China Airlines, Ltd. and Subsidiaries

Consolidated Financial Statements for the
Years Ended December 31, 2021 and 2020 and
Independent Auditors’ Report



DECLARATION OF CONSOLIDATION OF FINANCIAL STATEMENTS OF AFFILIATES

The companies required to be included in the consolidated financial statements of affiliates in accordance
with the “Criteria Governing Preparation of Affiliation Reports, Consolidated Business Reports and
Consolidated Financial Statements of Affiliated Enterprises” for the year ended December 31, 2021 are
all the same as the companies required to be included in the consolidated financial statements of parent
and subsidiary companies as provided in International Financial Reporting Standard 10 “Consolidated
Financial Statements.” Relevant information that should be disclosed in the consolidated financial
statements of affiliates has all been disclosed in the consolidated financial statements of parent and
subsidiary companies. Hence, we have not prepared a separate set of consolidated financial statements of

affiliates.

Very truly yours,

CHINA AIRLINES, LTD.

March 15, 2022



INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
China Airlines, Ltd.

Opinion

We have audited the accompanying consolidated financial statements of China Airlines, Ltd. and
its subsidiaries (collectively referred to as the “Group”), which comprise the consolidated balance
sheets as of December 31, 2021 and 2020, and the consolidated statements of comprehensive
income, changes in equity and cash flows for the years then ended, and the notes to the
consolidated financial statements, including a summary of significant accounting policies
(collectively referred to as the “consolidated financial statements™).

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of December 31, 2021 and 2020, and
its consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities
Issuers, and International Financial Reporting Standards (IFRS), International Accounting
Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued
into effect by the Financial Supervisory Commission of the Republic of China.

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements for the year ended December 31, 2021. These
matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.



Key audit matter in the audit of the Group’s consolidated financial statements is stated below:

Recognition of Cargo Revenue

In accordance with IFRS 15 “Revenue from Contracts with Customers”, cargo sales are accounted
for as cargo revenue after relevant transportation services have been provided. For the year ended
December 31, 2021, cargo revenue amounted to NT$124,541,265 thousand. Refer to Notes 4 and
27 to the accompanying consolidated financial statements for detailed information.

Cargo rates are highly affected by the supply and demand of the market and sales can only be
recognized after relevant transportation services are provided. The input, processing and
maintenance of freight information on the airway bills involve manual operations. Therefore, we
identified the recognition of cargo revenue as a key audit matter.

Our main audit procedures performed included the following:

1.  We understood the internal controls related to the recognition of cargo revenue, including
manual and automatic controls.

2. We understood and tested the effectiveness of information system related to the recognition of
cargo revenue.

3. We sampled the airway bills, confirmed that cargo rates were consistent with those stated in
airway bills, and verified the accuracy of cargo revenue.

Other Matter

We did not audit the financial statements of some subsidiaries which were included in the
consolidated financial statements. Such financial statements were audited by other independent
auditors, and our audit opinion is based solely on the reports of other auditors.

As of December 31, 2021 and 2020, total assets of these subsidiaries amounted to NT$13,453,308
thousand and $11,694,612 thousand, representing 4.56% and 4.12% of the consolidated total assets,
respectively. For the years ended December 31, 2021 and 2020, revenue from these subsidiaries
amounted to NT$90,843 thousand and $1,880,836 thousand, representing 0.07% and 1.63% of the
consolidated total revenue, respectively.

We have also audited the parent company only financial statements of China Airlines, Ltd. as of
and for the years ended December 31, 2021 and 2020 on which we have issued an unmodified
opinion.

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

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers, and International Financial Reporting Standards (IFRS), International
Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC)
endorsed and issued into effect by the Financial Supervisory Commission of the Republic of China,
and for such internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud or
error.



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

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

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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

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

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

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

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

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



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

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

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements for the year
ended December 31, 2021 and are therefore the key audit matters. We describe these matters in our
auditors’ report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

The engagement partners on the audits resulting in this independent auditors’ report are Jui-Chan
Huang and Shiuh-Ran Cheng.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 15, 2022

Notice to Readers

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

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



CHINA AIRLINES, LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2021 AND 2020
(In Thousands of New Taiwan Dollars)

2021 2020
ASSETS Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents (Notes 4, 6 and 31) $ 45,269,866 15 $ 27,125,937 10
Financial assets at fair value through profit or loss - current (Notes 4, 7 and 31) 155,780 - 274,761 -
Financial assets at amortized cost (Notes 9 and 31) 13,028,521 5 6,551,693 2
Financial assets for hedging - current (Notes 4, 6 and 31) 3,563,319 1 7,613,636 3
Notes and accounts receivable, net (Notes 4, 10 and 31) 13,473,493 5 9,697,511 4
Notes and accounts receivable - related parties (Notes 31 and 32) 2,348 - 1,667 -
Other receivables (Notes 4 and 31) 752,764 - 801,134 -
Current tax assets (Notes 4 and 28) 59,341 - 67,549 -
Inventories (Notes 4 and 11) 8,814,975 3 8,788,105 3
Non-current assets held for sale (Notes 4, 5 and 12) 36,719 - 89,296
Other current assets (Note 18) 692,464 - 861,179 -
Total current assets 85,849,590 29 61,872,468 22
NON-CURRENT ASSETS
Financial assets at fair value through other comprehensive income - non-current (Notes 8 and 31) 67,884 - 163,746 -
Financial assets at amortized cost (Notes 4, 9 and 31) 70,596 - 311,596 -
Investments accounted for using the equity method (Notes 4 and 14) 1,555,016 1 1,970,802 1
Property, plant and equipment (Notes 4, 5, 15 and 33) 129,632,046 44 141,481,694 50
Right-of-use assets (Notes 4, 21 and 33) 56,061,967 19 59,861,537 21
Investment properties (Notes 4 and 16) 2,074,531 1 2,074,798 1
Other intangible assets (Notes 4 and 17) 1,008,992 - 1,076,351 -
Deferred tax assets (Notes 4, 5 and 28) 6,930,978 2 6,028,200 2
Other non-current assets (Notes 18, 21, 31 and 33) 11,469,481 4 9,352,892 3
Total non-current assets 208,871,491 71 222,321,616 78
TOTAL $ 294,721,081 _100 $ 284,194,084 _100
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Short-term borrowings (Note 19) $ 1,932,000 1 $ 1,932,000 1
Short-term bills payable (Note 19) - - 8,088,882 3
Financial liabilities for hedging - current (Notes 4, 21 and 31) 8,438,097 3 8,129,752 3
Notes and accounts payable (Note 31) 1,115,600 - 1,354,237 1
Accounts payable - related parties (Notes 31 and 32) 130,572 - 128,567 -
Other payables (Notes 22 and 31) 14,661,347 5 8,306,257 3
Current tax liabilities (Notes 4 and 28) 3,054,287 1 216,602 -
Lease liabilities - current (Notes 3, 4 and 21) 2,533,452 1 2,525,957 1
Contract liabilities - current (Note 23) 3,868,712 1 3,569,360 1
Provisions - current (Notes 4 and 24) 3,247,236 1 164,800 -
Current portion of bonds payable and put option of convertible bonds (Notes 4, 20, 27 and 31) 2,525,000 1 11,982,859 4
Current portion of long-term borrowings (Notes 19, 31 and 33) 9,324,318 3 15,234,374 5
Other current liabilities (Note 31) 2,408,484 1 1,016,068 -
Total current liabilities 53,239,105 18 62,649,715 22
NON-CURRENT LIABILITIES
Financial liabilities for hedging - non-current (Notes 3, 4, 21 and 31) 27,839,847 10 32,455,333 11
Bonds payable - non-current (Notes 4, 20, 27 and 31) 11,125,026 4 10,300,000 4
Long-term borrowings (Notes 19, 31 and 33) 85,069,285 29 77,288,330 27
Contract liabilities - non-current (Notes 4 and 23) 635,633 - 1,761,104 1
Provisions - non-current (Notes 4 and 24) 15,406,987 5 14,369,486 5
Current tax liabilities - non-current (Notes 4 and 28) - - 87,181 -
Deferred tax liabilities (Notes 4 and 28) 1,021,553 1 1,023,084 -
Lease liabilities - non-current (Notes 3, 4, and 21) 12,758,050 4 13,279,792 5
Net defined benefit liabilities - non-current (Notes 4, 5 and 25) 9,814,737 3 9,737,741 4
Other non-current liabilities (Note 31) 605,840 - 530,745 -
Total non-current liabilities 164,276,958 56 160,832,796 57
Total liabilities 217,516,063 74 223,482,511 79
EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Notes 20 and 26)
Share capital 59,412,243 20 54,209,846 19
Capital surplus 2,694,529 1 1,187,327 -
Retained earnings (accumulated deficit)
Legal reserve - - - -
Special reserve - - - -
Unappropriated retained earnings (accumulated deficit) 9,253,848 3 (350,581) -
Total retained earnings (accumulated deficit) 9,253,848 3 (350,581) -
Other equity 2,713,828 1 2,543,766 1
Treasury shares (30,875) - (30,875)
Total equity attributable to owners of the Company 74,043,573 25 57,559,483 20
NON-CONTROLLING INTERESTS (Note 26) 3,161,445 1 3,152,090 1
Total equity 77,205,018 26 60,711,573 21
TOTAL $ 294,721,081 _100 $ 284,194,084 _100

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



CHINA AIRLINES, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2021 2020
Amount % Amount %
OPERATING REVENUE (Notes 4, 27 and 32) $ 138,841,403 100  $ 115,250,550 100
OPERATING COSTS (Notes 4, 10, 11, 17, 24, 25, 27
and 32) 115,486,946 83 105,031,349 91
GROSS PROFIT 23,354,457 17 10,219,201 9
OPERATING EXPENSES (Notes 4, 25, 27 and 32) 8,386,422 6 8,034,785 7
PROFIT FROM OPERATIONS 14,968,035 11 2,184,416 2
NON-OPERATING INCOME AND EXPENSES
Other income (Notes 4, 8 and 27) 938,526 1 686,574 1
Other gains and losses (Notes 12, 14, 15, 27 and 31) (1,971,093) (2 (265,990) -
Finance costs (Notes 27 and 31) (2,407,442) 2 (3,057,963) 3
Share of the profit of associates and joint ventures
(Note 14) (401,421) - (200,834) -
Total non-operating income and expenses (3,841,430) 3 (2,838,213) (2)
PROFIT (LOSS) BEFORE INCOME TAX 11,126,605 8 (653,797) -
INCOME TAX (EXPENSE) BENEFIT (Notes 4, 5
and 28) (2,169,941) (2) 373,983 -
NET INCOME (LOSS) FOR THE YEAR 8,956,664 6 (279,814) -
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified subsequently to
profit or loss:
Gain (loss) on hedging instruments subject to
basis adjustment (Notes 4, 26 and 31) (75,214) - (474,202) (D)
Unrealized gain (loss) on investments in equity
instruments at fair value through other
comprehensive income (Note 8) (95,864) - (45,588) -
Remeasurement of defined benefit plans (Notes 4
and 25) (64,137) - (399,150) -
Share of the other comprehensive income (loss) of
associates and joint ventures accounted for
using the equity method (Notes 4 and 14) 10,779 - 34,271 -
Income tax related to items that will not be
reclassified subsequently to profit or loss
(Note 28) 26,961 - 144,158 -
(197,475) - (740,511) (1)
(Continued)



CHINA AIRLINES, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2021 2020
Amount % Amount %
Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translation of the
financial statements of foreign operations
(Notes 4 and 26) $ 18,156 - 3 (97,948) -
Gain on hedging instruments not subject to basis
adjustment (Notes 4, 26 and 31) 267,230 - 2,103,332 2
Income tax related to items that may be
reclassified subsequently to profit or loss
(Note 28) (57,330) - (400,801) -
228,056 - 1,604,583 2
Other comprehensive income (loss) for the year,
net of income tax 30,581 - 864,072 1
TOTAL COMPREHENSIVE INCOME (LOSS) FOR
THE YEAR $ 8,987,245 6 3 584,258 1
NET INCOME (LOSS) ATTRIBUTABLE TO:
Owners of the Company $ 9,379,905 7 % 140,000 -
Non-controlling interests (423,241) (8] (419,814) -
$ 8,956,664 6 $ (279,814) -
TOTAL COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO:
Owners of the Company $ 9,429,042 7 % 966,968 1
Non-controlling interests (441,797) (8] (382,710) -
$ 8,987,245 6 3 584,258 1
EARNINGS PER SHARE (NEW TAIWAN
DOLLARS; Note 29)
Basic $ 167 $ 003
Diluted $ 154 $ 0.03

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

(Concluded)



CHINA AIRLINES, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020
(In Thousands of New Taiwan Dollars)

BALANCE AT JANUARY 1, 2020
Issuance of employee share options by subsidiaries
Changes in percentage of ownership interests in subsidiaries
Basis adjustment to gain (loss) on hedging instruments
Appropriation of 2019 earnings

Legal reserve

Special reserve

Capital surplus used to cover accumulated deficit

Net profit (loss) for the year ended December 31, 2020

Other comprehensive income (loss) for the year ended December 31, 2020,
net of income tax

Total comprehensive income (loss) for the year ended December 31, 2020
Disposal of treasury shares

Cash dividends distributed to non-controlling interests by subsidiaries
BALANCE AT DECEMBER 31, 2020

Basis adjustment to gain (loss) on hedging instruments

Appropriation of 2020 earnings
Capital surplus used to cover accumulated deficit

Issuance of employee share options by subsidiaries
Changes in percentage of ownership interests in subsidiaries
Net profit (loss) for the year ended December 31, 2021

Other comprehensive income (loss) for the year ended December 31, 2021
net of income tax

Total comprehensive income (loss) for the year ended December 31, 2021
Equity component of convertible bonds issued by the Company
Convertible bonds converted to ordinary shares

Cash dividends distributed to non-controlling interests by subsidiaries

BALANCE AT DECEMBER 31, 2021

Equity Attributable to Owners of the Company

Share Capital

$ 54,209,846

54,209,846

5,202,397

$ 59,412,243

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

Capital Surplus
$ 2,488,907

172

(1,297,843)

(3,900)

1,187,327

(350,581)

540

188,862

1,668,381

$ 2,694,529

Other Equity
Unrealized Gain
Exchange (Loss) on
Differences on Financial Asset at
Retained Earnings Translation of the Fair
Unappropriated Financial Value Through
Earnings Statements of Other Gain (Loss) on Treasury Shares
(Accumulated Foreign Comprehensive Hedging Held by Non-Controlling
Legal Reserve Special Reserve Deficit) Operations Income Instruments Subsidiaries Total Interests Total Equity
$ 466,416 $ 12,967 $ (1,777,225) $ (54,707) $ 107,262 $ 1,143,678 $ (43,372) $ 56,553,772 $ 3,578,345 $ 60,132,117
- - - - - - - 172 52 224
- - (169,272) - - - - (169,272) 331,427 162,155
- - - - - 200,989 - 200,989 - 200,989
(466,416) - 466,416 - - - - - - -
- (12,967) 12,967 - - - - - - -
- - 1,297,843 - - - - - - -
- - 140,000 - - - - 140,000 (419,814) (279,814)
- - (319,576) (79.,545) (35,903) 1,261,992 - 826,968 37,104 864,072
- - (179,576) (79.,545) (35,903) 1,261,992 - 966,968 (382,710) 584,258
- - (1,734) - - - 12,497 6,854 - 6,854
- - - - - - - - (375,024) (375,024)
- - (350,581) (134,252) 71,359 2,606,659 (30,875) 57,559,483 3,152,090 60,711,573
- - - - - 99,507 - 99,507 - 99,507
- - 350,581 - - - - - - -
- - - - - - - 540 126 666
- - (104,639) - - - - (104,639) 575,753 471,114
- - 9,379,905 - - - - 9,379,905 (423,241) 8,956,664
- - (21,418) 14,173 (76.871) 133,253 - 49,137 (18,556) 30,581
- - 9,358,487 14,173 (76.871) 133,253 - 9,429,042 (441,797) 8,987,245
- - - - - - - 188,862 - 188,862
- - - - - - - 6,870,778 - 6,870,778
- - - - - - - - (124,727) (124,727)
$ - $ - 9,253,848 $  (120,079) $ (5.,512) 2,839,419 $ (30,875) $ 74,043,573 $ 3,161,445 77,205,018




CHINA AIRLINES, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020

(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Income (loss) before income tax
Adjustments for:
Depreciation expense
Amortization expense

Expected credit loss recognized on trade receivables

Net gain on fair value changes of financial assets and liabilities at

fair value through profit or loss
Interest income
Dividend income

Share of loss (profit) of associates and joint ventures

Loss (gain) on disposal of property, plant and equipment

Loss on disposal of investments

Impairment loss recognized on property, plant, equipment
Loss on inventories and property, plant and equipment

Net gain on foreign currency exchange
Compensation costs of employee share options
Finance costs

Impairment loss recognized on investments accounted for using the

equity method
Impairment loss recognized on intangible assets
Recognition of provisions
Loss on sale and leaseback transactions
Others
Changes in operating assets and liabilities

Financial assets mandatorily classified as at fair value through profit

or loss

Financial liabilities at fair value through profit or loss

Notes and accounts receivable
Accounts receivable - related parties
Other receivables
Inventories
Other current assets
Notes and accounts payable
Accounts payable - related parties
Other payables
Contract liabilities
Provisions
Other current liabilities
Defined benefit liabilities
Other liabilities
Cash generated from operations
Interest received
Dividends received

-10 -

2021 2020
$ 11,126,605 (653,797)
29,728,248 31,167,247
221,459 206,936
38,376 4,895
(186) (2,287)
(156,339) (282,506)
(12,220) (23,043)
401,421 200,834
933,151 (13,347)
540 -
40,967 424,573
1,486,792 471,507
(1,108,112) (1,338,716)
666 224
2,407,442 3,057,963
59,901 46,757
143,043 -
6,435,015 6,075,077
342,080 -
(3,321) (2,435)
119,424 241,592
- (11,749)
(3,956,141) (1,073,959)
(90,695) 593,365
133,762 (85,263)
(840,170) (83,341)
79,366 1,830,887
(127,647) (628,780)
89,079 (1,043,501)
6,366,239 (4,295,509)
(825,952) (17,966,621)
(2,042,423) (1,308,170)
1,371,927 (2,620,022)
15,799 (97,570)
2,739 (17,082)
52,380,835 12,774,159
153,976 304,642
24,840 32,433
(Continued)



CHINA AIRLINES, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020
(In Thousands of New Taiwan Dollars)

-11 -

2021 2020
Interest paid $ (2,389,939) $ (3,209,074)
Income tax paid (284,312) (178,685)
Net cash generated from operating activities 49,885,400 9,723,475
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of financial assets at amortized cost (13,371,713) (6,235,773)
Proceeds from sale of financial assets at amortized cost 7,248,501 1,934,516
Purchase of financial assets for hedging (7,126,515) (10,269,055)
Proceeds from sale of financial assets for hedging 11,110,497 2,363,897
Payments for property, plant and equipment (2,477,191) (1,237,515)
Proceeds from disposal of property, plant and equipment 595,447 45,620
Increase in refundable deposits (102,544) (63,005)
Decrease in refundable deposits 136,943 122,324
Increase in prepayments for equipment (12,249,495) (11,407,502)
Payments for other intangible assets (203,116) (130,461)
Increase in restricted assets (226,905) (171,219)
Net cash inflow on disposal of subsidiaries 942 -
Net cash used in investing activities (16,665,149) (25,048,173)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term borrowings - 1,552,000
(Decrease) increase in short-term bill payable (8,088,882) 8,088,882
Proceeds from issuance of bonds payable 4,500,000 -
Repayments of bonds payable (6,300,000) (9,850,000)
Proceeds from long-term borrowings 43,968,069 45,605,919
Repayments of long-term borrowings (42,097,170) (20,746,998)
Repayments of the principal portion of lease liabilities (10,466,575) (10,583,872)
Proceeds from guarantee deposits received 328,432 165,404
Refund of guarantee deposits received (267,618) (156,143)
Proceeds from sale and leaseback transactions 2,810,098 -
Proceeds from issuance of ordinary shares of subsidiaries 471,114 162,155
Cash dividends paid to non-controlling interests (124,727) (375,024)
Proceeds from disposal of treasury shares - 6,854
Net cash (used in) generated from financing activities (15,267,259) 13,869,177
EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE
OF CASH HELD IN FOREIGN CURRENCIES 190,937 121,930
(Continued)



CHINA AIRLINES, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020
(In Thousands of New Taiwan Dollars)

2021 2020
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS $ 18,143,929 $ (1,333,591)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR 27,125,937 28,459,528
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $ 45,269,866 $ 27,125,937

The accompanying notes are an integral part of the consolidated financial statements.
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CHINA AIRLINES, LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION

China Airlines, Ltd. (the “Company”’) was founded in 1959 and its shares have been listed on the Taiwan
Stock Exchange since February 26, 1993. The Company is primarily involved in (a) air transport services
for passengers, cargo and mail; (b) ground services and routine aircraft maintenance; (c) major maintenance
of flight equipment; (d) communications and data processing services to other airlines; (e) the sale of
aircraft parts, equipment and the entire aircraft; and (f) leasing of aircraft.

The major shareholders of the Company are China Aviation Development Foundation (CADF) and

National Development Fund (NDF), Executive Yuan. As of December 31, 2021 and 2020, CADF and NDF
held a combined 40.17% and 44.03%, respectively of the Company’s shares.

2. APPROVAL OF FINANCIAL STATEMENTS
The consolidated financial statements of the Company and its subsidiaries (collectively referred to as the
“Group”) were approved by the Company’s board of directors on March 15, 2022.
3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS
a. Initial application of the amendments to the International Financial Reporting Standards (IFRS),
International Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC)
(collectively, the “IFRSs”) endorsed and issued into effect by the Financial Supervisory Commission
(FSC)

The initial application of the IFRSs endorsed and issued into effect by the FSC did not have any
material impact on the Group’s accounting policies.

b. The IFRSs endorsed by the FSC for application starting from 2022

Effective Date

New IFRSs Announced by IASB
“Annual Improvements to IFRS Standards 2018-2020” January 1, 2022 (Note 1)
Amendments to IFRS 3 “Reference to the Conceptual Framework” January 1, 2022 (Note 2)
Amendments to IAS 16 “Property, Plant and Equipment - Proceeds January 1, 2022 (Note 3)
before Intended Use”
Amendments to IAS 37 “Onerous Contracts - Cost of Fulfilling a January 1, 2022 (Note 4)
Contract”

Note 1: The amendments to IFRS 9 will be applied prospectively to modifications and exchanges of
financial liabilities that occur on or after the annual reporting periods beginning on or after
January 1, 2022. The amendments to IAS 41 “Agriculture” will be applied prospectively to
the fair value measurements on or after the annual reporting periods beginning on or after
January 1, 2022. The amendments to [FRS 1 “First-time Adoptions of IFRSs” will be applied
retrospectively for annual reporting periods beginning on or after January 1, 2022.
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Note 2: The amendments are applicable to business combinations for which the acquisition date is on
or after the beginning of the annual reporting period beginning on or after January 1, 2022.

Note 3: The amendments are applicable to property, plant and equipment that are brought to the
location and condition necessary for them to be capable of operating in the manner intended
by management on or after January 1, 2021.

Note 4: The amendments are applicable to contracts for which the entity has not yet fulfilled all its
obligations on January 1, 2022.

The application of new IFRSs endorsed by the FSC for application starting from 2022 would not have
any material impact on the Group’s accounting policies. As of the date the consolidated financial
statements were authorized for issue, the Group has assessed that the application of other standards and
interpretations will not have a material impact on the Group’s financial position and financial
performance.

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

Effective Date
New IFRSs Announced by IASB (Note 1)

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

IFRS 17 “Insurance Contracts” January 1, 2023

Amendments to IFRS 17 January 1, 2023

Amendments to IFRS 17 “Initial Application of IFRS 9 and IFRS 17 - January 1, 2023
Comparative Information”

Amendments to IAS 1 “Classification of Liabilities as Current or January 1, 2023
Non-current”

Amendments to IAS 1 “Disclosure of Accounting Policies” January 1, 2023 (Note 2)

Amendments to IAS 8 “Definition of Accounting Estimates” January 1, 2023 (Note 3)

Amendments to TAS 12 “Deferred Tax related to Assets and January 1, 2023 (Note 4)

Liabilities arising from a Single Transaction”

Note 1: Unless stated otherwise, the above New IFRSs are effective for annual reporting periods
beginning on or after their respective effective dates.

Note 2: The amendments will be applied prospectively for annual reporting periods beginning on or
after January 1, 2023.

Note 3: The amendments are applicable to changes in accounting estimates and changes in accounting
policies that occur on or after the beginning of the annual reporting period beginning on or
after January 1, 2023.

Note 4: Except for deferred taxes that will be recognized on January 1, 2022 for temporary differences
associated with leases and decommissioning obligations, the amendments will be applied
prospectively to transactions that occur on or after January 1, 2022.

As of the date the consolidated financial statements were authorized for issue, the Group is
continuously assessing the possible impact that the application of other standards and interpretations
will have on the Group’s financial position and financial performance and will disclose the relevant
impact when the assessment is completed.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Statement of Compliance
The consolidated financial statements have been prepared in accordance with the Regulations Governing
the Preparation of Financial Reports by Securities Issuers and IFRSs as endorsed and issued into effect by
the FSC.

Basis of Preparation

The consolidated financial statements have been prepared on the historical cost basis except for financial
instruments which are measured at fair value.

The fair value measurements, which are grouped into Levels 1 to 3 based on the degree to which the fair
value measurement inputs are observable and based on the significance of the inputs to the fair value
measurement in its entirety, are described as follows:

a. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities;

b. Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for an
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

c. Level 3 inputs are unobservable inputs for an asset or liability.

Current and Non-current Assets and Liabilities

Current assets include:

a. Assets held primarily for the purpose of trading;

b. Assets expected to be realized within 12 months after the reporting period; and

c. Cash and cash equivalents unless the asset is restricted from being exchanged or used to settle a liability
for at least 12 months after the reporting period.

Current liabilities include:
a. Liabilities held primarily for the purpose of trading;
b. Liabilities due to be settled within 12 months after the reporting period; and

c. Liabilities for which the Group does not have an unconditional right to defer settlement for at least 12
months after the reporting period.

Assets and liabilities that are not classified as current are classified as non-current.
Basis of Consolidation

The consolidated financial statements incorporate the financial statements of the Company and the entities
controlled by the Company. Income and expenses of subsidiaries acquired or disposed of during the period
are included in the consolidated statements of comprehensive income from the effective dates of
acquisitions up to the effective dates of disposals, as appropriate. When necessary, adjustments are made to
the financial statements of subsidiaries to bring their accounting policies into line with those of the Group.
All intra-group transactions, balances, income and expenses are eliminated in full upon consolidation. Total
comprehensive income of subsidiaries is attributed to the owners of the Company and to the
non-controlling interests even if this results in the non-controlling interests having a deficit balance.
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Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the interests of the
Group and the non-controlling interests are adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the non-controlling interests are adjusted and the
fair value of the consideration paid or received is recognized directly in equity and attributed to the owners
of the Company.

When the Group loses control of a subsidiary, a gain or loss is recognized in profit or loss and is calculated
as the difference between (i) the aggregate of the fair value of the consideration received and any
investment retained in the former subsidiary at its fair value at the date when control is lost and (ii) the
assets (including any goodwill) and liabilities and any non-controlling interests of the former subsidiary at
their carrying amounts at the date when control is lost. The Group accounts for all amounts recognized in
other comprehensive income in relation to that subsidiary on the same basis as would be required had the
Group directly disposed of the related assets or liabilities.

Foreign Currencies

In preparing the consolidated financial statements of the Group, transactions in currencies other than the
Company’s functional currency (foreign currencies) are recognized at the rates of exchange prevailing at
the dates of the transactions. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-monetary items measured at fair value
that are denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair
value was determined. Non-monetary items measured at historical cost that are denominated in a foreign
currency are not retranslated.

Exchange differences on monetary items arising from settlement or translation are recognized in profit or
loss in the period in which they arise except for exchange difference on:

a. Foreign currency borrowings relating to assets under construction for future productive use, which are
included in the cost of those assets when they are regarded as an adjustment to interest costs on those
foreign currency borrowings; and

b. Transactions entered into in order to hedge certain foreign currency risks.

Exchange differences arising from the retranslation of non-monetary items are included in profit or loss for
the period except for exchange differences arising from the retranslation of non-monetary items in respect
of which gains and losses are recognized directly in other comprehensive income, in which case, the
exchange differences are also recognized directly in other comprehensive income.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s
foreign operations are translated into New Taiwan dollars using exchange rates prevailing at the end of each
reporting period. Income and expense items are translated at the average exchange rates for the period. The
resulting currency translation differences are recognized in other comprehensive income (attributed to the
owners of the Company and non-controlling interests as appropriate).

On the disposal of a foreign operation, all of the exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Co