

employees to read or borrow.

1.2 Protection of employees’ safety

1.2.1 Employees are insured against work-related accidents

for a maximum coverage of NT$3 million, with the

premium paid by the Bank.

1.2.2 Emergency and safety guidelines are issued to each of

the Bank’s divisions. Employees take part in drills

regularly to increase their ability to protect themselves

during burglaries, robberies, protests and other emer-

gencies.

1.2.3 The Bank has been working with providers of securi-

ty, alarm and surveillance monitoring devices to

enhance the security of each division and branch. 

1.2.4 The Bank has each of its divisions well guarded by

security professionals from outside firms, who receive

job-related training periodically to improve their

skills.

1.2.5 The Bank hires outside security firms to transport cash

from one point to another as a risk aversion measure.

1.2.6 Following the country’s fire safety law, each division

of the Bank is responsible for planning fire escape

routes and maintaining firefighting equipment to pre-

vent injuries during a fire.

1.2.7 Following the country’s labor health and safety regu-

lations, the Bank distributes health and safety guide-

lines to each division to protect the employees’ well-

being.

1.3 Career development and training

The Bank earmarks an annual budget (NT$38.89

million for fiscal year 2004) to provide training for

employees, who can receive in- or off-company train-

ing on a priority basis. The programs are intended to

help employees grow and improve job skills. The type

and length of training shall be considered as part of

the employees’ evaluation process.
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1.4 Retirement

Retirement and pension plans (including com-

pensation for job-related accidents) put in place by the

Bank are intended to provide maximal benefits for

retiring employees or those who choose to retire early.

Employees who opt to waive their rights under the

plans shall be bound by related labor laws and regula-

tions.

1.5 Employer-employee negotiations

1.5.1 Employer-employee relations are stable, as Chang

Hwa Bank has since July 28, 1999, held meetings with

employees to discuss issues facing both sides.

1.5.2 The Bank has put in place a “group contract” to ensure

friendly and well-maintained employer-employee rela-

tions to prevent disputes between both sides. Since

April 22, 2003, the Bank and members of its union

have held negotiations on the group contract every

one-and-a-half months. A total of nine such meetings

have taken place as of May 11, 2004.

1.6 Employees’ rights and responsibilities:

The Bank has issued a “rights and responsibili-

ties” handbook to employees; telling them about com-

pany policies on hiring, work hours, evaluations, bene-

fits and retirement.

2. Losses incurred due to labor disputes over the
past three years: None.

F.  PROPERTY AND EQUIPMENT
Property and equipment, obtained or divested, worth a hun-

dredth of the Bank’s capital or NT$50 million, whichever is high-

er, over the past two years: None.
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72,012 72,012 14,383 3.00 – – – 17,979 –

140,889 140,889 13,968,000 4.66 – 28,774 – – – 

42,979 42,979 5,980,686 1.88 – 128,106 – 4,430 – 

418,507 418,507 41,850,672 5.98 – – – – – 

1,872,923 1,872,923 235,726,532 0.71 – – – 82,504 – 

61,540 61,540 32,286,333 0.41 – – – 6,457 –

0.2 0.2 44  0 – – – – – 

40 40 23,230 0.01 – – – – – 

8,753 8,753 426,615.48 1.06 – – – – – 

14 14 1,899 0 – 35 – 0 – 

719,264 719,264 54,478,863 1.22 – 1,335,822 – – – 

1,244 1,244 59,369 0 – 1,921 – 71 –

58,132 58,132 3,133,888 0.37 – 15,481 – – – 

96,506 96,506 20,342,813 7.25 – – – – – 

100 100 10,000  0 – – – – – 

2,378,731 2,378,731 329,711,334 10.37 – 2,809,141 – – – 

444 444 6,300 9.00 – – – – – 

7,000 7,000 700,000 3.53 – – – 1,602 – 

0 0 750,000 15.00 – – – – – 

1,250 1,250 125,000 5.00 – – – 63 – 

40,812 40,812 3,197,700 9.90 – – – – – 

102,900 102,900 10,290,000 3.96 – – – – – 

500,000 500,000 54,000,000 4.95 – – – 5,292 – 

279,418 279,418 325,634 6.51 – – – – – 

46,446 46,446 4,634,000 1.16 – – – 6,905 – 

254,040 254,040 25,404,000 17.39 – – – – – 

300,000 300,000 30,000,000 0.46 – – – – – 

20,000 20,000 2,000,000 1.00 – – – – – 

2,000,000 2,000,000 200,000,000 11.35 – – – – – 

2,008 2,008 200,000 100.0 – – 10,207 – – 

50,000 50,000 5,000,000 2.94 – – – – – 

19,285 19,285 1,709,505 5.7 – – – – – 

19,772 19,772 795,076 0.04 – – – 87 – 

0 0 19,906 0 – – – – –

2,000 2,000 200,000 100.00 – – 1,155 – –

20,000 20,000 2,000,000 1.00 – – – – –

285 285 – – – – – – –

9,537,294.2 9,537,294.2 1,079,371,782.48  – – 4,319,280 11,362 125,390 –

1. 

2. 
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G.  INVESTMENT IN AFFILIATED VENTURES Dec. 31, 2003

Unit :  NT$1,000

Invested venture Primary 
businesses

Invested
capital

Book 
value

Invested shares
Net worth
of share-
holding
(Note 1)

Market
value

Return on investments
for 2003

Accumula
ted share-

holding
(shares)

Stock 
dividends

Earnings
or loss

Ratio of
share-
holding

(%)

Shareholding
(shares)

Taiwan Stock Exchange Corp. Stock and 72,012 72,012 14,383 3.00 – – – 17,979 –
securities trading

Taiwan Development & Land development 140,889 140,889 13,968,000 4.66 – 28,774 – – – 
Trust Corp.
Taiwan Navigation Co. Transportation 42,979 42,979 5,980,686 1.88 – 128,106 – 4,430 – 
Tang Eng Iron Works Co. Steel, machinery 418,507 418,507 41,850,672 5.98 – – – – – 

Taiwan Power Company Electricity production 1,872,923 1,872,923 235,726,532 0.71 – – – 82,504 – 
and supply

Taiwan Sugar Corporation Sugar production 61,540 61,540 32,286,333 0.41 – – – 6,457 –
Kaohsiung Ammomium Fertilizer 0.2 0.2 44  0 – – – – – 
Sulfare Co., Ltd. production
Taiwan Agricultural & Flour production 40 40 23,230 0.01 – – – – –
Industrial Development Corp. machineries

Manufacturer of
China Chemical Synthesis pharmaceutical 8,753 8,753 426,615.48 1.06 – – – – –
Industrial Co., Ltd. intermediates

and ingredients
Bank of Kaohsiung Finance 14 14 1,899 0 – 35 – 0 – 
Hua Nan Holding Corporation Finance 719,264 719,264 54,478,863 1.22 – 1,335,822 – – – 
Fubon Financial Holding Company Finance 1,244 1,244 59,369 0 – 1,921 – 71 –
Bank of Overseas Chinese Finance 58,132 58,132 3,133,888 0.37 – 15,481 – – – 
Taiwan Television Enterprise Television 96,506 96,506 20,342,813 7.25 – – – – – 
Taiwan Motor Transport Corp. Bus service 100 100 10,000  0 – – – – – 
Taiwan Business Bank., Ltd Finance 2,378,731 2,378,731 329,711,334 10.37 – 2,809,141 – – – 
Taipei Coal Gas Corp. Coal Gas supply 444 444 6,300 9.00 – – – – – 
Taipei Forex Inc. Finance 7,000 7,000 700,000 3.53 – – – 1,602 – 
All Sun Property Development Construction management 0 0 750,000 15.00 – – – – – 
Management Co., Ltd.
Lien-An Service Corp. Construction management 1,250 1,250 125,000 5.00 – – – 63 – 
ING Aetna Financial Service Mutual funds 40,812 40,812 3,197,700 9.90 – – – – – 
Ever Transit International Co. Construction 102,900 102,900 10,290,000 3.96 – – – – – 
CDIB & Partners Investment Investments 500,000 500,000 54,000,000 4.95 – – – 5,292 –
Holding Co.
Core Pacific International (H.K.) Securities 279,418 279,418 325,634 6.51 – – – – – 
Financial Information Service Co. Finance 46,446 46,446 4,634,000 1.16 – – – 6,905 – 
Everylight Investment Co., Ltd. Investment 254,040 254,040 25,404,000 17.39 – – – – – 
Eastern Broadband Telecom Fixed-line telecom 300,000 300,000 30,000,000 0.46 – – – – – 
Taiwan Futures Exchange Futures trading 20,000 20,000 2,000,000 1.00 – – – – – 
Taiwan Asset Management Asset management 2,000,000 2,000,000 200,000,000 11.35 – – – – – 
Corporation
CHB Life Instrance Agency Insurance agent 2,008 2,008 200,000 100.0 – – 10,207 – –
Co., Ltd.
Taiwan Financial Assets Asset management 50,000 50,000 5,000,000 2.94 – – – – –
Service Co.
Financial ESolution co., Ltd. Finance 19,285 19,285 1,709,505 5.7 – – – – – 
Taiwan Cooperative Bank Finance 19,772 19,772 795,076 0.04 – – – 87 – 
Hau Nan Bills Finance Corporation Finance 0 0 19,906 0 – – – – –
CHB Insurance Brokerage Company Insurance 2,000 2,000 200,000 100.00 – – 1,155 – –
Debt Instruments Depository 20,000 20,000 2,000,000 1.00 – – – –
and Clearing Co.Taiwan 
Investments on Finance 285 285 – – – – – – –
farmers' associations

Total 9,537,294.2 9,537,294.2 1,079,371,782.48  – – 4,319,280 11,362 125,390 –

Note: 1. Based on the financial statement of invested ventures.
2. Standard accounting formula: (1) The invested capital is the cost of share acquisition; (2) The receipt from share sales is listed as return

on investment based on the average weighted price per share.
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H. RISK MANAGEMENT
1. Risk Management Policies and Control

Measures
1.1 Credit risk

To improve the Bank’s credit risk system, credit policy

has focused on single client or single company credit limits

and the Bank has formulated loan limits for different indus-

tries. In managing credit business, the Bank focuses on

industrial and economic trends, emphasizing industry out-

looks and improved analysis of enterprise’s cash flows to

ensure our credit evaluations accurately represent each

enterprise’s ability to repay. 

In implementing credit risk monitor, the head office

and the Commercial Regional  Centers have both estab-

lished loan review committees to ensure credit policy and

credit processing up to standard. In reviewing credit pro-

cessing after the decision, the loan review committees will

provide valuable feedback on both company and personal

credit applications for future reference.

1.2 Liquidity risk

Liquidity risk occurs when the maturities of assets and

liabilities are not aligned, so there is a risk of revenues not

covering operating expenses and withdrawals. The Bank’s

liquidity risk management is separated into two main areas:

daily risk management and strategic appraisal. Daily risk

management is covered by the Treasury Division. The con-

trol report of the daily operating details the institution risk

with regard to indicators such as the deposit-withdrawal

ratio, cash flow ratio, maturing funds deficiency ratio, etc.

Strategic appraisal is conducted by the Financial

Management Division, which analyses the Bank’s monthly

NT dollar maturity report, liquidity scenario, to the Bank’s

Asset & Liability Committee. The Bank currently maintains

an optimal liquidity ratio and robust current assets for cover-

ing withdrawals, loan payments to other banks, lending

operations, and other investment projects.

1.3 Market risk

Market risks involve fluctuations in interest rates,

exchange rates, stock prices and commodity prices that may

result in either financial gain or loss. The Bank sets opera-

tion and cut loss procedures in order to regulate trading on

securities, foreign currencies, bonds, commercial papers and

others. The Bank conducts transactions in several financial

instruments, which carry risks associated with the trading of

securities, foreign exchanges, and bonds. The Bank draws

on the overall economic climate, investment environment,
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and market performance as the basis for market assessment

and risk management.

1.4 Interest rate risks

The interest rate risk includes the risks involved with

price adjustment, yield rate adjustment, changes in basis

points and option transactions. The major risk source for the

Bank is price adjustment, which relates to differences in the

maturities and price adjustment of the Bank’s assets, liabili-

ties and off-balance sheet positions, potentially causing the

Bank’s profits and economic value to be affected by interest

rate movements. The Bank’s interest rate risk management

includes an internal assessment of the Bank’s sensitivity to

interest rate movements, through review of the Bank’s oper-

ating and control procedures, and analysis of potential defi-

ciencies between the price adjustments of the Bank’s assets

and liabilities, so that the effect of any interest rate move-

ments can be minimized. Each month, the Financial

Management Division produces a report outlining the sensi-

tivity of the Bank’s assets and liabilities to interest rate

movements, which is reviewed by the Bank’s asset & liabili-

ty management committee to determine effect risk manage-

ment policies.

1.5 Operational risk

Operational risk refers to any risk that might lead to

direct or indirect loss due to inadequate or failed internal

processes, people and/or systems, or from external events.

To secure effective control of its operational risks, the Bank

has placed its auditing division in charge of checking the

risks involved with each project, and makes each depart-

ment responsible for checking the risks involved with its

own operations. The Bank requires strict investigation for

any suspicious projects and, if necessary, makes instant cor-

rections to ensure the safety of the Bank's operations, mini-

mize the risks involved and avoid damages to the Bank's

reputation. In the future, the Bank will gradually develop a

risk control mechanism in accordance with the new stan-

dards of Basel II for more precise evaluation and supervi-

sion of its operational risk so as to assure effective risk con-

trol and adequate fund reserve required.

1.6 Country risk

Country risk refers to the risks faced by the Bank due

to operating activities in various international locations.

Local political, economic and financial factors can all influ-

ence the ability of debtors to repay, leading to the risk of

losses to the Bank. The Bank’s country risk is managed by

the Institutional Risk Division, which set the country risk
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control system based on the Bank’s current level of interna-

tional operations. Currently, the Bank assesses the risk of

individual countries to ensure that international transactions

made within country credit limits. At the same time, the

Bank takes measures to check political, economic and

social factors surrounding transaction recipients, to ensure

the situation is stable and to minimize or eliminate the pos-

sibility of loan losses.

1.7 Capital management policy

As all risk factors can lead to unexpected losses, ade-

quate preparation and capital management is the last line of

defense to ensure that losses can be covered. In accordance

with changing risk factors, the Bank has instigated appro-

priate policies to ensure adequate funds are available to

cover unexpected losses, and to fulfill capital adequacy

requirements set by both the Ministry of Finance and inter-

national guidance.

2 Risk Management Organization Structure
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3 Risk Exposure Breakdown
3.1 Credit diversification

92.12.31
Dec. 31, 2003

11,239,113 10,878,886

1.38 1.43

0.78 0.55

91.12.31
Dec. 31, 2002

Credit extended to
bank-related parties

Ratio of credit extended to
bank-related parties

Ratio of credit with
securities collateral

Date
Items

Credit diversification by sector

Unit :  NT$1,000

Sector

Agriculture, lumber, fishing and livestock

Mineral and land exploration

Manufacturing

Utilities

Construction

Retail and restaurants

Transportation, warehousing and
telecommunications

Finance and real estate

Service industry

Others

Total

-

-

28

1

2

11

6

8

35

9

100

Sector

Agriculture, lumber, fishing and livestock

Mineral and land exploration

Manufacturing

Utilities

Construction

Retail and restaurants

Transportation, warehousing and
telecommunications

Finance and real estate

Service industry

Others

Total

-

-

26

-

2

9

4

6

32

21

100

1. 

2. 

3. 

4. 

Note: 1. Total credit extended includes loans, bills discounted and purchased, receivable acceptances, and receivable guaranteed payments.

2. All credits extended to bank-related parties are in accordance with the rules and regulations of the Banking Law. 

3. The ratio of credit extended to bank-related parties = credit extended to bank-related parties total credit extended.

4. The ratio of credit with securities collateral = credit with securities collateral total credit extended.
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3.2 Non-performing loans (NPL)

92.12.31
Dec. 31, 2003

41,611,655 56,221,091

4.93% 6.97%

91.12.31
Dec. 31, 2002

Non-performing loans

Non-performing loan ratio

Unit :  NT$1,000

Date
Items

1. 

2. 

Note: 1. Non-performing loans (including loans under collection) are calculated based on Ministry of Finance (MOF) regulations,

specified in MOF documents No. 832292834 dated February 16,1994 and No. 86656564 dated December 1,1997 regarding

non-performing loans.

2. NPL ratio = NPL (including loans under collection) total outstanding loans and loans under collection

3.3 Assets and liabilities sensitive to interest rate fluctuations

92.12.31
Dec. 31, 2003

78.12% 77.54%

-253.94% -357.54%

91.12.31
Dec. 31, 2002

Interest rate sensitive assets and liabilities ratio

Interest rate sensitive assets- liabilities gap to
net worth value ratio

Date
Items

3.4 Capital adequacy

92.12.31
Dec. 31, 2003

11.21% 8.35%

1677.80% 2,194.99%

91.12.31
Dec. 31, 2002

Risk-based capital ratio

Debt to equity ratio

Date
Items

1. 

2. 

Note:  1. Interest rate sensitive assets and liabilities ratio interest sensitive assets interest sensitive liabilities (for assets and lia-

bilities maturing in one year or less)

2. Interest rate sensitive assets and liabilities gap interest sensitive assets interest sensitive liabilities

Note:  CAR net capital risk weighted assets. This ratio is calculated in accordance with Article 44 of the Banking Law and the for-

mula specified by the MOF document "Regulations on Bank's Capital Adequacy Ratio," No. 0090345106, dated Oct. 16, 2001. 
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3.5 Diversification of assets denominated in foreign currencies

Unit:  US$10,000

Country

Capital market Money market

Credits TotalSecurities 
purchased

Sub-note 
purchased

Due from other
banks

Call loans to 
banks

Belgium

France

Germany

Italy

Netherlands

Switzerland

U.K.

Sweden

Poland

Russia

U.S.A.

Canada

Panama

Japan

Singapore

H.K.

Korea

Malaysia

Philippines

Vietnam

S. Africa

Others

Total

0 0 9 3,286 1,032 4,327

1,070 0 0 9,500 1,092 11,662

4,585 0 5 7,395 1,145 13,130

753 0 0 2,194 0 2,947

625 0 292 5,689 3,565 10,171

0 0 0 4,500 0 4,500

5,025 0 37 8,446 9,231 22,739

18 0 0 1,694 0 1,712

1,532 0 0 0 0 1,532

500 0 0 0 1,373 1,873

26,722 0 81 1,371 50,732 78,906

0 0 0 4,824 0 4,824

400 0 0 0 5,176 5,576

840 0 7,095 22,047 16,052 46,034

764 0 88 4,997 6,695 12,544

129 0 0 483 1,032 1,644

4,821 0 0 7,499 3,243 15,563

701 0 0 500 3,313 4,514

70 0 0 0 2,094 2,164

0 0 0 0 1,634 1,634

0 0 0 41 2,596 2,637

2,962 298 4 1,596 8,211 13,071

51,517 298 7,611 86,062 118,216 263,704

Note: The table illustrates the sovereign risks of the countries where the Bank's overseas branches and Offshore Banking Branch (OBU) are located. 

92.12.31
Dec. 31, 2003



58 CHB ANNUAL REPORT

3.6 Value of assets and liabilities by maturation

955,075,310 201,516,902 114,892,001 112,481,887 144,849,125 381,335,395 

961,473,292 491,873,229 104,834,570 113,061,524 204,416,043 47,287,926 

(6,397,982) (290,356,327) 10,057,431 (579,637) (59,566,918) 334,047,469 

(290,356,327) (280,298,896) (280,878,533) (340,445,451) (6,397,982)

535,983 189,205 334,451 182,148

565,690 68,023 363,460 73,429

0 0 40,000 2,782

20,000 1,650 0 0

1,637 13,248 0 0

Assets

Liabilities

Gap

Gap accumulated

Unit :  NT$1,000

Item Total volume

Vaolumes during the period prior to the due date

30 days or less to
due date

31-90 days to
due date

91-180 days to
due date

181 days to 1 year
to due date

More than 1 year
to due date

Note:  The table includes only assets and liabilities denominated in New Taiwan Dollar; assets and liabilities denominated in foreign currencies

are excluded.

3.7 Financial derivatives trading

Trading purposes

Forward exchange contracts

Hedging purposes

FX swap contracts

FX and interest rate swap contracts

Non-delivery forward contracts

Asset and interest rate swap contracts

Financial instruments Contract amount

92.12.31   
Dec. 31, 2003

91.12.31   
Dec. 31, 2002

Credit risk amount Contract amount Credit risk amount

92.12.31
Dec. 31, 2003

Note: The Bank's financial derivatives transactions are made mainly for hedging risks, imposing limited influence on profits. The Bank is plan-

ning to promote its intermediate business of derivatives. It will facilitate customers financial planning and hedge, these transactions made

on principle of back-to-back. For the Bank itself, such transactions are mainly for hedging the risks associated with the positions of the

Bank's financial derivatives positions.  

Unit: thousand
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I. IMPORTANT CONTRACTS

New Generation
Mainframe System

Technical Assistance
Engagement
Agreement

Construction plan for
new IT Building 

Contract title Contract firm Period Contents

Unisys Taiwan Ltd.

ING Baring
Institutional &
Government Advisory
Services B.V.

Taisei Corporation
Taipei Office

Continental
Engineering Corp.

90.11.29~93.9.29
Nov. 29, 2001 to 
Sept. 29, 2004

91.3.1~94.2.28
Mar. 1, 2002 to 
Feb. 28, 2005

92.10.6~94.8.5
Oct. 6, 2003 to
Aug. 5, 2005

Upgrade the existing computer system with a new-
generation platform capable of accommodating the
Bank's current operations and future business opera-
tions.

ING provides the techniques needed for the Bank's
restructure, mapping out new operational and mar-
keting strategies. 

The IT building, composed of nine floors and 2 base-
ment floors, will be built to accommodate the servers
and related IT facilities. 

J. PENDING LAWSUITS OR DISPUTES: None.

Chairman Po-Shin Chang, right, and President
Mike S.E. Chang, left, jointly preside over the
Bank's new foreign exchange system online
press conference.
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Operation and Capital Investment Plans

A.  MAJOR OPERATIONAL TARGETS FOR 2004
1. Deposits: NT$955.6 billion

2. Loans: NT$780 billion

3. International banking: US$71 billion.

4. Securities brokerage transaction volume: NT$100.8 

billion.

5. Trust (Mutual Funds): NT$38.5 billion

6. Credit cards (Transaction Amount): NT$10.1 billion

B. PLANS TO SELL OR PURCHASE REAL
ESTATE PROPERTIES AND / OR OTHER
LONG-TERM INVESTMENTS IN 2004

1. Planned Real Estate Purchases

The Bank plans to build the new IT building with a

budget of NT$790,000,000 ( A budget of  NT$ 533,280,000

in 2002, and NT$256,720,000 in 2004, totaling

NT$790,000,000.)

2. Planned Real Estate Sales
The Bank proposes to sell 17 pieces of land in Taichung

City, at a book value of NT$78,916,000.

3. Long-term Investment Plans    
A budget of NT$2,485.9 million will be allocated for

new investment projects and funding long-term investments.

C. PLANS FOR CAPITAL INVESTMENT
AND UTILIZATION

1. Fixed Asset Development, Improvement and

Expansion Plans, Source of Capital, and

Targeted Outcomes
A budget of NT$1,628.9 million is earmarked for

fixed asset development, improvement and expansion

plans. The allocated fund includes NT$0.3 million for

land lots, NT$259.1 million for housing units and build-

ings, NT$997.1 million for machinery and equipment,

NT$70.8 million for communications and transportation

equipment, NT$156.7 million for miscellaneous equip-

ment, and NT$144.8 million for leasing rights improve-

ments. The required capital is sourced from current year

depreciation and the Bank's total net equity over the past

years. The goal for this project is to improve the business

operation environment and administration efficiency as

well as to lift the quality of service, business perform-

ance, and corporate image.
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2. Plans for New Branches
2.1 The Bank plans to set up two branches, one in Nankang

Software Park and the other in An-Nan, and to upgrade

the existing offices of farmers' associations as branches

of the Bank.

2.2 The Bank will upgrade its representative office in

Kunshan, located in Jiangsu province, mainland China,

to full branch status, in order to expand its business in

the mainland and to satisfy the increasing demand from

Taiwan enterprises for better cross-strait financial serv-

ices.

3. Planned Mergers and Acquisitions with Other

Financial Institutions or Reinvestments in

Other Companies: None.

4. Unrealized Plan of Any Previous Issuance of

New Shares or Financial Debentures, or Any

Projected Earnings from Capital Increase

Plans over the Past Two Years: None.

D. RESEARCH & DEVELOPMENT
1. Expenditures of Research & Development

Projects in the Past Two Years

2003     NT$184.6 million

2002     NT$154.5 million

2.  R&D Achievements
2.1 Major R&D projects completed in 2003.

2.1.1 How to bolster marketing strategies with data analysis.

2.1.2 How to tailor the wealth management services for the

VIP clients.

2.1.3 Feasibility of creating the new business for insurance

clients to apply for insurance-backed business.

2.1.4 How to hedge the risks involved with options and struc-

tured products in foreign currency.

2.1.5 Real estate securitization.

2.1.6 Operational risks involved with foreign exchange trans-

actions and internal risk control.

2.1.7 How to apply Balanced Scorecard (BSC) to the assess-

ment of employee performance.

2.1.8 E-learning for the workforce of financial industry.

2.1.9 Strategies for employee development and training.

2.1.10 Insurance Claims Trust.
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2.1.11 The Code of Civil Procedure and its impact on the prac-

tice of debt collections.

2.1.12 Analysis and application of the Bank's database.

2.1.13 How to raise the Bank's profitability through selecting

the right locations for new branches and refurnishing

the existing branches.

2.2 Major R&D projects for 2002. 

2.2.1 Development and application of wireless telecom

services to financial industry.

2.2.2 Financial service networks across the Taiwan strait.

2.2.3 Innovative application of information technology (IT)

in knowledge management.

2.2.4 Development and practice of e-Check business.

2.2.5 Impact of corporate reconstruction on the rights of

banks as creditors.

2.2.6 How to use the Internet to facilitate economic and

financial research.

3. R&D projects for the future
3.1 To pursue revenue growth and healthy financial struc-

ture through strengthening asset/liability management

and flexible cash management.

3.2 To raise assets quality and reduce NPL (non-performing

loans) ratio with a modern risk management and internal

control mechanism. 

3.3 To strictly follow the market segment strategies and to

set the criteria for classifying clients into different

groups and strengthen customer relationship manage-

ment. 

3.4 To apply the advanced information technologies to

develop innovative financial products.

3.5 To catch up with the market trend through developing a

competitive marketing management system.

3.6 To effectively train financial talents and explore the

potentials of existing employees so as to promote the

overall competitiveness of the Bank.

3.7 To continue expanding the Bank's global business net-

work and promote its international businesses. 

3.8 To expand financial domain through strategic alliances.
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Brief Balance Sheets of Recent Five Years
Unit :  NT$1,000

Cash

Due from banks

Due from Central Bank

Marketable securities

Receivables, net

Prepaid expenses and other assets

Loans, bills discounted and purchased, net

Long-term equity investments

Property and equipment, net

Other assets

Deposits accepted and remittances payable

Due to Central Bank and banks

Year
Items

92.12.31
Dec. 31, 2003

91.12.31
Dec. 31, 2002

90.12.31
Dec. 31, 2001

89.12.31
Dec. 31, 2000

88.12.31
Dec. 31, 1999

34,248,029 29,583,858 59,457,168 37,817,281 25,941,877

112,960,971 71,332,979 98,102,200 62,349,774 69,264,070

182,212,345 152,546,231 31,655,011 39,765,868 38,412,670

52,078,111 63,728,432 76,392,553 80,397,313 113,365,401

32,122,989 19,020,946 19,036,150 19,183,530 21,112,051

10,284,823 11,027,804 2,542,296 2,439,379 2,563,968

770,665,879 721,698,822 735,545,333 741,433,098 685,826,790

12,097,640 9,554,346 10,477,707 8,491,957 8,697,935

25,194,736 25,061,700 25,115,363 21,774,690 21,768,964

88,289,806 98,413,228 104,942,673 87,340,001 83,004,918

954,632,184 915,010,325 898,270,687 824,107,208 778,825,947

219,409,286 169,321,294 147,455,091 153,087,451 168,100,447

Payables

Advance collections

Long-term & other liabilities

( )
Capital including preferred stock

Capital surplus

Retained earnings

Unrealized loss on valuation of long-term investments

Translation adjustments

Total assets

Total liabilities

Total shareholders' equity

Before distribution 37,128,536 28,793,297 23,925,188 33,206,736 38,430,247
After distribution (note)1 28,793,297 24,968,311 34,319,561 41,419,214

Before distribution 49,594,756 36,094,756 35,356,134 34,251,316 29,491,781
After distribution (note)1 36,094,756 36,094,756 35,356,134 32,751,316

Before distribution 21,340,112 25,916,041 26,424,658 23,493,252 21,347,846
After distribution (note)1 15,973,820 26,018,384 23,493,252 18,988,504

Before distribution 2,942,341 (9,942,221) 15,989,161 16,256,926 17,798,251
After distribution (note)1 (note)2 14,613,690 14,039,283 13,909,091

Before distribution 1,245,897,550 1,149,594,795 1,085,410,426 1,026,894,256 1,001,209,136
After distribution (note)1 1,149,594,795 1,086,453,549 1,028,007,081 1,004,198,103

Before distribution 74,257,779 52,373,551 77,856,028 74,098,635 68,749,508
After distribution (note)1 52,373,551 76,812,905 72,985,810 65,760,541

448,207 604,544 286,979 670,471 506,912

34,279,337 35,865,335 15,472,481 15,822,390 15,345,583

- - (52,767) - -

380,570 304,975 138,842 97,141 111,630

1,320,155,329 1,201,968,346 1,163,266,454 1,100,992,891 1,069,958,644

1. 

2. 

Notes: 1. The figure still must be approved at the annual shareholders' meeting.

2. The losses in 2002 were covered by capital reserve, legal reserve and special reserve.

Financial Statement
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Brief Income Statements of Recent Five Years
Unit:  NT$1,000

*

Note *The figure still must be approved at the annual shareholders' meeting.

Net Assets Per Share, Earnings, Dividends and Market Price Per Share

Parent Company and Subsidiary's Consolidated Financial Statements: None.

FY

Items

38,360,177 47,9234,515 62,627,533 69,873,362 67,727,073

8,152,913 (20,492,788) 15,940,258 16,757,196 18,826,874

(3,005,467) (31,967,693) 4,247,525 5,184,911 6,758,198

6,507,710 (952,682) (1,707,864) (1,586,798) (1,617,920)

3,502,243 (32,920,375) 2,539,661 3,598,113 5,140,278

2,942,34 (24,658,254) 1,949,878 2,352,583 4,208,925

0.72 (7.23) 0.46 0.65 1.22

92
FY 2003

91
FY 2002

90
FY 2001

89
FY 2000

88
FY 1999

Notes:Retroactively adjusted earnings per share (Earnings per share based on weighted average number of the outstanding shares after retroactive 

recognition to stock dividends issued) 

Total operating revenues

( )
Gross profit (loss)

( )
Operating profits (loss)

( )
Non-operating income (or expense)

Income (loss) before income tax

Net income (loss)

( )
EPS (NT$)

U n i t :  N T $

Net assets per share of common stock

Net assets per share of preferred stock

EPS of common stock

Dividends

Market price per share

FY
Items

92
FY 2003

Before distribution 14.19 13.40

After distribution - 13.40 

Before distribution 45.03 42.44 

After distribution 40.00 40.00 

Average outstanding stock 3,571,975,600 3,459,475,600 

( ) EPS (before tax) 0.88 (9.62)

Cash dividend *0 -

Stock dividend *0 -

Highest 19.70 21.80 

Lowest 14.20 11.20 

Average 16.12 16.54 

91
FY 2002
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Financial Analysis

( )
Debt to assets ratio (%)

( )
Deposits on equity ratio (%)

( )
Fixed assets to net worth ratio (%)

( )
Liquidity reserve ratio (%)

( )
Loans to deposits ratio (%)

( )
Overdue ratio (%)

( )
Total assets turnover (times)

( )
Average operating revenue per employee (NT$1,000)

( )
Average after-tax income per employee (NT$1,000)

ROA (%)

ROE (%)

( )
Ratio to issued capital stock

( )
Net income to total revenues (%)

( )
EPS (NT$)

( )
Cash flows to dividends and expenditures(%)

FY
Items

92
FY 2003

91
FY 2002

88
FY 1999

90
FY 2001

89
FY 2000

Financial structure

Liquidity

Operating ability

Profitability

Cash flows

Capital adequacy ratio (risk-based capital ratio)

The ratio of related party secured loan of total loan

Notes: 
1. In accordance with R.O.C. SFAS No.28, unnecessary classified as current or non-current 

items.
2. Formulas of above financial analysis are as follows:

(1) Financial structure
1 Debt to assets ratio=total liabilities/total assets
2 Deposits on equity ratio=deposits/equity
3 Fixed assets to net worth ratio=net fixed assets/equity

(2) Liquidity
Liquidity reserve ratio=current assets as prescribed by the CBC/deposits for which are 
required to provide current reserves

(3) Operating ability
1 Loans to deposits ratio=total loans/total deposits
2 Overdue ratio=(loans overdue +other overdues)/total loans
3 Total assets turnover=net operating revenue/total assets
4 Average operating revenue per employee=net operating revenue/number of employees
5 Average after-tax income per employee=after-tax income/number of employees

(4) Profitability
1 ROA=Net income/Average of total assets
2 ROE=Net income/Average of total stockholders' equity
3 Gross profit to capital ratio=Gross profit/Capital issued
4 EBIT to capital ratio=EBIT/Capital issued
5 Net income to total revenues=Net income/Total revenues
6 EPS=(Net income preferred stock dividend)/Average weighted outstanding stock

(5) Cash flows:
Cash flows to dividends and expenditures=Sum of recent 5-year's cash flows from 
operating  activities / Sum of recent 5-year's capital expenditures and cash dividends

(6) Capital adequacy ratio (Risk-Based Capital Ratio)=Net Capital Risk Weighted Assets
(7) The ratio of related party secured loan of total loan=Related Party Secured Loan 

Total Loan
(8) The fiscal year was changed to the calendar year starting Jan. 1, 1999.

94.38 95.64 93.31 93.27 93.57

1,284.59 1,745.79 1,152.90 1,111.08 1,132.85

33.93 47.85 32.26 29.39 31.66

24.62 23.34 12.33 10.81 12.63

77.97 80.91 85.66 89.57 88.21

4.93 6.97 8.98 6.85 6.25

0.03 0.04 0.05 0.06 0.06

6,617 8,420 10,218 11,470 11,085

508 (4,332) 318 386 689

0.23 (2.09) 0.17 0.22 0.41

4.65 (37.87) 2.57 3.29 6.31

(6.06) (88.57) 12.01 15.14 22.92

7.06 (91.21) 7.18 10.51 17.43

7.67 (51.45) 3.11 3.37 6.21

0.72 (7.23) 0.46 0.65 1.22

404.16 275.25 205.66 263.77 264.51

11.21 8.35 9.10 9.08 9.17

1.38 1.43 1.85 2.11 2.24

Gross profit to capital(%) 

EBIT to capital(%)
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Chang Hwa Commercial Bank, Ltd.:

We have audited the accompanying balance sheets of Chang Hwa Commercial Bank, Ltd. (the “Bank”) as of

December 31, 2003 and 2002, and the related statements of income, changes in shareholders' equity and cash flows

for the years then ended.  These financial statements are the responsibility of the Bank's management.  Our responsi-

bility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with “Guidelines for Certified Public Accountants' Examinations of and

Reports on Financial Statements of Financial Institutions” and generally accepted auditing standards in the Republic

of China.  Those standards and guidelines require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free from 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 provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial

position of Chang Hwa Commercial Bank, Ltd. as of December 31, 2003 and 2002, and the results of its operations

and its cash flows for the years then ended, in conformity with the Standards for the Preparation of Financial

Statements of Public Companies and generally accepted accounting principles in the Republic of China.

As mentioned in Note F to the financial statements, Central Bills Finance Corporation's capital reduction caused

Chang Hwa Commercial Bank, Ltd. to recognize a long-term equity investment loss of NT$996,848, representing

3.03% of loss before income tax for the year ended December 31, 2002.

Diwan, Ernst & Young

February 24, 2004

Independent Auditors' Report

Diwan, Ernst & Young

9th Floor

International Trade Bldg.

Taipei World Trade Center

333 Keelung Rd., Sec. 1

Taipei 110, Taiwan, R.O.C.

Phone: (02)2720-4000
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Chang Hwa Commercial Bank, Ltd.

Balance Sheet

December 31, 2003 and 2002

92.12.31
December 31, 2003

91.12.31
December 31, 2002

Assets Amount % Amount %

( ) Cash (Note 3) $34,248,029 3 $29,583,858 2

( ) Due from banks (Notes C, Q and T) 112,960,971 9 71,332,979 6

( ) Due from Central Bank (Note C) 182,212,345 14 152,546,231 13

( ) Marketable securities, net (Notes D) 52,078,111 4 63,728,432 5

( ) Receivables, net (Note E and T) 32,122,989 2 19,020,946 2

Other financial assets 1,154,226 - 1,553,037 -

( ) Deferred tax assets, net (Note O) 8,870,242 1 9,170,023 1

Prepaid expenses 260,355 - 304,744 -

( ) Loans, bills discounted and purchased, net (Notes E, Q and T ) 770,665,879 58 721,698,822 60

( ) Long-term investments, Net (Notes F and U)

Equity investment

Equity investment under equity method 15,852 - 8,621 -

Equity investment under Cost method 9,181,256 1 9,545,440 1

Long-term debt investments 1,600,247 - -   -

Other long-term investments 1,300,285 - 285 -

12,097,640 1 9,554,346 1

( ) Property and equipment, net (Notes G)

( ) Land (revaluation included) 18,252,752 1 18,248,824 2

( ) Buildings (revaluation included) 6,857,677 1 6,808,985 1

Machinery and equipment 2,551,448 - 2,546,006 -

Transportation vehicles 659,384 - 673,966 -

Miscellaneous 1,365,491 - 1,388,497 -

Leasehold improvements 532,311 - 555,777 -

Total cost 30,219,063 2 30,222,055 3

Less : accumulated depreciation (6,057,785) - (5,945,669) (1)

24,161,278 2 24,276,386 2

Construction in progress 944,158 - 517,124 -

Prepayments for buildings and land 89,300 - 268,190 -

25,194,736 2 25,061,700 2

( ) Non-operating assets, net (Note G) 4,119,236 - 4,135,109 -

( ) Other assets, net (Note E, H and U ) 84,062,757 6 94,274,369 8

( ) Deferred tax assets, net (Note O) 107,813 - 3,750 -

Total $1,320,155,329 100 1,201,968,346 100
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Uni t :  NT$1,000

92.12.31
December 31, 2003

91.12.31
December 31, 2002

Due to Central Bank $50,620 - $2,849,518 1

( ) Due to banks (Notes I, Q and T) 219,358,666 16 166,471,776 14

( ) Payables (Note J) 37,128,536 3 28,793,297 2

Advance collections 448,207 - 604,544 -

( ) Deposits accepted and remittances payable (Notes J, Q and T) 954,632,184 72 915,010,325 76

( ) Subordinated debentures(Note K) 20,000,000 2 20,000,000 2

Financing from Central Bank and other banks 540,468 - 2,532,011 -

( ) Reserve for land revaluation increment tax (Note G) 9,394,756 1 9,442,448 1

( ) Accrued pension liability (Note L) 1,752,225 - 1,446,536 -

Provisions for guarantee and security trading losses 655,837 - 596,019 -

Other liabilities 1,936,051 - 1,848,321 -

Total liabilities 1,245,897,550 94 1,149,594,795 96

( ) Shareholders' equity (Note M)

48,094,756 4 34,594,756 3

1,500,000 - 1,500,000 -

49,594,756 4 36,094,756 3

Capital surplus

Additional paid in capital 16,695,690 2 21,222,054 2

Revaluation increments reserve 4,644,422 - 4,644,422 -

Donated assets received -    - 49,565 -

21,340,112 2 25,916,041 2

Retained earnings (deficit)

Legal reserve -    - 11,614,113 1

Special reserve -    - 2,991,876 -

-    - 14,605,989 1

Unappropriated retained earnings (deficit) 2,942,341 - (24,548,210) (2)

Translation adjustments 380,570 - 304,975 -

Total shareholders' equity 74,257,779 6 52,373,551 4

( ) Commitments and contingent liabilities (Note R)

Total $ 1,320,155,329 100 1,201,968,346 100

Liabilities and shareholder's equity Amount % Amount %

Capital

Common stock, $10 par value.

Authorized 6,350,000,000 shares and 3,459,475,600

shares in 2003 and 2002, respectively.

Issued 4,809,475,600 shares and 3,459,475,600

shares in 2003 and 2002, respectively.

Preferred stock, $10 par value.

Cumulative, non–participating , authorized and

issued 150,000,000 shares both in 2003 and 2002.
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Earnings per share (in NT$)(Note P)

- Earnings (loss) per common share as reported NT$  0.88 NT$ 0.72 NT$ (9.62) NT$(7.23)
Income before income tax

Statement of Income

For the Years Ended December 31,2003 and 2002

Interest income $32,532,490 85 43,772,163 92
Service income 2,534,076 7 2,125,591 5
Brokerage income 100,961 - 106,472 -
Gains on sale of marketable securities, net 2,054,787 5 677,656 1
Gains on sale of marketable securities, net 259,704 1 -    -
Gains on long-term equity investment, net 11,362 - 6,378 -
Foreign exchange gains,net 379,018 1 1,050,850 2
Recovery of provision for decline in fair market valve of 251,068 1 -    -
marketable securities
Other operating revenues 1,675 - 9,107 -
Dividend revenues 235,036 - 186,298 -

Total operating revenues 38,360,177 100 47,934,515 100
Operating costs

Interest expenses 13,700,110 36 21,481,824 45
Service charges 227,410 - 210,964 -
Reserve for losses on sale of marketable securities 48,177 - 67,751 -
Brokerage charges 7,280 - 41,311 -
Losses on sale of marketable securities, net -    - 84,612 -
Losses on long-term equity investments, net -    - 996,848 2
Provisions 15,858,129 42 45,268,702 95
Cash transferring expenses 13,428 - 17,419 -
Provision for decline in fair market value of -    - 251,068 1
marketable securities

( ) Other operating costs(Note F) 352,730 1 6,804 -
Total operating costs 30,207,264 79 68,427,303 143

Gross profit (loss) 8,152,913 21 (20,492,788) (43)
Operating expenses

Business and administrative expenses 10,955,477 29 11,304,015 24
Other operating expenses 202,903 - 170,890 -

11,158,380 29 11,474,905 24
Operating loss (3,005,467) (8) (31,967,693) (67)
Non-operating income

Gains on sale property and equipment 1,562 - 1,050 -
( ) Miscellaneous income(Note E and T) 6,705,807 17 978,746 2

6,707,369 17 979,796 2
Non-operating expenses

Losses on disposal of property and equipment 2,215 - 7,740 -
( ( )) Miscellaneous expenses (Note B-13) 197,444  - 1,924,738 4

199,659 - 1,932,478 4
Income (loss) before income tax 3,502,243 9 (32,920,375) (69)
Credit (provision) for income tax (Note O) 559,902 2 (8,262,121) (18)
Net income(loss)$ NT$ 2,942,341 7 NT$(24,658,254) (51)

Amount Amount

92.1.1-92.12.31
Jan.1, 2003-Dec.31, 2003

91.1.1-91.12.31
Jan.1, 2002-Dec.31, 2002

Uni t :  NT$1,000

Chang Hwa Commercial Bank, Ltd.

% %

Operating revenues

Income before income taxNet Income Net Income
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Statement of Changes in Shareholders' Equity

$33,856,134 1,500,000 21,628,328 102,343 4,644,422 49,565 10,998,447 2,939,109 2,051,605 (52,767) 138,842 77,856,028
Balance as of January 1, 2002

Appropriation of retained earnings:

-    -    -    -    -    -    584,963 -    (584,963) -    -   -    
Legal reserve

- - - - - - - - (366,000) - - (366,000)
Cash dividend to preferred shareholders

- - - - - - - - (677,123) - - (677,123)
Cash dividend to common shareholders

- - - - - - - 52,767 (52,767) - - -    
Special reserves

( ) 61,499 - - - - - - - (61,499) - - -    
Employee stock bonus

677,123 - (406,274) - - - - - (270,849) - - -    
Capital surplus and retained earnings 
transferred to capital

- - - (102,343) - - 30,703 - 71,640 - - -    
Capital surplus transferred to retained earnings

- - - - - - - - (24,658,254) - - (24,658,254)
Net loss for year 2002

- - - - - - - - - - 166,133 166,133
Adjustment of exchange rate fluctuation

- - - - - - - - - 52,767 - 52,767
Reversal of unrealized loss in valuation 
of long-term investments

34,594,756 1,500,000 21,222,054 - 4,644,422 49,565 11,614,113 2,991,876 (24,548,210) - 304,975 52,373,551
Balance as of December 31, 2002

Appropriation of retained earnings:

- - - - - - (11,614,113) - 11,614,113 - - -    
Legal reserve offset operation loss

- - - - - - - (2,991,876) 2,991,876 - - - 
Special reserves offset operation loss

- - (9,892,656) - - (49,565) - - 9,942,221 - - -    
Capital surplus offset operation loss

13,500,000 - 5,366,292 - - - - - - - - 18,866,292   
Issuance of common stock for cash

- - - - - - - - 2,942,341 - - 2,942,341
Net income for year 2003

- - - - - - - - - - 75,595 75,595   
Adjustment of exchange rate fluctuation

$48,094,756 1,500,000 16,695,690 - 4,644,422 - - - 2,942,341 - 380,570 74,257,779
Balance as of December 31, 2003

Capital Capital surplus Retained earnings

( ) Unrealized loss Cumulative foreign Total
Common stock Preferred Additional paid Gain on sale Revaluation Donated assets Legal reserve Special Unappropriated on valuation of currency shareholders'

stock in capital of property increment received reserve earnings(deficit) long-term translation equity
reserve investments adjustments

For the Years Ended December 31,2003 and 2002

Chang Hwa Commercial Bank, Ltd.

Uni t :  NT$1,000



CHB ANNUAL REPORT72

Chang Hwa Commercial Bank, Ltd.

Statement of Cash Flows

For  the Years Ended December  31,  2003 and 2002

Cash flows from operating activities:

Net income (loss) $2,942,341 (24,658,254)

Adjustments to reconcile net income (loss) to net cash

provided by operating activities:

Depreciation and amortization 643,533 2,302,129

Provision for loan and other losses 15,849,614 45,268,702

Reserves for contingencies 59,818 70,573

Provision for valuation loss on collaterals and residuals taken over 27,000 15,000

( ) (Recovery of) provision for decline in fair market value of marketable (251,068) 251,068

securities

Investment loss under the equity method, net (11,362) 990,470

Cash dividends from investee's company under equity method 6,199 - 

Long-term investment realized loss 351,752 - 

Losses on sale and disposal of assets 4,554 28,498

Increase in receivable on forward contracts for trading purposes (9,025,034) (389,697)

( ) (Increase)decrease in acceptances receivable (907,388) (2,194,357)

Decrease in receivables (3,211,290) 2,507,717

Decrease in prepaid expenses 443,199 138,201

( ) Increase (decrease) in payable on forward contracts for 9,068,148 (501,637)

trading purposes

( ) Increase (decrease) in acceptances 981,464 2,249,423

( ) Increase (decrease) in collection for customers 166,617 81,083

( ) Increase (decrease) in payables (1,691,266) 2,998,493

( ) Increase (decrease) in advance collections (156,336) 317,565

Increase in accrued pension liabilities 305,690 305,543

Increase in deferred tax assets 195,718 (8,574,272)

Net cash provided by operating activities 15,791,903 21,206,248

Cash flows from investing activities:

Increase in reserve due from Central Bank (48,059,323) (97,171,963)

( ) (Increase) decrease in marketable securities 11,669,886 (7,350,480)

( ) Increase in loans, bills discounted and purchased" (54,110,707) (5,242,949)

( ) Increase (decrease) in receivable on non-trading purpose forward contracts 1,309 (68,112)

Increase in long-term equity investments (2,934,609) (18,116)

Purchase of property and equipment (776,767) (944,969)

Proceeds from sale of property and equipment and other assets 565,259 104,813

Increase in other assets (1,082,427) (20,987,801)

( ) Increase (decrease) in payable for non-trading purpose forward contracts (189,724) 40,747

Net cash used in investing activities (94,917,103) (131,638,830)

92.1.1-92.12.31
Jan.1, 2003-Dec.31, 2003

91.1.1-91.12.31
Jan.1, 2002-Dec.31, 2002

Uni t :  NT$1,000
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Cash flows from financing activities:

Increase in due to Central Bank and other banks 50,087,992 21,866,203

Increase in deposits accepted and remittances payable 39,621,859 16,739,638

Decrease in financing from Central Bank and other banks (1,991,543) (367,629)

Payment of cash dividends and compensation to directors and -    (1,043,123)

supervisors

Issue subordinated debentures -    20,000,000  

Increase in other liabilities 87,730 380,778

Increase capital by cash 18,866,292 -    

Net cash provided by financing activities 106,672,330 57,575,867

Effect of foreign currency translation on cash balances 120,320 169,907

( ) Net increase (decrease) in cash and cash equivalents 27,667,450 (52,686,808)

Cash and cash equivalents, beginning of year 122,955,593 175,642,401

Cash and cash equivalents, end of year $150,623,043 122,955,593

Supplemental information on cash flow:

Interest paid $15,046,210 23,702,032

Income tax paid $364,184 334,012

Cash and cash equivalents:

Cash $34,248,029 29,583,858 59,457,168

Due from banks 106,373,839 66,268,251 87,177,271

Due from Central Bank 9,978,107 26,848,913 8,989,858

23,068 254,571 20,018,104

Investment securities $150,623,043 122,955,593 175,642,401

92.12.31
Dec.31, 2003

91.12.31
Dec.31, 2002

90.12.31
Dec.31, 2001
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65 ,000 ,000

48 ,094 ,756

1,500,000

( )

( )

( )

( )

( )

5 ,797

( )

( )

A. ORGANIZATION AND BUSINESS SCOPE
On March 1, 1947 Chang Hwa Bank, Ltd. (the Bank)

was incorporated under Taiwan Company Law, Banking

Law and Securities and Exchange Law, and was formerly

known as the Chang Hwa Bank, which was founded in

1904.  As of December 31, 2002, the Bank's total capital

of common stocks amounted to NT$48,094,756 and pre-

ferred stocks amounted to NT$1,500,000.  The Bank's

capital of common stocks and preferred stocks is listed

and traded on the Taiwan Stock Exchange.

The Bank was established pursuant to the Banking

Law to engage in:

1. all  commercial banking operations allowed by the

Banking Law;

2. trust operations;

3. international banking operations;

4. overseas branch operations authorized by the respective

foreign governments; and

5. other operations as authorized by the central authority.

The Bank's headquarter is in Taichung City, Taiwan.

As of December 31, 2003, the head office had Business

Department, and Trust Division, 166 domestic branches,

an offshore banking branch, five agents conducting secu-

rities brokerage activities, seven overseas branches, and a

representative office in China.

As of Decemebr 31 2003, the Bank had employees

amounted to 5,797 persons.

B. SUMMARY OF SIGNIFICANT ACCOUNT-
ING POLICIES 

The Bank prepares its financial statements in accor-

dance with "Guideline Governing the Preparation of

Financial Reports by Security Issuers" and generally

accepted accounting principles in the Republic of China.

The significant accounting policies are summarized as

follows:

1. General Accounting Policies 

The Bank's financial statements are prepared in con-

formity with generally accepted accounting principles in

the Republic of China.

The Bank was a government-owned enterprise as of

December 31, 1997.  As prescribed by the Budget Law,

the fiscal year of the Bank commences on July 1 and

ends on June 30 of the following year.  The shareholders

of the Bank in a special shareholders' meeting held on

[Amounts (except per share) are expressed in thousands of New Taiwan
dollars or other specified currency, unless otherwise stated]
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3.

March 21, 1998 approved a resolution to change the

Bank's fiscal year end to December 31, starting in 1999.

2. Basis of Financial Statements 

The financial statements include the accounts of the

head office, all domestic and overseas branches, offices

and the offshore banking branch.  All major intra-office

account balances and transactions have been eliminated.

Some accounts of balance sheet and statements of

income of the year 2002 have been reclassified according

to the presentation of the year 2003 financial statements.

The effects of such reclassification to the financial state-

ments are immaterial to the financial statements.

3. The Use of Estimates 

The Bank's financial statements are prepared in

accordance with generally accepted accounting principles

in the Republic of China.  The management needs to

make some estimates and assumptions that may affect the

amount of assets, liabilities, revenues and expenses as

well as the disclosures of contingent items. Actual out-

comes might differ from estimates and assumptions.

4. Cash Equivalents 

Cash equivalents represent all highly liquid debt

instruments near maturity whose value is insignificantly

affected by interest rate fluctuations, including negotiable

certificate of deposits,  commercial paper, banker's

acceptances and due from banks with a maturity of three

months or less.

5. Marketable Securities 

Marketable securities are stated at the lower of cost

or fair market value.  The fair market value for listed

equity securities is the average closing price for the last

month of the reported accounting period.  Unlisted secu-

rities' equivalent market price is the latest settlement

price at the end of the fiscal year.  The market value of

open-ended mutual funds is measured by the net asset

value of the mutual fund on the balance sheet date. Any

premiums or discounts on bonds are amortized using the

straight-line method over their remaining terms.

Upon disposition, the costs of banker's acceptances

and commercial paper are calculated based on the specif-

ic identification method; the costs of the other securities
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are determined based on the moving-average method.

Transactions related to the repurchase and resale of

bonds and commercial bills are recorded using the trad-

ing method or financing method, depending on the nature

of the transaction.

6. Bills Purchased & Discounted and Loans (including non-

accrual loans) 

Bills purchased & discounted and loans are recorded

at the amount of principal outstanding with relevant

interests recognized.  However, interests should be

stopped accumulating if 

6.1 loans are due for over 6 months, and transferred to

non-accrual loans with relevant interests.

6.2 loans are due within 6 months, and transferred to

non-accrual loans with relevant interests due to  the

sale of related collateral.

6.3 when there are postponement or modification of the

credit terms for the debtors, the Bank agrees to

receive partial interests and the rest of interests are

stopped accumulating.

The interests during the stopped accumulating period

are not recognized until realized.

7. Allowance and Write-off of Doubtful Accounts 

The allowance is determined by evaluating the col-

lectibility of the outstanding balances of various loans

and receivables at the balance sheet date.  The allowance

for overdue and non-accrual loans is determined by the

extent of the amount unrecoverable.

According to "Rules for Bank Assets Evaluation,

Loss Reserve Provision, and Disposing of Overdue

Loans, Non-accrual Loans and Bad Debts" issued by the

Ministry of Finance, the Bank writes off the uncollectible

loans from the allowance for doubtful accounts or reserve

for guarantee liabilities after the board of directors'

approval.  If the allowance is not enough to write off the

bad debt, the Bank will recognize losses in the current

period.

Changes in the operating and financial performance

of customers and general economic conditions of the

market may have an impact on the debtors' ability to

repay their loans, and uncertainties related to the future

realization of collateral values may cause the ultimate

losses to be different from the amounts presently estimat-
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ed and provisioned.

8. Long-term Investments 

8.1 Long-term equity investments

Investments in shares of listed public companies

where the Bank's ownership is less than 20% of the

investees' voting shares are stated at the lower of cost or

fair market value.  Unrealised loss on valuation of long-

term investments is presented as an equity deduction.

Investments in shares of non-listed companies are stated

at cost.  Stock dividends received are treated as an

increase in the number of shares held, and not recorded

as investment income.  When the fair market value of the

investment declines and the chance of recovery is remote,

the Bank adjusts its book value to the new fair market

value and recognizes an investment loss.

Investments in which the Bank owns over 20% but

less than 50% of the common stock of an investee, or

where the Bank exercises a significant influence over the

investees' operations, are accounted for under the equity

method.  The difference between the acquisition cost and

the underlying net equity of the investee is amortized

over five years.  When the investee has a different

accounting period, the equity in net earnings or losses of

such investee is computed proportionally based on the

latest annual financial statements available.

The financial statements of majority-owned sub-

sidiaries (more than 50%) are consolidated into the

Bank's financial statements at the end of each fiscal year,

with the exception of those subsidiaries whose total

assets and revenues do not exceed 10% of the Bank's

total assets and revenues respectively.  However, if the

total  assets  or  operat ing revenues of  al l  excluded

investees exceed 30% of the corresponding accounts of

the Bank, then each such excluded investees whose total

assets or operating revenues exceed 3% of the correspon-

ding accounts of the Bank shall be included in the con-

solidated financial statements.  The investees shall be

included in the consolidated financial statements until the

percentage of all excluded investees decreases to less

than 20%. As of December 31, 2003 and 2002, the Bank

was not required to prepare the consolidated financial

statements.

The unreal ized gain and loss from the trading

between the Bank and it 's significant investees are
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deferred.  If the gain or loss is related to depreciation or

amortization, then it will be recognized according to the

effective years.  Other gain or loss is recognized in the

year when it is realized.

The cost of investments sold is determined by the

moving-average method.  Any gain or loss is reflected as

a gain or loss on investments.

8.2 Long-term debt investments

Long-term debt investments are stated at acquisition

cost. Any premiums or discounts on bonds are amortized

using the straight-line method over their remaining terms.

9. Property, Equipment, and Rental Real Estate 

Property, equipment and rental real estate are stated

at cost plus a revaluation increment.  Major renewals,

additions and improvements are capitalized.  Gain or loss

on disposal of property and equipment is recorded as

non-operating income or expenses.

Depreciation is provided on the straight-line basis

over the estimated useful lives of the respective assets.

Revaluation increments are depreciated on the same basis

over the remaining useful lives at the revaluation dates.

When the Bank continuously uses property and equip-

ment beyond their estimated useful lives, the depreciation

for such assets is calculated by writing off the residual

value of the asset using the straight-line method over the

remaining estimated useful life of the asset.

10. Collateral and Residuals Taken Over 

Collateral and residuals taken over are recorded at

cost, and stated at the lower of cost or fair market value

method on the balance sheet date.

11. Deferred Charges 

Deferred expenses represent the installation charges

of telephone and electricity, etc. and are amortized on a

straight-line basis over a period of five years except for

employee benefits which are amortized over ten years.

12. Subordinated Debentures 

In order to enhance capital adequacy ratio and to

raise medium to long term operating funds, the board of

directors approved the issuance of subordinated deben-

tures on August 22, 2001. The issuance is approved by
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the Ministry of Finance on January 8, 2002. Total amount

issued is NT$20,000,000. Interest rates payable for each

term depend on the market condition at the time of

issuance and can be either fixed or floating. The Bank

has issued the first term of the NT$20,000,000 subordi-

nated debentures on March 15,  2002 as originally

planned, with tenure ranging from 5 to 10 years. The sub-

ordinated debentures have been fully subscribed and are

recorded at face value.

13. Pension Benefits and Severance Benefits 

The Bank was privatized on January 1, 1998.  In

accordance with "Regulations of State-Run Enterprises

Transformed into Private-Held Companies", employee

service compensation cost was calculated as of December

31, 1997 based on service years and additional one month

salary of the employees who have decided to retire.  The

compensation cost, after deducting pension fund and

accrued pension liability, is recorded as deferred employ-

ee service compensation amounted to NT$8,986,510 and

amortized over a period of 5 years in accordance with the

approval of the Taiwan Provincial Government.  Deferred

employee service compensation is amortized from year

1998 to year 2002 on a straight-line basis.  The amounts

of amortization (recorded under non-operating expenses)

is NT$1,734,071 for years 2002. 

Effective from year 1998, the Bank adopted employ-

ee benefit regulations in accordance with the ROC Labor

Standard Law.  The measurement date of the Bank's pen-

sion plan was established on the balance sheet date.  The

Bank accrued pension cost and minimum pension liabili-

ty when the accumulated benefit obligation was over the

fair market value of the fund assets.  Prior service cost

and gain or loss on pension plan assets were amortized

on the average remaining service period.

Contributions to Central Trust of China are made

based on 8% of total salaries.  Payments of retirement

benefits to employees will be made from the pension

fund and, if the fund is insufficient, the insufficient bal-

ance will be charged as current operating expenses

14. Allowance for Loss on Guarantee

The allowance for losses on guarantee is determined

by evaluating the potential losses of acceptances, guaran-

tees and letters of credit
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15. Reserve for Accidental Losses

Reserve for accidental losses is provided based on

2% of monthly brokerage income to cover the possible

losses arising from mistakes of securities processing.

The provision for the accidental loss will be adjusted

based on actual incurred losses.

16. Reserve for Default Losses

According to  the "Rules  Governing the

Administration of Securities Firms", 0.0028% of monthly

brokerage income must be provided as a reserve for

defaul ts  unt i l  the balance of  the provision equals

NT$200,000.  Such reserve can only be used to offset

default losses or other purposes as approved by the SFC.

17. Reserve for Losses on Trading Securities

According to  the "Rules  Governing the

Administration of Securities Firms", 10 of the excess

of monthly gains on trading securities over monthly loss-

es should be set aside as a reserve until the balance of the

provision equals NT$200,000.  Such reserve can only be

used to offset actual losses.

18. Foreign Currency Transactions 

The Bank maintains its financial records in New

Taiwan (NT) dollars.  Transactions denominated in for-

eign currencies are recorded in NT dollars at the spot

exchange rate on the date of transaction.  Assets and lia-

bilities denominated in United States (US) dollars as of

the balance sheet date are converted into NT dollars at

the inter-bank spot exchange rate on that date; other for-

eign currencies are converted through US dollar at the

buying rate of the foreign currency exchange market.

The resulting realized and unrealized foreign exchange

gains or losses are included in current operating results.

The assets and liabili t ies of overseas branches

denominated in foreign currency are translated first into

the functional currency at local prevailing exchange rates

and then into NT dollars at regulated exchange rates.

The resulting foreign exchange gains or losses are includ-

ed in the cumulative foreign currency translation adjust-

ments under the shareholders' equity.

Assets and liabilities, which are generated by foreign

currency transactions other than forward contracts, are

converted into NT dollars at the spot rate on the balance
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sheet date.  The resulting foreign exchange gains or loss-

es are included in current operating results.

19. Derivative Financial Instruments 

Assets and liabilities covered by forward currency

exchange contracts, which are not entered into for hedg-

ing purposes, are recorded at the forward rate on the con-

tract-entering date.  On the settlement date, the realized

foreign exchange gains or losses are included in current

operating results.  If the settlement date is after the bal-

ance sheet date, the forward currency exchange contracts

are converted into NT dollars at the forward rate on the

balance sheet date, and the resulting unrealized foreign

exchange gains or losses are included in current operat-

ing results.  The balances of receivables and payables

resulting from forward contracts were offset on the bal-

ance sheet date and the differences were shown as an

asset or liability. 

Swap agreements for foreign currency transactions

were measured by the spot rate when the contracts were

made.  The differences resulting from the changes in

rates between the contract date and spot date were amor-

tized over the contract period.  On the balance sheet date,

the exchange gains or losses, adjusted by local prevailing

exchange rates, are recognized as period gains or losses.

The balances of receivables and payables resulting from

swap agreements were offset on the balance sheet date

and the differences were shown as an asset or liability.

Assets and liabilities covered by forward currency

exchange contracts to meet the cash flow needs of differ-

ent currencies, are recorded at the spot rate on the con-

tract-entering date for short-term purpose.  For long-term

purpose, assets and liabilities are recorded at the forward

rate on the contract-entering date. The differences result-

ing from the changes in rates between the contract date

and spot date were amortized over the contract period

using the straight-line method, and recognized as interest

income or expense.  Interest is calculated at the period

and rate stated in the contract, and recognized as interest

income or expense.

For Option contracts, the premium collected from put

options is recognized as guarantee deposits received  and

the premium paid for call options is recognized as guar-

antee deposits paid.  The values of the option contracts

are evaluated every month according to the market

92.12.31 91.12.31

$7,799,723 7,928,738

20,400,000 16,560,000

5,184,386 4,372,397

863,920 722,723

$34,248,029 29,583,858

92.12.31 91.12.31

$9,881,422 13,477,778

24,404,238 23,287,317

96,685 371,136

147,830,000 115,410,000

$182,212,345 152,546,231

92.12.31 91.12.31

$18,416,161 14,040,306

94,544,810 57,292,673

$112,960,971 71,332,979
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prices, and the difference are recognized as current peri-

od revenues or expenses.  The settlement gains or losses

are recognized as period gains or losses.

Non-delivery Forward (NDF) are recorded at the for-

ward rate on the contract-entering date, and adjusted to

the spot  ra te  on balance sheet  date ,  the resul t ing

exchange gains or losses are recognized as period gains

or losses. The exchange gains or losses resulting from

contract settlements are recognized as period gains or

losses.

Interest rate swap contracts of assets are noted in

memorandum on the contract date according to their

nominal principle.

The obligors have the right to offset receivables and

payables resulting from above forward contracts and

swap agreements to the counterparts if following condi-

tions are met:

(1) payables to each other can be identified, 

(2) financial reporting entities have the right to offset

receivables and payables,

(3) financial reporting entities have the intention to off-

set receivables and payables, and

(4) offsetting can be lawfully executed.

20. Recognition of Interest Income

Interest income is recognized on an accrual basis

except for interest on non-accrual loans.  Such interest on

non-accrual loans is recognized when received.

21. Income Tax 

The Bank adopted Statement of Financial Accounting

Standard No. 22, "Accounting for Income Taxes," effec-

tive in year 1996.  The adoption of such approach

requires the recognition of deferred tax liabilities and

assets for the expected future tax consequences of tempo-

rary differences between the financial reporting basis and

tax basis of assets and liabilities.  Deferred tax assets are

reduced by a valuation allowance if it is likely that some

portion or all of the deferred tax assets will not be real-

ized.

Effective in year 1998, any tax-adjusted retained

earnings, which have not been distributed in the next

year, should be subject to an additional tax of 10% under

the Integrated Income Tax System.  The tax levied should

be listed as income tax expense in the year in which the

1,669,026

1,968,797

( )

( )

92.12.31 91.12.31

$8,320,388 9,211,902

210,743,823 162,270,690

105,246,975 113,119,865

90,926,017 88,925,994

79,441,382 83,557,600

37,740,538 34,745,924

240,537,623 231,784,633

772,956,746 723,616,608

(2,290,867) (1,917,786)

$770,665,879 721,698,822

92.1.1-12.31

$10,103,659 - 2,124,065 12,227,724

15,436,173 - 413,441 15,849,614

(16,971,711) - - (16,971,711)

(14,845) - - (14,845)

$8,553,276 - 2,537,506 11,090,782

91.1.1-12.31

$10,938,811 - 1,940,144 12,878,955

45,084,781 - 183,921 45,268,702

(45,928,634) - - (45,928,634)

8,701 - - 8,701

$10,103,659 - 2,124,065 12,227,724

92.12.31 91.12.31

$8,151,763 10,299,202

17,868,277 16,435,456

3,917,164 5,541,625

6,542,207 10,357,264

892,000 1,200,000

( ) 7,132,064 4,054,258

23,503 503

- 39,550

7,413,164 13,174,194

137,969 2,877,448

52,078,111 63,979,500

- (251,068)

$52,078,111 63,728,432
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4,950,963 6,036,878

6,266,233 595,987

( )

non-distribution decision is made.

Income tax refundable or additional income tax

payable that (a) resulted from the tax authority's exami-

nation of prior years' income tax returns, or (b) represents

the difference between the income tax initially recorded

by the Bank and the income tax finally reported to the tax

authority is deducted or added to the current income tax

of the year the result or difference is known.

The Bank adopted Statement of Financial Accounting

Standard No. 12 "Accounting for income tax credit". The

entire income tax credit from the purchase of equipment,

technology, research and development, human resource

development and investment in shares is recognized and

used fully in the year earned.

22. Commitments and Contingencies 

If losses on commitments and contingencies are con-

sidered probable and can be reasonably estimated, the

losses are recorded in the statement of income for the

current period.  If the amount could not be evaluated rea-

sonably, the facts should be disclosed.

23. Earnings Per Share of Common Stock 

Earnings per share (EPS) are computed as net income

after deducting dividend for preferred stock divided by

the weighted-average number of outstanding shares of

common stock.  The increase in issuance of stock divi-

dends, from retained earnings or capital surplus, is com-

puted retroactively. The dividends for cumulative pre-

ferred stock should be deducted from current net income

before calculating EPS.

24. Preferred Stock 

The Bank's preferred stocks are not participating and

can not vote in Annual General Meeting of common stock-

holders. Preferred stock can not be converted into common

stock. Dividend on preferred stock will be cumulative and

has priority over common stock. Based on the financial

statements, if the Bank does not have earnings or the earn-

ings are not sufficient for distribution, the dividend shall

continue to be accrued and accumulated with interest and

shall have the top priority for payment as soon as the

Bank's earnings become sufficient.

92.12.31 91.12.31

$788,460,510 750,213,043

26,438,417 28,424,581

8,250,657 7,920,137

10,504,084 12,619,139

9,939,788 7,250,687

$843,593,456 806,427,587

$238,147,186 212,915,688

38,069,692 36,537,778

50,560,357 40,473,599

37,348,560 27,854,849

194,167,222 239,035,101

285,300,439 249,610,572

$843,593,456 806,427,587
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C. CASH, DUE FROM BANKS AND DUE
FROM CENTRAL BANK

1. Cash

2. Due from Banks

3. Due from the Central Bank

D. MARKETABLE  SECURITIES

As of December 31, 2003 and 2002, marketable secu-

rities with costs of NT$1,669,026 and NT$1,968,797

respectively, were pledged into the court for legal pro-

ceedings to secure loans.

E. LOAN,BILLS PURCHASED AND DIS-
COUNTED

1. Loan Consist of the Following as of December 31,2003

and 2002

Dec 31, 2003 Dec 31, 2002

Cash on hand NT$7,799,723 NT$ 7,928,738

Certificates of deposit 20,400,000 16,560,000

Notes and checks for clearing 5,184,386 4,372,397

Foreign currencies on hand 863,920 722,723

Total NT$34,248,029 NT$29,583,858

Dec 31, 2003 Dec 31, 2002

Due from other banks NT$18,416,161 NT$14,040,306

Call loans to banks 94,544,810 57,292,673

Total NT$112,960,971 NT$71,332,979

Dec 31, 2003 Dec 31, 2002

Checking and settlement accounts NT$9,881,422 NT$13,477,778

Demand account-reserve deposits 24,404,238 23,287,317

Non reserve deposits 96,685 371,136

Time deposits from central Bank 147,830,000 115,410,000

Total NT$182,212,345 NT$152,546,231

Dec 31, 2003 Dec 31, 2002

Government bonds NT$8,151,763 NT$  10,299,202

Commercial bonds 17,868,277 16,435,456

Funds 3,917,164 5,541,625

Corporate bonds 6,542,207 10,357,264

Trust Funds 892,000 1,200,000

Stocks 7,132,064 4,054,258

Acceptances 23,503 503

Commercial  paper - 39,550

Marketable securities 7,413,164 13,174,194

Treasury notes and others 137,969 2,877,448

52,078,111 63,979,500

Allowance for decline 

in market value of securities - (251,068)

Total NT$52,078,111 NT$63,728,432

92.12.31 91.12.31

( ) - $- 30.00 -
( ) 100 12,697 97.00 8,621

( ) 100 3,155 - -
15,852 8,621

( ) 1.22 $719,264 1.22 719,264
( ) 10.51 2,378,730 10.37 2,378,730

( ) 4.66 140,889 4.66 140,889
( 5%
100,000 ) 102,369 102,369

( ) 15.00 - - -
( ) 5.98 418,507 5.98 418,507

( ) 0.71 1,872,923 0.71 1,872,923
( ) 7.25 96,506 7.25 96,506

9.00 444 9.00 444
( ) 5.00 1,250 5.00 1,250

( ) 9.14 40,812 9.90 40,812
( ) 3.96 5,196 3.96 102,900

( ) 4.95 500,000 4.95 500,000
( ) 6.51 279,418 6.51 299,943

( ) 17.39 - 17.39 278,240
( ) 0.46 300,000 0.46 300,000

( ) 11.35 2,000,000 11.35 2,000,000
( ) 5.70 19,285 5.83 7,000

( 5%
100,000 ) 305,663 285,663

9,181,256 9,545,440
1,600,247 -

( ) - 1,300,000 - -

285 285
1,300,285 285

$12,097,640 9,554,346
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700 5.83 7,000

945 ,000 12 ,285
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2 ,000 1

20,000

97 ,704 254 ,040
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0 . 6 5

51 ,801

59,369

1 0

130,000,000 1,300,000

2. Allowance for Doubtful Accounts

The al lowance for  doubtful  accounts  above

includes receivable, loan, discounts and bills purchased,

and delinquent receivable. 

As of December 31, 2003 and 2002, stopped-accu-

mulating interests on non-accrual loans (see note B-6)

amounted to NT$70,255,022 and NT$82,471,009 respec-

tively.  For the years ended December 31, 2003 and 2002,

stopped-accumulating interest on non-accrual loans

amounted to NT$4,950,963 and NT$6,036,878 respec-

tively.

NT$6,266,233 and NT$595,987 of bad debt has been

received during year 2003 and 2002, and is credited to

the account of "Non-operating income".

Concentrations of credit risk are most likely resulting

from exposures with an individual counterpart.  Group

concentrations of credit risk exist if a number of counter-

Dec 31, 2003 Dec 31, 2002

Bill negotiated and discounted NT$ 8,320,388 NT$9,211,902

Short-term loan and overdrafts 210,743,823 162,270,690

Secured short-term loans and overdrafts 105,246,975 113,119,865

Medium-term loans 90,926,017 88,925,994

Medium-term secured loans 79,441,382 83,557,600

Long-term loans 37,740,538 34,745,924

Long-term secured loans 240,537,623 231,784,633

772,956,746 723,616,608

Less:allowance for doubtful accounts (2,290,867) (1,917,786)

Net NT$770,665,879 NT$721,698,822

92.1.1-12.31 91.1.1-12.31

( ) $2,008 10,207 6,378

( ) $2,000 1,155 -

Balance, January 1, 2003 NT$10,103,659 NT$- NT$2,124,065 NT$12,227,724

Provision(adjustment)for loan 

losses and doubtful receivable 15,436,173 - 413,441 15,849,614

Write-off (16,971,711) - - (16,971,711)

Exchange rate difference (14,845) - - (14,845)

Balance, December 31, 2003 NT$8,553,276 NT$- NT$2,537,506 NT$11,090,782

Balance, January 1, 2002 NT$10,938,811 NT$ - NT$1,940,144 NT$12,878,955

Provision (adjustment) for loan 

losses and doubtful receivable 45,084,781 - 183,921 45,268,702

Write-off (45,928,634) - - (45,928,634)

Exchange rate difference 8,701 - - 8,701

Balance, December 31, 2002 NT$10,103,659 NT$ - NT$  2,124,065 NT$ 12,227,724

Unrecovery Risk
for Particular
Loans

National
Risk

Unrecovery Risk
for the Overall
Loan Portfolio
(Excluding the
Particular Loans) Total

The Year ended of 2003

Unrecovery Risk
for Particular
Loans

National
Risk

Unrecovery Risk
for the Overall
Loan Portfolio
(Excluding the
Particular Loans) Total

The Year ended of 2002
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( )

9,394,756

9,442,448

( )

parts are engaged in similar activities or activities in the

same region have similar economic characteristics that

would cause their inability to meet contractual obliga-

tions.  The Bank maintains trading positions in a number

of markets and with a variety of counterparts or obligors.

The Bank's significant group concentrations of credit risk

were summarized in categories of similar industries and

regional concentrations as follows:

The above loans include accounts of import bill

negotiated, export bill negotiated, bills and notes dis-

counted, loans and delinquent receivable.  The Bank will

incur a transaction loss equal to the carrying amounts, if

a counterpart is unable to fulfill its obligation and collat-

eral promised by the counterpart is completely worthless.

92.12.31 91.12.31

$30,209 30,207

906,513 864,129

936,722 894,336

$3,373,037 3,377,317

10,601 10,013

3,383,638 3,387,330

4,320,360 4,281,666

(244,053) (189,486)

4,076,307 4,092,180

680 680

45 45

725 725

42,249 42,249

-   -   

42,249 42,249

42,974 42,974

(45) (45)

42,929 42,929

$4,119,236 4,135,109

Dec 31, 2003 Dec 31, 2002

Loans - regional

Domestic NT$788,460,510 NT$750,213,043

America 26,438,417 28,424,581

Europe 8,250,657 7,920,137

South and East Asia 10,504,084 12,619,139

Other 9,939,788 7,250,687

Total NT$843,593,456 NT$806,427,587

Loans - industry 

Manufacturing NT$238,147,186 NT$212,915,688

Construction and real estate 38,069,692 36,537,778

Governmental 50,560,357 40,473,599

Financial institutions 37,348,560 27,854,849

Others institutions 194,167,222 239,035,101

Individuals 285,300,439 249,610,572

Total NT$843,593,456 NT$806,427,587

$17,600,470

108,475

$17,708,945

92.12.31 91.12.31

$13,925,385 84,223 13,921,806 85,565
3,415,286 10,601 3,419,566 10,013

$17,340,671 94,824 17,341,372 95,578



F. LONG-TERM INVESTMENTS  

In March 2003, the Bank purchased 200,000 shares,

amounting to NT$2,000, to participate in the incorpora-

tion of CHB Insurance Brokerage Co., Ltd. (‘‘Broker’’)

and holds 100% ownership of Broker's outstanding

shares. Broker was not included in the entities of consoli-

dated financial statements for its amounts of total assets

and revenues were not in excess of 10% of the Bank’s

respective accounts as of December 31, 2003.

The investment in CHB Life Insurance Agency Co.,

Ltd (‘‘Agent’’) was 194,000 shares, 97% ownership of

Agent's outstanding shares, amounting to NT$1,940,

using equity method. In January 2003, the Bank pur-

chased 6,000 additional shares for NT$10 dollars each

and related expenses, total of NT$68 holding 100% of the

company. Agent was not included in the entities of con-

solidated financial statements for its amounts of total

assets and revenues were not in excess of 10% of the

Bank's respective accounts as of December 31, 2003.

All Sun Building Manager Ltd. undergoes a capital

reduction, the Bank's stock holding decrease to 750,000
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724,980 721,979

( )

29,460

20,900,000

$116,690

92,084

53,144

38,675

24,177 ( 2,739 )

Dec 31,2003 Dec 31,2002
Percentage of Percentage of 

Name of Investee Ownership(%) Amount Ownership(%) Amount
Equity method:

All Sun Building Manager Co., Ltd. - NT$  - 30.00 NT$  -
CHB Life Insurance Agency Co., Ltd. 100.00 12,697 97.00 8,621
CHB Insurance Brokerage Co., Ltd 100.00 3,155 - -

Lower of cost or fair market value method:
Hua Nan Financial Holdings Co., Ltd. 1.22 719,264 1.22 719,264
Taiwan Business Bank ., Ltd. 10.51 2,378,730 10.37 2,378,730
Taiwan Development & Trust Co. 4.66 140,889 4.66 140,889
Others 102,369 102,369

Cost method:
All Sun Building Manager Co., Ltd. 15.00 - - -
Tang Eng Iron Works Co. 5.98 418,507 5.98 418,507
Taiwan Power Co. 0.71 1,872,923 0.71 1,872,923
Taiwan Television Enterprise 7.25 96,506 7.25 96,506
ING CHB Securities Investment & Trust Co. 9.14 40,812 9.90 40,812
Chang Sheng International Development Co. 3.96 5,196 3.96 102,900
CDIB & Partners Investment Holding Corp. 4.95 500,000 4.95 500,000
Core Pacific-Yamaichi Intl. (HK) Ltd. 6.51 279,418 6.51 299,943
Everlight Investment Co., Ltd. 17.39 - 17.39 278,240
Eastern Broadband Telecom Co., Ltd. 0.46 300,000 0.46 300,000
Taiwan Asset Management Co., Ltd. 11.35 2,000,000 11.35 2,000,000
Financial ESolution Co., Ltd. 5.70 19,285 5.83 7,000
Others 307,357 287,357

9,197,108 9,554,061
Long-term debt investments NT$ 1,600,247 NT$  -   
Others long-term investments:

Preferred stock of Taiwan High Speed Rail Co. - 1,300,000 - -
Prepayment:

Take over the farmers co-ops' long-term 
equity investments 285 285

1,300,285 285
Total amount NT$12,097,640 NT$9,554,346

92.12.31 91.12.31

$21,308,094 21,307,910

70,255,022 82,471,009

(8,553,276) (10,103,659)

1,059,767 504,585

(85,695) (58,695)

78,845 153,219

$84,062,757 94,274,369

92.12.31 91.12.31

$31,113,171 30,398,555

3,396,667 4,313,738

127,214,702 72,484,486

57,634,126 59,274,997

$219,358,666 166,471,776

92.12.31 91.12.31

$36,409,806 31,802,841

153,285,543 125,543,062

176,733,522 186,234,111

587,478,842 570,750,103

724,471 680,208

$954,632,184 915,010,325



88 CHB ANNUAL REPORT

9 , 4 8 1 , 8 0 0

13,624,600

shares, holding percentage down to 15%.  The Bank did

not invest in the new issuance of common stocks due to

the worsen business operation. 

The Central Bills Finance Corporation held an extra-

ordinary shareholders' meeting in September 2002, in

which it was decided to reduce the company's paid-in

capital to cover the accumulated deficit before issuing

new shares to increase the capital again. The reduction of

capital resulted in huge loss of shareholders' equity, and

as the Bank can engage in all bills-related activities by

itself, it has decided to write off the book value recorded

and not subscribe to new capital issued. 

In accordance with the investees' financial state-

ments, the Bank incurred gains (losses) by using the

equity method as follows:

In May 2002, the Bank purchased 700,000 shares

of original investment of Financial Esolution Co., Ltd

which equals 5.83% of the total shares outstanding, with

total costs of NT$7,000. In August 2003, the Bank

invested in 945,000 shares of common stocks from a new

issuance, with a cost of NT$12,285, but the share holding

decrease to 5.70%.  Also in July 2003, the Bank pur-

chased 2,000 shares of Debt Instrument Depository and

Clearing Co. Taiwan, which equals 1% of the total shares

outstanding, with original investment cost of NT$20,000.

In 2003, there is a drastic decrease of shareholder's

equity in Chang Sheng International Development Co.

and Everlight Investment Co., Ltd. the Bank has recog-

nized permanent investment loss of NT$97,704 and

NT$254,040 respectively, and listed under other opera-

tion costs.

China Chemical Synthesis Co. has changed its name

to CCSB (Chung-Hwa Chemical Synthesis & Biotech

Co., Ltd.) in the meeting of shareholders on June 20,

2003.  In September 2003, CCSB undergoes a capital

reduction, the Bank's stock holding decrease to 426,615

shares, holding percentage down to 0.65%.  The Bank did

not invest in the new issuance of common stocks.  In

addition, the Bank holds 51,801 shares of Taipei Bank

Co., which turns into 59,369 shares of Fubon Financial

Company on December 23, 2002.

Name of Investee Original Cost Year 2003 Year 2002

CHB Life Insurance Agency Co.,Ltd NT$2,008 NT$ 10,207 NT$ 6,378

CHB Insurance Brokerage Co., Ltd NT$2,000 NT$ 1,155 NT$ -   

92.12.31 91.12.31

$1,446,536 1,140,993

317,862 322,731

(12,173) (17,188)

$1,752,225 1,446,536

92.12.31 91.12.31

$1,203,469 1,024,458

( ) 312,508 334,957

(221,344) (155,946)

$1,294,633 1,203,469

92.1.1~12.31 91.1.1~12.31

$554,777 577,228

87,938 84,464

(44,836) (45,959)

(244) (244)

$597,635 615,489

92.12.31 91.12.31

$1,000,000 1,000,000

3.30 96.03.15

4,000,000 4,000,000

3.85 98.03.15

14,000,000 14,000,000

1.00

98.03.15

1,000,000 1,000,000

3.90 4.60

101.03.15

$20,000,000 20,000,000
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1,752,225 1,446,536

14,487 13,000

( )

11 ,614 ,113 2 ,991 ,876

9 , 8 9 2 , 6 5 6

49 ,565

63 ,500 ,000 1 ,500 ,000

1 ,350 ,000 4

13 ,500 ,000

5 , 3 6 6 , 2 9 2

48 ,094 ,756

1,500,000

1 5 0 , 0 0 0

4 0

1,500,000 4,500,000

On January 27, 2003,the board of directors meeting

decided to purchase 130,000,000 shares of convertible

preferred stocks of Taiwan High Speed Rail Co. with

NT$10 dollars par value, and a total of NT$1,300,000.

G. FIXED ASSET AND NON-OPERATINGAS-
SETS

1. The Bank revalued its land property in year 1956,1961,

1962, 1968, 1970, 1971, 1975, 1980, 1987, 1991, 1992,

1997, 2001 and revalued its buildings in year 1977. A

summary of the total amount of revaluation increments

recognized is as follows:

Total revaluation increment decreases as properties

were sold, disposed and called-in by local government.

The balances of  total  revaluat ion increment  as  of

December 31, 2003 and 2002 were as follows:

As of December 31, 2003 and 2002, reserve for land

revaluation increment tax amounted to NT$9,394,756

and NT$9,442,448.

2. Non-operating assets

Land NT$  17,600,470

Buildings 108,475

NT$17,708,945

Dec 31, 2003 Dec 31, 2002
Rental real estate:
Cost:
Land NT$ 30,209 NT$ 30,207
Buildings 906,513 864,129

936,722 894,336
Revaluation increment:
Land 3,373,037 3,377,317
Buildings 10,601 10,013

3,383,638 3,387,330
Sum of cost and revaluation increment 4,320,360 4,281,666
Less: accumulated depreciation (244,053) (189,486)
Net rental real estate 4,076,307 4,092,180
Idle assets:
Cost:
Land NT$ 680 NT$ 680
Buildings 45 45

725 725
Revaluation increment:
Land 42,249 42,249
Buildings -   -  

42,249 42,249
Sum of cost and revaluation increment 42,974 42,974
Less: accumulated depreciation (45) (45)
Net idle assets 42,929 42,929
Total NT$4,119,236 NT$4,135,109

Dec 31, 2003 Dec 31, 2002
Land    Buildings Land   Buildings  

Property and equipment NT$13,925,385 NT$ 84,223 NT$13,921,806 NT$85,565
Non-operating assets 3,415,286 10,601 3,419,566 10,013 

NT$17,340,671 NT$94,824 NT$17,341,372 NT$95,578 

92.12.31 91.12.31

$(776,625) (194,366)

(1,806,442) (1,913,918)

(2,583,067) (2,108,284)

(568,532) (521,372)

(3,151,599) (2,629,656)

1,311,412 1,241,960

(1,840,187) (1,387,696)

(3,112) (3,356)

105,561 (42,484)

-   -   

$(1,737,738) (1,433,536)

92.12.31 91.12.31

3.00 3.50

2.00 2.25

3.00 3.50
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The lease periods of above rental real estate contract:

one to fifteen years.

As of December 31, 2003, the estimated rent rev-

enues for the following five years were as follows:

3. In October 2003, the Bank has signed contracts for the

construction of the information management building. As

of December 31, 2003, the total signed contracts amount-

ed to  NT$724,980 and the unpaid amount  is

NT$721,979.

4. In December 2002, the Bank has signed contracts for the

construction of the premises for Shining branch.  As of

December 31, 2002, the total signed contract amounted

to NT$29,460 and is yet unpaid.

H. OTHER ASSETS

Among the Guarantee deposits, the balance for the

pledged NCD provided to Central Bank for overdraft

guarantee purposes as of December 31, 2003 and 2002

were both  NT$20,900,000.

I. DUE TO BANKS

J. DEPOSITS ACCEPTED AND REMITTANCES
PAYABLE

Fiscal year Amount  

2004 NT $116,690

2005 92,084

2006 53,144

2007 38,675

2008 24,177 (including rent revenues after the 5th years with the 

net present value of NT$2,739)

Dec 31, 2003 Dec 31, 2002
Guarantee deposits NT$21,308,094 NT$21,307,910
Delinquent receivable 70,255,022 82,471,009
Less: allowance for credit losses - (8,553,276) (10,103,659)
delinquent receivable
Collateral and residuals taken over 1,059,767 504,585
Less:allowance for credit losses- (85,695) (58,695)
collateral and residuals taken over
Deferred expenses 78,845 153,219
Total NT$84,062,757 NT$94,274,369

Dec 31, 2003 Dec 31, 2002
Due to banks NT$ 31,113,171 NT$30,398,555
Overdrafts 3,396,667 4,313,738
Call loans from banks 127,214,702 72,484,486
Due to postal saving system 57,634,126 59,274,997
Total NT$219,358,666 NT$166,471,776

Dec 31, 2003 Dec 31, 2002
Checking accounts NT$36,409,806 NT$31,802,841
Demand deposits 153,285,543 125,543,062
Time deposits 176,733,522 186,234,111
Savings deposits 587,478,842 570,750,103
Remittances payable 724,471 680,208
Total NT$954,632,184 NT$915,010,325



CHB ANNUAL REPORT 91

( )

( )

( )

( )

At December 31, 2003 and 2002, the Bank issued

transferable  t ime deposi ts  of  NT$9,481,800 and

NT$13,624,600,respectively, recorded as time deposits. 

L. EMPLOYEE RETIREMENT BENEFITS
Effective from year 1998, the Bank adopted employ-

ee benefit regulations in accordance with the ROC Labor

Standards Law. Contributions were made to Central Trust

of China based on 8% of total salaries and wages paid. 

As of December 31, 2003 and 2002, the balances of

accrued pension liability were as follows:

As of December 31, 2003 and 2002, the movements

of the fund deposited in Central Trust of China were as

follows:

The actuarial measurement dates of pension plan

assets and obligations were December 31, 2003 and

2002, respectively. The following table sets forth the

components of net pension cost for the year ended

December 31, 2003 and 2002.

The following table sets forth the plan funded status

and the amount recognized in the balance sheets on Dec.

31, 2003, and 2002.

Dec 31, 2003 Dec 31, 2002
1. 5-year term, interest payable yearly, NT$1,000,000 NT$ 1,000,000

annual interest 3.30 , 
maturity date:March 15, 2007

2. 7-year term, interest payable yearly, 4,000,000 4,000,000
annual interest 3.85 , 
maturity date March 15 , 2009

3. 7-year term, based on the Bank's variable 14,000,000 14,000,000
one year regular savings’ rate +1.00 , 
interest payable monthly according to actual 
number of days, maturity date :March 15, 2009

4. 10-year term, interest payable yearly, 1,000,000 1,000,000
annual interest rate for the first 5 years is 
3.90 , and 4.60 for the last 5 years, 
maturity date: March 15, 2012

NT$ 20,000,000 NT$20,000,000

Dec 31, 2003 Dec 31, 2002
Beginning balance NT$1,446,536 NT$1,140,993
Accrual during the period 317,862 322,731
Withdrawals during the  period (12,173) (17,188)
Ending balance NT$1,752,225 NT$1,446,536

Dec 31, 2003 Dec 31, 2002
Beginning balance NT$1,203,469 NT$1,024,458
Deposits during the period (including interest) 312,508 334,957
Withdrawals during the period (221,344) (155,946)
Ending balance NT$1,294,633 NT$1,203,469

2003 2002
Service cost NT$554,777 NT$577,228
Interest cost 87,938 84,464
Expected return on   pension plan assets (44,836) (45,959)
Amortization on net   benefit assets (244) (244)

NT$597,635 NT$615,489

-   5,965,949 -   5,965,949 -   6,303,934 -   6,303,934
-   234,293 -   234,293 -   246,549 -   246,549
-   830,569 -   830,569 -   839,100 -   839,100
-   203,783 -   203,783 -   208,519 -   208,519
-   492,218 16,825 509,043 10,558 494,592 15,804 520,954
-   134,490 -   134,490 666 46,438 1,734,071 1,781,175

92.1.1~12.31 91.1.1~12.31

92.1.1~12.31 91.1.1~12.31

$364,184 312,151

( ) 195,718 (8,574,272)

$559,902 (8,262,121)

92.1.1~12.31 91.1.1~12.31

$875,561 (8,230,094)

(58,759) (46,575)

(3,246) (31,491)

(578,328) (69,967)

(8,498) (298,603)

( ) (8,287) 62,767

284,052 163,113

10% -   122,677

57,407 66,052

$559,902 (8,262,121)
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As of December 31, 2003 and 2002, the accrued pen-

sion l iabi l i ty  per  books were NT$1,752,225 and

NT$1,446,536,  which differed from the above by

NT$14,487 and NT$13,000 respectively, mainly due to

various timing and estimate differences. 

The assumptions used in the actuarial valuation for

the defined benefit plans were as follows:

M. SHAREHOLDERS’ EQUITY
1. Capital

On June 6, 2003, the general meeting of shareholders

decided to offset the operation loss from January 1 to

December 31, 2002 as follows: 

1.1 use legal reserve of NT$11,614,113 to offset the oper-

ation loss.

1.2 use special reserve of NT$2,991,876 to offset the

operation loss.

1.3 use capital surplus of $9,892,656 and capital surplus

donated of $49,565 to offset the operation loss.

In order to cooperate with the Bank's increase in capital

and operation volume, the required total capital is being

adjusted to NT$63,500,000 of common stocks and

NT$1,500,000 of preferred stocks.  The board of directors on

September 22, 2003 has also decided to increase the cash capi-

tal by issuing 1,350,000 new shares of common stocks, with

NT$4 dollars of additional paid in capital per share. The com-

mon stocks increase NT$13,500,000 and the additional paid-

in capital is NT$5,366,292 after related issuance expenses.

The value date for the increased capital is November 25, 2003.

As of December 31, 2003, the total proceeds are common

stocks NT$48,094,756 and preferred stocks NT$1,500,000.

And as of the repot date, all the capital are collected, but the

transfer registeration have not yet been completed.

92.1.1~12.31 91.1.1~12.31

$358,815 (80,878)

(32,603) 91,273

1,875 49,437

109,316 (8,634,104)

(131,247) -   

(22,500) -   

(87,938) -   

$195,718 (8,574,272)

92.12.31 91.12.31

$722,453 1,081,268

8,807,375 8,916,691

1,875 3,750

131,247 -   

22,500 -   

87,938 -   

9,773,388 10,001,709

(790,276) (790,276)

8,983,112 9,211,433

5,057 37,660

5,057 37,660

$8,978,055 9,173,773

92.12.31 91.12.31

$302,527 12,441

( ) 10.28 ( 1) -( 2)

85 9,486

86 14,686

87 16,980

88 20,368

89 31,407

Dec 31, 2003 Dec 31, 2002
Benefit obligation:
Vested benefit obligation NT$(776,625) NT$(194,366)
Non-vested benefit obligation (1,806,442) (1,913,918)
Accumulated benefit obligation (2,583,067) (2,108,284)
Present value of increase in future compensation levels (568,532) (521,372)
Projected benefit obligation (PBO) (3,151,599) (2,629,656)
Pension plan assets at present value 1,311,412 1,241,960
Excess of asset over PBO (1,840,187) (1,387,696)
Net transitional asset (3,112) (3,356)
Unrecognized net gain 105,561 (42,484)
Additional liability -   -   
Accrued pension liability NT$(1,737,738) NT$(1,433,536)

Dec 31, 2003 Dec 31, 2002
Discount rate 3.00 3.50
Annual increase in future compensation levels 2.00 2.25
Expected long-term rate of return on assets 3.00 3.50
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The Bank issued 150,000,000 shares of preferred

stocks in September 2000, at the price of NT$40 dollars

per share with the par value of NT$10 dollars.  The total

increase in capital of preferred stocks was NT$1,500,000,

and additional paid in capital was NT$4,500,000.  The

preferred stock issued are cumulative, nonparticipating

and unconvertible.  The issuance period was 6 years, and

the Bank will call back by the actual issuance price plus

interest at the end of the period.  The dividend rate was

6.1%, and the dividend was calculated based on the actu-

al issuance price and distributed in cash once a year. 

2. The Limitation of Capital Surplus and Appropriation of

Retained Earnings

The Bank's articles of incorporation stipulate that the

Bank's net earnings are to be used to offset the prior

year's deficit, pay income taxes, provide 30% as legal

reserve, and appropriate special reserve as required by

other regulations. The remaining earnings are first dis-

tributed as dividends for preferred stock and then accord-

ing to the following: 

2.1 Shareholders bonus, as proposed by the board of

directors and determined in general shareholders

meeting. 

2.2 Director & supervisor compensation, the board of

directors are authorized to exercise their discretion to

determine the level of compensation, within the

range of 1% to 5%, on a yearly basis. 

2.3 Employee bonus, the board of directors are author-

ized to exercise their discretion to determine the level

of compensation, within the range of 1% to 8%, on a

yearly basis.

According to the regulations of SFC, the earnings of

listed corporations shall not only be set aside as legal

reserve but also, according to Securities Exchange Law,

section 41 No.1, reserve the amount equal to any valua-

tion or contra-account in the stockholders' equity in the

fiscal year (such as unrealized losses on valuation of

long-term investment, cumulative translation adjust-

ments, etc.) from the net income and prior unappropriat-

ed earnings as special reserve.  If the valuation or contra-

account in shareholders' equity belong to prior periods,

the same amount from prior period earnings should be

reserved as special reserve and cannot be distributed. If

the valuation or contra-account of shareholders' equity

92.12.31 91.12.31

$ -    11,940

( ) 2,942,341 (24,560,150)

$2,942,341 (24,548,210)

( )

( )

$3,502,243 2,942,341

(366,000) (366,000)

3,136,243 2,576,341 3,571,976( 1) 0.88 0.72

( )

92.1.1~12.31

( )

$(32,920,375) (24,658,254)

(366,000) (366,000)

(33,286,375) (25,024,254) 3,459,476 ( 1) (9.62) (7.23)

( )

91.1.1~12.31

( )
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3.

4 ,500

are reversed, the special reserve amount could be distrib-

uted.

The maximum cash dividend distribution is regulated

by the Banking Law and authority if the legal reserve has

not reached the total amount of capital or the risk-based

capital ratios have not reached the regulation of the

Banking Law.

According to the Securities Exchange Law and other

laws, the capital surplus (from donated assets received

and additional paid-in capital) transferred to capital total

can not exceed 10 percentage of issued capital every

year.  The additional paid-in capital can be used to

increase the capital in the next year after the transfer is

approved by the authorities concerned.

3. Dividend Policy

The Bank's major part of dividends and bonus are

appropriated in form of cash, and stock dividends shall

not be more than half of total dividends. When the risk-

based capital ratio is lower than the regulation ratio plus

1%, the cash dividends shall not be more than 30% of

total dividends, others will be stock dividends. 

Information on employee bonus and director &

supervisor compensation as approved by the board of

directors and determined in shareholders' meetings can

be found in Market  Observat ion Post  System

(http://mops.tse.com.tw) of the Taiwan Stock Exchange.

For the year 2002, the board of director and share-

holder's meetings had passed the accumulated deficit off-

set resolution, and offset the operation loss from the

accumulated retain earnings and all capital surplus.

N. Depreciation and Amortization Expenses
The depreciation and amortization expenses in 2003

and 2002 are listed in the following according to their

function:   

( 10 ) $ 887,739 0.09 0-13.00

( 10 ) $ 667,939 0.07 0-13.00

( 10 ) $1,126,609 0.15 1.505-9.005

( 10 ) 995,791 0.14 3.100-9.775

91 88 $ -    5.40 91.3.10

Personnel Exp.
Salary -   5,965,949 -   5,965,949 -   6,303,934 -   6,303,934
Health Insurance -   234,293 -   234,293 -   246,549 -   246,549
Pension -   830,569 -   830,569 -   839,100 -   839,100
Other -   203,783 -   203,783 -   208,519 -   208,519

Depreciation Exp. -   492,218 16,825 509,043 10,558 494,592 15,804 520,954
Amortization Exp. -   134,490 -   134,490 666 46,438 1,734,071 1,781,175

Operational
Costs

Operational
Expenses

Other
Operational
Expenses

Total Operation
al Costs

Operational
Expenses

Other
Operational
Expenses

Total

2003.1.1-12.31 2002.1.1-12.31Function

Expenses
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5.
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6.

( )
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54,227 0

3 5 , 4 7 9

43 ,283 0 .75

1.27

O. INCOME TAX
1. Information Regarding Income Tax

The (credit) provision for income tax for the years

ended December 31, 2003 and 2002 was summarized

below:

The Bank is subject to ROC income tax at a maxi-

mum rate of 25%. 

The differences between "expected" income tax at

the statutory income tax rate and the income tax as

reported in the accompanying financial statements for the

years 2003 and 2002 are summarized as follows:

2003 2002
Current income taxes NT$ 364,184 NT$312,151

Deferred income tax expenses (benefits) 195,718 (8,574,272)
NT$ 559,902 NT(8,262,121)

2003 2002
Income tax at statutory rate NT$ 875,561 NT$(8,230,094)
Tax-exempt cash dividend (58,759) (46,575)
Interest income on commercial paper subjected 
to separate income tax at lower rate (3,246) (31,491)
Gain on sale of securities (578,328) (69,967)
Loss on long-term equity investments (8,498) (298,603)
(Recovery of ) provision for decline in fair market 
value of marketable securities (8,287) 62,767
Undeductible tax expense of the overseas branches 284,052 163,113
10% income tax on unappropriated earnings -   122,677
Other adjustments 57,407 66,052

NT$ 559,902 NT$(8,262,121)

$5,000,000 - 0.85-1.40 632
110,000 5,000 180 80,000 0.96-2.09 333
10,000 - 180 40,000 1.02 26

2,000,000 - 0.875 -1.05 211
79,400 39,400 180 40,000 0.97-2.15 172
10,000 5,000 180 40,000 1.08 6

5,000,000 - 1.50-2.30 2,231
77,000 - 180 80,000 1.215-2.38 676

$5,000,000 - 0.70-1.15 543
37,159 27,857 0.02-1.63 40
17,000 12,000 1.18-1.305 79

1,500,000 - 0.935-1.125 626
42,100 39,400 0.98-5.05 431
25,000 - 1.12-1.315 139
15,000 - 2.61-2.98 69

2,000,000 - 2.275 156
8,000 8,000 0.90625-1.78 9
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The income tax expense of the Bank in year 2003

and 2002 mainly came from the separate income tax

expense and undeductible tax expense of the overseas

branches. 

The deferred tax expense (benefits) consisted of the

following:

As of December 31, 2003 and 2002, the income tax

effects of temporary differences that gave rise to deferred

tax assets and liabilities were as follows:

The tax authorities have examined and assessed the

Bank's income tax returns for all years through fiscal

year 2000, except for the following cases still under

appeal:

2. Information Regarding the Integrated Income Tax System

2003 2002
Unrealized loss on reserve NT$358,815 NT$(80,878)
Exchange gain (32,603) 91,273
Investment loss under equity method 1,875 49,437
Loss carry forward 109,316 (8,634,104)
Tax credit on employee training expenditure (131,247) -   
Expenditure on employee benefits over limitation (22,500) -   
Realized investment loss (87,938) -   

NT$ 195,718 NT$(8,574,272)

Dec 31, 2003 Dec 31, 2002
Imputed tax credits for shareholders NT$302,527 NT$12,441
Imputed tax credit rate of actual 10.28 (Note1) -  (Note2)

Dec. 31, 2003 Dec. 31, 2002
Tax effect Tax effect

Assets :
Unrealized loss on reserves NT$722,453 NT$1,081,268
Loss carry forward 8,807,375 8,916,691
Investment loss under equity method 1,875 3,750
Tax credit on employee training expenditure 131,247 -   
Expenditure on employee benefits over limitation 22,500 -   

Realized investment loss 87,938 -   
Total deferred tax assets 9,773,388 10,001,709
Allowance for deferred tax assets (790,276) (790,276)

8,983,112 9,211,433

Liabilities: 
Unrealized exchange loss 5,057 37,600
Total deferred tax liabilities 5,057 37,600
Net deferred assets after offsetting with deferred liabilities NT$8,978,055 NT$9,173,773

Year Reason for appeals Amount Situation of appeals
1996 Withholding tax on bond's interest NT$9,486 The appeal is still pending

revenue not allowed for credit
1997 Withholding tax on bond's interest NT$14,686 The appeal is still pending

revenue not allowed for credit
1998 Withholding tax on bond's interest NT$16,980 The appeal is still pending

revenue not allowed for credit
1999 Withholding tax on bond's interest NT$20,368 The appeal is still pending

revenue not allowed for credit
2000 Withholding tax on bond's interest NT$31,407 The appeal is still pending

revenue not allowed for credit

92.12.31 91.12.31

1. $448,799,733 401,857,415

2. 4,707,653 5,748,130

3. 33,432,975 31,668,021

4. 27,348,260 19,091,101

5. 3,840,491 893,660

6. 9,385,315 11,490,721

7. 17,669,790 14,259,881

8. 26,511,524 25,677,405
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2.

( )

( )

(estimated) earnings appropriation 

(Note1): The imputed tax credit rate of earnings appropriation

for the year 2003.

(Note2): The Bank had accumulated losses in 2002.

3. Unappropriated retained earnings (deficit):

P. EARNINGS PER SHARE (EPS)
As of December 31, 2003 and 2002, earnings per

share were calculated as follows:

Note 1: Calculated base on the year weighted average number

of  shares.

Q. RELATED PARTY TRANSACTIONS
1. Names and relationships of related parties

$445,084

331,768

214,250

139,087

335,599 

( 270,746 )

92.12.31 91.12.31

1. $43,065,792 22,718,806

2. 1,923 7,352

3. 815,004 864,278

4. 106,361,755 111,266,648

$134,387

508,400 $508,400

42,423,005 42,557,392

$43,065,792 $43,065,792

92.12.31

$134,387

508,400

42,423,005

$43,065,792

92.12.31

Dec 31,2003 Dec 31,2002
June 30,1998 and before NT$-    NT$11,940

July 1,1998 and after 2,942,341 (24,560,150)
NT$2,942,341 NT$(24,548,210)

Name Relationship  with  the  Bank
Various individuals Directors, supervisors, managers and their relatives
CHB Life Insurance Agency Co., Ltd Investee under equity method
CHB Insurance Brokerage Co., Ltd Investee under equity method
Yun San Corporation The Company's chairman is the managing Director of the Bank
Robina Finance & Leasing Corp. Same as above
Nan-Ho Ind. Co., Ltd. Same as above
Victradco Ltd. Same as above
Maruri Taiwan, Ltd. Same as above
Taiwan Business Bank , Ltd Investee in which the Bank is a corporate supervisor
Taiwan Asset Management Co., Ltd. Investee in which the Bank is a corporate director.
First Commercial Bank, Ltd. Bank's corporate director

Period net profit $3,502,243 2,942,341

Less:Preferred  stock dividend (366,000) (366,000)

Basic EPS for common

stockholders' period net profit 3,136,243 2,576,341 3,571,976(Note 1) 0.88 0.72

Jan 1.2003~Dec 31,2003

Amount NT$(‘000)

Before tax After tax Before tax After tax

Number of
shares(‘000)

EPS(Unit:NT$)

Period net loss $(32,920,375) (24,658,254)

Less:Preferred  stock dividend (366,000) (366,000)

Basic EPS for common 

stockholders’ period net loss (33,286,375) (25,024,254) 3,459,476 (Note 1) (9.62) (7.23)

Jan 1.2002~Dec 31,2002

Amount NT$(‘000)

Before tax After tax Before tax After tax
Number of

shares(‘000)
EPS(Unit:NT$)
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2. Significant Transactions with Related Parties

2.1 Deposits accepted

The interest rate for directors', supervisors' and man-

agers' deposits amounting to NT$480 and below was 13%

per annum. The part of deposit exceeding NT$480 will

earn interest calculated at the demand savings rate. 

The interest rates and others terms provided to the

other related parties are the same as those offered to gen-

eral public.

2.2 Loans

Loans to directors, supervisors and managers for

housing financing amounting to NT$8,000 and below and

consumptive financing amounting to NT$800 and below

both bear interest at 2.45% in 2003 and 4.1% in 2002.

For loans to directors, supervisors and managers that

exceeded the above amount, the interest rate is the same

as the terms offered to general public. 

The interest rates and other terms provided to the

other related parties are the same as those offered to gen-

eral public.

2.3 Investment securities

As of December 31, 2002, the Bank holds commer-

cial bonds that were issued by Taiwan Business Bank

,Ltd as follows:

The related interest income for the 2002 fiscal years

amounted to NT$4,500.

Name of related parties Balance on Percentage of Interest Rate

Dec 31 deposits Range 

The balance on December 31, 2003 

(Each related party is not over 10% 

of total deposits accepted) NT$ 887,739 0.09 0-13

The balance on December 31, 2002 

(Each related party is not over 10% 

of total deposits accepted) NT$ 667,939 0.07 0-13

Name of related parties Balance on Percentage of Interest Rate

Dec 31 deposits Range 

The balance on December 31, 2003 

(Each related party is not over 10% 

of total loans) NT$1,126,609 0.15 1.505-9.005

The balance on December 31, 2002 

(Each related party is not over 10% 

of total loans) NT$ 995,791 0.14 3.100-9.775

Year Bonds Amount Interest rate Due on

2002.12.31 1999 the 3rd NT$-    5.40 2002.3.10
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A.

B.

2.4. Due from related parties and due to related parties

(1) As of December 31, 2003 and 2002, the Bank's

due from related parties were as follows:

(2) As of December 31, 2003 and 2002, the Bank's

due to related parties were as follows:

The above transactions were approved by the

Bank's general manager. Terms are the same as the

non-related parties’.

2.5 Operating leases

CHB Life Insurance Agency Co., Ltd. And CHB

Insurance Brokerage Co., Ltd. both rented an office

from the Bank for three years and paid monthly.  The

rental payment received in 2003 were both NT$171.

2.6 Others

On June 9,2003, the Bank had sold the uncol-

lectible debt to Taiwan Assets Management Co., see

note T.2 for detail transaction.

The Bank receive transaction fee income from

providing CHB Life Insurance Agency Co., Ltd. and

CHB Insurance Brokerage Co., Ltd. personnel and

communication resources.  The income in 2003 are

NT$64,740 and NT$3,613 respectively, and in 2002

are NT$54,227 and NT$0 respectively.  The Bank

and CHB Life Insurance Agency Co. had contract for

Year Name of related parties Department Highest balance Dec.31 balance Maximum limit Interest Interest
for the year rate % income

2003 First Commercial Bank, Ltd. Head office NT$5,000,000 - None 0.85-1.40 NT$632
OBU US$110,000 US$5,000 US$80,000 Over night and 180 days 0.96-2.09 US$333
Amsterdam branch US$10,000 - US$40,000 Over night and 180 days 1.02 US$ 26

Taiwan Business Bank ,ltd Head office NT$2,000,000 - None 0.875-1.05 NT$211
OBU US$79,400 US$39,400 US$40,000 Over night and 180 days 0.97-2.15 US$172
Amsterdam branch US$10,000 US$5,000 US$40,000 Over night and 180 days 1.08 US$6

2002 First Commercial Bank, Ltd. Head office NT$5,000,000 - None 1.50-2.30 NT$2,231
OBU US$77,000 - US$80,000 Over night and 180 days 1.215-2.38 US$676

Year Name of related parties Department Highest balance Dec.31 balance Maximum limit Interest Interest
for the year rate % expense

2003 First Commercial Bank, Ltd. Head office NT$5,000,000 - According to counterparts 0.70-1.15 NT$543
OBU US$37,159 US$27,857 According to counterparts 0.02-1.63 US$40
Amsterdam branch US$17,000 US$12,000 According to counterparts 1.18-1.305 US$79

Taiwan Business Bank ,ltd Head office NT$1,500,000 - According to counterparts 0.935-1.125 NT$626
OBU US$42,100 US$39,400 According to counterparts 0.98-5.05 US$431
Amsterdam branch US$25,000 - According to counterparts 1.12-1.315 US$139

EUR$15,000 - According to counterparts 2.61-2.98 EUR$69
2002 First Commercial Bank, Ltd. Head office NT$2,000,000 - According to counterparts 2.275 NT$156

OBU US$8,000 US$8,000 According to counterparts 0.90625-1.78 US$9

Unit: thousands

Unit: thousands

92.12.31 91.12.31
(USD) (NTD) (USD) (NTD)

$ 535,983 189,205 334,451 182,148

(NTD) 
$32,000,000
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23,060,014

repurchase of government bonds. As of December 31

2003 and 2002, the un-due contracted amount are

NT$35,479 and NT$43,283 respectively, and the

interest rate are 0.75% and 1.27% respectively.

R. CONTINGENT LIABILITIES AND COM-
MITMENTS

1. As of December 31, 2003 and 2002, the Bank has the fol-

lowing Contingent Liabilities and Commitments:

The Bank anticipates that not all of the commitments

will be utilized before agreed-upon expiration or other

termination clauses.  The amount of unused commitment

does not necessarily represent future funding require-

ments, i.e. the future funding requirements are lower than

the contract amount. In the event that the commitments

are fully utilized and guarantees or other collaterals lose

their value, the exposure to credit risk would be equal to

the contract amount. 

Before entering into loan commitments, financial

guarantees or letters of credits, the Bank performs a strict

credit evaluation. The strategy of the Bank is to require

certain borrowers to provide collateral (usually in the

form of cash, inventory or marketable securities) for all

or part of the exposures prior to the approval and authori-

zation of loans. The percentage of secured loans as a per-

centage of total loans as of Dec. 31, 2003 and 2002 were

53% and 57% respectively. The Bank had the right to dis-

pose the collaterals in case of default.

The Bank has a huge credit commitment as a result

of entering into loan contract and issuing credit cards.

The majority of the credit commitments expires within

one year. The lending interest rates as of December 31,

2003 and 2002 were both between 1% ~12.5% (interest

rate for credit card lending can be up to 19.71%).  The

Bank also enters into commitments such as financial

guarantees and letters of credit that guarantee perform-

ance to third parties.  These guarantee agreements usual-

Dec 31,2003 Dec 31,2002
The repayment note and time deposit held for custody NT$ 448,799,733 NT$401,857,415
The liabilities on joint loans 4,707,653 5,748,130
Guarantees arising from guarantee business 33,432,975 31,668,021
Unused issued letters of credit 27,348,260 19,091,101
Contract amount for resale of government bonds 3,840,491 893,660
and short-term bills
Contract amount for repurchase of government bonds 9,385,315 11,490,721
and short-term bills
Unused loan commitments 17,669,790 14,259,881
Credit card commitments 26,511,524 25,677,405

92.12.31 91.12.31

$56,938 70,733

37,353 7,656

92.1.1-12.31 91.1.1-12.31

$23 2,290

92.12.31 91.12.31
(USD) (NTD) (USD) (NTD)

$565,690 68,023 363,460 73,429
$-   -   40,000 2,782

$20,000 1,650 -   -  

$1,637 13,248 -   -  
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ly lapse within one year and do not all have the same

expiry date.

The Bank's credit card holders were not required to

maintain collateral for the lines of credit committed by

the Bank, however, creditworthiness of the cardholders

need to be reviewed regularly.  The Bank would adjust

their credit lines, if there were material deteriorations in

the creditworthiness of the cardholders.

2. Please Refer  to  Note G for  the Detai ls  of  Unpaid

Construction Contracts.

3. Operating Leases:

The Bank entered into operating leases for its domes-

tic branch premises. Significant provisions of the con-

tracts were as follows:

3.1 The lease period ranged from one to fifteen years

Rental payments were made annually.

3.2 As of December 31, 2003, the estimated future lease

payments under the lease contracts were as follows:

4. As of December 31, 2003 and 2002, the Bank has the fol-

lowing Major Commitments Relating to Trust Activities:

5. Disclosures on Trust Assets and Liabilities and Assets

Register as Required by the ROC Trust Law were as fol-

lows: 

Fiscal year Amount
2004 NT$445,084
2005 331,768
2006 214,250
2007 139,087
2008 335,599 

(including lease payments after the 5th year' s with the net present 
value of NT$270,746)

Dec 31, 2003 Dec 31, 2002
The liabilities that resulted from various trust agencies NT$43,065,792 NT$22,718,806
Property held for safe-keeping 1,923 7,352
Travelers checks received on consignment 815,004 864,278
The collection payable for customers 106,361,755 111,266,648

Bank Deposits      $134,387

Insurance Claims 508,400 Insurance Claims $508,400

Short-term Investments: Trust Capital:

Investments in Funds 42,423,005 Money Trust 42,557,392

Total Trust Assets $43,065,792 Total Trust Liabilities $43,065,792

Balance Sheet of Trust

As at December 31, 2003
Unit thousands

Trust Assets Trust Liabilities

92.12.31 91.12.31

$1,452 2,761

28,850 225,024

6,450 -   

92.1.1~12.31 91.1.1~12.31

$112,348 78,532

89,511 16,334

92.12.31 91.12.31

$1,217,289,961 1,217,289,961 1,089,783,529 1,089,783,529

56,938 56,938 70,733 70,733

1,452 1,452 2,761 2,761
52,078,111 52,158,074 63,979,500 65,224,805
12,097,640 16,999,616 9,554,346 13,372,968

1,213,573,872 1,213,573,872 1,117,272,568 1,117,272,568

37,353 37,353 7,656 7,656

35,300 35,300 225,024 225,024
20,000,000 20,000,115 20,000,000 20,035,002
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S. SIGNIFICANT EVENT AFTER BALANCE
SHEET DATE   

Within the Bank's marketable securities, Taiyu prod-

ucts corporation has gone off the trading market on

January 19, 2004.  The bank holds 5,963,382 shares of

the company and the investment cost is NT$797,464.

According to the regulation, the Bank will recognize loss

after the meeting of the Board of directors.

T. OTHER
1. Financial Derivatives and Fair Market Value of Financial

Instruments 

1.1 Financial derivatives 

The Bank is a party to a variety of derivative

instruments such as forward foreign exchange con-

tracts, foreign exchange swap contracts, and interest

rate swap contracts in response to its customers' trad-

ing activities and in the management of its risk expo-

sure to fluctuations in foreign exchange and financ-

ing needs. 

Pursuant to the "Appointed Bank Regulations"

established by the Central Bank of the Republic of

China, the Bank is eligible to engage in forward for-

eign currency transactions.  The Bank engages in two

kinds of forward transactions – fixed due date and

flexible due date.  Based on the number of transac-

tion days, there are 30, 60, 90, 120, 150, and 180-day

instruments.  There are also various terms that can be

negotiated with the Bank's funding department.  The

counterparts to such transactions are the Bank's cus-

tomers and other banks.

The Bank uses foreign exchange swap contracts

and interest rate swap contract to buy or sell float-

rate US dollars and others . The Bank can use work-

ing capital efficiently and use swap transactions in

order to hedge its risks.

The Bank calculates the credit risk of derivative

Bank Deposits $134,387

Insurance Claims 508,400

Short-term Investments:

Investments in Funds 42,423,005

Total $43,065,792

Trust Assets Register

As at December 31, 2003
Unit thousands

Investments Book Value
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products according to the rules defined by the

Ministry of Finance. Credit risk is the risk that coun-

terparts to any financial transactions may not be able

to fulfill their obligations on the due date.  The

Bank's exposure to credit risk from financial instru-

ments is measured at fair value of contracted instru-

ments with a positive position at the balance sheet

date.  Credit risk amounts represent the sum of posi-

tive positions after offsetting negative positions

under the netting agreements.  The sum of the posi-

t ive posi t ions refers  to  the possibi l i ty  that  an

accounting loss to the Bank may occur as a direct

result of counterparts' failure to meet their contractu-

al obligations.  To limit credit exposure arising from

such transactions, the Bank evaluates the credit

standing of counterparts in accordance with the

Bank's policies and procedures of credit monitoring

and approval.  Certain instruments require counter-

parts to maintain collateral under the Bank's custody

for all or part of the exposure.  In addition, credit

limits and security deposit requirements are placed

and imposed on counterparts to minimize risks the

Bank may be exposed to.  Within the credit policy,

the Bank only maintains its transactions with coun-

terpar ts  who have excel lent  credi t  s tanding.

Consequently, the Bank does not anticipate any sig-

nificant loss due to credit risk. 

Market risk is the risk of loss resulting from

exchange rate fluctuations. The Bank's contractual

positions of forward exchange contracts are offset by

short-term foreign currency transactions or foreign

currency swaps.  As a result, future market fluctua-

tions in exchange rates should not result in signifi-

cant changes in the value of trading instruments, and

overall market risk shall be considered with the

aforementioned credit risk. The Bank engaged in for-

eign exchange swaps and interest rate swaps in order

to make an efficient use of the Bank's funds between

local and foreign currency. The Bank conducts for-

eign exchange swaps and interest rate swaps, with

the exchange of principal, through other foreign

financial institutions to lock in borrowed foreign

funds for hedging purposes. As market risk caused

by exchange rate  f luctuat ions is  offset  by the

exchange gains/losses resulted from hedged foreign
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assets and liabilities, market risk is not considered

significant. Overall market risk shall be considered

with the aforementioned credit risk.

(1) Derivatives held or issued for trading purposes 

i . The contract  amount  and credi t  r isk

i i . L iqu id i ty  r i sk ,  ca sh  f low r i sk  and  unce r -

ta inty of  future  funding requirements

The expected future cash flows needed for the

settlements of the Bank's derivative contracts are

as follows:

The amount of the expected future cash flows

is an estimated measure. The uncertainty arising

from fluctuations of exchange rates and interest

rates is  the primary function for est imating

expected future cash flows. Accordingly, duration

can also be a function. Generally, the longer the

maturity of a financial instrument, the less certain

it becomes. 

According to the Bank's holding policies, it is

l ikely for  the Bank not  to  set t le  a  forward

exchange contract with an unpleasant price in the

market. Additionally, the exchange rates are fixed

for the forward exchange contracts and the Bank

does not anticipate any significant cash flow risk.

i i i . Financial  s ta tement  disclosures  for  der iva-

t ive products

The Bank nets off the balance of receivables

and payables resulted from forward exchange con-

tracts on balance sheet date.  The net amount is

classified either as a receivable or payable.

Transaction gains and losses from the Bank's

der ivat ive t ransact ions are  recorded under

exchange gain or loss.

The book values as of December 31, 2003 and

2002 and exchange gain/loss on derivative trans-

actions for the years ended December 31, 2003

and 2002 were as follows:

$8,617,938 8,617,938 33,323,254 33,323,254 41,941,192 41,941,192

112,960,971 112,960,971 -    -    112,960,971 112,960,971

376,698,022 376,698,022 393,967,857 393,967,857 770,665,879 770,665,879

$498,276,931 498,276,931 427,291,111 427,291,111 925,568,042 925,568,042

$31,113,171 31,113,171 -    -    31,113,171 31,113,171

3,396,667 3,396,667 -    -    3,396,667 3,396,667

127,214,702 127,214,702 -    -    127,214,702 127,214,702

57,634,126 57,634,126 -    -    57,634,126 57,634,126

540,468 540,468 -    -    540,468 540,468

484,075,363 484,075,363 26,183,840 26,183,840 510,259,203 510,259,203

-    -    20,000,000 20,000,000 20,000,000 20,000,000

$703,974,497 703,974,497 46,183,840 46,183,840 750,158,337 750,158,337

92.12.31

Dec 31, 2003 Dec 31, 2002
Financial instruments Contract amount Credit risk amount  Contract amount Credit risk amoun
Forward exchange contracts US$ 535,983 NT$189,205 US$334,451 NT$182,148

Unit: thousands

Term Forward exchange contract  
2004 NT$32,000,000
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3.

4. ( )

( )

5 .

( )

1 .

2 .

3.

(2) Derivatives held or issued for hedging purposes 

i . The contract  amount  and credi t  r isk

i i . L iqu id i ty  r i sk ,  ca sh  f low r i sk  and  unce r -

t a in ty  o f  fu tu re  fund ing  requ i remen t s  FX

s w a p  c o n t r a c t s  a n d  F X  a n d  i n t e r e s t  r a t e

s w a p  c o n t r a c t s  a r e  t h e  B a n k ' s  o p e r a t i o n ,

a n d  t h e  e s t i m a t i o n  o f  c a s h  i n f l o w  i s

N T $ 3 , 9 7 1 , 7 0 7 ,  a n d  c a s h  o u t f l o w  i s

NT$23,060,014 within one year.  

The above amount is estimation, and the

uncertainty will be affected by the exchange and

interest rates. The longer the time, the higher the

uncertainty. 

The Bank's projected working capital is ade-

quate to meet its operation needs; on that account,

there is no significant need for cash. In addition,

the exchange rate is fixed for the FX swap con-

tracts and FX and interest rate swap contracts and

theBank does not anticipate any significant cash

flow risk.

i i i . Financial  s ta tement  disclosures  for  der iva-

t ive products

The Bank nets off the balance of receivables

and payables resulted from forward exchange con-

tracts on balance sheet date.  The net amount is

classified either as a receivable or payable.

Transaction gains and losses from the Bank's

derivative transactions are recorded under interest

income or expense. 

$7,650,476 7,650,476 42,763,452 42,763,452 50,413,928 50,413,928

71,332,979 71,332,979 -    -   71,332,979 71,332,979

336,212,493 335,321,436 387,404,115 386,377,386 723,616,608 721,698,822

$ 415,195,948 414,304,891 430,167,567 429,140,838 845,363,515 843,445,729

$ 30,398,555 30,398,555 -    -    30,398,555 30,398,555

4,313,738 4,313,738 -    -    4,313,738 4,313,738

72,484,486 72,484,486 -    -    72,484,486 72,484,486

59,274,997 59,274,997 -    -    59,274,997 59,274,997

2,532,011 2,532,011 -    -    2,532,011 2,532,011

519,971,439 519,971,439 23,048,061 23,048,061 543,019,500 543,019,500

-    -    20,000,000 20,000,000 20,000,000 20,000,000

$688,975,226 688,975,226 43,048,061 43,048,061 732,023,287 732,023,287

91.12.31

92.12.31 91.12.31

$44,978,056 1.10 43,449,133 1.35
47,123,552 3.21 49,292,626 4.35

106,789,069 1.29 118,247,901 1.92
711,997,601 3.65 722,949,169 5.09

27,148,933 1.03 27,274,051 1.77
109,017,511 1.29 96,279,654 1.90
58,468,267 1.74 60,268,855 2.62
4,707,440 1.51 8,676,234 1.71

126,007,616 0.17 107,451,874 0.59
521,436,003 1.60 549,467,594 2.46
20,000,000 2.91 15,966,851 3.74

92.12.31 91.12.31

12.5 =  11.21 8.35

Category Dec 31, 2003 Dec 31, 2002
Balance sheet account:
Assets:Forward proceeds receivable 
-foreign currencies NT$ 56,938 NT$70,733
Liabilities:Forward settlement payable 
-foreign currencies NT$37,353 NT$ 7,656

Jan1~Dec31, 2003 Jan1~Dec31, 2002
Income statement account:
Gain (Loss) on exchange NT$23 NT$2,290

Dec 31, 2003 Dec 31, 2002
Financial instruments Contract amount Credit risk Contract amount Credit risk
FX swap contracts US$565,690 NT$ 68,023 US$363,460 NT$ 73,429
FX and interest rate   swap contracts US$  -   NT$ -   US$40,000 NT$ 2,782
Non-delivery deposit foruard (NOF) contracts US$20,000 NT$ 1,650  US$ -     NT$ -   
Interest rate swap contracts of assets US$1,637 NT$ 13,248 US$ -     NT$ -   

Unit thousands 
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( )

200,000 12,697 100.00 12,697

_ ( ) _ _ _ 200,000 3,155 100.00 3,155

_ ( ) _ _ 59,369 1,244 - 1,921

_ ( ) _ _ 329,711,334 2,378,730 10.51 2,809,141

_ ( ) _ _ 1,899 14 - 35

_ ( ) _ _ 3,133,888 58,132 0.28 15,481

_ ( ) _ _ 5,980,686 42,979 1.88 128,106

_ ( ) _ _ 13,968,000 140,889 4.66 28,774

_ ( ) _ _ 54,478,863 719,264 1.22 1,335,822

_ ( )

( ( ) ) _ _ 426,615 8,753 0.65 3,841

_ ( ) _ _ 41,850,672 418,507 5.98 24,412 _

_ ( ) _ _ 32,286,333 61,540 0.41 1,488,245 _

_ ( ) _ _ 235,726,532 1,872,923 0.71 3,732,415 _

_ ( ) _ _ 14,383 72,012 3.00 695,781 _

_ ( ) _ _ 20,342,813 96,506 7.25 283,633 _

_ ( ) _ _ 23,230 40 0.01 62 _

_ ( ) _ _ 44 -   - -   _

_ ( ) _ _ 10,000 100 - (165) _

_ _ _ 6,300 444 9.00 -   _

_ ( ) _ _ 700,000 7,000 3.53 10,724 _

_ ( ) _ _ 125,000 1,250 5.00 1,482 _

_ ( ) _ _ 3,197,700 40,812 9.14 32,466 _

_ ( ) _ _ 10,290,000 5,196 3.96 4,697 _

_ ( ) _ _ 54,000,000 500,000 4.95 577,634 _

_ ( ) _ _ 325,634 279,418 6.51 268,232 _

_ ( ) _ _ 4,634,000 46,446 1.16 68,320 _

_ ( ) _ _ 25,404,000 17.39 333 _

_ ( ) _ _ 2,000,000 20,000 1.00 30,580 _

_ ( ) _ _ 30,000,000 300,000 0.46 295,964 _

_ ( ) _ _ 200,000,000 2,000,000 11.35 2,131,757 _

_ ( ) _ _ 5,000,000 50,000 2.94 50,742 _

_ ( ) _ _ 795,076 19,772 0.04 21,814 _

_ _ _ 1,709,505 19,285 5.70 21,390 _

_ ( ) _ _ 19,906 -   - 199 _

_ ( ) _ _ 750,000 -   15.00 -   

_ ( ) _ _ 2,000,000 20,000 1.00 19,679 _

_

( ) 130,000,000 1,300,000 1,300,000

_ _ 285 -   

10,497,393 15,399,369
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then used to estimate fair value. The methods and

assumptions are as follows: 

(1) Cash, due from banks, due from CBC, and receiv-

ables(excluding long-term forward contracts , FX

swap contracts, FX swap, interest rate swap contracts

and NDF) and prepaid expenses (belong to financial

assets) were approximately equal to book values. For

those short-term instruments, the book value is a rea-

sonable estimate of fair market value because of the

short maturity of those instruments. 

(2) Forward exchange contracts, FX swap contracts and

FX and interest rate swap contracts: The fair values of

FX swap contracts and FX and interest rate swap con-

tracts were estimated by obtaining quotes from the

Reuters Quoting system and other brokers. The fair

value of a forward exchange contract was calculated

by using its forward rate for the remaining maturity of

every individual contract. 

(3) Marketable securities: The fair market value was

based on either the end-of-month average quoted clos-

ing price of the reported accounting period or the lat-

est settlement price at the end of the fiscal year. The

fair market value of open-ended mutual funds was

measured by the net asset value of the mutual funds on

the balance sheet date. If a quoted market price was

not available, a reasonable estimate of fair market

value was based on financial or other data. 

(4) Loans, bills discounted and purchased: The fair mar-

ket values of loans, bills discounted and purchased

were estimated based on certain characteristics of

banking industry.  The book value was a reasonable

estimate of fair market value, taking into account the

current credit-worthiness of the borrowers.  The fair

market values of fixed-rate loans with medium to

long term maturity were estimated by discounting the

future cash flows using the base rates. The Bank's

fixed-rate loans merely represented a small portion of

total loan receivables. In addition, the maturity for

the above fixed-rate loans were less than three years.

It was not practicable to calculate present value for

each transaction; therefore, the fair value of the

fixed-rate loan was estimated using book value, tak-

ing into account the current credit-worthiness of the

borrowers. 

(5) The Bank evaluated the fair market value of long-

The book values as of December 31, 2003 and

2002 and the interest income/expense on deriva-

tive transactions for the years ended December

31, 2003 and 2002 were as follows:

(3) Option Trading

The Bank engaged in option trading with interna-

tional banks that qualify under the risk management

assessment of the Bank, therefore result in a low

credit risk.  In order to eliminate the potential market

risk, the Bank will buy opposite options at the same

time when the clients buy their options.

The gain and loss from option trading from

January 1 to December 31 2003 were listed under

derivative trading gain and loss, and were NT$183

and NT$257 respectively

1.2 Fair market value of financial instruments

The fair value for financial products as disclosed

by the Bank is for products whose fair value differ

significantly from the book value and is the market

price receivable when sold in open markets. When

market price cannot be obtained from open markets

or when no market price exists, the recoverability of

financial products and other relevant information are

Category Dec 31, 2003 Dec 31, 2002
Balance sheet account:
Assets:Forward proceeds 
Receivable - foreign currencies NT$1,452 NT$2,761
Liabilities:Forward exchange settlement 
Payable - foreign currencies NT$28,850 NT$225,024
Liabilities: Forward exchange settlement payable NT$6,450 NT$ -   

Jan.1~dec.31, 2003 Jan.1~Dec.31, 2002
Income statement account:
Interest income NT$112,348 NT$78,532
Interest expense NT$89,511 NT$16,334

Dec 31, 2003 Dec 31, 2002
Financial assets / liabilities Book value Fair market value Book value Fair market value
Financial assets with book value 
equivalent to fair market values $1,217,289,961 1,217,289,961 1,089,783,529 1,089,783,529
Financial assets on behalf of customers
-Forward exchange contracts 56,938 56,938 70,733 70,733
Financial assets on behalf of customers
- FX swap and interest rate swap contracts 1,452 1,452 2,761 2,761
Marketable securities 52,078,111 52,158,074 63,979,500 65,224,805
Long-term investments 12,097,640 16,999,616 9,554,346 13,372,968
Financial liabilities with book value 
equivalent to fair market values 1,213,573,872 1,213,573,872 1,117,272,568 1,117,272,568
Financial liabilities on behalf of customers
-Forward exchange contracts 37,353 37,353 7,656 7,656
Financial liabilities for hedging purpose
- FX swap and interest rate swap contracts 35,300 35,300 225,024 225,024
Subordinated debentures 20,000,000 20,000,115 20,000,000 20,035,002
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4.

5.

6.

7.

8.

9.

( )

1 .

2 .

- - 130,000,000 1,300,000 - - - - 130,000,000 1,300,000

( )

92.01.20
( )
92.08.03

604,900

409,948

-

-

-

-

-

-

-

-

76
-

-

-

-

92.08.22 92.08.03 411,979 418,320 6,341 -

441,060

-

( )
-

( )

( )

57 8

57 8

92.12.31
2,080

2,000

91.12.31
1,940

-

200,000

200,000

( )
100.00

100.00

12,697

3,155

( )
10,008

1,155

( )
10,207

1,155
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term investments based on the market price if avail-

able. If a quoted market price was not available, a

reasonable estimate of fair market value was based

on financial or other data. 

(6) Financial assets - others: Such as guarantee deposits,

delinquent receivables, pledged properties the Bank

possessed were estimated using market prices for

similar financial products or other valuation methods

to achieve the best valuation. 

(7) Due to Central Bank, due to banks, payables (which

exclude long-term forward exchange contracts , FX

swap contracts and FX and interest rate swap con-

tracts), and financing from banks and Central Bank:

The above products' fair value approximates book

values at the balance sheet date.  For those short-term

instruments, the book value is a reasonable estimate

of fair market value because of the short maturity

until realization.

(8) Deposits and remittances payable: The fair market

values of deposits and remittances payable were esti-

mated based on certain characteristics of banking

industry.  A large portion of the Bank's deposit liabil-

ities was made with floating interest rate and the

maturities for most of those deposit liabilities were

less than one year.  On that account, the book value

was a reasonable estimate of fair market value.  The

fair market values of long-term deposits were esti-

mated by discounting the future cash flows using the

current rates.  The Bank's long-term deposits merely

represent a small portion of total deposit liabilities.

In addition, the remaining maturities for most of

long-term deposits were less than three years.  It was

not practical to calculate the present value for each

transaction; therefore, the fair market values of long-

term deposits were estimated using book values.

(9) Debentures: Refer to the subordinated debentures

issued by the Bank. The fair values of debentures

with fixed rates are estimated by discounting the

expected future cash flow, taking the characteristics

of the banking industry into consideration. For

debentures with floating rates, book values are rea-

sonable estimates of fair values.

(10)Financial liabilities-others: For those commitments to

extend credit, standby letters of credit, and financial

guarantees written, the carrying amount was a rea-

( )

( )

( )

( )
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(1) Contract Date: June 9, 2003.  The buyer has paid

20% of the total value as contract deposit in a custo-

dial account.

(2) Cut-Off Date: April 30, 2002.

(3) Settlement Date: June 30, 2003.  As of December 31,

2003, the total contract amount had been paid.

(4) Redemption scenario: within one year after the settle-

ment date, if the seller had any major violation

towards the contract regarding any individual non-

performing loan, then the buyer can ask the seller to

redeem that loan.

3. Significant Policy

In consideration of operating performance, the Board

of Directors decided to close down the European sub-

sidiary on July 25, 2001 and concentrate the manpower

and resources on developing and running the Amsterdam

branch. Approvals need to be sought firstly from the

Ministry of Finance of R.O.C. and secondly from the

Central Bank of Netherlands. The procedures were com-

pleted in April, 2002.

4. In accordance with ROC SFAS No.28,  fur ther

Disclosures are as follows: 

4.1 Allowance for doubtful accounts, please refer to Note E

4.2 The maturity analysis of material assets and liabili-

ties as follows:           

sonable estimate of fair value.

Since the maturity of those transactions

was varied and the amounts for such transac-

tions were merely a small portion of total

financial liabilities, it was not practicable for

the Bank to calculate present value of those

transactions.

2. Significant Event

In order to accelerate the disposal of non-per-

forming loan and to strengthen operational struc-

ture, the Bank went through a public bidding

process  on December 4,  2002,  and sold

NT$23,817,136 bad debt principle plus related

interest, penalty payment and prepaid expenses to

Long-Star Asia-Pacific Ltd. The selling price had

offset the balance for non-accrual loans, and also

created a gain of NT$2,499,431 as of December

31, 2003.  This gain was recorded into other oper-

ating revenues. Other detail information about the

trading is in the following:

(1) Contract Date: December 4, 2002.  The buyer

had paid 20% of the total value as contract

deposit in a custodial account.

(2) Cut-Off Date: December 6, 2002. 

(3) Settlement Date: March 28, 2003.  As of

March 31, 2003, the total contract amount had

been paid.

(4) Redemption scenario: within one year after the

settlement date, if the seller had any major

violation towards the contract regarding any

individual non-performing loan, then the buyer

can ask the seller to redeem that loan.

On June 9, 2002, the Bank sold NT$2,086,258

bad debt principle plus related interest, penalty

payment and prepaid expenses to Taiwan Assets

Management Co.. The gain was NT$405,772 as of

December 31, 2003 and was recorded into other

operating revenues. Other detail information about

the trading is in the following:

Assets:

Investment securities

bonds NT$8,617,938 NT$8,617,938 NT$33,323,254 NT$ 33,323,254 NT$41,941,192 NT$ 41,941,192

Due from banks 112,960,971 112,960,971 -    -    112,960,971 112,960,971

Loan,bills discounted 

and purchased 376,698,022 376,698,022 393,967,857 393,967,857 770,665,879 770,665,879

Total NT$  498,276,931 NT$  498,276,931 NT$427,291,111 NT$427,291,111 NT$925,568,042 NT$925,568,042

Liabilities:

Due to banks NT$31,113,171 NT$31,113,171 NT$ -    NT$ -    NT$31,113,171 NT$31,113,171

Overdrafts on Banks 3,396,667 3,396,667 -    -    3,396,667 3,396,667

Call loans from banks 127,214,702 127,214,702 -    -    127,214,702 127,214,702

Time deposits 

transferred from post office 57,634,126 57,634,126 -    -    57,634,126 57,634,126

Due to Banks 540,468 540,468 -    -    540,468 540,468

Time deposits 484,075,363 484,075,363 26,183,840 26,183,840 510,259,203 510,259,203

Subordinated debentures -    -    20,000,000 20,000,000 20,000,000 20,000,000

Total NT$  703,974,497 NT$  703,974,497 NT$46,183,840 NT$ 46,183,840 NT$750,158,337 NT$750,158,337

Amount

Within 1 Year Over 1 Year

December 31, 2003

Total

Possible Pay
Back Amount

Possible Pay
Back Amount

Amount Possible Pay
Back Amount

Unit:NTD thousands

Amount



CHB ANNUAL REPORT 111

The maturity analysis of the Bank recognizes the

maturity period from the date of balance sheet to the

due date.

4.3 As of December 31, 2003 and 2002, the interest earn-

ing assets, interest bearing liabilities and the average

interest rates are as follows :

4.4 Capital adequacy ratio

This ratio is based on audited financial state-

ments as of December 31, 2003 and 2002. 

4.5 The Bank does not write-off loans without taking

appropriate legal action.

Assets:

Investment securities NT$ 7,650,476 NT$7,650,476NT$   42,763,452 NT$   42,763,452 NT$ 50,413,928 NT$50,413,928

bonds

Due from banks 71,332,979 71,332,979 -    -   71,332,979 71,332,979

Loan,billsdiscounted 

and purchased 336,212,493 335,321,436 387,404,115 386,377,386 723,616,608 721,698,822

Total NT$415,195,948 NT$414,304,891 NT$430,167,567 NT$429,140,838 NT$845,363,515 NT$843,445,729

Liabilities:

Due to banks NT$ 30,398,555 NT$30,398,555 NT$-    NT$-    NT$30,398,555 NT$ 30,398,555

Overdrafts on Banks 4,313,738 4,313,738 -    -    4,313,738 4,313,738

Call loans from banks 72,484,486 72,484,486 -    -    72,484,486 72,484,486

Time deposits 

transferred from post office 59,274,997 59,274,997 -    -    59,274,997 59,274,997

Due to Banks 2,532,011 2,532,011 -    -    2,532,011 2,532,011

Time deposits 519,971,439 519,971,439 23,048,061 23,048,061 543,019,500 543,019,500

Subordinated debentures -    -    20,000,000 20,000,000 20,000,000 20,000,000

Total NT$688,975,226 NT$688,975,226 NT$43,048,061 NT$43,048,061 NT$732,023,287 NT$732,023,287

Amount

Within 1 Year Over 1 Year

December 31, 2002

Total

Possible Pay
Back Amount

Possible Pay
Back Amount

Amount Possible Pay
Back Amount

Unit: NTD thousands

Amount

Dec 31, 2003 Dec 31, 2002
Average amount Average interest Average amount Average interest

Rate Rate
Assets: Annual rate Annual rate
Due from Central Bank $44,978,056 1.10 43,449,133 1.35
Marketable securities-bonds 47,123,552 3.21 49,292,626 4.35
Due from banks 106,789,069 1.29 118,247,901 1.92
Loans, bills discounted
and purchased 711,997,601 3.65 722,949,169 5.09
Liabilities:
Due to banks 27,148,933 1.03 27,274,051 1.77
Call loans from banks 109,017,511 1.29 96,279,654 1.90
Due to postal saving system 58,468,267 1.74 60,268,855 2.62
Financing from banks 4,707,440 1.51 8,676,234 1.71
Demand deposits 126,007,616 0.17 107,451,874 0.59
Time deposits 521,436,003 1.60 549,467,594 2.46
Subordinated debentures 20,000,000 2.91 15,966,851 3.74

Dec 31, 2003 Dec 31, 2002
Risk-Based Capital ratio =

Adjusted  Net  Capital
=  11.21 8.35

Risk-Adjusted Assets
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U. NOTE DISCLOSURE ITEMS 
1. Information of Significant Transactions 

1.1 Loans to others: not applicable

1.2 Financial guarantees for others: not applicable

1.3 Securities held at the end of fiscal year: 

Note: Calculated with reference to the investees'

unaudited shareholders' equity as of Dec. 31,

2003.

Equity method:
The Bank Stock CHB Life Insurance Agency Co., Ltd. Invested company Long-term investment 20,000 NT$  12,697 100.00 12,697

measured by equity method
_ _ CHB Insurance Brokerage Co., Ltd. _ _ 20,000 3,155 100.00 3,155

Lower of cost or fair market value:
_ Stock Taiwan Business Bank of ,Ltd _ 329,711,334 2,378,730 10.51 2,809,141
_ Stock Overseas Chinese Commercial Banking Co. _ 3,133,888 58,132 0.28 15,481
_ Stock Taiwan Navigation Co. _ 5,980,686 42,979 1.88 128,106
_ Stock Taiwan Development & Trust Co. _ 13,968,000 140,889 4.66 28,774
_ Stock Hua Nan Financial Holdings Co., Ltd. _ 54,478,863 719,264 1.22 1,335,822
_ Stock Others 1,258 1,956

Cost method:
_ Stock China Chemical Synthesis Industrial Co. _ 426,615 8,753 0.65 3,841 Note
_ Stock Tang Eng Iron Works Co. _ 41,850,672 418,507 5.98 24,412 _
_ Stock Taiwan Sugar Co. _ 32,286,333 61,540 0.41 1,488,245 _
_ Stock Taiwan Power Co. _ 235,726,532 1,872,923 0.71 3,732,415 _
_ Stock Taiwan Stock Exchange Corp. _ 14,383 72,012 3.00 695,781 _
_ Stock Taiwan Television Enterprise _ 20,342,813 96,506 7.25 283,633 _

Holding
company Category Name

Security Relationship with
the issuer

Recording entry

Shares Cost Fair market value Note

The end of year 2003

December 31, 2003 

(amounts are in thousands.)

The Bank Stock Taipei Forex Inc. Long-term investment 700,000 7,000 3.53 10,724 Note
_ Stock ING CHB Securities Investment & Trust Co. _ 3,197,700 40,812 9.14 32,466 _
_ Stock Chang Sheng International 268,232Development Co. _ 10,290,000 5,196 3.96 4,697 _
_ Stock CDIB & Partners Investment Holding Corp. _ 54,000,000 500,000 4.95 577,634 _
_ Stock Core Pacific-Yamaichi Intl. (HK) Ltd. _ 325,634 279,418 6.51 268,232 _
_ Stock Financial Information Service Co. _ 4,634,000 46,446 1.16 68,320 _
_ Stock Taiwan International Mercantile Exchange Corp. _ 2,000,000 20,000 1.00 30,580 _
_ Stock Eastern Broadband Telecom Co., Ltd. _ 30,000,000 300,000 0.46 295,964 _
_ Stock Taiwan Asset Management Co., Ltd. _ 200,000,000 2,000,000 11.35 2,131,757 _
_ Stock Taiwan Financial Assets Service Co., Ltd. _ 5,000,000 50,000 2.94 50,742 _
_ Stock Financial Esolution Co., Ltd. _ 1,709,505 19,285 5.70 21,390 _

Stock Debt Instruments Depository and Clearing Co. Taiwan _ 2,000,000 20,000 1.00 19,679 _
_ Stock Others _ 21,606 23,725 _

Preferred stock Taiwan High Speed Rail Co. 130,000,000 1,300,000 1,300,000
Prepayment:

_ Take over the farmers Co-ops' long-term equity investments 285
Total NT$ 10,497,393 15,399,369

Holding
company Category Name

Security Relationship with
the issuer

Recording entry

Shares Cost Fair market value Note

The end of year 2003



CHB ANNUAL REPORT 113

1.4 Accumulated stock purchases or sales for the same

stock reaching NT$100 million or 20% and more of

the capital are as follows:

From Jan 1, 2003 to Dec 31, 2003.

1.5 Real estate purchases reaching NT$ 100 million or

20% and more of the capital are as follows :

1.6 Real estate disposal reach NT$ 100 million or 20% of

the capital are as follows :

1.7 Purchase and sales transaction with the parties reach

NT$ 100 million or 20% of the capital are as follows

: None.

1.8 Receivable from the parties reach NT$ 100 million or

20% of the capital are as follows : None.

1.9 Financial derivatives : Refer to Note T.

The Bank Preferred Stock Taiwan High Speed Rail Co. Long-term investment Founders’ stock - -  -  130,000,000 1,300,000 -  - - - 130,000,000 1,300,000

Trading
company Category Name

Security

Recording entry Trading party Relationship Shares Cost Shares Shares PriceCost Cost Gain(Loss) Shares Cost

Purchase Sales End of year 2003Beginning of year 2003

Purchasing 
company

The Bank 

The Bank 

Recording entry

Collateral and resid-
uals taken over

Collateral and resid-
uals taken over

Date

2003. 01.20

2003.08.03

Cost

NT$604,900

NT$409,948

Payment

Collateral and residuals
taken over as compensation

Collateral and residuals
taken over as compensation

Trading party

Kaoshiung district court

Taichung district court

Relation-ship

-

-

Owner

-

-

Relationship with
the company

-

-

Date

-

-

Cost

-

-

Basis of the price

Kaoshiung district
court selling price

Taichung district
court selling price

Purpose and
usage

According to
No.76 of the

Banking Law, the
Bank received

the Collateral due
to pledge right 

To accelerate the
disposal of non-
performing loan

Other rights
or/and obligation

-

-

The prior trading information if
the trading party is related

Disposing company

The Bank 

Recording entry

Collateral and resid-
uals taken over

Date

2003. 08.22

Real estate 
collection date
2003.08.03

cost

NT$411,979

Trading price

NT$418,320

Collection

total amount had
been collected

Disposal gain
(loss)

NT$6,341

Trading party

Choumin-jen

Relationship

-

Purpose

To accelerate the
disposal of the col-
lateral and residu-

als taken over

Purpose and usage

According to the
Taichung district court
selling price and the
appraisal company,

the appraisal price is
NT$441,060

Other rights
or/and obligation

-

(number of shares and amounts are in thousands.)

(number of shares and amounts are in thousands.)

(amounts are in thousands.)
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2. Information of Invested Company

2.1. The information that the Bank has the ability

to exercise significant influences or controls

directly or in directly.

2.2.The information that the invested companies

has the ability to exercise significant influence

or controls directly :None. 

V. SEGMENT INFORMATION 
1. Industry Segments 

The Bank's operation is only according to the

Banking Law. Therefore, no disclosure of industry

segment information is required. 

2. Geographic Segments 

Disclosure of financial information of the

Trust Department and International Department is

not required since the division's assets and rev-

enues represent less than 10% of total assets and

operating revenues. 

3. Export Revenues 

There are no export sales to individual cus-

tomers that represent 10% or more of the Bank's

operating revenues. 

4. Major Customers 

No single customer represents 10% or more of

the Bank's operating revenues.

number of shares and amounts are in thousands 

Investor

The Bank

The Bank

Investee

CHB Life Insurance Agency Co.,Ltd

CHBInsurance Brokeager Co., Ltd.

Investee's address

8th Floor, 57, Sec. 2, Chung Shan N.
Road. Taipei, Taiwan, R.O.C.
8th Floor, 57, Sec. 2, Chung Shan N.
Road. Taipei, Taiwan, R.O.C.

Operating item

Life insurance agent

Asset insurance
agent

92.12.31
2,080

2,000

91.12.31
1,940

-

Shares
200,000

200,000

Percentage( )
100.00

100.00

Dollar amount
12,697

3,155

Investee s year
2003income

10,008

1,155

Equity in gain
loss

10,207

1,155

NoteYear 2003 ending balanceOriginal invested amount

December 31,2003
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A. REVIEW AND ANALYSIS OF MAJOR CAPI-
TAL EXPENDITURES AND SOURCES

1. Capital Expenditures and Sources

B. LIQUIDITY ANALYSIS
1. Liquidity Analysis for the Past Two Years

2. Anticipated Gains
The above capital expenditures not only improved the

image and the services of CHB, but also stabilized the operation

base and expanded the service network of the Bank. In addition,

these actions reduced lease expenses and increased rental

income by offering available office space for lease.

Unit:  NT$1,000

Planning items

Tainan Branch
90.02

Feb. 2001 253,270 112,684 - - - -

- - 13,448 530,279 246,273 

- - 1,545 - 34,502 

- - 1,807 - 58,225

- - 157 - 106,163  

Total net equity

Construction plan for
new IT Building

94.04
Apr. 2005 790,000 

Total net equity

Hsinying Branch
94.06

Jun. 2005 36,047 Total net equity

Tounan Branch
94.12

Dec. 2005 60,032 
Total net equity

Chaochou Branch
94.12

Dec. 2005 106,320 
Total net equity

Actual or
expected
completed

date

90.1.1~
90.12.31

91.1.1~
91.12.31

92.1.1~
92.12.31

93.1.1~
93.12.31

94.1.1~
94.12.31

Total required
funding

Actual or expected use of funds

Cash flow ratio (CFR) (note)

Cash flow to dividends and
expenditures ratio (CDER)

Cash reinvestment ratio (CRR) (note)

FY
Items

92
FY 2003

91
FY 2002

( )
Change in %

1.

2.

Note: 1. In accordance with R.O.C. SFAS No.28, unnecessary classified as current or non-current items.

2. The increase in the ratio of cash flow to dividends and expenditures in 2003 was mainly due to the growth in cash provided by poerating 

activities, compared with that of special accounting year 1998.

Source of funding
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2. Analysis of Cash Flows Generated Next Year

C. ANALYSIS OF OPERATING RESULTS

Unit:  NT$1,000

Unit :  NT$1,000

150,623,043 23,187,109 20,681,165 153,128,987 - -

Beginning balance
(1) Cash flows from operating

activities (2)
Estimated cash

outflows (3)

( )
Estimated cash inflows

(outflows)
(1) (2)-(3) Investment activities Financing activities

Remedies for insufficient cash

Operating revenue

Operating cost

Gross profit (loss)

Operating expense

( )
Operating profit (loss) 

Non-operating income (expense)

( )
Income (Loss) before income tax 

( )
Credit (Provision) for income tax 

( )
Net income (loss)

FY
Items

1. 

2. 

Explanations:

1. The increase in gross profits, operating profits and pre-tax income for 2003 mainly resulted from the decrease in the provision used for writing off the

bad loans in 2002.

2. The provision for income tax increased in 2003 as a result of the profit of the deferred income tax for 2002 caused by the pre-tax losses as well as

the reserved provision which was originally appropriated for writing off the bad loans, but was held as reserved income for 2003.

92
FY 2002

38,360,177 47,934,515 (9,574,338) -19.97%

30,207,264 68,427,303 (38,220,039) -55.85%

8,152,913 (20,492,788) 28,645,701 -139.78%

11,158,380 11,474,905 (316,525) -2.76%

(3,005,467) (31,967,693) 28,962,226 -90.60%

6,507,710 (952,682) 7,460,392 -783.09%

3,502,243 (32,920,375) 36,422,618 -110.64%

(559,902) 8,262,121 (8,822,023) -106.78%

2,942,341 (24,658,254) 27,600,595 -111.93%

91
FY 2001

( )
Increase(Decrease) Change in %
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( )
CHB Life Insurance Agency Company, Ltd.

( )
CHB Insurance Brokerage Company, Ltd.

57 8
8F, 57, Sec. 2, Chung Shan N. Rd., Taipei Taiwan

57 8
8F, 57, Sec. 2, Chung Shan N. Rd., Taipei Taiwan

Life Insurance Agency

Non-Life Insurance Brokerage

2,000

2,000

90.06.28
Jun.28, 2001

92.4.1
April 1, 2003

Enterprise Name Establishment Date Address Paid-in Capital Major Operations

( )
CHB Life Insurance Agency
Company, Ltd.

Chang Hwa Commercial Bank Co., Ltd.
Mike S.E. Chang
John C. Peng  Chen-Jau Chen
Walter W.T. Yeh

100%200,000

Chairman
Director
Supervisor

Chao-Nan HsiehPresident

( )
CHB Insurance Brokerage
Company, Ltd

Chang Hwa Commercial Bank Co., Ltd.
Chen-Jau Chen
Chi-Tai Huang William Lin
Jui-Jen Wang
Frank Chen

100%200,000

Chairman
Director
Supervisor
President

Enterprise Name Position Company Name and Representative
Shares

Shareholding

Percentage

A. INFORMATION REGARDING RELATED
ENTERPRISES

1. Basic Data of Related Enterprises

2. Table of Chairman, Directors, Supervisors 
and President of Related Enterprises

3. Operation Overview of Related Enterprises

( )
CHB Life Insurance Agency
Company, Ltd.

Enterprise Name Capital Total
Assets

Total
Liability

Equity Operating
Revenue

Operating
Profits

( )
Income

(After Tax)

( )( )
EPS in NT$ 
(After Tax)

2,000 88,100 72,070 16,030 131,713 13,341 10,008 50.04

CHB Insurance Brokerage
Company, Ltd.

2,000 13,815 10,660 3,155 12,044 1,526 1,155 7.70

Dec. 31, 2003 Un i t : NT$1,000

U n i t : NT$1,000
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4. Organization Structure of Related Enterprises

B. THE POLICY AND IMPLEMENTATION
OF DIVIDENDS

1. Dividends Policy
In accordance with the Banking Law and other relat-

ed regulations, any annual earnings should first be used

for paying tax and making up previous losses, if any,

and then the Bank will appropriate 30% of the remain-

ing surplus as a legal reserve and another portion as a

special reserve. All other earnings will then be allocat-

ed to shareholders as stock dividends. Holders of pre-

ferred shares have the priority regarding dividend pay-

5. Consolidated Financial Statements with
Related Enterprises: None.

4.1 CHB Life Insurance Agency Company, Ltd. 4.2 CHB Insurance Brokerage Company, Ltd.
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out. The stock dividends will be allocated in accordance with

the following requirements:

1.1 The board of directors proposes the annual stock dividends

and bonus for shareholders and submits the proposal to the

shareholders' meeting for approval.  

1.2 The annual bonuses for the Bank's directors and supervi-

sors, ranging from 1% to 5% of the Bank's final earnings,

is decided by the board of directors.     

1.3 The annual bonuses for the Bank's employees, ranging

from 1% to 8% of the Bank's final earnings, is decided by

the board of directors.  

Shareholders' dividends and bonuses are mainly issued in

the form of cash dividends. Stock dividends issued do not

exceed half of the total amount. But, if the Bank's capital to

risk asset ratio is less than the competent authority's ruling rate

plus one percent, the above cash dividends shall be not more

than 30% of total dividends and the rest shall be stock divi-

dends. If the amount of legal reserve has not reached the

amount of total capital or the capital to risk asset ratio has not

reached the ratio required by the Banking Law, the highest

amount of cash dividend shall be determined in accordance

with the Banking Law and related regulations. 

2. Implementation
The effects of stock dividends on the 2002 and 2003 opera-

tion results, earnings per share and shareholders' returns on

investment: In 2003, the Bank allocated cash dividends and

bonus instead of stock dividends, making no influence on its

earnings per share (EPS). 

C. MAJOR MALFEASANT CASES AND OPER-
ATIONAL IMPROPRIETIES AND REMEDI-
AL MEASURES ADOPTED IN THE PAST
TWO YEARS

1.  Legal  Act ion Involving Bank Execut ives  or
Employees over the Past Two Years: None.

2. Fines Paid for Banking Law Violations in the Past
Two Years: None.

3. Admonishments Issued by the Ministry of Finance
for Serious Operational Improprieties in the Past
Two Years: None.

4. Disclosures in the Past Two Years of Financial
Losses Caused by Corruptions by Employees,
Major Incidental Cases (Robberies, Major Thefts,
Fires ,  Violent  Cases) ,  or  Major  Breaches of



CHB ANNUAL REPORT 121

Security Regulations with Losses Exceeding
NT$50 Million in Individual and/or Combined
Cases as Instructed by the Ministry of Finance:
None.

5. Other Mandatory Disclosures as Instructed by the
Ministry of Finance: None.

D. MAJOR RESOLUTIONS PASSED AT GENER-
AL SHARESHOLDERS' MEETINGS WITHIN
THE PAST TWO YEARS

1. Major Resolutions Passed during the Shareholders'
Meetings in 2003
1.1 Approved the 2002 financial report. 

1.2 The project to make up the losses in 2002. 

1.3 The project to raise new capital through public offering or

private placement of the Bank’s new shares. 

1.4 Revised the Bank's charter.

Execution:

1. As for item 1.3 stated above, the Bank issued 1.35 billion

new common shares for public offering in December 2003,

in addition to the 1.4 billion new common shares for the

GDR issue, which is still in process. 

2. As for item 1.4 stated above, the Bank has reported the revi-

sion to the supervisory government authorities in a written

document (No.: 6747) on June 23, 2003.          

3. Other items stated above all have been completed.  

2. Major Resolutions Passed during the Shareholders'
Meetings in 2002
2.1 Approved the 2001 financial report. 

2.2 Approved the 2001 earnings appropriation proposal.

2.3 Approved a proposal authorizing the Bank to issue new

shares, using the Bank's retained earnings and capital

reserves.

2.4 Revised the Bank's charter.

Execution: All projects stated above have been completed. 

E. ADDITIONAL DISCLOSURES
(Note: The additional statement is to disclose the major

indexes of the information disclosure system applied to dis-

close the information published in the annual report. Other

indexes have been disclosed in the annual report.) 

1. International accounting principles applied for
compilation or adjustment in the financial report
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There exist certain differences between the international

accounting principles and the current accounting principles

practiced in Taiwan. The Bank practices in accordance with the

rules published by the government authorities. 

2. Payments paid to certified public accountants
(CPA) and other related accounting firms for their
auditing and other relevant services for the Bank’s
financial reports

The Bank paid NT$6,770,000 to its CPA for their certifi-

cation of the Bank’s 2003 annual financial report, of which

NT$6,550,000 is for auditing fees and the rest NT$220,000 for

other relevant expenses.     

3. The principles for assessing risks associated with
the credit and non-credits assets listed in the
Bank’s balance sheet

3.1. When assessing the credit and non-credit assets listed in the

Bank’s balance sheet and off-balance sheet, each business

unit should follow Generally Acceptance Accounting

Principles with related regulations, and estimate the possi-

ble risks and appropriate sufficient provisions to assure a

steady financial condition of the Bank. 

3.2. The Bank appropriates the provisions for doubtful loans

based on the Generally Acceptance Accounting Principles

and the details are as follows: 

3.2.1 Bills purchased and securities traded at the Bank accounts:

Their prices are the costs for purchasing them or their mar-

ket values, whichever lower. The market price refers to the

average closing price of the securities during the latest

month of the accounting period, or its market value of the

latest trading day of the accounting period. The market

value of an open-ended fund is measured by its net assets

value (NVA) on the balance sheet date. If a bond is not pur-

chased at its face value, any premium or discount in its mar-

ket value should be also amortized using the straight-line

method.  

3.2.2 Foreign exchange purchased, discounts and loans (includ-

ing non-accrual accounts):

For all its various loans and the outstanding amount of the

non-accrual loans, the Bank assesses the percentages possi-

ble to be collected and appropriate the provisions for the

doubtful loans based on the following ratios: 

a. 0.04% for the outstanding amount of the loans regularly

repaid.
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b. 1% of the outstanding amount of the loans expected to be

fully returned. 

c. 50% of the outstanding amount of the loans which may not

be fully returned on schedule. 

d. 100% of the outstanding amount of the loans which are

impossible to be fully returned. 

The overseas branches appropriate the provisions for the

doubtful loans based on the laws and the regulations published

by the governments of the countries where they are located.

3.2.3 Long-term equity investments:

Investments in shares of listed companies where the

Bank’s ownership is less than 20% of the investees’ vot-

ing shares are stated at the lower of cost or fair market

value. Unrealized loss on valuation of long-term invest-

ment is presented as an equity deduction. Investments in

shares of non-listed companies are stated at cost. Stock

dividends received are treated as an increase in the num-

ber of shares held, and not recorded as investment

income. When the fair market value of the investment

declines and the chance of recovery is remote, the Bank

adjusts its book value to the new fair market value and

recognizes an investment loss.

3.2.4 Collateral and residuals taken over: 

Collateral and residuals taken over are recorded at cost,

and stated at the lower of cost or fair market value

method on the balance sheet date.

3.2.5 Reserve for loss on guarantee:

The Bank evaluates the potential losses of acceptances,

guarantees and letter of credit with the outstanding

amount on end of balance sheet date, and appropriates

the reserve.

3.2.6 Reserve for accidental losses: 

Reserve for accidental losses is provided based on 2% of

monthly brokerage income to cover the possible losses

arising from mistakes of securities processing. The pro-

vision for the accidental loss will be adjusted based on

actual incurred losses. 

3.2.7 Reserve for losses on trading securities:

According to the “Rules Governing the Administration

of Securities Firms” (R. G. A. S. F.), 0.0028% of month-

ly brokerage income must be provided as a reserve for

defaults until the balance of the provision equals

NT$200,000,000.

3.2.8 Reserve for losses on trading securities: 

According to the “R.G. A. S. F.”, 0.0028% of monthly
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brokerage income must be provided as a reserve for

defaults until the balance of the provision equals

NT$200,000,000. Such reserve can only be used to offset

default losses or other purposes as approved by Security

& Futures Committee.

3.2.9 Derivative financial instruments:

a. Assets and liabilities covered by forward currency

exchange contracts, which are not entered into for

hedging purposes, are recorded at the forward rate on

the contract-entering date. On the settlement date, the

realized foreign exchange gains or losses are included

in current operating results. If the settlement date is

after the balance sheet date, the forward currency

exchange contracts are converted into NT dollars at

the forward rate on the balance sheet date, and the

resulting unrealized foreign exchange gains or losses

are included in current operating results. The balances

of receivables and payables resulting from forward

contracts were offset on the balance sheet date and the

differences were shown as an asset or liability.

b. Swap agreements for foreign currency transactions

were measured by the spot rate when the contracts

were made. The differences resulting from the

changes in rates between the contract date and spot

date were amortized over the contract period. On the

balance sheet date, the exchange gains or losses,

adjusted by local prevailing exchange rates, are rec-

ognized as period gains or losses. The balances of

receivables and payables resulting from swap agree-

ments were offset on the balance sheet date and the

differences were shown as an asset or liability.

c. Assets and liabilities covered by forward currency

exchange contracts to meet the cash flow needs of

different currencies, are recorded at the spot rate on

the contract-entering date for short-term purpose. For

long-term purpose, assets and liabilities are recorded

at the forward rate on the contract-entering date. The

differences resulting from the changes in rates

between the contract date and spot date were amor-

tized over the contract period using the straight-line

method, and recognized as interest income or

expense. Interest is calculated at the period and rate

stated in the contract, and recognized as interest

income or expense.

3.3 When evaluating the credit and non-credit assets listed
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in the Bank’s balance sheet and off-balance sheet, the

Bank follows the MOF’s regulations and appropriates

the allowance for the doubtful loans and losses based on

the following ratios: 

3.3.1  The categories for evaluating reserve for doubtful loans

and losses are as follows:

a. 0.04% for the outstanding amount of the loans regu-

larly repaid.

b. 1% of the outstanding amount of the loans expected

to be fully returned. 

c. 50% of the outstanding amount of the loans which

may not be fully returned on schedule. 

d. 100% of the outstanding amount of the loans which

are impossible to be fully returned. 

The overseas branches appropriate the allowance for the

doubtful loans based on the laws and the regulations

published by the government authorities of the countries

where they are located. 

3.3.2  The principles for evaluating reserve for doubtful loans

and losses are as follows:

a. 0% for the outstanding amount of the loans regularly

repaid.

b. 0% of the outstanding amount of the loans expected

to be fully returned. 

c. 50% of the outstanding amount of the non-credit

assets which may not be fully returned on schedule. 

d. 100% of the outstanding amount of the non-credit

assets which are impossible to be fully returned. 

The overseas branches appropriate the allowance for the

doubtful loans based on the laws and the regulations

published by the government authorities of the countries

where they are located. 
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The Bank's practice of corporate governance and the common corporate governance requirements for the banking
industry

Item Execution Difference from the common
requirements

1. Structure of a bank's sharehold-
ers and equities 
1.1 The means a bank applies for

dealing with the shareholders'
suggestions and disputes 

1.2 To set a fire wall and risk control
mechanism to reduce the risks
involved with a bank's related
companies 

1.1 Clients and shareholders are welcome to leave message concerning any
questions or inquiries about the Bank s operations and services through
the Bank s service hotline or its Web site. Besides, the Bank has a Call
Center to help clients or shareholders solve their problems or disputes. 

1.2 a.  Separate personnel rules: 
Non CHB executives: The staff workers transferred to CHB Life

Insurance Agency or CHB Insurance
Brokerage Company do not hold any posi-
tions at the Bank. 

CHB executives: They take offers at other companies in accordance
with the Bank's regulations. 

b.  Financial management:
CHB Life Insurance Agency and CHB Insurance Brokerage Company
operate with separate financial systems, which disclose the details
about their financial interaction and transactions with the Bank. All the
financial documents should be approved by the CPA.  

c.  Assets management: 
The Bank and its two subsidiaries CHB Life Insurance Agency and
CHB Insurance Brokerage Company manage their assets separately,
and they all have their financial reports approved by the CPA. 

1.1 In accordance with the common
requirements for the banking
industry.  

1.2 The same as above. 

2. Board of directors and its respon-
sibilities
2.1 Independent directors 

2.2 Regular evaluation of the financial
reports and the independent
auditing of the CPA 

2.1 The Bank has not stipulated an appropriate number of independent direc-
tors to be elected in the shareholders meeting. 

2.2 The Bank follows the decisions of the board of directors in hiring or dis-
missing the Bank s accountants and the payments for their services.
The Bank regularly replaces its accountants to assure impartial assess-
ment and independent auditing on the Bank s financial reports. 

2.1 For this issue, the Bank practices
in accordance with the govern-
ment authorities guidelines.

2.2 In accordance with the corporate
governance guidelines for bank-
ing industry. 

3. Supervisors and their responsibili-
ties 
3.1 The independent supervisors

3.2 Interaction among supervisors,
employees and shareholders

3.1 The Bank has not stipulated an appropriate number of independent super-
visors to be elected in the shareholders meeting.

3.2 a. In performing their duties, supervisors keep frequent contacts with the
Bank's employees of different levels from all divisions of the Bank so as
to have better understanding of the Bank's operations. 

b. Employees can make suggestions or express their opinions to the Bank
's Humane Resource Division or leaving messages of their opinions or
questions in the communication area of the Bank's Web site. 

c. The same as 1.1 stated above. 

3.1 For this issue, the Bank practices
in accordance with the govern-
ment authorities'  guidelines.

3.2 In accordance with the corporate
governance guidelines for bank-
ing industry.

4. Information disclosure
To fully disclose its information, a
bank has a special group engaged on
gathering and compiling the bank's
information. The information is
announced through the bank's
spokesman, Web site, regularly held
press conferences or the meetings
with institutional investors. 

4.1. The Bank's biannual and annual financial reports are available on its global
informational Web site, on the section of the "financial Information." These
reports as well as the significant information about the Bank's operations
and its practice of the corporate governance are also available on the
Bank's Web site which is hyper linked to the "Market Observation Post
System" section of the Web site of the Taiwan Stock Exchange. Both
English and Chinese information are available on the Bank's Web site. 

4.2. For any significant events about the Bank's operations, the Bank's
spokesman holds press conferences or other activities to disclose the infor-
mation to the mass media and the public. The information will be also pub-
lished on the "Market Observation Post System" section of the Web site of
the Taiwan Stock Exchange. The Bank has a special working group
engaged on gathering and disclosing the Bank's information.

In accordance with the corporate
governance guidelines for banks.
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Item Execution Difference from the common
requirements

6. Other information helpful for
better understanding a bank's
operations such as on-job edu-
cation of directors and supervi-
sors, participation of directors
and supervisors in a bank's reg-
ular meetings, the practices of
directors and supervisors for
not getting involved with any
projects related to their inter-
ests, liability insurances for a
bank's independent directors,
supervisors and, execution of a
bank's risk control policy, con-
sumer protection, responsibili-
ties of managers, and a bank's
social responsibility and so on

6.1 On-job education of directors and supervisors: The Bank refers to the on-
job education guidelines published by the Taiwan Stock Exchange (TSE)
and set its own guidelines for the on-job education of its directors and
supervisors and has required them to follow. 

6.2 Information about the on-job education of the directors and supervisors
and their participation in the meetings of the board of directors is dis-
closed on the "Market Observation Post System” section of the Web site
of the Taiwan Stock Exchange. 

6.3 In accordance with the rules of the board of directors, the directors will not
get involved with any projects related to their interests during the course
of decision and execution of the projects. 

6.4 Without independent directors and supervisors, the directors and supervi-
sors at the Bank are not required to buy liability insurances in compliance
with the government s policy. 

6.5 Risk control policy and implementation: 
a. The Bank and its related businesses have set up firewalls and risk con-

trol mechanisms. (See details from item 1.2 in this table)
b. For building a comprehensive risk control mechanism, the Bank set up

Credit Risk Division in charge of credit extension policies, credit limits,
risks of the related parties, different risks involved with different busi-
nesses, different risks involved with different groups of clients, central-
ized risk control system and debt application review procedure;
Institutional Risk Division in charge of credit risks, liquidity risks, market
risks, interest rate risks, operational risks, country risk, counterparty
risk and capital management; Loan Asset Management Division in
charge of non-performing loans, overdue loans, bad assets and debt
collections. 

6.6 Consumer protection: The Bank has set the guidelines for dealing with
emergency, and set various channels for clients to express their com-
plaints or opinions (see 1.1 of the table) so as to satisfy their demands
and protect their interests. The securities agencies of the Bank also follow
the requirement for securities firms to donate a certain ratio of its monthly
revenues to the Securities and Futures Investors Protection Center
(SFIPC) to support the Center's practices in helping solve investors
problems and protect their interests. 

6.7 The responsibilities of managers are stated in the Bank's corporate char-
ter, structural guidelines, and principles for defining employee's duties and
so on. Managers should implement their duties and be responsible for
their duties. 

6.8 The Bank s practices for environmental protection include resource recy-
cling, garbage classification, using disposable tableware and improving
public facilities. It also helps take care of public areas and adopts the
plants on the roadside. Besides, it sponsors various charity activities and
makes donations to support the social education programs, international
activities and other events arranged by foundations, communities, social
associations or other private institutions. To fulfill more social responsibili-
ties, the Bank regularly provides scholarships and financial assistances to
students for every semester.  

5. Operations of the auditing commit-
tee and other functional commit-
tees of a bank

Currently, the Bank does not set up an auditing committee and other rele-
vant committees. 

Under the corporate governance
guidelines for banking industry, it s
not mandatory for a bank to run an
auditing committee. The Bank s
practice is in accordance with the
government authorities guidelines. 
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SWIFT
DOMESTIC OFFICES ADDRESS TEL/FAX TLX

400 38 04 22222001

Head Office Taichung 38, Sec. 2, Tsu Yu Rd., Taichung 400, Taiwan 04 22272848

104 57 02 25362951

Head Office Taipei 57, Sec. 2, Chung Shan N. Rd., Taipei 104, Taiwan

Web Site:http://www.chb.com.tw

400 38 04 22230001 CCBCTWTP220

Business Department 38, Sec. 2, Tsu Yu Rd., Taichung 400, Taiwan 04 22231170 

402 78 04 22650011

Taichung Branch 78, Sec. 2, Fu Hsing Rd., Taichung 402, Taiwan 04 22650101

403 6 04 22011122

Pei-Taichung Branch 6, Sec. 1, Taichung Kang Rd., Taichung 403, Taiwan 04 22018400

402 102 04 22243181 CCBCTWTP401

Nan-Taichung Branch 102, Taichung Rd., Taichung 402, Taiwan 04 22209684

404 10 04 22322922

Peitun Branch 10, Peitun Rd., Taichung 404, Taiwan 04 22351018

407 1-16 04 23271717

Chung-Kang Branch 1-16, Sec. 2, Taichung Kang Rd., Taichung 407, Taiwan 04 23271700

406 447 04 22969966

Shuinan Branch 447, Sec. 3, Wen Hsin Rd., Taichung 406, Taiwan 04 22961995

408 306 04 23220011

Nantun Branch 306, Sec. 1, Wen Hsin Rd., Taichung 408, Taiwan 04 23208260

407 121 04 23593435

Hsitun Branch 121, Sec .3, Taichung Kang Rd., Taichung 407, Taiwan 04 23591264

402 78 3 04 22660011

Taichung Securities Broker 3rd FL. 78, Sec. 2, Fu Hsing Rd., Taichung 402, Taiwan 04 22660060

400 38 04 22255161

Nan-Taichung Securities Broker 38, Sec. 2, Tsu Yu Rd., Taichung 400, Taiwan 04 22250361

200 60 02 24233933 CCBCTWTP410

Keelung Branch 60, Ai 4th Rd., Keelung 200, Taiwan 02 24261673

200 100 02 24233941

Jenai Branch 100, Hsiao 2nd Rd., Keelung 200, Taiwan 02 24278642

201 57 1 02 24233861

Tung-Keelung Branch 57, Hsin 1st Rd., Keelung 201, Taiwan 02 24239760

260 18 03 9352511

Ilan Branch 18, Kuang Fu Rd., Ilan City, Ilan Hsien 260, Taiwan 03 9329224

Note:  Foreign exchange units    Foreign exchange dealership units
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265 194 03 9551171

Lotung Branch 194,Chung Cheng Rd., Lotung Town,Ilan Hsien 265,Taiwan 03 9552786

270 121 03 9961116

Suao Branch 121, Sec.1, Chung Shan Rd., Suao Town,Ilan Hsien 270,Taiwan 03 9962371

104 57 2 02 25621919 CCBCTWTP

Operations & IT Division 2nd Fl.,57, Sec .2,Chung Shan N. Rd.,Taipei 104,Taiwan   02 25410452  11323CHBANKFD

02 25714717 11695 CHBANKFD

104 57 1 02 25514256

Central Branch 1st Fl., 57, Sec. 2, Chung Shan N. Rd., Taipei 104, Taiwan 02 25628753

104 57 12 02 25362951

Trust Division 12th Fl., 57, Sec.2, Chung Shan N. Rd., Taipei 104, Taiwan 02 25215447

02 25217855

100 68 3 02 23619654

Taipei Securities Broker 3rd Fl., 68, Heng Yang Rd., Taipei 100, Taiwan 02 23113726

104 57 5 02 25362951 CCBCTWTP212

Offshore Banking Branch 5th Fl., 57, Sec.2, Chung Shan N. Rd., Taipei 104, Taiwan 02 25374460

02 25214873

100 27 02 23617211 CCBCTWTP501

Taipei Branch 27, Sec. 1, Chung King S. Rd., Taipei 100, Taiwan 02 23816585

100 68 02 23113791

Chengnei Branch 68, Heng Yang Rd., Taipei 100, Taiwan 02 23112853

106 71 02 27849821 CCBCTWTP527

Tunhwa Branch 71, Sec. 2,Tun Hwa S. Rd., Taipei 106, Taiwan 02 27061940

02 27029400

108 304 02 23060201

Wanhua Branch 304, Kang Ting Rd., Taipei 108, Taiwan 02 23083413

108 312 02 23042141

Shuangyuan Branch 312, Chu Kuang Rd., Taipei 108, Taiwan 02 23025300

108 169-2 02 23719271

Hsimen Branch 169-2, Hsi Ning S. Rd., Taipei 108, Taiwan 02 23121417

103 18 02 25586271 CCBCTWTP500

Peimen Branch 18, Sec. 1, Yen Ping N. Rd., Taipei 103, Taiwan 02 25553451

103 120 02 25585151

Yunglo Branch 120, Sec. 1, Di Hwa St., Taipei 103, Taiwan 02 25568821

103 123 02 25555121 CCBCTWTP505

Chiencheng Branch 123, Nanking W. Rd., Taipei 103, Taiwan 02 25567172

103 199 02 25919113 CCBCTWTP506

Tatung Branch 199, Sec. 3, Chung King N. Rd., Taipei 103, Taiwan 02 25926402
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105 54-1 02 27121311 CCBCTWTP523

Min-Sheng Branch 54-1, Sec. 4, Min Sheng E. Rd., Taipei 105, Taiwan 02 27182123

02 27120379

104 111 02 25711241 CCBCTWTP508

Chungshan North Rd.Branch 111, Sec. 2, Chung Shan N. Rd., Taipei 104, Taiwan 02 25212861

104 609 02 25950551

Ching-Kuang Branch 609,Lin Sen N. Rd., Taipei 104, Taiwan 02 25974734

106 136 02 27033737 CCBCTWTP528

Chien-Kuo Branch 136, Sec. 3, Jen Ai Rd., Taipei 106, Taiwan 02 27081145

104 98 02 25626151 CCBCTWTP300

Chilin Branch 98, Sec. 2, Nanking E. Rd., Taipei 104, Taiwan 02 25315616

104 23-1 02 25230739 CCBCTWTP971

Chang-An E.Rd.Branch 23-1, Sec. 1, Chang An E. Rd., Taipei 104, Taiwan 02 25230172

106 33 02 23921241

Tungmen Branch 33, Sec. 2, King-Shan S. Rd., Taipei 106, Taiwan 02 23927678

100 47 02 23560000

Chung-Cheng Branch 47, Sec. 1, King-Shan S. Rd., Taipei 100, Taiwan 02 23570780

106 25 02 23517211

Kuting Branch 25, Sec. 2, Roosevelt Rd., Taipei 106, Taiwan 02 23928702

106 164 02 27713151 CCBCTWTP520

Chung-Hsiao Tung Lu Branch 164, Sec. 4,Chung Hsiao E. Rd., Taipei 106, Taiwan 02 27311249

110 1-2 02 27682322

Yung-Chun Branch 1-2, Sec. 5, Chung Hsiao E. Rd., Taipei 110, Taiwan 02 27654923

106 177 02 23213214 CCBCTWTP513

Taan Branch 177, Sec. 1, Ho Ping E. Rd., Taipei 106, Taiwan 02 23943842

106 155 02 27039081 CCBCTWTP521

Hsin-Yi Branch 155, Sec. 4, Hsin Yi Rd., Taipei 106, Taiwan 02 27021433

02 27039101

106 31 02 27514066

Jen-Ho Branch 31, Sec. 4, Jen Ai Rd., Taipei 106, Taiwan 02 27763186

110 333 3 02 27203101 CCBCTWTP526

Taipei World Trade Center Branch 3rd Fl.,333, Sec. 1, Keelung Rd., Taipei 110, Taiwan 02 27576385

104 225 02 27153535 CCBCTWTP514

Chengtung Branch 225, Sec. 3, Nanking E. Rd., Taipei 104, Taiwan 02 27123175

02 27134607

104 23 02 27312211 CCBCTWTP515

Chunglun Branch 23, Lung Chiang Rd., Taipei 104, Taiwan 02 27529492
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105 367 02 27173222 CCBCTWTP525

Fu-Hsing Branch 367,Fu Hsing N. Rd., Taipei 105, Taiwan 02 27187905

104 261 02 25024923 CCBCTWTP975

Sung-Chiang Branch 261,Sung Chiang Rd., Taipei 104, Taiwan 02 25024931

111 21 02 28822354 CCBCTWTP517

Shihlin Branch 21,Fu Teh Rd., Shihlin, Taipei 111, Taiwan 02 28829151

111 88 02 28333232

Tienmu Branch 88, Sec. 6, Chung Shan N. Rd., Taipei 111, Taiwan 02 28333131

110 165 02 27625242 CCBCTWTP519

Sungshan Branch 165, Yung Chi Rd., Taipei 110, Taiwan 02 27692414

105 213 02 27639611

Hsi-Sung Branch 213, Sec. 5, Nanking E. Rd., Taipei 105, Taiwan 02 27697636

105 126 02 25704567 CCBCTWTP522

Tung-Taipei Branch 126, Sec. 4, Nanking E. Rd., Taipei 105, Taiwan 02 25702577

114 513 26 02 27978966 CCBCTWTP979

Hsi-Neihu Branch 26, Lane 513, Juikuang Rd., Neihu, Taipei 114, Taiwan 02 27971399

104 589 02 25337861

Tachih Branch 589, Pei An Rd., Tachih, Taipei 104, Taiwan 02 25334835

114 100 02 26590766

Nei-Hu Branch 100,Wen Teh Rd., Neihu, Taipei 114, Taiwan 02 26590767

114 109 02 27904567

Tung-Hu Branch 109,Sec 6, Min Chuan E Rd., Neihu, Taipei 114, Taiwan 02 87926060

115 48 02 27833456 CCBCTWTP980

Nankang Branch 48, Sec. 3, Nankang Rd., Taipei 115, Taiwan 02 27885313

116 48 02 86617377

Mucha Branch 48, Sec. 3, Mu Hsin Rd., Taipei 116, Taiwan 02 86617399

221 93 02 26947878

Hsi-Chih Branch 93, Chung Hsing Rd., Hsichih City, Taipei Hsien 221, Taiwan 02 26941292

251 67 02 26219998

Tanshui Branch 67, Sec. 1 Chung Shan N. Rd., Tanshui Town, Taipei Hsien 251, Taiwan 02 26255235

224 38 02 24972860

Juifang Branch 38, Sec .3, Ming Deng Rd., Juifang Town, Taipei Hsien 224, Taiwan 02 24972848

241 89 02 29733450

Sanchungpu Branch 89, Sec. 1, Chunghsin Rd., Sanchung City, Taipei Hsien 241, Taiwan 02 29752527

241 65 02 29823110

Pei-Sanchungpu Branch 65, Cheng Yi N. Rd., Sanchung City, Taipei Hsien 241, Taiwan 02 29848411
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241 303 02 29821100 CCBCTWTP561

Tung-Sanchung Branch 303, Cheng Yi N. Rd., Sanchung City, Taipei Hsien 241, Taiwan 02 29883597

241 22 02 29820221

Hsi-Sanchung Branch 22, Sec. 2, Chung Yang Rd., Sanchung City, Taipei Hsien 241, Taiwan 02 29820358

241 82 02 29771234

Nan-Sanchung Branch 82, Chung Cheng S. Rd., Sanchung City, Taipei Hsien 241, Taiwan 02 29769550

241 368 02 22871441

San Ho Rd.Branch 368, Sec. 4, San Ho Rd., Sanchung City, Taipei Hsien 241, Taiwan 02 22865817

247 23 02 22851000

Luchou Branch 23, San Min Rd., Luchou City, Taipei Hsien 247, Taiwan 02 22850518

231 135 02 29141650

Hsintien Branch 135, Sec. 1, Pei Hsin Rd., Hsintien City, Taipei Hsien 231, Taiwan 02 29141656

231 47 02 29131071 CCBCTWTP562

Pei Hsin Branch 47, Sec. 2, Pei Hsin Rd., Hsintien City, Taipei Hsien 231, Taiwan 02 29110251

231 98 02 22189001

Chicheng Branch 98, Min Chuan Rd., Hsintien City, Taipei Hsien 231, Taiwan 02 22180542

234 69 02 29243334

Yungho Branch 69, Sec. 2, Yung Ho Rd., Yungho City, Taipei Hsien 234, Taiwan 02 29235245

234 139 02 29221171

Fuho Branch 139, Fu Ho Rd., Yungho City, Taipei Hsien 234, Taiwan 02 29254971

235 182 02 22492711 CCBCTWTP564

Chungho Branch 182, Chung Ho Rd., Chungho City, Taipei Hsien 235, Taiwan 02 22452337

235 801 02 22259988

Shuangho Branch 801, Chung Cheng Rd., Chungho City, Taipei Hsien 235, Taiwan 02 22252821

235 338 02 29492345

Nanshih Chiao Branch 338, Jing Hsin St., Chungho City, Taipei Hsien 235, Taiwan 02 29491177

242 119 02 29937100 CCBCTWTP555

Hsinchuang Branch 119, Hsin Tai Rd., Hsinchuang City, Taipei Hsien 242, Taiwan 02 29969440

242 657 1 02 29066599

Nan-Hsinchuang Branch 657-1, Chung Cheng Rd.,Hsinchuang City, Taipei Hsien 242, Taiwan 02 29085252

242 245 02 29967137

Sy Yuan Branch 245, Sy Yuan Rd., Hsinchuang City, Taipei Hsien 242, Taiwan 02 29978513

244 46 02 26010711 CCBCTWTP968

Linkou Branch 46, Lin Kou Rd., Linkou Hsiang, Taipei Hsien 244, Taiwan 02 26010716
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238 135 02 26813621

Shulin Branch 135, Sec. 1, Chung Shan Rd., Shulin City, Taipei Hsien 238, Taiwan 02 26821787

220 22 02 29628161 CCBCTWTP557

Panchiao Branch 22, Sec. 1, Chung Shan Rd., Panchiao City, Taipei Hsien 220, Taiwan 02 29546254

220 62 02 29619181

Kuang-Fu Branch 62, Sec. 2, Chung Shan Rd., Panchiao City, Taipei Hsien 220, Taiwan 02 29530154

220 9 02 22591001

Chiang Tsui Branch 9, Sec. 2, Wen Hua Rd., Panchiao City, Taipei Hsien 220, Taiwan 02 22526591

236 45 02 22691155

Tucheng Branch 45, Sec. 3, Chung Yang Rd., Tucheng City, Taipei Hsien 236, Taiwan 02 22691153

237 89 02 26711261

Sanhsia Branch 89, Wen Hwa Rd., Sanhsia Town, Taipei Hsien 237, Taiwan 02 26732421

330 73 03 3346130 CCBCTWTP570

Taoyuan Branch 73, Chung Cheng Rd., Taoyuan City, Taoyuan Hsien 330, Taiwan 03 3346136

330 189 03 3320743

Pei-Taoyuan Branch 189, Yung An Rd., Taoyuan City, Taoyuan Hsien 330, Taiwan 03 3384238

338 7 03 3213666

Nankan Branch 7, Sec. 2, Nan Kan Rd., Luchu Hsiang, Taoyuan Hsien 338, Taiwan 03 3213377

333 235 03 3975555

Tung-Linkou Branch 235, Fu Hsing 1st Rd, Kueishan Hsiang, Taoyuan Hsien 333, Taiwan 03 3181150

320 95 03 4252101 CCBCTWTP571

Chungli Branch 95, Chung Cheng Rd., Chungli City, Taoyuan Hsien 320, Taiwan 03 4253601

320 155 03 4636688

Pei-Chungli Branch 155, Chung Hsiao Rd., Chungli City, Taoyuan Hsien 320, Taiwan 03 4352476

324 2 03 4941571

Hsin-Ming Branch 2, Chung Hsiao Rd., Pingchen City, Taoyuan Hsien 324, Taiwan 03 4942100

326 158 03 4783391

Yangmei Branch 158, Ta Cheng Rd., Yangmei Town, Taoyuan Hsien 326, Taiwan 03 4754930

326 82 03 4824935

Puhsin Branch 82, Chung Hsin Rd., Yangmei Town, Taoyuan Hsien 326, Taiwan 03 4828924

300 63 03 5253151

Hsinchu Branch 63, Chung Cheng Rd., Hsinchu 300, Taiwan 03 5263840

300 110 03 5339651

Pei-Hsinchu Branch 110, Sec. 2, Tung Ta Rd., Hsinchu 300, Taiwan 03 5339460
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300 5 2 03 5770780 CCBCTWTP575

Hsinchu Science 2nd Fl., 5, Industry E. Rd. VI., Science-based 03 5770996

Industrial Park Branch Industrial Park, Hsinchu 300, Taiwan

310 43 03 5962280

Chutung Branch 43, Sec. 2, Chang Chun Rd., Chutung Town,Hsinchu Hsien 310, Taiwan 03 5958365

360 636 037 326455

Miaoli Branch 636, Chung Cheng Rd., Miaoli City,Miaoli Hsien 360, Taiwan 037 334590

358 35 037 861501

Yuanli Branch 35, Wei Kong Rd., Yuanli Town, Miaoli Hsien 358, Taiwan 037 869242

437 405 04 26878711 CCBCTWTP581

Tachia Branch 405, Shun Tien Rd., Tachia Town, Taichung Hsien 437, Taiwan 04 26878754

436 196 04 26225151

Chingshui Branch 196, Chung Shan Rd., Chingshui Town, Taichung Hsien 436, Taiwan 04 26227461

433 52 04 26358599

Shalu Branch 52, Sha Tien Rd., Shalu Town, Taichung Hsien 433, Taiwan 04 26358577

432 23 04 26983711

Tatu Branch 23, Hua Chang St., Tatu Hsiang, Taichung Hsien 432, Taiwan 04 26983719

420 220 04 25269191 CCBCTWTP583

Fengyuan Branch 220, Chung Cheng Rd., Fengyuan City, Taichung Hsien 420, Taiwan 04 25246694

420 176 04 25261172

Nan-Feng Branch 176, Chung Shan Rd., Fengyuan City, Taichung Hsien 420, Taiwan 04 25253775

427 480-1 04 25322234

Tantzu Branch 480-1, Sec. 2, Chung Shan Rd., Tantzu Hsiang, Taichung Hsien 427, 04 25322035

Taiwan

423 456 04 25877160

Tungshih Branch 456, Feng Shih Rd., Tungshih Town, Taichung Hsien 423, Taiwan 04 25884371

413 900 04 23393567

Wufeng Branch 900, Chung Cheng Rd., Wufeng Hsiang, Taichung Hsien 413, Taiwan 04 23325941

411 89 04 22736789

Taipin Branch 89, Yung Feng Rd., Taipin City, Taichung Hsien 411, Taiwan 04 22737890

542 23 049 2338101

Tsaotun Branch 23, Ho Ping St., Tsaotun Town, Nantou Hsien 542, Taiwan 049 2353116

540 72 049 2226171

Nantou Branch 72, Sec. 2, Chang Nan Rd., Nantou City, Nantou Hsien 540, Taiwan 049 2235855

545 73 049 2983983

Puli Branch 73, Hsi Kang Rd., Puli Town, Nantou Hsien 545, Taiwan 049 2983989
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553 144 049 2772121

Shuilikeng Branch 144, Min Chyuan Rd., Shuili Hsiang, Nantou Hsien 553, Taiwan 049 2771070

557 169-1 049 2643175

Chushan Branch 169-1, Chushan Rd., Chushan Town, Nantou Hsien 557, Taiwan 049 2643179

500 57 04 7242101 CCBCTWTP600

Changhwa Branch 57, Ho Ping Rd., Changhwa City, Changhwa Hsien 500, Taiwan 04 7256294

502 337 049 2520288

Fenyuan Branch 337, Sec. 4, Chang Nan Rd, Chulin Tsun, Fenyuan Hsiang,Changhwa 049 2520266

Hsien 502, Taiwan 

- 502 147 049 2523103

Chiahlao Sub-Branch 147, Sec. 1, Fen Tsao Rd, Chiahsing Tsun, Fenyuan Hsiang, Changhwa 049 2529050

of Fenyuan Branch Hsien 502, Taiwan

- 502 282 049 2522960

Shehkou Sub-Branch 282, Sec. 2, Fen Tsao Rd, Shehkou Tsun, Fenyuan Hsiang, Changhwa 049 2524339

of Fenyuan Branch Hsien 502, Taiwan

- 502 72 04 8590220

Tachang Sub-Branch 72, Sec. 2, Ta Chang Rd, Chunglun Tsun,Fenyuan Hsiang, Changhwa 04 8590784

of Fenyuan Branch Hsien 502 ,Taiwan

- 502 184 049 2525623

Hsitou Sub-Branch 184, Sec.1, Chang Nan Rd, Hsitou Tsun, Fenyuan Hsiang, Changhwa 049 2529051

of Fenyuan Branch Hsien 502, Taiwan

505 137 04 7773311

Lukang Branch 137, Chung Shan Rd., Lukang Town, Changhwa Hsien 505, Taiwan 04 7777447

510 495 04 8322101 CCBCTWTP602

Yuanlin Branch 495, Chung Cheng Rd., Yuanlin Town, Changhwa Hsien 510, Taiwan 04 8320045

514 158 04 8853471

Hsihu Branch 158, Sec. 3, Chang Shui Rd., Hsihu Town, Changhwa Hsien 514, 04 8853476

Taiwan

516 72 04 8659901

Puyen Branch 72, Sec. 2, Yuan Lu Rd, Haohsiu Tsun, Puyen Hsiang, Changhwa 04 8659912

Hsien 516, Taiwan

- 516 27 5 04 8652343

Putung Sub-Branch 5, Lane 27, Chung Cheng Rd, Puyen Tsun, Puyen Hsiang, 04 8653020

of Puyen Branch Changhwa Hsien 516, Taiwan 

- 516 2 8 04 8651049

Hsinshui Sub-Branch 2-8, Lane 1, Ta Hsin Rd, Hsinshui Tsun,Puyen Hsiang, Changhwa 04 8653023

of Puyen Branch Hsien 516, Taiwan 

- 516 4 8 04 8850499

Talien Sub-Branch 4-8, Pu Ta Rd, Talien Tsun, Puyen Hsiang, Changhwa Hsien 04 8858184

of Puyen Branch 516, Taiwan
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- 516 187 04 8656410

Yungpin Sub-Branch 187, Sec. 3, Yuan Lu Rd, Hsinhsing Tsun,Puyen Hsiang, Changhwa 04 8656462

of Puyen Branch Hsien 516, Taiwan

521 172 04 8882811

Peitou Branch 172, Sec. 1, Tou Yuan Rd., Peitou Town, Changhwa Hsien 521, Taiwan 04 8882816

528 195 04 8985301

Fangyuan Branch 195, Fang Yuan Sec., Tou Yuan Rd, Jenai Tsun, Fangyuan Hsiang, 04 8984341

Changhwa Hsien 528, Taiwan 

- 528 1 04 8932718

Tsaohu Sub-Branch 1, Kung Hu Rd, Hsinsheng Tsun, Fangyuan Hsiang, Changhwa 04 8933021

of Fangyuan  Branch  Hsien 528 , Taiwan

- 528 374 04 8983320

Lusang Sub-Branch 374, Lu Sang Sec., Sang Lin Rd, Lupin Tsun ,Fangyuan Hsiang, 04 8981150

of Fangyuan  Branch Changhwa Hsien 528 ,Taiwan

- 528 312 1 312 2 04 8932231

Wangkung Sub-Branch 312-1& 312-2, Wang Kung Sec., Fang Han Rd, Minsheng Tsun, 04 8932621

of Fangyuan  Branch Fangyuan Hsiang, Changhwa Hsien 528, Taiwan

648 225 05 5863611

Hsiluo Branch 225, Chung Shan Rd., Hsiluo Town, Yunlin Hsien 648, Taiwan 05 5868035

640 70 05 5324116

Touliu Branch 70, Chung Shan Rd., Touliu City, Yunlin Hsien 640, Taiwan 05 5321542

630 49 05 5974191

Tounan Branch 49, Hsin Hsing St., Tounan Town, Yunlin Hsien 630, Taiwan 05 5961601

632 35 05 6322561

Huwei Branch 35, Chung Cheng Rd., Huwei Town, Yunlin Hsien 632, Taiwan 05 6321655

633 96-2 05 6621116

Tukoo Branch 96-2, Chung Cheng Rd., Tukoo Town, Yunlin Hsien 633, Taiwan 05 6622811

651 51 05 7836121

Peikang Branch 51, Wen Hwa Rd., Peikang Town, Yunlin Hsien 651, Taiwan 05 7835460

622 246 05 2653221

Talin Branch 246, Hsiang Ho Rd., Talin Town, Chiayi Hsien 622, Taiwan 05 2650121

600 386 05 2278141 CCBCTWTP621

Chiayi Branch 386, Chung Shan Rd., Chiayi 600, Taiwan 05 2225870

600 350 05 2276032

Tung-Chiayi Branch 350, Chung Cheng Rd., Chiayi 600, Taiwan 05 2223601
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600 290 05 2342166

Pei-Chiayi Branch 290, Yu Ai Rd.,Chiayi 600, Taiwan 05 2815459

730 146 06 6323871

Hsinying Branch 146, Fu Hsing Rd., Hsinying City, Tainan Hsien 730, Taiwan 06 6323810

710 839 06 2545386

Yungkang Branch 839, Chung Cheng S. Rd., Yungkang City, Tainan Hsien 710, Taiwan 06 2544750

710 473 3 06 3125318

Chung-Hua Road Branch 473-3, Shiaw Tung Rd., Yungkang City, Tainan Hsien 710, Taiwan 06 3138790

700 88 06 2221281 CCBCTWTP640

Tainan Branch 88, Chung Cheng Rd., Tainan 700, Taiwan 06 2223317

700 151 06 2254161

Yenping Branch 151, Sec. 2, Min Chyuan Rd., Tainan 700, Taiwan 06 2267813

703 94 06 2235141 CCBCTWTP642

Hsi-Tainan Branch 94, Sec. 3, Min Chu Rd., Tainan 703, Taiwan 06 2205441

700 95 1 06 2267141

Tung-Tainan Branch 95-1, Sec.1, Pei Men Rd., Tainan 700, Taiwan 06 2204874

702 655 06 2263181

Nan-Tainan Branch 655, Sec. 1, Hsi Men Rd., Tainan 702, Taiwan 06 2204810

704 367 06 2523450

Pei-Tainan Branch 367, Sec. 4, Hsi Men Rd., Tainan 704, Taiwan 06 2512839

842 102 07 6615481

Chishan Branch 102, Chung Shan Rd., Chishan Town, Kaohsiung Hsien 842, Taiwan 07 6615490

820 293 07 6216111

Kangshan Branch 293, Kang Shan Rd., Kangshan Town, Kaohsiung Hsien 820, Taiwan 07 6214801

830 264 07 7470101

Fengshan Branch 264, San Min Rd., Fengshan City, Kaohsiung Hsien 830, Taiwan 07 7426262

821 486 07 6972151

Luchu Branch 486, Chung Shan Rd., Luchu Hsiang, Kaohsiung Hsien 821, Taiwan 07 6974491

831 539 07 7824356

Ta-Fa  Branch 539, Feng Ling 3rd Rd., Taliaw Hsiang, Kaohsiung Hsien 831, Taiwan 07 7826225

802 59 07 3361620 CCBCTWTP811

Kaohsiung Branch 59, Min Chyuan 1st Rd., Kaohsiung 802, Taiwan 07 3358484

07 3333096

800 456 07 2361191

Chi-Hsien Branch 456, Chung Hsiao 1st Rd., Kaohsiung 800, Taiwan 07 2369229
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803 85 07 5313181

Yencheng Branch 85, Ta Yeong Rd., Kaohsiung 803, Taiwan 07 5514151

801 109 07 2217741 CCBCTWTP814

Tung-Kaohsiung Branch 109, Chung Cheng 4th Rd., Kaohsiung 801, Taiwan 07 2824862

806 13 07 7158000

Nan-Kaohsiung Branch 13, Yung Feng Rd., Kaohsiung 806, Taiwan 07 7173514

811 720 07 3662566

Pei-Kaohsiung Branch 720, Hou Chang Rd., Kaohsiung 811, Taiwan 07 3663710

807 157 07 2918131

Sanmin Branch 157, Her Pei 2nd Rd., Kaohsiung 807, Taiwan 07 2918137

802 139 07 2222200

Hsinhsing Branch 139, Chung Cheng 2nd Rd., Kaohsiung 802, Taiwan 07 2222208

806 155 07 3344121

Chanchen Branch 155, San Do 3rd Rd., Kaohsiung 806, Taiwan 07 3328241

807 7 07 3123101

Chiu-Ju Lu Branch 7, Chiu Ju 2nd Rd., Kaohsiung 807, Taiwan 07 3120191

807 123 07 2358527

Chienhsing Branch 123, Chien Kuo 2nd Rd., Kaohsiung 807, Taiwan 07 2368171

804 517 07 5545151

Po-Ai Branch 517, Po Ai 1st. Rd., Kaohsiung 804, Taiwan 07 5553202

802 2 07 3353171

Lingya Branch 2, Syh Wei 4th Rd., Kaohsiung 802, Taiwan 07 3353393

802 109 07 7715101

Ta-Shun Branch 109, Chien Kuo 1st Rd., Kaohsiung 802, Taiwan 07 7133512

800 456 3 07 2355658

Chi-Hsien Securities Broker 3rd Fl., 456, Chung Hsiao 1st Rd., Kaohsiung 800, Taiwan 07 2355785

900 117-2 08 7342705
Pingtung Branch 117-2, Chung Cheng Rd., Pingtung City, Pingtung Hsien 900, Taiwan 08 7338190

920 115-117 08 7883911
Chaochou Branch 115-117, Yen Ping Rd., Chaochou Town, Pingtung Hsien 920, Taiwan 08 7880144

927 303 08 8758006
Linpien Branch 303, Chung Shan Rd, Jenho Tsun, Linpien Hsiang, 08 8750482

Pingtung Hsien 927, Taiwan

- 927 195 08 8752045
Chunglin Sub-Branch 195, Chung Lin Rd, Chunglin Tsun, Linpien Hsiang, 08 8755092
of Linpien Branch Pingtung Hsien 927, Taiwan 
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- 927 3 08 8752149
Chulin Sub-Branch 3, Chung Hsin Rd, Chulin Tsun, Linpien Hsiang, 08 8752149
of Linpien Branch Pingtung Hsien 927, Taiwan 

- 927 20 08 8752244
Chen-An Sub-Branch 20, Chung Cheng Rd, Chen-An Tsun, Linpien Hsiang, 08 8757865
of Linpien Branch Pingtung Hsien 927, Taiwan

- 927 77 08 8752475
Chifeng Sub-Branch 77, Kuang Chen Rd, Chifeng Tsun, Linpien Hsiang, 08 8752475
of Linpien Branch Pingtung Hsien 927, Taiwan

- 927 25 08 8754773
Shuili Sub-Branch 25, Feng Tso Rd, Shuili Tsun, Linpien Hsiang, 08 8754773
of Linpien Branch Pingtung Hsien 927, Taiwan.

928 74 08 8351521
Tungkang Branch 74, Chung Cheng Rd., Tungkang Town, Pingtung Hsien 928, Taiwan 08 8351528

944 15 08 8822655
Checheng Branch 15, Chung Shan Rd, Fuhsing Tsun, Checheng Hsiang, 08 8822607

Pingtung Hsien 944, Taiwan 

- 945 6 08 8831634
Mudan Sub-Branch 6, Shih Men Rd, Shihmen Tsun, Mudan Hsiang, 08 8831676
of Checheng Branch Pingtung Hsien 945, Taiwan

970 191 03 8323961
Hualien Branch 191, Chung Shan Rd., Hualien City,Hualien Hsien 970, Taiwan 03 8337215

950 226 089 324311
Taitung Branch 226, Jeng Chih Rd., Taitung City, Taitung Hsien 950, Taiwan 089 318806

100 47 2 02 23973801
Commercial Regional Center One 2nd Fl., 47, Sec. 1, King-Shan S. Rd., Taipei 100, Taiwan 02 23519683

103 123 2 02 25521010
Commercial Regional Center Two 2nd Fl., 123, Nanking W. Rd., Taipei 103, Taiwan 02 25503003

235 182 3 02 22401223
Commercial Regional Center Three 3rd Fl., 182, Chung Ho Rd., Chungho City, 02 22455116

Taipei Hsien 235, Taiwan

402 78 12 04 22601588
Commercial Regional Center Four 12th Fl., 78, Sec. 2, Fu Hsing Rd., Taichung 402, Taiwan 04 22606101

702 655 5 06 2218666
Commercial Regional Center Five 5th Fl., 655, Sec. 1, Hsi Men Rd., Tainan 702, Taiwan 06 2213636

803 85 3 07 5219123
Commercial Regional Center Six 3rd Fl., 85, Ta Yeong Rd., Kaohsiung 803, Taiwan 07 5219636
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Overseas Presence

CHB ANNUAL REPORT

Overseas Correspondent Banks

ASIA PACIFIC 794

JAPAN 151

ASIA excluding Japan AUSTRALIA, OCEANIA 599

MIDDLE EAST 44

THE AMERICAS 382

USA 265

CANADA 50

LATIN AMERICA 67

EUROPE 865

AFRICA 24

TOTAL 2056
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OVERSEAS UNITS ADDRESS/E-MAIL TEL/FAX TLX

685 Third Avenue 29th Floor, New York NY10017, U.S.A. 1-212-651-9770 CCBCUS33

NEW YORK BRANCH chbny@worldnet.att.net 1-212-651-9785 6790574 CHCB NY

ccbny@worldnet.att.net 1-212-651-9786

Wells Fargo Center 1, 333 South Grand Avenue, Suite #600, 1-213-620-7200 CCBCUS6L

LOS ANGELES BRANCH   Los Angeles, CA 90071, U.S.A. 1-213-620-7227 404250951 UI

changhwa@chbla.com 1-213-626-2262

World Trade Center, Strawinskylaan 959, 1077XX Amsterdam, 31-20-664-5451 CCBCNL2A

AMSTERDAM BRANCH The Netherlands 31-20-664-8979 13063 CCB NL

info@changhwa-bank.nl 

chbam@ms1.chb.com.tw

2-17-22, 81-3-3583-7011 CCBCJPJT

TOKYO BRANCH   15 81-3-3586-2959 02424869 CHCB TKJ

Akasaka Twin Tower, Main Tower 15th Fl., 17-22, Akasaka, 2-Chome,

Minato-Ku, Tokyo 107-0052 Japan

chbtk@ms1.chb.com.tw

chbtk@nyc.odn.ne.jp

Level 6, City Tower, 40 Basinghall Street, London EC2V 5DE, 44-20-7600-6600 CCBCGB2L

LONDON BRANCH United Kingdom 44-20-7600-3227 8811682 CHCB LN

chbln@ms1.chb.com.tw 44-20-7256-6541

changhwa@clara.co.uk

25 1401 852-2956-1212 CCBCHKHH

HONG KONG BRANCH 1401, Tower II, The Gateway, 25, Canton Rd., Tsimshatsui, 852-2956-1898 48591 CCBHK HX

Kowloon, Hong Kong 852-2956-3652

chbhk@chb.com.hk 852-2956-2588

chb2199@chb.com.hk

1 8 65-6532-0820 CCBCSGSG

SINGAPORE BRANCH No.1, Finlayson Green #08-00 Singapore 049246 65-6532-0370 RS 20356

chbsg@singnet.com.sg 65-6532-0374

180 11 86-512-5736-7576

KUNSHAN REPRESENTATIVE 11F, Business Incubator Mansion, 180 Middle Qianjin Road 86-512-5732-5778

OFFICE Kunshan City, Jiangsu Province, P.R.C.

chbks@ms1.chb.com.tw
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Chairman

CHANG HWA COMMERCIAL BANK, LTD.




