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61-7-3860-5611
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New Zealand Branch

Gm60, Level 1, Auckland International Airport, Auckland 2150, New Zealand

64-9-256-8088
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Office No. 323, 3rd Floor, MGF Metropolis, M.G. Road, Gurgaon 122001, Haryana, India

91-124-711-5000

Los Angeles Branch

200 N. Continental Blvd., Suite 100, El Segundo, Ca 90245, US.A.

1-310-322-2888

New York Branch

633 3rd Ave, 8th Fl, Suite 800, New York, NY 10017, U.S.A.

1-917-368-2000
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1-808-955-0087

Anchorage Branch
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1-604-242-1168
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39-06-474-5045

Cargo Sales & Services, Europe

Room G2048, Cargo Center Luxair L-1360, Luxembourg

352-348-363-9504
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Mariahilfer Strasse 123/8 0.G. 1060 Vienna, Austria

43-1-8130-156
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Address : 5F., No.83, Sec. 1, Chongging S. Rd., Zhongzheng Dist., Taipei City 100, Taiwan Auditors : Yang, Chen-Hsiu * Chen, Li-Chi
Website : http://www.ctbcbank.com Address : 12F, No.156, Sec. 3, Minsheng E. Rd., Songshan Dist., Taipei City 105, Taiwan
Tel : 886-2-6636-5566 Website : http://www.deloitte.com.tw
Tel : 886-2-2545-9988

Overseas Securities Exchange : N/A
Corporate Website : http://www.china-airlines.com




Contents

[ Letter t0 SNAr@NOIAELS. .......cocveeeeeee ettt ettt bttt sttt s s sttt s 1
1. COMPANY PrOFIl@. ..ottt 6
N N DY (<X [ [elo g o Yo =) 4 (o] o FS U URUPN 7
B 0o o oY o F- 1o NV o 113 (o] Y PPPPPPRY 7
[II. Corporate GOVErNANCE REPOIT ...ttt ettt es e 10
I RO T oYY (o] o WPt 11
3.2 Directors, and ManagemENnTt TEAM .......cccuuiiiiiie ittt e e e eeeccree e e e e e e e eetaereeeeeeeeatataeeeaaeseaastaaseaaeseaaastaaseeaesessansrsseeaens 15
3.3 Implementation of COrporate GOVEIMANCE .......cccuuviiiieeieeiiiieeeeeeeeccrrre e e e e e e eebrreeeeeeseetstreeeeeesesnstaaeeeaseesanssaaeaeeas 36
3.4 Information Regarding the Company’s Audit Fee and INdependence ..........ccuuvveeeiiiicciiiiieee e, 61
3.5 REPIACEMENT OF CPA ...ttt ettt et e e e e e et ae et e e e e e e e abaaaeeaeeesa s basaeaaaeeseassssaaseeaesaassbaaseaeesenannrasaeeaens 62
R NS o [Tl TaTo I=T oY=l a o [<T o T < TR USUR SR 62
3.7 Changes in Shareholding of Directors, Managers and Major Shareholders........ccccocveeiriiiiiiiniieeiniiee e 63
3.8 Relationships among the Top TeN ShArehOIdErS ......cooiuiiiiiiiiie et e e sareeeens 66
3.9 Ownership of Shares in Affiliated ENterPriSES . ...cuuiiiiiiiieieriiee ettt e e s aae e e sate e e s sabaeesssaeeesbbeeenns 67
IV, CAPILAl OVEIVIEW......cvieiiiieie ettt bbbt 68
O Y o 11 =1 BT e B o =T (T U SURR P 69
o = Yo g o L3PPSR 73
4.3 Other SECUNtiES-REIATE ISSUBS ....iiiiiiiiiiiiiee ettt e st e e s s e e e s sbee e e sbbeeesnabaeessasbeeesbteeesnataeesnaseens 74
4.4 Financing Plans and IMpPlementation...........ooii ittt e e e e e e e e e e e e ebra e e e e e e e s abaaaeeeaeesenrraaeeeens 74
V. Operational HIGHIIZNES ......c.ooii ettt nsee 75
5.1 BUSINESS ACTIVITIES ...eeteeeeee ettt ettt e e e ettt e e e e e e ettt eeee e e e e baebeeeeeesaaanbe et eeeeseannbbeeeeeeeesanbnnaeeeens 76
5.2 Market and SAlES OVENVIEW .......eiiiiuiieiiiiieeeeiiee sttt e e ettt e s st e e e st be e e s bt e e ssabeeeessbteessssaeessbeeeesnbeeesssseeesnssenennn 85
5.3 HUM@N RESOUICES ....eietieiiieeiit et ee e e ettt e e e e ettt et e e e e e st ettt e e e e e s e bbb et eeeee s e sasbeeeeeesaannbeeeeeeeseaanbbaeeeeeeesanssnaeeeens 90
5.4 Environmental Protection EXPENAITUIE..........coocciiiiiie ettt e ettt e e e e e e e ttr e e e e e e s e e abbaeeeaeeeesnbsaaeeaeas 90
RN ] oY g 2= - Yo o LSOO PRRTP PPN 94
SISl [ 9] oo 0 =1 ) A @o] o1 =T o1 &3Pt 98
VI FINANCIal INFOrMation ..ottt ettt eaeaae 103
6.1 Five-Year FINANCIal SUMIMAIY .....ciii ittt e ettt e e e e e e et e e e e e e s e e aattaeeeeeeeesanbaaseeaeeeassssaseaaasesaansssneeeans 104
6.2 Five-Year FINANCIAl ANAIYSIS......uuiiiiiiiiiiiiiiee ettt e e ettt e e e e e et e e e e e e s e e aataeeeeeeseesaabbaseeaeeeasansaaseeaeseeassanaeeaans 109
6.3 Consolidated Financial Statements for the Years Ended December 31, 2016 and 2015, and Independent
P NU o 1) o] S 2= o Yo o RS UPPR 113
6.4 Parent Company Only Financial Statements for the Years Ended December 31, 2016 and 2015 and
[aTo L=y oX<TaTo [=T ol A A YU Lo Fi o] gl 20T o Lo ) o U UUU 113
6.5 Audit COMMITEEE’'S REVIEW REPOIT ... .. eiiiiiiei i ettt e ettt e ettt e e e e e e e ettt e e e e e e e e e abaaseeaeeeesansaaseeaeeeesssanseeaens 113
VII. Review of Financial Conditions, Operating Results, and Risk Management ...........ccccccovveurrnnee. 114
7.1 ANalysis Of FINANCIAl STATUS ......viiiieiieeiiiee e e et e e e e e e et b e e e e e e e e e abbareeaeeeesnbaaseeaeeeesnssaseeeans 115
7.2 Analysis of FINANCIal PEITOIMANCE .......uuiiiiiei e e e ettt e e e e e e et e e e e e e e e esnbbaaeeaeeeesnsaaaeeeans 116
7.3 ANALYSIS OF CASN FIOW ..ceiiiiiiiiiiiiee ettt e e ettt e e e e e et e e e e e e s e e tatreeeaeeeeesssbbaseaaeeeasastaaaeaaeseeasssnseeaens 116
7.4 Major Capital EXPENAITUIE [EEMIS ..o ettt ettt e e e e e e ettt e e e e e e e e abbaeeeaaeeesansbaseeaeeeenansnaseeeeas 116
7.5 Investment Policy in the Last Year, Main Causes for Profits or Losses, Improvement Plans and
Investment Plans fOr the COMING YEaI.......oui ittt e e e e e et e e e e e e e et b aaeeeeeeeennsaaaeaeans 117
7.6 ANalysis Of RiSK IMANAZEMENT .....cceiiiiiiiiiieee ettt e e e ettt e e e e e et re e e e e e e e e tattaeeeeeeeesabraaeeaeeeesansaaseeaeeeeaansrnseeeens 117
VI SPECIAI DISCIOSUIE ...ttt bbbttt 121
8.1 Summary of Affiliated COMPANIES .......uuiiiiieiieecee e e e e et e e e e e e e et be e e e e e e e esnbaaaeeaeeeesnsaeaeeeans 122
8.2 Private Placement Securities in the MOSt RECENT YEAIS ....cccuuiiiiiiiiiiiiiee ettt st e s e e sta e s saaeeas 128
8.3 The Shares in the Company Held or Disposed of by Subsidiaries in the Most Recent Years ........ccccccceeeurnnneenn.. 128
Y 0T Yol = Lo (=TT U UUUURP 128
8.5 Situations with Major Impacts on Shareholder Equity or Share Prices.......cccovuiieeiieciiiiiieee e, 128
(Appendix 1) Consolidated Financial Statements for the Years Ended December 31, 2016
and 2015 and Independent AUditors’ REPOI ... 129
(Appendix 2) Parent Company Only Financial Statements for the Years Ended December 31,
2016 and 2015 and Independent Auditors’ REPOIt.........ccccoveveeeeeieeeeieeee e, 182

(Summary Translation)
This document is prepared in accordance with the Chinese version and is for reference only. In the
event of any discrepancy between the English version and the Chinese version, the Chinese version
shall prevail.







Letter to Shareholders

1.1 Operating Performance in 2016
1.2 Business Plan for 2017

1.3 Development Strategies

Letter to Shareholders







Net profits before taxes was NT$1.538 billion, down
NTS5.3 billion from last year.

Net profits after taxes was NT$572 million, down
NT$5.192 billion from last year.

* Budget execution:

Expected operating income was NT$141.874 billion;
actual operating income was NT$127.525 billion
(89.89%). Expected operating costs and
expenditures was NT$134.043 billion; actual
operating costs and expenditures was NT$123.049
billion (91.80%). Expected non-operating losses was
NTS1.652 billion; actual non-operating losses was
NTS$2.938 billion. Annual actual net profit before
taxes was NT$1.538 billion, achieving 24.89% of the
budget.

* Profitability:

0.75%

1.00%

0.45%
NTS0.10

Return on assets
Return on equity
After-tax profit margin

After-tax earnings per share
1.1.3 Research and development

China Airlines endeavors to improve our overall
service quality and strives for excellence and
innovation. We continuously optimize our online
reservation platform to support smartphones and
various payment methods. Our official website is
offered in 14 languages and provides online
customer services to enhance the customer
experience. We also raise China Airlines’
competitiveness by improving the exchange of
information within the company, quickly responding
to sales demand, and increasing the flexibility and
efficiency of each department using our five main
data innovation and smart mobile strategies:
information security, mobilization, big data, cloud
applications, and customization.

1.2 Business Plan for 2017

The aviation industry’s operating environment is
deeply affected by a variety of factors including
global economic growth, oil prices, and political and
economic circumstances. According to the latest
forecast published by Oxford Economics, the global
economic growth rate in 2017 will be 2.6%, slightly
more than 2016’s rate of 2.3%, which shows higher
optimism towards 2017 growth than the previous
year. However, Taiwan’s primary trading nations,
China and Japan, are seeing slowed or even near

zero economic growth, so concerns remain about
the overall economic growth momentum. Fuel costs
make up the bulk of operating costs in the aviation
industry and oil prices are expected to remain low in
the short term. Qil price fluctuations cannot be
ignored and in December 2016, OPEC and non-OPEC
oil producing nations agreed for the first time to a
global pact to limit supply. In the long term,
international fuel prices are still expected to rise.

According to the December 2016 International Air
Transport Association (IATA) global aviation market
outlook report, due to the rapid development of the
air passenger market, overall supply growth is
outstripping demand growth. IATA estimates that in
2017 this trend will also be seen in the Asia-Pacific
region with the supply and demand growth rates
reaching 7.6% and 7.0% respectively. Due to weak
air cargo demand in recent years and increased
cargo capacity on passenger airliners there is
continued oversupply in the air cargo market. IATA
estimates that in 2017 cargo demand growth with
reach approximately 3.5% while ATK (available
tonne kilometers) will grow by 5.0% resulting in a
cautiously optimistic outlook regarding overall air
freight market development.

1.2.1 Overall Fleet Capacity Plan

In order to take advantage of the demand growth
momentum in the passenger and cargo markets,
China Airlines’” 2017 Overall Fleet Capacity Plan
comprises 84 aircraft, one more than 2016. Of these,
passenger aircraft total 66, while cargo aircraft total
18. The changes by aircraft model are listed below:

Aircraft .
Model End 2017 | End 2016 | Difference
A333-300 24 24 0
A340-300 0 4 -4
A350-900 10 2
737-800 17 17
747-400 4 7 -3
777-300ER 10 10
E90 1 1
Total
Passenger 66 65 1
Airliners
747-400F 18 18 0
Total
Passenger
and Freight 84 83 1
Airliners
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1.2.2 Passenger Service

In  cooperation with the government’s “New
Southbound Policy”, in addition to continued
evaluation of adding new destinations and more
flights on Southeast Asian, Australian and New
Zealand routes, cross-strait route capacity will be
adjusted as necessary to stay in line with tightening
market demand.

* Cross-Strait Routes:

Following mainland Chinese restrictions on tour
group travel to Taiwan beginning in March 2016,
group travel volume to the island has decreased
significantly. Capacity on some routes has already
been adjusted. In addition to responding to
cross-strait policy development and market
conditions, on January 24, 2017, China Airlines (CAL)
Group acquired new flying rights and is actively
assessing the feasibility of adding routes and flights
to increase profitability of cross-strait services.

* Northeast Asian Routes:

Last year, about 6 million tourists travelled between
Taiwan and Japan and this number is expected to
reach a new high in 2017. To take advantage of this
opportunity, in addition to increasing summer
season Taipei — Takamatsu flights from four to six
per week, the feasibility of increasing flights on
other routes is also being assessed. The largest
growth was seen last year in the numbers of Korean
tourists visiting Taiwan. After inaugurating the
Taipei — Daegu and Taipei — Busan routes, subsidiary
Tigerair Taiwan will continue to add flights and new
routes. Within the Group, the Korea route network
will continue to be strengthened and expanded to
increase market share.

* European Routes:

To optimize our European flight network and
timetable, China Airlines began offering exclusively
non-stop service beginning in December 2016 to all
European destinations including Frankfurt, Vienna,
Amsterdam, and Rome. Each week there are a total
of 16 flights with an average of two non-stop flights
to Europe daily, the most for any airline operating
Taiwan-Europe routes. In 2017, China Airlines Group
will continue to introduce A350-900 airliners into
the fleet, as we evaluate adding flights on existing
routes and expanding to potential new routes. At
the same time, the Company seeks to expand the
scope of airline partnerships to increase transport

capacity in order to provide passengers with the
greatest number of convenient flight options.

e Australia and New Zealand Routes

To meet market demand, during the peak season in
2016, the number of flights was increased along the
Sydney and Christchurch routes. To coordinate
Southeast Asian routes with the “New Southbound
Policy”, Yangon flights were increased to seven per
week and Kuala Lumpur to 12 flights. In response to
the signing of an open skies agreement with
Australia on December 16, China Airlines will
continue to evaluate adding new destinations and
flights to Australia, New Zealand, and Southeast Asia
and actively expand the two-way travel network to
strengthen passenger services.

1.2.3 Cargo Service

IATA expects growth in global cargo market demand
in 2017 and estimates cargo volume will reach 55.70
million tons, which is an increase of 3.5% from 2016.
In addition, the continued decrease in cargo rates
seen over recent years has slowed, so there is
cautious optimism towards trends in air cargo in
2017. However, as cargo space on passenger aircraft
continues to increase, supply will continue to
outpace demand. Also, with the recent rise of
protectionism, there is concern regarding the
potential negative effects on global trade and such
trends must be watched carefully.

* Long-Haul Routes

Each week, China Airlines has 41 scheduled
long-haul cargo flights (34 Trans-Pacific flights and 7
European flights). Through flexible adjustment of
routes and cargo capacity, trans-Pacific cargo flights
keep up with seasonal fruit exports. Flights to and
from the US can take advantage of fifth freedom
stopovers in Osaka in order to further expand
revenue from the US and Japanese markets.
Additionally, as Boeing 777-300ER passenger planes
are put into operation, the cargo capacity of these
new planes is being fully utilized. To optimize our
European flight network, in August 2016 China
Airlines added a Sunday cargo flight to Luxembourg
via Delhi, which strengthens service to India’s
emerging market and expands our flight network.
The feasibility of adding a second European flight via
Delhi is also being explored to strengthen the
Company’s market competitiveness.
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* Asian Routes:

Each week there are 48 scheduled cargo flights. In
greater China, we have leveraged our advantages in
Guangzhou, Shenzhen, Xiamen, and Hong Kong
flights to increase cargo shipments from Southern
China. In Japan, the Company continues to focus on
key air cargo products such as precision instruments
/ machine equipment, cars, and car parts and utilize
fifth freedom traffic rights to expand import and

export cargo transit on transoceanic flights via Japan.

In ASEAN emerging markets, as the air cargo
demand for electronics and textiles increases, we
will continue to cultivate Singapore, Vietnam,
Malaysia, Indonesia, the Philippines, and Thailand to
take advantage of inter-Asia freight transportation
needs. Depending on market demand, plans are in
place to add a Singapore — Penang cargo flight in the
first quarter of 2017.

¢ Alliances Inside and Outside the Industry:

In addition to actively working with companies
within the international air cargo industry (UPS,
FedEx, SF Express) to expand express delivery cargo
business, through code-share charters and signing
cooperation agreements, China Airlines will further
expand our network to new markets in Central and
South America and Africa. Through sharing
marketing, networks, and resources with other
members of the SkyTeam Cargo alliance, the
Company’s global air cargo footprint has been
strengthened.

1.3 Development Strategies

Looking towards 2017, further restrictions on
Chinese tourist visits, extreme competition in the
Japanese and Korean markets, and potential
increases in oil prices are on the horizon. To break
free from this difficult environment and market
turmoil, China Airlines will focus on our basic
promise to all stakeholders, “Safety” and
“Profitability”.

China Airlines has consistently passed world’s most
stringent aviation safety review, the IATA
Operational Safety Audit. With this strong
foundation and absolute commitment to safety
without compromise, we will continue to implement
concrete steps to further improve flight safety and

ensure that each safety measure meets the highest
international standards to best safeguard our
passengers.

To increase profitability, China Airlines continues to
optimize flight routes, while increasing
competitiveness of our products and services. In
coordination with the government’s “New
Southbound Policy”, we will effectively utilize flight
capacity in potential Southeast Asian destinations to
create new opportunities in this ultra-competitive
market. Secondly, China Airlines will join with Japan
Airlines to offer code-share flights for all Taiwan —
Japan routes, providing customers with more
choices and maintaining our competitive niche.
Following introduction of the A350 to our fleet,
China Airlines now provides non-stop only service to
Europe and the most complete Taiwan to Europe
flight network, which will consolidate our leading
position in the Taiwan — Europe market.

In recent years, growth in civil aircraft numbers in
the Asia-Pacific region has accelerated. Taiwan is
centrally located within the region and prospects are
bright for the development of airplane maintenance
services. China Airlines is also discussing a
collaboration plan with Airbus and Aerospace
Industrial Development Corporation. With the
support of Airbus, CAL can upgrade our maintenance,
engineering, and technical training capabilities to
provide services to Asian A350 airliners visiting
Taiwan, which is a long term development
opportunity for China Airlines.

China Airlines will continue to live up to our most
basic promise to stakeholders, “Safety” and
“Profitability”. Every member of the China Airline’s
family works together to burnish our brand image,
earn the respect of our community, and lead the
Company to a new generation of development!

Chairman: Ho, Nuan-Hsuan
President: Hsieh, Su-Chien

Vice President, Finance Div.:
Chen, I-Chieh
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Il. Company Profile

2.1

Date of Incorporation

September 7, 1959

2.2

1959:

1961:

1962:

1966:

1967:

1970:

1976:

1978:

1980:
1983:

1986:

1988:

1989:

1990:

1991:

1992:

1993:

Company History

China Airlines (CAL) was founded by 26 retired
members of the Air Force with TWD 400,000 in
capital. The Company flew charter flights using two
rented PBY seaplanes.

Provided military supply transport to Laos.

Flew special cargo missions for the Vietnamese
government and USARV. Inaugurated the first
domestic route from Taipei to Hualien.

Inaugurated the first international route from Taipei
to Saigon (now Ho Chi Minh City), marking our
official start in international aviation.

Inaugurated Northeast Asia routes.

Developed trans-Pacific routes to explore the US
market.

Inaugurated Middle East and Saudi Arabia Routes.

Invested in Taoyuan International Airport Services
Co., Ltd.

Invested in Dynasty Holidays, Inc.
Expanded European routes.

Divided the Operations Division into Passenger
Division and Cargo Division to expand operations.

Twenty-seven shareholders donated shares to
establish the China Aviation Development
Foundation, transferring the rights of supervision
and management to society.

Invested in Hwa Hsia Co., Ltd. and Tai Kong Ju
Investment Co., Ltd.

Added Phuket and Bali destinations. Invested in
Abacus Distribution Systems (Taiwan) Ltd.

Established Hua Mei Investment Company and
Mandarin Airlines. The Ministry of Finance approved
the public offering of China Airlines shares.

Resumed flights to Ho Chi Minh City. The Taiwan
Stock Exchange approved the listing of China
Airlines shares. The Company gained 100% equity
interest in Mandarin Airlines.

First flight to Frankfurt. Established German Branch
Office. Officially listed on the Taiwan Stock
Exchange.

1994:

1995:

1996:

1997:

1998:

1999:

2000:

2001:

2002:

New engine repair plant became operational and
Songshan Training Minquan Building opened. Set up
China Pacific Catering Services as a joint venture
with the Swire Group.

First flights to Switzerland and Italy. Entered into a
joint venture with Pratt & Whitney and SIA
Engineering Company Limited to establish Asian
Compressor Technology Services Co. in Taiwan.
Invested in CAL-Asia Investments Inc. Launched our
"plum blossom" logo.

Inaugurated the Taipei-Penang cargo route.

Inaugurated the Kaohsiung — Hong Kong — Jakarta
route. Established the first cargo only flights
between Asia and Miami. Established code share
flights with Continental Airlines and American
Airlines. Invested in Huasheng Investment Company
and China Pacific Laundry Services Ltd.

Set up our Penang Branch Office and Hanoi Branch.
Began using the Third Maintenance Hangar.

Inaugurated cargo flight routes to Sydney, Delhi,
and Colombo. Set up Kaohsiung Airport Catering
Services as a joint venture with TransAsia Airlines
and Far Eastern Air Transport. Established Chung
Hwa Express Corp. as a joint venture with Chunghwa
Post. Established TACT Logistics through investment
transfer.

Launched Canada, Australia and New Zealand routes
and Taipei-Guam, Taipei — Manila, Kaohsiung —
Manila, Hakodate charter, and Taipei — Penang
passenger flights and Frankfurt cargo flights.
Established Shanghai office in Mainland China and
new branch offices in Canada, Australia, New
Zealand and Guam. Established YesTrip Travel
Internet Technology Co.

Inaugurated cargo flight routes to Seattle and
Nashville. Made indirect investment in Xiamen
International Airport Co., Ltd. Set up code-share
flights with Delta Airlines. Introduced A340-300
passenger jets.

Inaugurated passenger flight routes to Delhi and
cargo routes to Manchester. Received approval to
invest in China Cargo Airlines. Ordered 18 Airbus
A330 passenger aircraft and 10 Boeing 747-400
cargo and passenger aircraft. Rejoined the
International Air Transport Association (IATA).
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2003:

2004:

2005:

2006:

2007:

2008:

2009:

2010:

2011:

Inaugurated the first cross-strait Spring Festival
charter flight. Inaugurated charter flights to Seoul
and passenger routes to Brisbane and Hanoi and
non-stop flights to Hawaii. Inaugurated cargo flight
routes to Ho Chi Minh City and Delhi. Created the
Paragon Card, the highest Dynasty Flyer
membership tier. Received the Outstanding Service
Award from the R.O.C. President.

Launched sea-air transport charter flights.
Inaugurated Hiroshima passenger flights and cargo
routes to Milan and Prague. Introduced three
A330-300 passenger jets, two Boeing 747-400
passenger jets and two Boeing 747-400 freighters.

Flew the first direct charter flights to Beijing, and
Spring Festival charters to Guangzhou and Shanghai.
Inaugurated Vienna passenger flight route and
Nagoya and Vienna cargo flight routes. Invested in
China Aircraft Services Limited.

Inaugurated cargo flight routes to Osaka, Hanoi,
Houston and Stockholm. Flew the first cargo charter
flight to Shanghai. Invested in Yangtze River Express
Airlines Company. Began construction on the
Taoyuan International Airport Airline Business
Operation Center.

Signed a letter of intent to purchase with Airbus.
Announced contract with AccorHotels for a new
airport hotel. Inaugurated regularly-scheduled
passenger flights between Kaohsiung and Chiang
Mai.

Launched cross-strait humanitarian charter flights
direct to Chengdu to deliver disaster relief supplies
at no charge. Inaugurated cross-strait holiday
charter flights, weekend charter flights to Shanghai,
Beijing, Xiamen, and Guangzhou, and cross-strait
direct cargo charter flights.

Inaugurated the Taipei-Osaka-Los Angeles cargo
flight route. Inaugurated scheduled cross-strait
flights to Zhengzhou, Xiamen, Xi'an, Ningbo,
Shenyang, and Changsha. Became an official
member of IATA's e-Freight program. Inaugurated
Taiwan's largest 120,000-pound power plant testing
platform.

New routes: Passenger routes between Taipei and
the cities of Miyazaki, London, and Qingdao,
Songshan Airport to Honggiao and Haneda, and
Kaohsiung to Xiamen and Narita, direct cargo flights
to Xiamen, Nanjing and Fuzhou as well as the special
cargo charter flight direct to Xi'an. Established
Company headquarters in China Airlines Park and
won the National Building Golden Award and
National First Award.

New routes: Taipei-Brisbane-Auckland;
Taipei-Osaka-New York; flights to and from Taipei
and Wuhan, Sanya, Yancheng, Haikou, Nanchang
and Dalian; Taicheng to Chongging and Nanchang;

2012:

2013:

2014:

Kaohsiung to Changsha, Chongging, Beijing, and
Kuala Lumpur. Officially joined SkyTeam, becoming
the first Taiwanese airline member of an
international airline alliance.

New routes: Songshan to Wenzhou and Gimpo
Airport, Taipei to Kagoshima, Shizuoka and Toyama,
added Auckland leg to the Taipei — Sydney route,
and Taipei to Seoul and Yangon. Joined SkyTeam
Cargo becoming the first Taiwanese airline to join an
international air cargo alliance. Renovated the
cabins of nine Boeing 747-400 passenger jets to
install new cabin seats and video systems. Signed a
Memorandum of Strategic Cooperation with
Chunghwa Telecom. Signed an OnPoint Fuel &
Carbon Solutions Agreement with GE Aviation.
Awarded Business Next Magazine’s Super Green
Jury Award and First Place in the Green Brand
Awards 2012 Transportation Category, Gold Award
in Reader's Digest Trusted Brands 2012, the Sports
Activists Award from Sports Affairs Council, First
Place in Management Magazine’s Consumer Brand
Survey, and the 2012 Energy Conservation and
Carbon Reduction Action Label Excellence Award.
The China Airlines Maintenance Facility received ISO
14001 Environment Management System
Certification. Launched the world's first trans-Pacific
climate observation aircraft. Became the world's
first airline to display our carbon footprint and
calories for in-flight meals.

Formed Greater China Connection Partnership with
China Southern, China Eastern and Xiamen Airlines.
Launched code-sharing services with Russia's
Transaero Airlines and Hawaiian Airlines and
expanded code-sharing services with China
Southern Airlines. Launched Taipei-Takamatsu route,
Chiayi-Shizuoka charter flights, Taipei-Hawaii direct
flights, Taipei-Urumgi and Lijiang routes. Launched
Taipei-Ishigaki, Tainan-Hong Kong, and Taipei-Busan
routes as well as Songshan-Matsuyama charter
flights. Launched the Taipei-Nanjing-Zhengzhou
cargo route and Taipei-Weihai flights. Launched
temperature-controlled product cargo services.
Again awarded Business Next Magazine’s Super
Green Jury Award and First Place in the Green Brand
Awards 2013 Transportation Category. Awarded Top
Aviation Brand in Manager Today’‘s Power Brands
Survey 2013 and Reader's Digest Trusted Brands
Gold Award. Won the National Standardization
Awards’ Corporate Standardization Award, 3rd
Taiwan Green Classics Award, Global Views Service
Excellence Award 2013, and EPA’s 22nd Business
Environmental Award.

Awarded the EPA’s 23rd Business Environmental
Award and the International Green Classics Award
2014 and earned ISO 14001 Environment
Management System Expansion Certification and
ISO 50001 Energy Management System Setup
Certification. Again awarded Business Next
Magazine’s Super Green Jury Award and earned
First Place in the Green Brand Awards
Transportation Category for the third time.
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2015:

2016:

Inaugurated the Songshan-Fuzhou and Taipei to
Changchun, Hefei, Yantai, and Xuzhou routes. Won
the Annual Best of Design Awards in the 2014
Golden Pin Design Award for our NextGen 777
aircraft cabin design and named the Best Airline in
North Asia by Global Traveler.

Launched Taipei-Wuxi; Kaohsiung to Changzhou,
Kumamoto, and Fukuoka; Taipei-Melbourne with an
extension to Christchurch; and Tainan-Osaka flights.
Launched social media customer services, a first for
Taiwan. Established an airplane maintenance
training center. Received the following awards:

* Brand Service:
CAA 2014 Golden Wing Awards, Second place in
TheDesignAir Global Passenger Choice Top 10
Airlines Awards 2015, Reader's Digest Trusted
Brands Gold Award, three top awards in the
Global Traveler reader survey.

* Corporate Social Responsibility:
2015 TCSA Taiwan Corporate Sustainability
Award, EPA’s Business Environmental Awards.

* Product Design:
The NextGen 777-300ER passenger cabin design
was awarded the Red Dot Design Award 2015,
Family Couch design received the Global Traveler
Leisure Travel Innovation Excellence Award, Won
National Industry Innovation Award for NexGen
Aesthetics.

* Other:
Centers for Disease Control Epidemic Prevention
Award 2015

Launched Taipei-Yangzhou route and Taipei —
Shenzhen cargo route. Inaugurated Chinese
passenger transit through Taiwan for onward China
Airlines flights. Increased free baggage allowance
by 10 kg and reduced regional excess baggage
charges. Took delivery of the first A350 airliner for
any Taiwanese carrier. Completed the Air Passenger
Transport Service — Product Carbon Footprint
Category Regulations together with the Civil
Aeronautics Administration. Received the below
awards:

* Brand Service:
PAX International magazine reader survey's 2016
Outstanding Food Service by a Carrier, Best
Premium Economy and Best Airline by Global
Traveler, China Airlines Dynasty In-flight
Magazine won APEX Award of Excellence, the CAL
website was named 2016 Best Airline Website by
WebAward.

* Corporate Social Responsibility:
Passed third-party audits for ISO 14001 and I1SO
50001 Environmental Management Systems.
Received IOSA flight safety certification and the
TCSA Taiwan Corporate Sustainability Award
2016.

2017:

* Product Design:
Received 5 iF Design Awards for the Boeing
777-300ER passenger cabin, software user
interface, tableware design, Sky Lounge design
packaging, and Taiwan Taoyuan Airport Terminal
1 Lounge. A double win in TheDesignAir Awards
2016.

* Other:
Selected as a Dow Jones Sustainability Indices
constituent stock, the first such honor for a
Taiwanese company and emerging market airline.

Signed a memorandum of understanding with KLM.
Expanded codeshare operations with JAL to all
Taiwan-Japan flights operated by the two carriers.
Signed a memorandum of understanding with
Airbus to strengthen aircraft maintenance
cooperation. Signed a memorandum of
understanding with NORDAM Aerospace
Maintenance Group to provide maintenance
services for thrust reversers and composite
aerospace parts.

Company Profile




Corporate Governance Report

3.1 Organization

3.2 Directors and Management Team

3.3 Implementation of Corporate Governance
3.4 Information Regarding the Company’s Audit Fee and
Independence

3.5 Replacement of CPA

3.6 Audit Independence

3.7 Changes in Shareholding of Directors, Managers and
Major Shareholders

3.8 Relationships among the Top Ten Shareholders

3.9 Ownership of Shares in Affiliated Enterprises

10

Corporate Governance Report




lll. Corporate Governance Report

3.1 Organization

3.1.1 Organizational Chart

OFFICE

B0

EE S8
s g P\ 2] 4 gl LI AUDIT COMMITTEE
ﬂm RN R R SHAREHOLDERS MEETING
ORGANIZATION CHART OF CHINA AIRLINES Araagly
REMUNERATION COMMITTEE
BOARD OF DIRECTORS
I AREad
$58 RISK COMMITTEE
3 T CHAIRMAN OF THE BOARD
%ﬁgﬁﬁﬁ&ﬁ% iz
BOSRD OF D\RECTOPS GENERAL AUDIT OFFICE
&R
PRESIDENT
I I 1
PERRE 2EELE NNEE
CORPORATE CORFORATE CORPORATE
DEVELOPMENT OFFICE SAFETY OFFICE COMMUNICATIONS OFFICE
\ \ I \
ke FiRaldgn ks FRal e FiRadlhgr
(VW) {VF) (W) {V0) (VE)
SENIOR VP SENIOR VP SENIOR WP SENIOR VP SENIOR VP
S5ahth R R W% A AL ER B4 & FRLR
OCCUPATIONAL CABIN CREWDNV. [ FINANCE DIV PASSENGER FLIGHT MMANTENANCE ]
BAFETY & HEALTH DEPT SALES DV QPERATIONS DIV ol
ERREE || 7 & FEFHR #4849 BRTER
GROUND SERVICES DIV ADMINISTRATION DIV, [ PASSENGER SYSTEM OPERATION ENGNEERING |
T e MARKETING DIV CONTROL DIV o
AL F!
NeFLGHT SERVICE SUPPLY —] INFORMATION ¥ RARE
o MANAGEMENT DIV ARGO SALES ~ MARKETING QUALITY i
LSERVICES DIV ASSURANCE DIV
i =
EAERA
SERMCE QuALITY  — Ll s
ASEURANCE DEPT LEGAL & INSURANCE DIV W?SEEC’@”&T bl
- TRAINING CENTER
ANFBR
HUMAN RESOURCES DIv. T
[
LEGERE G
EDUCATION TRAINING
[ [ | - [ | 5 |
BiHERR ABRBEBEREL SEMERE AENE AR AARERE iuBERE
YICE PRESDENT, VICE PRESIDENT, YICE PRESIDENT, VICE PRESDENT, VICEPRESIDENT,| | VICE PRESIDENT,
ELROPE MAINLAND CHINA TAIVAN OCEANIA JAPAN THE AMERICAS
- I — ] — L | I—
FAREY LR ERAK ELEFRAA ERRFRAA AT Faphd TAAT L [ 2apad g | [BEERRT
* ASSISTANT VP,|  [ASSISTANT VP, ASSISTANT VP, BT L | RO Al ] | it AR | | WA |
A SOUTH CHINA NORTH CHINA, — : mﬁH = ERANCH
THRT — BRI i BHAFR| | | 238909 BAFLT
GERMANY H DR o p BRISBANE SAN FRANCISCO |4
ARRSTS || dwti H CHONGEING ‘ AR ‘— ‘S@ﬁ%@% ‘ FRWER ERANCH FRACH FURORAERACH | ™ e
LAz || Lt o - w Pryve Sl P
ALY ERANCH |7 : TR & i e MEINAMERANGH —
c@%ﬁ[ﬁ fﬁi\oE A LAM%TAT\OAJ ‘V%UX\%AT\ON T ER;;NCH BRANCH
L ; : &mmﬁ&H lEfrRd Efbana| [BELRRT
m 4 % W?ﬁ ﬁ%ﬂ;ﬁ ¢ NEWIEALAND =] HONOLULY |4
W%ﬁ%ﬁ%E m CHﬁNGSHA SHENYANG BRANCH WEGR%%EIMA BRANCH
= i 3 : 51a5H0 FERT || FITIVE
CARGOSALES ; TIHER RIEER S YEIABRAICH HROSHAA ,
SETMCES FUROPE ‘Hﬁk%l%?\% H SRR ‘ ‘ %ﬁu%ﬁ& }> x(LJJFZHEJg WAINRORfcE | |GamnsuEat Ké%EEA%}R/AXN%H ERANCH Ll ERANCH
EAETR T

PENANG -
TAKAMATSU W52
ANGHHOU STATION s Sl ETATION RAPROR BRACH

-3 SINGAPORE TETFAT AhEESG || S
Ll Hazion BRANCH | L7 CAREOSMES & | o s gmcH
OFFICE EACH SERVICES, JAPAN

| e
3

il
HEFEI OFFICE

ie BUSAN BRANCH

Ik e é]

gR R

i NDIAERANCH mEyRd
NINGBO OFFICE MY AMMAR
BRANCH

3

HIAMEN OFFICE
| %

R IF
INDENESIA
ERANCH
J3: 5 0]
BALIERANCH [ || &rmd

PALAIBRANCH
EE T
SURABAVA Bhy e

ERANCH GUAMBRANCH

E

TR
CAVECTIA
BRANCH

A ARE
CANADA BRANCH |

£MEEDY
CARGO SALESS, | |

SERMCES
THEAMERICAS

Corporate Governance Report

=

1













3.2 Directors and Management Team

3.2.1 Directors

APR 24, 2017

Executives,

Shareholdi Directors or
[Supervisors
Shareholding when " Spouse & Minor ne ,bv whpo are
o Ter Current Shareholding . Nominee
e emH ) Date First Date m Elected Shareholding Arrangem Experience sp_ou_ses or
Title| Name Country of | Gender . Other Position [within two
origin Elected Elected (Yea ent (Education) d.egre.es of
rs) kinship
Sh ] Rel
Shares % Shares % Shares % |ar| % Tletl r’:: ati
es on
China
g\::etizgmen R.O.C. - 07/07/1988 | 06/26/2015 | 3 1,867,341,935| 34.14%| 1,867,341,935| 34.13% - - - - - - - - -
t Foundation
Chairman, Taoyuan Metro Chairman, China No [Non|No
Corporation Airlines Ltd. ne| e |ne
Member, The Coordination Chairman, CAL Park
Council for North American  [Co., Ltd
Affairs, Executive Yuan Chairman, CAL-Asia
Administrative Deputy Investment Inc.
Minister, Ministry of Chairman,
Cha Transportation and CAL-Dynasty
irm Communications International, Inc.
an Represent Chairman, Chunghwa Post Chairman, CAL Hotel
ative: Co., Ltd. Co., Ltd.
Ho, ROC. | Male | 06/24/2016 | 06/26/2015 | N o| 0.00% o| 0.00% 0] 0.00% | 0| 0.00% |Director-General, Taiwan | Vice Chairman, China
Nuan-Hsua 1) Railway Administration, Pacific Catering
n MOTC Services Ltd.
Director-General, Bureau of |Director, China
High Speed Rail, MOTC Aviation
Director-General, Taiwan Development
Area National Freeway Foundation
Bureau, MOTC
PhD in Industrial Engineering
and Management, Chung Hua
University
Dir Ch.ina.
ect ’;‘:j‘e‘:‘;:men R.O.C. - |07/07/1988 | 06/26/2015 | 3 | 1,867,341,935| 34.14%| 1,867,341,935| 34.13% - - - - - - - -
or
t Foundation
Chairman, Taiwan Air Cargo |President, China No|Non|No
Terminal Ltd. Airlines Ltd. ne| e |ne
Senior Vice President of Chairman, Mandarin
Marketing, China Airlines Ltd. |Airlines, Ltd.
Director of Taiwan Region Director&President,
and General Manager of CAL Park Co., Ltd.
Taipei Branch Office, China Director, CAL Hotel
Airlines Ltd. Co., Ltd.
General Manager, Australia | Director, CAL-Asia
Branch Office, China Airlines |Investment Inc.
Ltd. Director, CAL-Dynasty
General Manager, Indonesia |International, Inc.
Re.pr.esent Branch Office, China Airlines |Director, Dynasty
:ts';/:H RO.C. | Male | 07/06/2016 | 06/26/2015 (N;)te 48,517| 0.00% 48,517 0.00% 0| 0.00% | ol 0.00% |Ltd. . Properties Co., Ltd.
4 General Manager, Kaohsiung |Director, Taoyuan
Su-Chien Branch Office, China Airlines |International Airport
Ltd. Services Co., Ltd.
Director, China Aviation
Development Foundation
Chairman, Abacus
Distribution Systems Taiwan
Ltd.
Bachelor’s Degree,
Department of Economics,
Soochow University
Director, Wan Hai Lines Ltd. |Chairman, Eyon No [Non[No
Chairman, UTAC Group, Holding Group ne| e |ne
Singapore Vice Chairman,
Chairman, Epistar Corp. Taiwan Air Cargo
Director, Formosa Terminal Ltd.
International Hotels Corp. Vice Chairman, Taian
Director, Ascendas Pte. Ltd. |Insurance Co., Ltd.
MBA, New York University, Director, Epistar Corp.
Represent US.A. Director, Ichia
ative: ROC. | Male |07/01/2000 | 06/26/2015 | 3 190,166 0.00% 190,166| 0.00% | 155,849|0.00% | 0| 0.00% Technologies, Inc.
Charles Chairman, Wan Hai
C.Y., Chen International Pte. Ltd.
President, Chen-Yung
Foundation
Adjunct Associate
Professor, National
Tsing Hua University
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Executives,
Shareholdi Directors or
[Supervisors
Shareholding when " Spouse & Minor ne ,by whr:a are
Nationality/ . U Elected i Sierchelili Shareholding Neriiee . [spouses or
Tide| Name | Countryof | Gender | Date First Date m Arrangem Experience Other Position ~ [Within two
origin Elected Elected (Yea ent (Education) ldegrees of
rs) kinship
Sh " Rel
Shares % Shares % Shares % |ar| % T:I r':z ati
es on
Chairman, Central Trading & |Member, Risk No [Non|No
Development Corp. Committee, China ne| e |ne
BA in Finance, Boston Airlines Ltd.
University, U.S.A. Chairman, Central
Trading &
Development Corp.
Chairman, Phu My
Hung Asia Holdings
Corp.
Chairman, Phu My
Represent Hung Development
ative: Corp.
Ting, R.O.C. Male |01/28/2008 | 06/26/2015| 3 0| 0.00% 0| 0.00% 0/ 0.00% | 0| 0.00% Chairman, Hiep Phuoc
Kwang-Hu Power Co., Ltd.
ng Chairman, Macro
Technologies Inc.
(Vietnam) Ltd.
Vice Chairman, TVBS
Media Inc.
Visiting Professor,
College of
Management of
National Taiwan
Normal University
Standing Director, China Chairman, China No [Non|No
Airlines Employee Union Airlines Employee ne| e |ne
Mission Association Union.
Representative, China Technician, Surface
Airlines Employee Union Treatment EMO
Mechanic, Engine Repair Engine Maintenance
Represent Technician, R.0.C. Air Force | Department China
ative: | (Note " . . . Republic of China Air Force, ~ [Airlines Ltd.
Jong, R.O.C. Male |08/09/2016 | 06/26/2015 3) 543| 0.00% 543| 0.00% 0 0.00% | 0| 0.00% |Technical School,
Jia-shi non-commissioned officers
classes 85 Mechanical
Associate Degree, Mechanical
Engineering Section,
Southeast Private Junior
College
First Officer By AB6Fleet 744 Captain, China No [Non|No
First Officer And Cruise Airlines Ltd. ne| e |ne
Captain By 744Fleet Standing Director,
Director, Jiantan Community |China Airlines
Development Association Employee Union
Test Pilot, R.O.C. Air Force Director, Federation
Represent Lieutenant Colonel,R.0.C. Air |of Aviation
ative: ROC. | Male | 07/13/2015 | 06/26/2015 | N°t€ 10,859| 0.00% 10,859| 0.00% | 10,473| 0.00% | 0| 0.00% |Force ) ) Employees, R.0.C.
Lee, Kuo- 4) Research Officer Of Flight
Fu Safety, National Taiwan
University
Bachelor’s Degree of
Science,R.0.C. Air Force
Academy, Taiwan
President, EVA Air None No[Non|No
Executive Vice President, EVA ne| e [ne
Represent Air
zth"e’ig ROC | Male | 07/26/2016 | 06/26/2015 (N;‘e o| 0.00% o| 0.00% 0| 0.00% | 0| 0.00% gchhaer't‘r’;;n?igfﬁi;rnaﬁonal
Chuan-Yi Business, Tunghai University
Director, Yuan-Chin Chairman, Prime No [Non|No
Development Co., Ltd. Development Co., Ltd. [ne| e [ne
Member, Rotary Club Of Supervisor, Chang-Jia
Represent Taipei Tunhua M&E Engineering
zth"e’i ROC. | Male | 07/26/2016 | 06/26/2015 (N;‘e o| 0.00% 0| 0.00% 0| 0.00% | 0| 0.00% 5:5:‘:r:ist)onrchII;er$)trter;, UK g?rre‘ztor, Chyn-Tay
Han-Ming MSc, Birmingham City Bearing Co., Ltd.
University, UK
National
Dir |Developmen
ect |t Fund, R.O.C. - 06/15/2012 | 06/26/2015| 3 519,750,519| 9.50%| 519,750,519| 9.50% - - - - - - -l - -
or |Executive
Yuan
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Executives,

Shareholdi Directors or
[Supervisors
Shareholding when " Spouse & Minor ne ,by whr:a are
o Ter Current Shareholding X Nominee
3 N NEREREly) Date First Date m Elected Shareholding Arrangem Experience her Positi iﬁ:;i‘ef;;
Title ame Coun.tr.y of | Gender Elected Elected (Yea ent (Eele=iE) Other Position T
Origin 8!
rs) kinship
Sh " Rel
Shares % Shares % Shares % |ar| % T:I r':z ati
es on
Member, Tax Reform Member, Risk No [Non|No
Commission, Executive Yuan |Committee, China ne| e [ne
Member, Administration Airlines Ltd.
Appeals Commission, Taipei |Public Director, Taipei
City Government Exchange, R.O.C.
Deputy Dean, College of Independent Director,
Represent Management, National Nan Shan Life
ative: ROC. | Male 0| 0.00% o| 0.00% 0.00% | 0| 0.00% |Taiwan University Insurance Co., Ltd.
Lin, Chairman, Department and  [Director, iPASS Corp.
Su-Ming Graduate Institute of Professor,
Accounting, National Taiwan |Department &
University Graduate Institute of
Ph.D. in Accounting, Arizona |Accounting, National
State University, U.S.A. Taiwan University
Chunghwa
Telecom Co., R.O.C. - 263,622,116| 4.82% 263,622,116| 4.82% - - - - - - -1 - |-
Ltd.
Sen. Exe. VP & CTO, Member, Risk No|Non|No
Chunghwa Telecom Co., Ltd. |Committee, China ne| e |ne
President, International Airlines Ltd.
Business Group, Chunghwa | Director, The Chinese
Telecom Co., Ltd. Institute of Electrical
. President, Enterprise Engineering
Dir Business Group, Chunghwa | Director, Taipei
ect Represent 06/15/2012 | 06/26/2015| 3 Telecom Co., Ltd. Computer Association
or ative: Managing Director, Director, Taipei
Huang, R.O.C. Male 0| 0.00% 0] 0.00% 0.00% | 0] 0.00% |Enterprise Business Division, |Financial Center Corp.
Hsiu-Gu Chunghwa Telecom Co., Ltd. |Chairman, Smartfun
Managing Director, Design Digital Co., Ltd.
Division, Chunghwa Telecom
Co., Ltd.
M.S. in Management Science,
National Chiao Tung
University
Chairman, China Steel Chairman, Audit No [Non|No
Chemical Corp. Committee, China ne| e |ne
Ind Chairman, Universal Airlines Ltd.
epe eXchange Inc.
nde Chung, N 5 5 | Exec. VP, China Steel Corp.
nt | o Min R.O.C. Male |06/15/2012 | 06/26/2015| 3 0| 0.00% 0| 0.00% 0.00% | 0| 0.00% |yp of Finance, China Steel
Dir Corp.
ect MBA, Arizona State
or University, U.S.A.
Commissioner, Department  |Chairman, No|Non[No
of Transportation, Taipei City |Remuneration ne| e |ne
Government Committee, China
Mayor Advisor, Taipei City Airlines Ltd.
Government Chairman, Risk
President, Taipei Society for |Committee, China
Traffic Safety Airlines Ltd.
Acting Chairman, Managing |Member, Audit
Director, Taipei Rapid Transit |Committee, China
Corp. Airlines Ltd.
Director, EasyCard Associate Professor
Investment Holdings Corp. and Dean of General
and Easy Card Corp. Affairs, Department
Chairman and Member, of Transportation
Transportation Committee, Management,
Consumers' Foundation, Tamkang University
Chinese Taipei President, Chinese
Ind Chairman, Department of Institute of
epe Transportation Management, | Transportation
Tamkang University Director, Eastern Asia
nde|Luo, Ph.D. in Civil Engineering Society for
nt |Hsiao-Hsie R.O.C. Male | 06/15/2012 | 06/26/2015| 3 0| 0.00% 0| 0.00% 0.00% | 0| 0.00% . " . .
Dir In (Tr_ansportfatlon_), National Tran§portatlon
ect Taiwan University Studies, EASTS
or Supervisor, Taipei
Rapid Transit Corp.
Director, Vehicle
Safety Certification
Center
Director, Taipei Traffic
Foundation
Director, Jing Chuan
Child Safety
Foundation
Standing Director,
Taipei Society for
Traffic Safety
Standing Director,
China Road
Federation
Director, The General
Association of the
Scouts of China
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Professional qualifications and independence analysis of directors

Meets One of the Following Professional Qualification i e e (o feie 0
Criteria| Requirements, Together with at Least Five Years Work Experience P
An Instructor |A Judge, Public Prosecutor, [Has Work
or Higher Attorney, Certified Public Experience in the
Position in a Accountant, or Other Areas of Commerce,
Department of |Professional or Technical Law, Finance, or
Commerce, Specialist Who has Passed a [Accounting, or Number of Other
Law, Finance, |National Examination and Otherwise Public Companies in
Accounting, or [been Awarded a Certificate |Necessary for the Which the
Other in a Profession Necessary for |Business of the Individual is
Academic the Business of the Company [Company Concurrently
Department 1/2(3|4(5|6|7|8|9]|10 Servin
g as an
Related to the Independent
Elulinsss Director
Needs of the
Company in a
Public or
Private Junior
College,
Name College or
University
Ho, Nuan-Hsuan v - v V|- |VIVI|V - WY - -
Hsieh, Su-Chien - - - - -\ V|V VIV V|V -
Charles v - v |- viv]-viviv] - ;
C.Y.,Chen
Jong, Jia-shi - - v |-\ V|V VIV VIV - =
Cheng, Chuan-Yi - - v V|- |- IVIVIVIVIVIV]- -
Ting,
- - v v - |\ V|V|V|V|VI|VI|V] - S
Kwang-Hung
Chen, Han-Ming - - v V|- \VIVIVIVIVIVIV]- -
Lee, Kuo- Fu = v v | -\ VIV V|V |V - =
Lin, Su-Ming v v v V|- \VIVIVIVIVIVIV]- 1(Note 2)
Huang, Hsiu-Gu = = v Vi i-|\VIV|-|VIVIVIV]- =
Chung, Lo-Min - - v vivivivIivIVIVIVIVIV -
it v v vviviviviviviv|v|v )
Hsiao-Hsien
Ting, Tin-Yu v - v vIVIVIVIVIV|IV|IV|IV|V -

Note 1: Please tick the corresponding boxes that apply to the directors or supervisors during the two years prior to being elected or during
their term in office.
1. Not an employee of the Company or any of its affiliates.
2. Not a director or supervisor of the Company or any of its affiliates. Not applicable in cases where the person is an independent

director of the Company, its parent company, or any subsidiary in which the Company holds, directly or indirectly, more than

50% of the voting shares.
3. Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by
the person under others’ names, in an aggregate amount of 1% or more of the total number of outstanding shares of the
Company or ranking in the top 10 in holdings.
4. Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of the

persons in the preceding three subparagraphs.
5. Not a director, supervisor, or employee of a corporate shareholder who directly holds 5% or more of the total number of

outstanding shares of the Company or who holds shares ranking in the top five holdings.
6. Not a director, supervisor, officer, or shareholder holding 5% or more of the shares, of a specified company or institution which
has a financial or business relationship with the Company.
7. Not a professional individual who is an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership,

company, or institution that provides commercial, legal, financial, accounting services or consultation to the Company or to any

affiliate of the Company, or a spouse thereof. These restrictions do not apply to any member of the remuneration committee

who exercises powers pursuant to Article 7 of the “Regulations Governing the Establishment and Exercise of Powers of
Remuneration Committees of Companies whose Stock is Listed on the TWSE or Traded on the TPEx“.
8. Not having a marital relationship, or a relative within the second degree of kinship to any other director of the Company.

9. Not been a person of any conditions defined in Article 30 of the Company Law.
10. Not a governmental, juridical person or its representative as defined in Article 27 of the Company Law.
Note 2: Served as independent director of Nan Shan Life Insurance Co., Ltd. since June 26, 2013.
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3.2.2 Management Team

APR 24, 2017

. Managers who are | Employ
Spouse & [ Shareholding o
. . . . . Spouses or Within ee
Nationality Shareholding Minor by Nominee
" Date . ) ) » Two Degrees of stock
Title Name / Country |Gender . Shareholding | Arrangement |  Experience (Education) Other Positions L .
. Effective Kinship option
of Origin
. | certific
Shares | % |Shares| % |Shares| % Title [ Name |Relation ates
Chairman , Mandarin
Airlines, Ltd.
Director, CAL Hotel
. . Co., Ltd.
Chairman, Taiwan Air Cargo | . .
Director, CAL-Asia
Terminal Ltd.
. |Investment Inc.
General Manager, Australia | K
. Director & President,
. Hsieh, Branch
President . R.O.C. Male |06/24/2016 | 48,5170.00% 0{0.00% 0] 0.00% . . . CAL Park Co., Ltd. None| None | None | None
Su-Chien Senior Vice President of .
. Director, Taoyuan
Marketing . .
International Airport
Bachelor’s Degree from .
o Services Co., Ltd.
Soochow University K
Director, CAL-Dynasty
International, Inc.
Director, Dynasty
Properties Co., Ltd.
Supervisor, Taiwan
Airport Service Co.,
Ltd.
. . Supervisor, China
Vice President, Investment . K
Pacific Catering
Development & .
M + Offi Services Ltd.
: anagemen ice
General Audit Chung, 8 Supervisor, CAL Park
Office R.O0.C. Male |12/26/2015]| 25,610{0.00% 0]0.00% 0| 0.00% | General Manager, None| None | None | None
i Chuar-Duan ) Co., Ltd.
Auditor General Singapore Branch . .
Supervisor, Taiwan
Bachelor’s Degree from i .
. . Aircraft Maintenance
Soochow University . i
and Engineering Co.,
Ltd.
Supervisor, CAL Hotel
Co., Ltd.
Auditor General, Taoyuan
International Airport
General Audit Services Co., Ltd. .
. B Supervisor, Sabre
Office Fang, Femal Senior Auditor, General
. _ R.O.C. 09/01/2014| 8,000|0.00% 0]0.00% 0] 0.00% i ) Travel Network None| None | None [ None
Deputy Auditor Juo-Ling e Audit Office X
(Taiwan) Ltd.
General Master’s Degree from
Georgia State University,
U.S.A
Chairman, Kaohsiung
Airport Catering
Services Ltd.
Chairman, Taiwan
Airport Service Co.,
Ltd.
Supervisor, Taiwan Air
. . . Cargo Terminal Ltd.
Chairman, Taiwan Airport .
) Director, Taoyuan
Services Co., Ltd.
. International Airport
Concurrently, President, .
. . K Services Co., Ltd.
) Taiwan Airport Services Co., . .
Senior Vice ch ™ Director, Tiger Taiwan
ang, X
President s R.0.C. Male |06/24/2016 0]0.00% 0/0.00% 0] 0.00% . Co., Ltd. None| None | None [ None
Young President, Taoyuan . X
(VF) X ) Director, Mandarin
International Airport L
Airlines, Ltd.
Services Co., Ltd. .
Director, Arport Air
Bachelor’s Degree from Fu X )
. . Terminal (Xiamen) Co.,
Jen University
Ltd.
Director, Arport Air
Cargo Service(Xiamen)
Co., Ltd.
Director, Taiwan
Aircraft Maintenance
and Engineering Co.,
Ltd.
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. Managers who are | Employ
Spouse & | Shareholding 5 o
ouses or Within ee
Nationality — Shareholding Minor by Nominee :_ B ; -
wo Degrees o stocl
Title Name / Country |Gender i Shareholding | Arrangement | Experience (Education) Other Positions ) g‘ A
of Origin Effective Kinship option
certific
Shares | % |Shares| % |Shares| % Title [ Name |Relation at
es
Vice President, Passenger [Director, CAL Hotel
Senior Vi Sales Div. Co., Ltd.
enior Vice
Chang, General Manager, New Director,Mandarin
President R.O.C. Male |08/11/2016| 96,553|0.00% 0(0.00% 0] 0.00% None| None | None | None
W) Chih-Chieh York Branch Airlines, Ltd.
Bachelor’s Degree from Director,Taiwan Air
Tunghai University Cargo Terminal Ltd.
Vice President, Flight
Operations Div.
Director,Mandarin
Senior Vice K Assistant Vice President, Airl Ltdl
@o, irlines, Ltd.
resident .0.C. ale . .00% .00% .00% | Flight Operations Div. one| None one one
Presid . R.0.C Male |06/01/2011| 62,809|0.00% 0/0.00% 0| 0.00%| Flight Of ions Di X N N N N
Shing-Hwang Director,CAL Hotel Co.,
(VO) Bachelor’s Degree from Ltd
National Cheng Kung ’
University
Chairman, Taiwan
Aircraft Maintenance
and Engineering Co.,
Ltd.
Director, Mandarin
Airlines, Ltd.
Vice President,
Director, China Aircraft
Maintenance Div.
Senior Vice " Vice President Services Limited.
uang, ice President,
President i R.0.C. Male |03/01/2014 |105,233|0.00% | 27,281|0.00% 0] 0.00% K ) K Director, Taikoo None| None | None | None
Chwen-Jiun Engineering Div. . .
(VE) (Xiamen) Landing Gear
Bachelor’s Degree from
Services Co., Ltd.
Tamkang College
Director, Taikoo Spirit
Aerosystems (Jinjiang)
Composite Co., Ltd.
Director, Taoyuan
International Airport
Services Co., Ltd.
Director & President,
CAL-Asia Investment
Manager, China Pacific Inc.
Senior Vi Catering Services Ltd. Director, CAL Hotel
enior Vice
Confidential Consultant, Co., Ltd.
President Lo, Ya-Mei R.O.C. |Female [06/24/2016 0(0.00% 0(0.00% 0[ 0.00% . ) . None| None | None | None
(W) Executive Yuan Director, Mandarin
Master’s Degree from Airlines, Ltd.
National Taiwan University |Director, Taoyuan
International Airport
Services Co., Ltd.
Assistant Vice President,
X ) Human Resources Div.
:Ct”_‘g Vltce Yeah General Manager, Human
residen eah,
X R.0.C. Male [01/03/2017 868|0.00% 0]0.00% 0] 0.00% | Resources & Administration |None None| None | None | None
H R Shao-T
uman Resources ao-Tin,
DI & Dept., Maintenance Div.
iv.
Bachelor’s Degree from
Chinese Culture University
Vice President, Corporate
Safety Office
Vice President Lai Assistant Vice President,
. al,
Flight Ming-Hul R.O.C. Male |03/01/2016 | 19,1270.00% 0]0.00% 0] 0.00% | Flight Operations Div. None None| None | None [ None
. . ing-Hui
Operations Div. 8 Bachelor’s Degree from
National Cheng Kung
University
General Manager,
Standardization
Department, Flight
Assistant Vice Operations Div.
President Liao, Chief, Crew Evaluation
R . o R.0.C. Male |12/01/2014 0]0.00% 0]0.00% 0] 0.00% . L None None| None | None | None
Flight Operations | Wei-Chih Section, Standardization
Div. Department, Flight
Operations Div.
Master’s Degree from RMIT
University
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Nationality

Date
/ Country

Effective

Title Name Gender

of Origin

Shareholding

Spouse &
Minor
Shareholding

Shareholding

by Nominee

Arrangement

Shares

%

Shares| %

Shares

%

Experience (Education)

Other Positions

Managers who are

Spouses or Within

Two Degrees of

Kinship

Title

Name

Relation

Employ
ee
stock
option
certific
ates

Assistant Vice
President
Flight
Operations Div.

Hong,

R.O.C. Male |06/01/2016

Tsu-Kuang

11,816

0.00%

0(0.00%

0.00%

General Manager,
Administration
Department, Flight
Operations Div.

General Manager, Food &
Beverage Services
Department, In-Flight
Service Supply Div.
Bachelor’s Degree from
Soochow University

None

None

None

None

None

Vice President
System Operation
Control Div.

Chen,

R.O.C.
Shann-Juan

Male |01/16/2016

12,066

0.00%

0(0.00%

0.00%

General Manager, Thailand
Branch

Assistant Vice President,
System Operation Control
Div.

Associate’s Degree from
Shih Hsin College

None

None

None

None

None

Assistant Vice
President

System Operation
Control Div

Jeng,

R.0.C. Male |08/01/2013

Jong-Shinn

1,494

0.00%

0(0.00%

0.00%

General Manager, Base
Maintenance Department,
Maintenance Div.

General Manager, Line
Operation Department,
Maintenance Div.
Associate’s Degree from
Lung Hwa College of
Science and Technology

None

None

None

None

None

Vice President
Passenger
Sales Div.

Wang,

g R.O.C.
Chen-Min

Male [12/10/2016

35,621

0.00%

0(0.00%

0.00%

General Manager, Korea
Branch

Assistant General Manager,
Los Angeles Branch
Bachelor’s Degree from
Feng Chia University

Director, Dynasty
Holidays, Inc.
Director, Sabre Travel
Network (Taiwan) Ltd.
Director, Everest
Investment Holdings
Ltd.

Director, Yestrip Co.,
Ltd.

None

None

None

None

Assistant Vice
President
Passenger
Sales Div

Peng, Pao

R.O.C.
Chu

Female [ 08/20/2016

8,434

0.00%

0(0.00%

0.00%

General Manager, San
Francisco Branch

General Manager, Yestrip
Travel Service

Bachelor’s Degree from
National Taiwan University

None

None

None

None

None

Vice President
Tsao,
Passenger

Wh-F R.0.C. Female | 11/08/2013
Marketing Div. yh-ren

9,522

0.00%

16,948 0.00%

0.00%

Assistant Vice President,
Corporate, Development
Office

General Manager,
International Affairs &
Alliances Department,
Corporate Development
Office

Master’s Degree from
Surrey University, UK

Director, Tiger Taiwan
Co., Ltd.

Director, Dynasty
Holidays, Inc.

None

None

None

None

Assistant Vice
President
Passenger

Kung,

R.O.C. Male |12/29/2014

Yuan-Jau
Marketing Div.

9,062

0.00%

0(0.00%

0.00%

General Manager,
E-Commerce Department,
Passenger Marketing Div.
General Manager,
Marketing System
Department, Information
Management Div.
Master’s Degree from
Tatung College of
Engineering

None

None

None

None

None

Chen,
I-Chieh

Vice President

Finance Div. R.0.C.

Male |02/16/2017

6,161

0.00%

0(0.00%

0.00%

Vice President, Investment
Development &
Management Div.

General Manager, Vietnam
Branch Concurrently,
General Manager, Hanoi
Branch

Master’s Degree from

National Taipei University

Supervisor, Hwa Hsia
Company Ltd.
Supervisor, CAL Hotel
Co., Ltd.

Supervisor, Mandarin
Airlines, Ltd.
Supervisor, Arport Air
Terminal (Xiamen) Co.,
Ltd.

Supervisor, Arport Air

None

None

None

None
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Title

Name

Nationality
/ Country
of Origin

Gender

Date
Effective

Shareholding

Spouse &
Minor
Shareholding

Shareholding

by Nominee

Arrangement

Shares

%

Shares| %

Shares

%

Experience (Education)

Other Positions

Managers who are

Spouses or Within

Two Degrees of

Kinship

Title

Name

Relation

Employ
ee
stock
option
certific
ates

Cargo Service(Xiamen)
Co., Ltd.

Supervisor, China
Pacific Laundry
Services Ltd.

Assistant Vice
President

Finance Div.

Huang,
Tze-Chi

R.O.C.

Male

05/04/2013

110

0.00%

0{0.00%

0.00%

General Manager, Bali
Branch

General Manager, Chengdu
Branch

Bachelor’s Degree from

Tamkang University.

Supervisor, Global Sky
Express Ltd.
Supervisor, Yestrip Co.,
Ltd.

None

None

None

None

Assistant Vice
President
Finance Div.

Ho, Hui-Fen

R.0.C.

Female

11/28/2013

0.00%

0(0.00%

0.00%

General Manager, General
Accounting Department,
Finance Div.

General Manager,
Business Management
Department, Business
Development Office
Master’s Degree from

Soochow University

Supervisor, Kaohsiung
Airport Catering
Services Ltd.
Supervisor, Dynasty
Holidays, Inc.
Supervisor, Taiwan
Aircraft Maintenance
and Engineering Co.,
Ltd.

None

None

None

None

Assistant Vice
President
Finance Div.

Lin,

Ming-Hsiu

R.O.C.

Female

03/14/2017

54,792

0.00%

0(0.00%

0.00%

Assistant Vice President,
Investment Development &
Management Div.
Assistant Vice President,
Marketing Services Div.
Master’s Degree from

Tamkang University

None

None

None

None

None

Vice President
Corporate
Safety Office

Chen, I-Ko

R.O.C.

Male

03/01/2016

23,541

0.00%

0(0.00%

o

0.00%

Vice President, Safety
Office, Mandarin Airlines,
Ltd.

Assistant Vice President,
Corporate Safety Office
Associate’s Degree from
United College of

Engineering

None

None

None

None

None

Assistant Vice
President
Corporate
Safety Office

Chou,
Jyh-Shyan

R.0.C.

Male

09/22/2016

9,171

0.00%

7,382(0.00%

o

0.00%

Vice President, Taiwan
Airport Services Co., Ltd.
Assistant Vice President,
System Operation Control
Div.

Master’s Degree from RMIT

University, AU

None

None

None

None

None

Assistant Vice
President
Corporate
Safety Office

Tsai, Chih
Hung

R.O.C.

Male

01/01/2015

0.00%

0(0.00%

0.00%

General Manager, System
Engineering Department,
Engineering Div.

General Manager, Hanger
Eri Maintenance
Department, Maintenance
Div.

Master’s Degree from

Manchester University, UK

None

None

None

None

None

Vice President

Legal & Insurance

Div.

Chien,

Feng-Nien

R.O.C.

Male

01/03/2017

0.00%

0(0.00%

0.00%

Director Of Legal Office,
Taiwan Financial Asset
Service Corporation

Head Prosecutor, Taichung
Prosecutors Office
Master’s Degree from
National Taiwan Ocean

University

None

None

None

None

None
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Title

Name

Nationality
/ Country
of Origin

Gender

Date
Effective

Shareholding

Spouse &
Minor
Shareholding

Shareholding

by Nominee

Arrangement

Shares | %

Shares| %

Shares

%

Experience (Education)

Other Positions

Managers who are

Spouses or Within

Two Degrees of

Kinship

Title

Name

Relation

Employ
ee
stock
option
certific
ates

Vice President
Corporate
Communications
Office

Peng,
Long-Min

R.O.C.

Male

08/16/2016

32,843(0.00%

0{0.00%

0.00%

Chief Representative, China
And North China
Concurrently, General
Manager, Beijing Office
Assistant Vice President,
Ground Services Div.
Bachelor’s Degree from
Chung Yuan Christian
University

None

None

None

None

None

Assistant Vice
President
Corporate
Communications
Office

Lu,
Shwu-Huoy

R.O.C.

Female

12/01/2014

22,605(0.00%

0{0.00%

0.00%

General Manager, Next
Generation Travel
Experience Program,
Corporate Development
Office

General Manager,
Customer Service Call
Center, Taipei Branch
Master’s Degree from
National Central University

None

None

None

None

None

Assistant Vice
President
Corporate
Communications
Office

Yu, Yau

R.0.C.

Female

10/16/2016

34,154 0.00%

0(0.00%

0.00%

General Manager,
Corporate Affairs
Department, Corporate
Communications Office
Assistant General Manager,
Cabin Crew Management
Department, Cabin Crew
Div.

Master’s Degree from
National Sun Yat-sen
University

None

None

None

None

None

Vice President
Administration
Div.

Ku,
Yueh-Han

R.O.C.

Male

08/16/2016

0{0.00%

0{0.00%

0.00%

President, Taiwan Airport
Services Co., Ltd.

Vice President, Investment
Development &
Management Div.
Master’s Degree From
United States International
University

Director, Hwa Hsia
Company Ltd.
Director, CAL Park Co.,
Ltd.

None

None

None

None

Assistant Vice
President
Administration
Div.

Chen,
Jo-Ching

R.O.C.

Female

10/01/2015

0(0.00%

0(0.00%

0.00%

General Manager, Services
Items Planning
Department, In-Flight
Service Supply Div.

Mast Auditor, General
Audit Office

Master’s Degree From
University Of Michigan

None

None

None

None

None

Vice President
Information

Management Div.

Lu,
Shih-Ming

R.O.C.

Male

05/01/2015

24,917(0.00%

0(0.00%

0.00%

Assistant Vice President,
Next Generation Travel
Experience Program,
Corporate Development
Office

Assistant Vice President,
Ground Services Div.
Master’s Degree From
National Chengchi
University

Director, Sabre Travel
Network (Taiwan) Ltd.

None

None

None

None

Assistant Vice
President,
Information

Management Div.

Liu,
Duan-Shiuh

R.O.C.

Male

04/20/2017

111,068 | 0.00%

0(0.00%

0.00%

Assistant Vice President,
Ground Services Div.
General Manager,
Information Planning
Department, Information
Management Div.
Master’s Degree From
National Taipei University
Of Technology

None

None

None

None

None

Vice President
Cabin Crew Div.

Wei,
Yih-Jiun

R.O.C.

Male

08/16/2016

39,934(0.00%

0(0.00%

0.00%

General Manager, China
Pacific Catering Services
Ltd.

Master’s Degree from
National Sun Yat-sen
University

Director, China Pacific
Laundry Services Ltd.

None

None

None

None

24

Corporate Governance Report




5 O | S Managers who are | Employ
ouse areholdin;
. . . P i . 3 Spouses or Within ee
Nationality — Shareholding Minor by Nominee —_— ; -
ate wo Degrees o stocl
Title Name / Country |Gender i Shareholding | Arrangement | Experience (Education) Other Positions ) e ) A
of Origin Effective Kinship option
certific
Shares | % |Shares| % |Shares| % Title [ Name |Relation at
es
General Manager, Cabin
Crew Management, Cabin
Crew Div.
. i General Manger, Media
Assistant Vice .
R Pan, Affairs Department,
President R.0.C. |Female|03/01/2014 298/0.00% 0]0.00% 0] 0.00% o None None| None | None | None
Cabin Crew Div. Wen-Tsung Corporate Communications
Office
Master’s Degree from
National Chengchi
University
Director, Tiger Taiwan
Co., Ltd.
Director, Taiwan
Airport Service Co.,
Vice President, Ground Ltd.
. . Services Div. Director, Global Sky
Vice President ; . .
Assistant Vice President, Express Ltd.
Corporate Chang,
) R.O.C. Male |12/01/2014( 30,512|0.00% 0/0.00% 0] 0.00% | New PSS Team, Passenger |Director, Dynasty Hotel|[None| None | None | None
Development Ming-Way
3 Sales Div. of Hawaii, Inc.
Office
Bachelor’s Degree from Fu |Director, Dynasty
Jen University Properties Co., Ltd.
Director, China Aircraft
Services Limited.
Director, Taiwan Air
Cargo Terminal Ltd.
Marketing Director, The
Americas
Assistant Vi
SSIS_ ant Vice Assistant to Vice President,
President
) Corporate Development
Corporate Tung, Wei R.O.C. Male |03/01/2014| 8,937|0.00%( 4,049|0.00% 0] 0.00%( . None None| None | None | None
Development Div.
Office Master’s Degree from
National Chengchi
University
General Manager, Austria
Assistant Vice Branch
President Assistant Vice President,
Corporate Wang, Wei | R.0.C. |Female|02/02/2017 | 10,298|0.00% 0/0.00% 0| 0.00%| Finance Div. None None| None | None | None
Development Master’s Degree from
Office George Washington
University, U.S.A.
Assistant Vice President, Chairman, China
In-Flight Service Supply Div. | Pacific Laundry
Vice President General Manager, Cabin Services Ltd.
In-Flight Service Liu, Crew Management Director, China Pacific
R.O.C. Female [ 09/16/2016 | 33,627(0.00% 0/0.00% 0f 0.00% ) ) . None| None | None | None
Supply Shyh-Hwa Department, Cabin Crew Catering Services Ltd.
Div. Div. Director, Kaohsiung
Master’s Degree from Airport Catering
National Taipei University |Services Ltd.-Director
General Manager,
Purchasing Department
Assistant Vice Administration Div.
President General Manager,
. ) Kao, g. . .
In-Flight Service Shu-ch R.O.C. |Female|08/16/2016| 7,879(0.00% 0/0.00% 0| 0.00%| Personnel Administration |None None| None | None | None
u-Chuan
Supply Department, Human
Div. Resources Div.
Associate’s Degree from
Ming Chuan College
Chief Representative, South
China Concurrently,
: ) General Manager,
Vice President . 3 . ) =
. Liu, Guangzhou Office Director, China Pacific
Ground Services R.0.C. Male |09/16/2016 | 60,488 0.00% 0]0.00% 0] 0.00% K ) . X None| None | None | None
Div Tsao-Yang Assistant Vice President, Laundry Services Ltd.
’ Cabin Crew Div.
Bachelor’s Degree from
Chinese Culture University
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5 O | S Managers who are | Employ
ouse areholdin;
. . . P i . 3 Spouses or Within ee
Nationality — Shareholding Minor by Nominee —_— ; -
ate wo Degrees o stocl
Title Name / Country |Gender X Shareholding | Arrangement |  Experience (Education) Other Positions ) g ) A
of Origin Effective Kinship option
certific
Shares | % |Shares| % |Shares| % Title [ Name |Relation at
es
Assistant Vice President,
Information Management
Assistant Vice Div.
President Hsiao, Kuo General Manager, Sapporo
. ) R.O.C. Male |04/20/2017 0/0.00% 0/0.00% 0f 0.00% None None| None | None | None
Ground Services Chih Branch
Div. Bachelor’s Degree from
National Cheng Kung
University
Station Manager, Germany
Assistant Vice Branch
President Chu, Station Manager, Hong
. i R.O.C. Male |09/16/2016| 43,382|0.00%| 8,277|0.00% 0f 0.00% None None| None | None | None
Ground Services Te-Hsiu Kong Branch
Div. Bachelor’s Degree from
Chinese Culture University
Director, Taiwan Air
Cargo Terminal Ltd.
Director, Hwa Hsia
Vice President, Cargo Sales |Company Ltd.
Vice President & Marketing Div. Director, Science Park
Cargo Sales, Liu, Vice President, Cargo Logistics Co., Ltd.
. R.0.C. Male |10/01/2016 172(0.00% 0/0.00% 0[ 0.00% i o i None| None | None | None
Marketing & Der-Chuan Services & Logistics Div. Director, Global Sky
Services Div. Bachelor’s Degree from Fu |Express Ltd.
Jen University Director, Eastern
United International
Logistics (Holdings)
Ltd.
Assistant Vice President,
Cargo Sales & Marketing
Assistant Vice Div.
President Hsueh General Manager, Cargo
sueh,
Cargo Sales, Po-W R.0.C. Male |10/01/2016 328/0.00% 0]0.00% 0] 0.00% [ Marketing & Planning None None| None | None [ None
. 0-Wen
Marketing & Department, Cargo Sales &
Services Div. Marketing Div.
Bachelor’s Degree from
Chinese Culture University
Assistant Vice President,
Cargo Services & Logistic
Assistant Vice Div.
President U Assistant Vice President,
in,
Cargo Sales, . R.O.C. Male |10/01/2016 506 0.00% 0{0.00% 0] 0.00% | Cargo Sales & Marketing None None| None | None | None
Marketing & Hsiao-Feng Di
iv.
Services Div. Master’s Degree from
National Chiao Tung
University
Vice President, Engineering |Director, Hwa Hsia
Div. Company Ltd.
Vice President Wang, Vice President, Quality Director, Taiwan
) . R.0.C. Male |11/16/2014| 12,069|0.00% 0]0.00% 0] 0.00% . X K None| None | None | None
Maintenance Div. Houng Assurance Div. Aircraft Maintenance
Bachelor’s Degree from and Engineering Co.,
Feng Chia University Ltd.
General Manager, Line
Operation Department,
. X Maintenance Div.
Assistant Vice .
. o . General Manager, Audit
President Li, Chih-Wei| R.O.C. Male |02/18/2014 10,295/ 0.00% 0/0.00% 0f 0.00% . None None| None | None | None
Maintenance Div. Department, Quality
’ Assurance Office
Master’s Degree from
Kainan University
Assistant Vice President,
Maintenance Div. . .
Vice President p M B Director&President,
ice Presiden eneral Manager, Base R .
. Lee, Taiwan Aircraft
Quality . R.O.C. Male |02/16/2014| 10,298|0.00% 0/0.00% 0( 0.00%| Maintenance Department, . None| None | None | None
. Jung-Hui . . Maintenance and
Assurance Div. Maintenance Div. ) X
Engineering Co., Ltd.
Master’s Degree from
Tatung University
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Title Name / Country |Gender i Shareholding | Arrangement | Experience (Education) Other Positions ) g‘ A
of Origin Effective Kinship option
certific
Shares | % |Shares| % |Shares| % Title [ Name |Relation at
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N . Director, Asian
Vice President, Corporate
. Compressor
Safety Office. .
. . . . Technology Services
Vice President S Vice President, Engineering Co.. Ltd
un, . o., Ltd.
. . . . ) R.O.C. Male |11/16/2014| 62,602|0.00% 0/0.00% 0( 0.00% | Div. ) . None| None | None | None
Engineering Div. Jia-Min Director, Taiwan
Master’s Degree From . .
; . . 3 Aircraft Maintenance
National Taiwan University ) )
. and Engineering Co.,
Of Science And Technology
Ltd.
Vice President, Cabin Crew
Div. Director,Sabre Travel
Vice President Tong, General Manager, Network (Taiwan) Ltd.
. L R.O.C. Female [ 08/16/2016 | 50,878|0.00% | 15,946 | 0.00% 0| 0.00% ) ) . None| None | None | None
Taiwan Huai-Ming Kaohsiung Branch Director,Yestrip Co.,
Graduated From Taipei First|Ltd.
Girls High School
Vice President, Europe .
Chairman, Dynasty
Concurrently, General .
Hotel of Hawaii, Inc.
Manager, Netherland X )
Branch Chairman&President,
ranc
Vice President Lee, X ) . Dynasty Properties Co.,
. . R.O.C. Male |12/16/2014| 25,000 0.00% 0/0.00% 0] 0.00% | Assistant Vice President, None| None | None | None
The Americas Hsien-Kuang . Ltd.
Passenger Sales Div. ) )
, Director&President,
Bachelor’s Degree from
. . CAL-Dynasty
National Taiwan Ocean .
International, Inc.
College
Chairman, Taiwan Airport
Services Co., Ltd.
Vice President Shih, Senior Vice President of Chairman/President,
X ! R.O.C. Male |11/11/2013 |155,294|0.00% 0/0.00% 0| 0.00%|Service . ! None| None | None | None
Japan Ping-Huang ) Dynasty Holidays, Inc.
Bachelor’s Degree from
National Chengchi
University
Assistant Vice President,
Passenger Sales Div.
General Manager,
Vice President o Indonesia Concurrently,
uyang,
Europe Jyh 8 R.O.C. Male |12/29/2014| 13,903|0.00% 0(0.00% 0] 0.00% | General Manager, None None| None | None | None
ohn
P Surabaya Branch
Associate’s Degree from St.
John'’s and Mary’s Institute
Technology
Chief Representative, East
China Concurrently,
General Manager, Shanghai
Branch
Vice President Lo, . ) .
Mainland Chi H Mi R.O.C. Male |09/08/2016 | 80,552|0.00% 0/0.00% 0| 0.00%|Vice President, Taiwan None None| None | None | None
ainlan ina ow-Min
Concurrently, General
Manager, Taipei Branch
Associate’s Degree from
Chihlee College
Auditor General, General
Audit Office
Chairman, Sabre Travel
Vice President Wu Network (Taiwan) Ltd. Director, Sabre Travel
\ce Fresiden ! R.0.C. Male |11/01/2015( 12,167|0.00% 0]0.00% 0] 0.00% [ Concurrently, President, o None| None | None | None
Oceania Wen-Kuo Network (Taiwan) Ltd.
Sabre Travel Network
(Taiwan) Ltd.
Master’s Degree from
National Taiwan University

Note: Company presidents, senior vice presidents, vice presidents, assistant vice presidents, and department and branch general managers have not worked for the Company's currently designated
accounting firm or affiliated enterprises within the specified period and do not hold Company stock under the name of a different person.
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3.2.3 Remuneration of Directors, President, and Vice President
Remuneration of Directors

Remuneration Ratio of Total
Remuneration
Base Compensation (A) Bonus to Directors (C) Allowances (D)
Severance Pay (B) (A+B+C+D) to Net
(Note 2) (Note 3) (Note 4)
Title Name Income (%) (Note 10)
(Note 1) Consolidated Consolidated Consolidated Consolidated Consolidated
Subsidiaries Subsidiaries of Subsidiaries of Subsidiaries Subsidiaries
CAL CAL CAL CAL CAL
of CAL CAL CAL of CAL of CAL
(Note 7) (Note 7) (Note 7) (Note 7) (Note 7)
Chairman Ho, Nuan-Hsuan
Chairman Sun, Huang-Hsiang
Director Hsieh, Su-Chien
Director Charles C.Y. ,Chen
Director Ting, Kwang-Hung
Director Jong, Jia-shi
Director Lee, Kuo- Fu
Director Cheng, Chuan-Yi
Director Chen, Han-Ming
Director Lin, Su-Ming 6,979 6,979| 8,223 8,223 0 0| 5,322 5,596| 3.59% 3.64%
Director Huang, Hsiu-Gu
Director Chang, Yu-Hern
Director Lai, Ching-Chyi
Director Lee, Cho-Ping
Director Ko, Tso-Liang
Independent .
Director Chung, Lo-Min
In_dependent Luo, Hsiao-Hsien
Director
Independent . .
Director Ting, Tin-Yu

Note 1: Aside from independent directors, all other directors are representatives of the Company’s juridical person shareholders China Aviation Development

Foundation, National Development Fund (Executive Yuan), Chunghwa Telecom Co., Ltd. On June 24, 2016, China Aviation Development Foundation
reassigned Mr. Ho, Nuan-Hsuan to serve as its juridical person representative and on the same date he was elected chairman of the Board of Directors.
On July 6, 2016, Mr. Hsieh, Su-Chien was reassigned as juridical person representative. On July 26, 2016, Mr. Cheng, Chuan-Yi and Mr. Chen, Han-Ming
were reassigned as juridical person representatives. On August 9, 2016, Mr. Jong, Jia-shi was reassigned as juridical person representative.

Note 2: Refers to director remuneration over the past year (includes director salary, additional compensation, severance pay, various bonuses, incentive pay).

Note 3: As stipulated in the Company’s Articles of Association, directors are not awarded bonuses.

Note 4: Refers to relevant business expenses incurred by directors (including travel expenses, special disbursements, various allowances, living quarters,

company car). If provided with housing, a car or other transportation, or exclusive personal expenses, the type and cost, rent (actual or fair market
calculation), fuel cost, and other costs of the assets provided must be disclosed. The above figures do not include remuneration paid to drivers, which
totaled NT$970,000.

Note 5: Refers to salary, bonuses, and allowances received by directors who are also employed by the Company (including as president, vice president, other

management, or regular employee) over the past year and includes salary, additional compensation, severance pay, various bonuses, incentive pay,
travel expenses, special disbursements, various allowances, living quarters, and company car. If provided with housing, a car or other transportation,
or exclusive personal expenses, the type and cost, rent (actual or fair market calculation), fuel cost, and other costs of the assets provided must be
disclosed. The above figures do not include remuneration paid to drivers, which totaled NT$875,000. As stipulated in IFRS 2, Share Based Payments
including obtaining employee stock options and employee restricted stock awards, and participation in a cash capital increase shall be calculated as

remuneration.

* The remuneration content disclosed in the table is different than required under the Income Tax Act. The content is provided for information disclosure, not

tax purposes.
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Unit: NTS thousands

Dec 31, 2016

Relevant Remuneration Received by Directors Who are Also Employees

Salary, Bonuses, and Allowances
(E)(Note 5)

Severance Pay (F)

Employees’ Compensation (G)(Note 6)

Ratio of Total Compensation
(A+B+C+D+E+F+G) to Net Income

(%) (Note 10)

Consolidated

Consolidated

Consolidated

Consolidated

Compensation Paid to
Directors from an
Invested Company

Other than the

e . CAL Subsidiaries of CAL S
Subsidiaries Subsidiaries Subsidiaries of ’ i
Company’s Subsidiary
. of CAL . of CAL (Note 7) . CAL (Note 11)
(Note 7) (Note 7) Cash Stock Cash Stock (Note 7)
13,047 13,458 7,056 7,056 152 152 0 7.14% 7.26% 0

Note 6: Refers to employee compensation (including stock or cash) received by directors who are also employed by the Company (including as president, vice

president, other management, or regular employee) over the past year, and the amount of employee compensation approved for distribution by the

Board for the most recent year must be disclosed. On January 17, 2017, the Company’s Board of Directors approved the 2016 Employee Compensation

Proposal.

Note 7: The total remuneration provided by the Company and subsidiaries to directors is disclosed per the consolidated financial statement.

Note 8: The remuneration distributed to each member of the Company’s Board is disclosed as a range and the names of directors are disclosed by range of

compensation received.

Note 9: The total remuneration provided by the Company and subsidiaries to directors is disclosed per the consolidated financial statement and names of

directors are disclosed by range of compensation received.

Note 10: Net income refers to net income (after tax) for the most recent year. For those already using IFRS, net income refers to net income (after tax) reported

on the individual financial statement for the most recent year. The Company’s 2016 individual financial statement net income (after tax) totaled

NTS$571,540,000.
Note 11:

(1) Compensation paid to directors from an invested company other than a Company subsidiary.

(2) Compensation refers to pay, bonuses (including bonuses to employees, directors, or supervisors), or expenses paid in the execution of business to

Company directors who serve as director, supervisor, or manager of an invested company other than a Company subsidiary.

(3) Compensation paid to directors from an invested company other than a Company subsidiary is included in Column | (Consolidated Subsidiaries of

CAL) of the Director Remuneration by Compensation Level Table.

Note 12:
received a travel allowance.

(1) Aside from Chairman Ho, Nuan-Hsuan, Chairman Sun, Huang-Hsiang, Director Hsieh, Su-Chien, and Director Chang, Yu-Hern, all other directors

(2) Director Ting, Kwang-Hu, Director Lee, Kuo- Fu, Director Jong, Jia-shi, and Director Ko, Tso-Liang donated the travel allowances received to the

China Airlines Employee Union.

(3) The directors who also serve as employees of the Company are Director Hsieh, Su-Chien; Director Jong, Jia-shi; Director Lee, Kuo- Fu; Director Chang,

Yu-Hern; and Director Ko, Tso-Liang. Of these, Mr. Chang, Yu-Hern resigned from his position on July 6, 2016 and Mr. Ko, Tso-Liang resigned from

his position on August 9, 2016.

Corporate Governance Report

29




Director Remuneration by Compensation Level

Range of Remuneration

Total of (A+B+C+D)

Total of (A+B+C+D+E+F+G)

CAL
(Note 8)

Consolidated Subsidiaries of
CAL
(Note 9) H

CAL
(Note 8)

Consolidated Subsidiaries of
CAL
(Note9) I

Under NT$2,000,000

Charles C.Y., Chen; Ting,
Kwang-Hu; Jong, Jia-shi;
Lee, Kuo- Fu; Cheng,
Chuan-Yi; Chen, Han-Ming;
Lin, Su-Ming; Huang,
Hsiu-Gu; Chang, Yu-Hern;
Lai, Ching-Chyi; Hsieh,
Su-Chien; Lee, Cho-Ping; Ko,
Tso-Liang; Chung, Lo-Min;
Luo, Hsiao-Hsi; Ting, Tin-Yu

Charles C.Y., Chen; Ting,
Kwang-Hu; Jong, Jia-shi;
Lee, Kuo- Fu; Cheng,
Chuan-Yi; Chen, Han-Ming;
Lin, Su-Ming; Huang,
Hsiu-Gu; Chang, Yu-Hern;
Lai, Ching-Chyi; Hsieh,
Su-Chien; Lee, Cho-Ping; Ko,
Tso-Liang; Chung, Lo-Min;
Luo, Hsiao-Hsi; Ting, Tin-Yu

Charles C.Y., Chen; Ting,
Kwang-Hu; Jong, Jia-shi;
Cheng, Chuan-Yi; Chen,
Han-Ming; Lin, Su-Ming;
Huang, Hsiu-Gu; Lai,
Ching-Chyi; Lee, Cho-Ping;
Chung, Lo-Min; Luo,
Hsiao-Hsi; Ting, Tin-Yu

Charles C.Y., Chen; Ting,
Kwang-Hu; Jong, Jia-shi;
Cheng, Chuan-Yi; Chen,
Han-Ming; Lin, Su-Ming;
Huang, Hsiu-Gu; Lai,
Ching-Chyi; Lee, Cho-Ping;
Chung, Lo-Min; Luo,
Hsiao-Hsi; Ting, Tin-Yu

NT$2,000,001 ~
NT$5,000,000

Ho, Nuan-Hsuan

Ho, Nuan-Hsuan

Ho, Nuan-Hsuan; Hsieh
Su-Chien; Chang, Yu-Hern

Ho, Nuan-Hsuan; Hsieh
Su-Chien; Chang, Yu-Hern

NT$5,000,001 ~
NT$10,000,000

Lee, Kuo- Fu;
Ko, Tso-Liang

Lee, Kuo- Fu;
Ko, Tso-Liang

NT$10,000,001 ~
NT$15,000,000

Sun, Huang-Hsiang

Sun, Huang-Hsiang

Sun, Huang-Hsiang

Sun, Huang-Hsiang

Total

18

18

18

18
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President and Senior Vice President Remuneration

Salary (A) Bonuses and Allowances (C)
Severance Pay (B)
(Note 2) (Note 3)
Title Name Consolidated Consolidated Consolidated
(Note 1)
Subsidiaries of Subsidiaries of Subsidiaries of
CAL CAL CAL
CAL CAL CAL
(Note 5) (Note 5) (Note 5)
President Hsieh, Su-Chien
(Note 10)

. Chang, Yu-Hern
President (Note 10)
Senior Vice Lo, Ya-Mei
President (Note 11)
Senior Vice .
President Kao, Shing-Hwang
Senior Vice Chang, Chih-Chieh
President (Note 12) 19,646 19,646 26,409 26,409 7,730 8,856
Senior Vice Huang, Chwen-Jiun
President &
Senior Vice Chang, Young
President (Note 13)
Senior Vice Yu, Chien-Pao
President (Note 14)
Senior Vice Tung, Hsiao-Hsing
President (Note 15)
Senior Vice Yang, Steve Chen
President (Note 16)

President and Senior Vice President Remuneration by Compensation Level

- Name of President and Senior Vice President
Range of Remuneration - —
CAL (Note 6) Consolidated Subsidiaries of CAL (Note 7)E
Lo, Ya-Mei; Chang, Chih-Chieh; Lo, Ya-Mei; Chang, Chih-Chieh;
Under NT$2,000,000 & &
Tung, Hsiao-Hsing Tung, Hsiao-Hsing
Hsieh, Su-Chien; Chang, Yu-Hern; Hsieh, Su-Chien; Chang, Yu-Hern;
NT$2,000,001 ~ NT$5,000,000 & 8
Huang, Chwen-Jiun; Chang, Young Huang, Chwen-Jiun; Chang, Young
NTS$5,000,001 ~ NT$10,000,000 Kao, Shing-Hwang Kao, Shing-Hwang
NT$10,000,001 ~ NT$15,000,000 Yu, Chien-Pao Yu, Chien-Pao
NTS$15,000,001 ~ NT$30,000,000 Yang, Steve Chen Yang, Steve Chen
Total 10 10
Note 1: President Hsieh, Su-Chien and President Chang, Yu-Hern also concurrently serve as directors. Their remuneration is listed above and also in

Note 2:
Note 3:

Note 4:

the Remuneration of Directors table.

Refers to president and senior vice president salary, additional compensation, and severance pay over the past year.

Refers to various bonuses, incentive pay, travel expenses, special disbursements, various allowances, living quarters, and company car
distributed to presidents and senior vice presidents over the past year. If provided with housing, a car or other transportation, or exclusive
personal expenses, the type and cost, rent (actual or fair market calculation), fuel cost, and other costs of the assets provided must be
disclosed. The above figures do not include remuneration paid to drivers, which totaled NT$4,636,000. As stipulated in IFRS 2, Share Based
Payments including obtaining employee stock options and employee restricted stock awards, and participation in a cash capital increase shall
be calculated as remuneration.

Refers to employee compensation (including stock or cash) approved for distribution by the Board to presidents and senior vice presidents
over the past year. Net income refers to net income (after tax) for the most recent year. For those already using IFRS, net income refers to net
income (after tax) reported on the individual financial statement for the most recent year. On January 17, 2017, the Company’s Board of

Directors approved the 2016 Employee Compensation Proposal.

* The remuneration content disclosed in the table is different than required under the Income Tax Act. The content is provided for information

disclosure, not tax purposes.
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Unit: NTS thousands December 31, 2016

Ratio of total compensation

Employees’ Compensation (D) )
(A+B+C+D) to net income (%)

Luey (Note 8) Compensation paid to the Presidents and
Consolidated Senior Vice Presidents from an Invested
CAL Subsidiaries of CAL Consolidated |Company Other Than the Company’s Subsidiary
(Note 5) CAL Subsidiaries of (Note 9)
Cash Stock Cash Stock CAL (Note 5)
283 0 283 0 9.46% 9.66% 225

Note 5: The total remuneration provided by the Company and subsidiaries to Company presidents and senior vice presidents is disclosed per
the consolidated financial statement.

Note 6: The remuneration distributed to each president and senior vice president is disclosed as a range and the names of the presidents and
senior vice presidents are disclosed by range of compensation received.

Note 7: The total remuneration provided by the Company and subsidiaries to presidents and senior vice presidents is disclosed per the
consolidated financial statement and names of the presidents and senior vice presidents are disclosed by range of compensation
received.

Note 8: Net income refers to net income (after tax) for the most recent year. For those already using IFRS, net income refers to net income
(after tax) reported on the individual financial statement for the most recent year. The Company’s 2016 individual financial statement
net income (after tax) totaled NT$571,540,000.

Note 9: This column represents compensation paid to presidents and senior vice presidents from an invested company other than a Company
subsidiary.

(1) Compensation paid to presidents and senior vice presidents from an invested company other than a Company subsidiary is included
in Column E (Consolidated Subsidiaries of CAL) of President and Senior Vice President Remuneration by Compensation Level Table.

(2) Compensation refers to pay, bonuses (including bonuses to employees, directors, or supervisors), or expenses paid in the execution
of business to Company presidents and senior vice presidents who serve as director, supervisor, or manager of an invested
company other than a Company subsidiary.

(3) Of the presidents and senior vice presidents, only Mr. Chang, Young, Mr. Yang, Steve Chen, and Mr. Yu, Chien-Pao received
compensation from an invested company other than the Company’s subsidiaries.

Note 10: Mr. Hsieh, Su-Chien assumed the position of President on June 24, 2016; Mr. Chang, Yu-Hern was dismissed from the position of

President on June 24, 2016.

Note 11: Ms. Lo, Ya-Mei assumed the position of Senior Vice President on June 24, 2016.

Note 12: Mr. Chang, Chih-Chieh assumed the position of Senior Vice President on August 11, 2016.

Note 13: Mr. Chang, Young assumed the position of Senior Vice President on June 24, 2016.

Note 14: Mr. Yu, Chien-Pao was dismissed from the position of Senior Vice President on February 24, 2016.

Note 15: Mr. Tung, Hsiao-Hsing was dismissed from the position of Senior Vice President on June 27, 2016.

Note 16: Mr. Yang, Steve Chen was dismissed from the position of Senior Vice President on August 9, 2016.
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Employees’ Compensation of the Management Team

Unit: NTS thousands Dec 31, 2016

. Employegs Employegs ) Ratio of Total Amount to Net
Title Name Compensation | Compensation in Total
R Income (%)
in Stocks Cash
. Hsieh, Su-Chien (Assumed Post
! 2,4 2,4 439

President On 06/24/2016) 0 ,450 ,450 0.43%
Senior Vice |Lo, Ya-Mei (Assumed Post On
President 06/24/2016)
Senior Vice .
President Kao, Shing-Hwang
Senior Vice . .
President Chang, Chih-Chieh
Senior Vice .
President Huang, Chwen-Jiun
Senior Vice  [Chang, Young (Assumed Post On
President 06/24/2016)
Auditor Chung, Chuar-Duan
General
Vice .
President Chen, I-Chieh
Vice Chen, I-Ko (Assumed Post On
President 03/01/2016)
Vice - .
President Lai, Ming-Hui
Vice Wang, Chen-Min (Assumed Post
President On 12/10/2016)
Vice
President Tsao, Jyh-Fen
Vice .
President Liu, Der-Chuan
Vice Peng, Long-Min (Assumed Post
President On 08/16/2016)
Vice Ku, Yueh-Han (Assumed Post On
President 08/16/2016)
Vice Wei, Yih-Jiun (Assumed Post On
President 08/16/2016)
Vice .
President Liu, Shyh-Hwa
Vice Chen, Shann-Juan (Assumed Post
President On 01/16/2016)
Vice Liu, Tsao-Yang (Assumed Post On
President 09/16/2016)
Vice .
President Chang, Ming-Way
Vice . .
President Lu, Shih-Ming
Vice
President Wang, Houng
Vice . .
President Sun, Jia-Min
Vice .
President Lee, Jung-Hui
Deputy
Auditor Fang, Juo-Ling
General
Assistant Vice|, . . .
President Lin, Ming-Hsiu
Assistant Vice . .
President Tsai, Chih Hung
Assistant Vice [Chou, Jyh-Shyan (Assumed Post
President On 09/22/2016)
Assistant Vice ||, wei-chih
President
Assistant Vice [Hong, Tsu-Kuang (Assumed Post
President On 06/01/2016)
Assistant Vice .
President Jeng, Jong-Shinn
Assistant Vice [Peng, Pao Chu (Assumed Post On
President 08/20/2016)
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Employees’
Compensation
in Stocks

Employees’
Compensation in
Cash

Total

Ratio of Total Amount to Net
Income (%)

Title Name
ﬁ::;si:ja;nntthe Kung, Yuan-Jau
Assistant Vice |Hsueh, Po-Wen (Assumed Post
President On 09/01/2016)
ﬁ:es;sizznntthe Lin, Hsiao-Feng
;:::;sizznnttie Lu, Shwu-Huoy
Assistant Vice |Yu, Yau (Assumed Post On
President 07/16/2016)
ﬁrszlssi:cjznntthe Yeah, Shao-Ting
ﬁ::lssizznntthe Chen, Jo-Ching
A55|§tant Vice Ho, Hui-Fen
President
ﬁ::;siZa;nnttie Huang, Tze-Chi
ﬁ::;si:cj:lnntthe Pan, Wen-Tsung
Assistant Vice |[Kao, Shu-Chuan (Assumed Post
President On 08/16/2016)
Assistant Vice |, pyan-shiuh
President
Assistant Vice |Chu, Te-Hsiu (Assumed Post On
President 09/16/2016)
Assistant Vice .
President Tung, Wei
Assistant Vice [Hsiao, Kuo Chih (Assumed Post
President On 01/01/2016)
Assistant Vice|, . . .
President Li, Chih-Wei
Assistant Vice |Chen, Wei-Tau (Dismissed On
President 01/06/2016)
Vice Liu, Yah-Chuan (Dismissed On
President 01/11/2016)
Vice Kuo, Hsin-Chang (Dismissed On
President 02/15/2016)
Assistant Vice |Tung, Da-Wei (Dismissed On
President 02/22/2016)
Vice Young, Ding-Hwai (Dismissed On
President 02/23/2016)
Senior Vice  |Yu, Chien-Pao (Dismissed On
President 02/29/2016)
Vice Yang, Tzu-Pao (Dismissed On
President 05/20/2016)
Assistant Vice |Chen, Ming-Hui (Dismissed On
President 05/31/2016)
Assistant Vice |Chung, Kang (Dismissed On
President 05/31/2016)
Assistant Vice |Chen, Chung-Ming (Dismissed On
President 06/06/2016)
Senior Vice  |Tung, Hsiao-Hsing (Dismissed On
President 06/27/2016)

. Chang, Yu-Hern (Dismissed On
President 06/24/2016)
Senior Vice  |Yang, Steve Chen (Dismissed On
President 08/09/2016)
Assistant Vice [Tseng, Yu-Ping (Dismissed On
President 08/15/2016)
Vice Tong, Huai-Ming (Dismissed On
President 08/16/2016)
Vice Cheng, Tien-Yuan (Dismissed On
President 08/16/2016)
Vice Chang, Cheng-Hao (Dismissed On
President 08/16/2016)
Vice Yu, Chih (Dismissed On
President 09/20/2016)
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" Employegs Emponefes . Ratio of Total Amount to Net
Title Name Compensation | Compensation in Total
R Income (%)
in Stocks Cash
Assistant Vice |Fang, Yuan-Hua (Dismissed On
President 09/26/2016)
Vice Huang, Ta-Fang (Dismissed On
President 12/21/2016)
Vice Chung, Ming-Jyh (Dismissed On
President 01/03/2017)
Assistant Vice |[Kuey, Kuo-Ching (Dismissed On
President 01/26/2017)
Assistant Vice [Teng, Shu Hua (Dismissed On
President 02/21/2017)
Vice Chung, Wan-Chun (Dismissed On
President 03/01/2017)
Assistant Vice |Yeh, Jin-Fu (Dismissed On
President 03/13/2017)
Assistant Vice |Wei, Shih-Kai (Dismissed On
President 03/21/2017)

Note 1: Individual names and titles are disclosed, but the distributed compensation is disclosed as a grand total.
Note 2: On January 17, 2017, the Company’s Board of Directors approved the 2016 Employee Compensation Proposal.
Note 3: The management team includes:

(1) Presidents and their equivalent

(2) Vice presidents and their equivalent

(3) Assistant vice presidents their the equivalent

(4) Chief financial officers

(5) Chief accounting officers

(6) Other persons authorized to manage affairs and sign documents on behalf of the Company

3.2.4 Comparison of Remuneration for Directors, Presidents, and Vice

Presidents in the Most Recent Two Fiscal Years and Remuneration Policy

for Directors, Presidents, and Vice Presidents

A. The ratio of total remuneration paid by the Company and by all companies included

in the consolidated financial statements for the two most recent fiscal years to
directors, presidents, and vice presidents of the Company, to their net income.

Title 2015 2016
CAL | Consolidated Subsidiaries of CAL| CAL | Consolidated Subsidiaries of CAL
Directors 0.44% 0.45% 7.14% 7.26%
Presidents and Senior |, .o 0.59% 9.46% 9.66%
Vice Presidents

B. The policies, standards, and portfolios for the payment of remuneration, the

procedures for determining remuneration, and the correlation with business
performance.

As stipulated in the Articles of Association, the Board of Directors is authorized to set the chairman’s
remuneration in accordance with the Company’s policies regarding manager compensation and
based on the extent of his or her participation in Company operations. The travel allowances and
remuneration of other directors are determined the Board in reference to the compensation levels
provided by related-industries and public companies. In accordance with Article 29 of the Company
Act, president and senior vice president remuneration is set by Board of Directors resolution based
on Company employee salary related regulations. Bonuses and employee compensation are
calculated based on the Company’s overall operating performance and the employee’s individual
performance achievement rate.
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3.3 Implementation of Corporate Governance

3.3.1 Board of Directors:

From January 1, 2016 through April 24, 2017, a total of nine meetings of the Board of Directors were held.
Director attendance is detailed below:

Juridical Person
. Name Attendance in Attendance Rate (%)
Title By Proxy Shareholder Remarks
(Note 1) Person (Note 2)
Represented
Newly appointed as juridical
China Aviation Y pP ! X
. person director representative on
Chairman Ho, Nuan-Hsuan 6 0 100% Development .
X 06/24/2016 and elected Chairman
Foundation
on the same day
China Aviation Newly appointed as juridical
Director Hsieh, Su-Chien 5 0 100% Development person director representative on
Foundation 07/06/2016
China Aviation Reappointed as juridical person
Director Charles C.Y., Chen 8 1 89% Development director representative on
Foundation 06/26/2015
China Aviation Reappointed as juridical person
Director Ting, Kwang-Hung 6 3 67% Development director representative on
Foundation 06/26/2015
China Aviation Newly appointed as juridical
Director Lee, Kuo- Fu 8 1 89% Development person director representative on
Foundation 07/13/2015
China Aviation Newly appointed as juridical
Director Cheng, Chuan-Yi 5 0 100% Development person director representative on
Foundation 07/26/2016
China Aviation Newly appointed as juridical
Director Chen, Han-Ming 5 0 100% Development person director representative on
Foundation 07/26/2016
China Aviation Newly appointed as juridical
Director Jong, Jia-shi 5 0 100% Development person director representative on
Foundation 08/09/2016
National Reappointed as juridical person
Director Lin, Su-Ming 9 0 100% Development Fund, |[director representative on
Executive Yuan 06/26/2015
Chunghwa Tel Reappointed as juridical person
unghwa Telecom
Director Huang, Hsiu-Gu 8 1 89% o Lfd director representative on
v 06/26/2015
Independent ch Lo-Mi 9 0 100% Reappointed as independent
ung, Lo-Min - )
Director & ° director on 06/26/2015
Independent Luo. Hsiao-Hsien 5 0 100% Reappointed as independent
Director ! ’ director on 06/26/2015
Independent Ting. Tin-y 9 0 100% Newly appointed as independent
ing, Tin-Yu -
Director & i director on 06/26/2015
Reappointed as juridical person
China Aviation d'rer::)or re resejntat' e opn
I (\
Chairman Sun, Huang-Hsiang 3 0 100% Development P o
X 06/26/2015 and dismissed on
Foundation
06/24/2016
Appointed as juridical person
China Aviation de ¢ ! tati P
irector representative on
Director Chang, Yu-Hern 3 1 75% Development P o
X 104/07/20 and dismissed on
Foundation
07/06/2016
Reappointed as juridical person
China Aviation di p:) ! tati P
irector representative on
Director Lee, Cho-Ping 4 0 100% Development P o
X 06/26/2015 and dismissed on
Foundation
07/26/2016
Reappointed as juridical person
China Aviation di ptp ! tati P
irector representative on
Director Lai, Ching-Chyi 4 0 100% Development P o
) 06/26/2015 and dismissed on
Foundation
07/26/2016
China Aviation Reappointed as juridical person
Director Ko, Tso-Liang 4 0 100% Development director representative on
Foundation 06/26/2015 and dismissed on
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Other mentionable items:
1. In the operation of the Board of Directors, should one of the below situations occur, the Board Meeting date, session, content of the resolution, opinions of all
independent directors, and the Company’s response to said opinions shall be properly recorded:

(1) Matters listed in Article 14-3 of the Securities and Exchange Act.

Any Independent Director
Meeting Dates Resolution Had a Dissenting Opinion or

Qualified Opinion

. th . Proposal to lift non-compete restrictions on Director Chang,
5th meeting of the 20" Board session held on

March 25, 2016

Yu-Hern

Issuance of 2016 domestic unsecured corporate bonds

Proposal to lift concurrent position non-compete restrictions on
Chairman Ho, Nuan-Hsuan

Proposal to lift concurrent position non-compete restrictions on
Director Hsieh, Su-Chien

7th meeting of the 20" Board session held on Proposal to lift concurrent position non-compete restrictions on
August 11, 2016 Senior Vice President Chang, Young

Proposal to lift concurrent position non-compete restrictions on
Senior Vice President Lo, Ya-Mei

Proposal to lift concurrent position non-compete restrictions on
Senior Vice President Chang, Chih-Chieh

Two 737-800 Passenger Airliner (B-18608/B-18607) Sales

8th meeting of the 20™ Board session held Proposal 2016

None

November 10, 2016 Proposal to lift concurrent position non-compete restrictions on

Senior Vice President Chang, Young

3rd extraordinary meeting of the 20" Board
Tigerair Taiwan Equity Transaction Proposal
session held on December 14, 2016

9th meeting of the 20" Board session held on

Financial Division Vice President Position Change Proposal
January 17, 2017

) h ) Issuance of domestic unsecured straight bond 2017
10th meeting of the 20" Board session held on

Revision to the Procedures Governing the Acquisition and
March 30, 2017

Disposal of Assets

(2) Other matters up for decision by the Board not listed in Article 14-3 of the Securities and Exchange Act, but that were opposed by independent directors or

about which said directors have reservations and their opinion has been recorded or submitted in a written statement: None.
2. Should a director recuse him or herself from a decision about which he or she has a conflict of interest, the name of the director, contents of the resolution,

reasons for recusal, and the results of the vote should be noted:

(1) 4th meeting of the 20™ Board session held on January 15, 2016: Chairman and Manager 2015 Annual Bonus; Bonus and 2016 Salary Adjustment Proposal:
Chairman Sun, Huang-Hsiang and Director Chang, Yu-Hern recused themselves.
Provisional Motion: Directors Ko, Tso-Liang and Lee, Kuo- Fu suggested the Company distribute incentive bonuses to improve employee morale and create
more harmonious relations between labor and management. After their proposal, Directors Ko, Tso-Liang and Lee, Kuo- Fu refrained from discussions on
the subject and abstained from voting on the proposal.

(2) 5th meeting of the 20" Board session held on March 25, 2016: Proposal to lift non-compete restrictions on Director Chang, Yu-Hern: Director Chang,
Yu-Hern recused himself as required by law.

(3) 2nd extraordinary meeting of the 20" Board session held on June 24, 2016: Senior Vice President Position Adjustment Proposal: Senior Vice President
Tung, Hsiao-Hsing recused himself.

(4) 7th meeting of the 20" Board session held on August 11, 2016:
Senior Manager Remuneration Adjustment Proposal: Chairman, president, and all senior vice presidents recused themselves.
Chairman Ho, Nuan-Hsuan Remuneration Proposal: Chairman, president, and all senior vice presidents recused themselves.
Proposal to lift concurrent position non-compete restrictions on Chairman Ho, Nuan-Hsuan: Chairman,president, and all senior vice presidents recused
themselves.
President Hsieh, Su-Chien Remuneration Proposal: President and all senior vice presidents recused themselves.
Proposal to lift concurrent position non-compete restrictions on Director Hsieh, Su-Chien: President and all senior vice presidents recused themselves.
Senior Vice President Chang, Young Remuneration Proposal: Senior Vice President Chang, Young recused himself.
Proposal to lift concurrent position non-compete restrictions on Senior Vice President Chang, Young: Senior Vice President Chang, Young recused himself.
Senior Vice President Lo, Ya-Mei Remuneration Proposal: Senior Vice President Lo, Ya-Mei recused herself.
Proposal to lift concurrent position non-compete restrictions on Senior Vice President Lo, Ya-Mei: Senior Vice President Lo, Ya-Mei recused herself.
Senior Vice President Appointment Proposal: Vice President Chang, Chih-Chieh recused himself.

Proposal to lift concurrent position non-compete restrictions on Senior Vice President Chang, Chih-Chieh: Senior Vice President Chang, Chih-Chieh recused
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(2) Other matters up for decision by the Board not listed in Article 14-5 of the Securities and Exchange Act that were not passed by the Audit Committee
but approved by a two-thirds majority of the entire Board: None.
2. In situations where independent directors recuse themselves due to conflict of interest, the independent director's name, content of the resolution,
reason for recusal, and his or her voting participation should be properly recorded: None.
3. Communication between independent directors and internal audit managers and auditors (regarding issues such as Company financial and operational
status, procedures, and results):

(1) Internal audit managers provide Audit Committee members with regular updates on audit report results and report additional findings during the
quarterly Audit Committee Meeting. If a special situation should arise, internal audit managers shall immediately report to the Audit Committee.
Independent directors freely offer opinions and communicate with the management team to reach a consensus, then dutifully record and implement.
From the year 2016 through the publication of this report, the Company’s Audit Committee and internal audit managers maintain free and frequent
communication.

(2) The company retains CPAs who report the results of their financial statement audit to the Audit Committee during the quarterly meeting and discuss
any additional matters as required by law. If a special situation should arise, CPAs shall immediately report to the Audit Committee. The Company’s
Audit Committee and CPAs maintain strong communication.

(3) Resolutions approved by the Audit Committee and relevant content:

* 3rd Audit Committee Meeting of the 20th Board Session held on March 25, 2016:
2015 Annual Operations Report and Financial Statements; 2015 Earnings Distribution; 2016 Appointment and Remuneration for Certified Public
Accountants; 2015 Internal Control System Statement: The above proposals were approved by all committee members in attendance and submitted
to the Board.

* 4th Audit Committee Meeting of the 20th Board Session held on May 12, 2016:
Deloitte & Touche CPA Replacement Proposal: Approved by all committee members in attendance and submitted to the Board.

* 5th Audit Committee Meeting of the 20th Board Session held on August 11, 2016:
Consolidated Financial Statement for the Second quarter of 2016 (including the first half of the year): Approved by all committee members in
attendance and submitted to the Board.

* 6th Audit Committee Meeting of the 20th Board Session held on November 10, 2016:
2017 Audit Plan; Two 737-800 Passenger Airliner (B-18608/B-18607) Sales Proposal 2016: Approved by all committee members in attendance and
submitted to the Board.

¢ 1st Audit Committee Extraordinary Meeting of the 20th Board Session held on December 13, 2016:
Tigerair Taiwan Equity Transaction Proposal: Approved by all committee members in attendance and submitted to the Board.

¢ 2nd Audit Committee Extraordinary Meeting of the 20th Board Session held on January 17, 2017:
Financial Division Vice President Position Change Proposal: Approved by all committee members in attendance and submitted to the Board.

* 7th Audit Committee Meeting of the 20th Board Session held on March 30, 2017:
2016 Annual Operations Report and Financial Statements; 2016 Deficit Compensation Proposal; 2017 Appointment and Remuneration for Certified
Public Accountants; Revision to the Procedures Governing the Acquisition and Disposal of Assets; 737-800 Passenger Airliner (B-186067) Sales
Proposal; 2016 Internal Control System Statement: The above proposals were approved by all committee members in attendance and submitted to

the Board.

3.3.3 Risk Committee:

The Risk Committee convened six meetings from January 1, 2016 through April 24, 2017. Committee member
attendance is detailed below:

Title Name Attendance in Person By Proxy Attendance Rate (%) Remarks
Chairman Luo, Hsiao-Hsien 6 0 100% Assumed post on May 6, 2014
Member Ting, Kwang-Hung 6 0 100% Assumed post on May 6, 2014
Member Charles C.Y. ,Chen 2 1 67% Assumed post on August 11, 2016
Member Huang, Hsiu-Gu 6 0 100% Assumed post on May 6, 2014
Member Lin, Su-Ming 6 0 100% Assumed post on May 6, 2014
Member Lee, Cho-Ping 2 1 67% Dismissed on July 26, 2016
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3.3.4 Corporate Governance Implementation Status and Deviations from “the

Corporate Governance Best-Practice Principles for TWSE/TPEXx Listed

Companies”

Evaluation Item

Implementation Status

Yes

No

Brief Explanation

Deviations

from “the

Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX

Listed

Companies”
and Reasons

1. Did the Company establish its Corporate
Governance Best Practice Principles in
accordance with Corporate Governance
Best-Practice Principles for TWSE/TPEx
Listed Companies and disclose those
Principles?

The China Airlines Co., Ltd. Corporate Governance Best Practice Principles were
established in accordance with the Corporate Governance Best-Practice Principles for
TWSE/TPEXx Listed Companies. The Principles were passed during the 6th meeting of the
19th Board session held on March 29, 2013 and disclosed on the TWSE Market
Observation Post System.

No Difference

2. Company ownership structure and
shareholder rights
(1) Did the Company establish internal
operational procedures for dealing
with shareholder suggestions,
questions, disputes, and lawsuits and
put these procedures into practice?

Does China Airlines keep maintain a
list of the major Company
shareholders and the ultimate
owners of these shareholders?

Did China Airlines establish and
implement risk control mechanisms
and firewalls at the Company and
affiliated enterprises?

@3)

(4) Did the Company establish internal
standards to prevent insider trading

on undisclosed information?

(1) To better implement corporate governance, CAL established the Regulations
Governing Investor Relations, which set up fixed procedures to handle investor
suggestions and concerns to ensure open communication channels between the
Company and investors and the quality of information disclosure.

(2) The China Aviation Development Foundation is China Airlines’ largest shareholder
and maintains full communication and contact with the Company.

(3) The Company has established Operational Procedures for
Endorsements/Guarantees, Operational Procedures for Lending Funds to Others, and
Regulations Governing Management of Invested Enterprises. All capital loans and
funding, endorsements/guarantees, and operational supervision and management of
Company subsidiaries shall proceed in accordance with these procedures and
regulations. Audit units perform quarterly audits of Company
endorsements/guarantees and capital loans/funding, which are provided to
management and independent directors. The Corporate Development Office is
responsible for overseeing implementation at invested enterprises and should any
faults be discovered, an improvement deadline is set and the progress is tracked.

(4) The Company established the Directors Code of Conduct, Procedures for Handling
Material Inside Information, and High-Level Manager Code of Conduct to specify
insider trading prevention and processing of secret stock trading and operating
information as required of employees by law. Those with undisclosed material inside
information are prohibited from engaging in securities trading.

No Difference

No Difference

No Difference

No Difference

3. Structure and responsibilities of the Board
of Directors
(1) Has the Company established policies
calling for diversity among members
of the Board of Directors and put said
policies into practice?

In addition to the establishment of
the Remuneration Committee and
Audit Committee as required by law,
did the Company establish
committees with other functions of
its own accord?

()

(3) Has the Company established
performance evaluation guidelines
and evaluation methods for the
Board of Directors and does it
evaluate its performance regularly
each year?

(4) Does the Company periodically
assess the independence of external
CPAs?

(1) Members of the Company’s Board of Directors generally have the necessary
expertise, experience, and character to perform their duties. Their backgrounds
include aviation, sea cargo, transportation, finance and accounting, insurance,
telecommunications, academia, construction, public utilities, and international trade.
In addition they have an international viewpoint, decision-making leadership, and
crisis management capabilities.

(2) In addition to establishing the Audit and Remuneration Committees as required by
law, we also set up the Risk Committee, which is convened as outlined in the
organization charter approved by the Board of Directors. The Committee is
accountable to the Board of Directors and examines and discusses relevant issues
and brings conclusions and suggestions to the Board for resolution. Results have
been quite successful.

(3) The Company’s Board comprises ten juridical person shareholder representatives and
three independent directors. Of these, the 10 juridical person shareholder
representatives are assessed as determined by the juridical person shareholders,
while the responsibilities of the three independent directors shall be faithfully
fulfilled in accordance with the powers conferred by law.

(4) The Company’s Audit Committee and Board of Directors, as stipulated in Article 29 of
the Corporate Governance Best-Practice Principles for TWSE/TPEx Listed Companies,
assess the independence and suitability of auditors on a yearly basis. Important
requirements are as follows:

1. Issued an accountant independence declaration.
. Not served as Company director or manager.
. Not a shareholder in the Company and has never been on the payroll.

2
3
4. The accounting firm for which they work is not a Company affiliated enterprise.
5. Has not provided any non-auditing services to the Company that could affect

No Difference

No Difference

No Difference

No Difference
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Implementation Status Deviations

from “the
Corporate
Governance
Evaluation Item . Be.st—.Pract|ce
Yes | No Brief Explanation Principles for
TWSE/TPEx
Listed
Companies”
and Reasons
complete independence.
After evaluation, Accountants Yang, Chen-Hsiu and Chen, Li-Chi of Deloitte &
Touche, were found to meet the above independence standards and qualified to
serve as the Company CPAs.
4. Has the Company set up a full- (or part-) v The Secretarial Office of the Board of Director is responsible for holding Board of No Difference
time corporate governance unit or Directors meetings and assisting in related affairs, including furnishing information
personnel to be in charge of corporate required for business decisions by Directors, handling matters relating to Board
governance affairs (this may include but is meetings, Committees meetings and recording minutes of relevant meetings, etc.; the
not limited to furnishing directors and Finance Div. is responsible for handling matters relating to Shareholders meeting; the
supervisors information required for Administration Div. is responsible for handling corporate registration and amendment
business execution, handling matters registration.
relating to board meetings and
shareholders meetings according to laws,
handling corporate registration and
amendment registration, and producing
minutes of board meetings and
shareholders’ meetings)?
5. Has the Company established v The China Airlines website features a Stakeholder Contact section No Difference
communication channels with (https://www.china-airlines.com/tw/en/about-us/stakeholder) that lists the available
stakeholders (including but not limited to communication channels for each of the Company’s stakeholders and where they can
shareholders, employees, customers, and reach the appropriate staff who can provide the required response.
suppliers) and set up an area dedicated to
stakeholders on the Company website?
Does the Company respond appropriately
to corporate social responsibility issues
that stakeholders consider important?
6. Has the Company appointed a v The Company’s professional services organization is CTBC Bank, which has been No Difference
professional shareholder services agent to appointed to handle shareholder meeting matters.
handle shareholders meeting matters?
7. Information disclosure
(1) Has the Company established a v (1) Dedicated units within the Company provide information to be disclosed on the No Difference
public website to disclose financial, China Airlines corporate website (http://www.china-airlines.com) regarding
operational, and corporate marketing, operations, finance, administration, aircraft operations, human
governance information? resources, training, Shareholders’ Meeting, and the annual report, prospectus, and
any material information. Through this easily available information, consumers,
suppliers, and investors can better understand China Airlines operations.
(2) Has the Company adopted other v (2) The Company has set up an English version of our corporate website, designated ~ |No Difference
methods of information disclosure specialists responsible for gathering and disclosing Company information and set up
(e.g., setting up an English website, a spokesperson system overseen by a dedicated unit (Corporate Communication
designating a specialist responsible Office) responsible for releasing information through press releases, media
for gathering and disclosing Company interviews, and press conferences.
information, setting up a
spokesperson system, uploading
recordings of investor conferences
onto the Company website)?
8. Does China Airlines have other important | v/ (1) To educate employees regarding the Company’s management activities and No Difference

information to facilitate better
understanding of the Company's
corporate governance practices
(including, but not limited to employee
rights, employee care, investor relations,
supplier relations, stakeholder rights,
director and supervisor training regimes,
risk management policies, and risk
measurement standards as well as the
implementation of client policies and the
Company's purchase of liability insurance
for its directors and supervisors)?

decision-making objectives, while ensuring they can receive information and express
their opinions , the Company has implemented the three below areas:

1. Information:
Regularly share the latest business news and decision-making developments on
the internal CAL website and send important information by email to all
employees.
Establish the WECARE Mailbox, Employee Suggestion Mailbox, and Team+ instant
communication platform to provide employees with several direct channels of
communication to express their opinions or lodge complaints.

N

. Organization:

Depending on the scope and attributes of each Company unit, we have
established employee care departments or positions that are responsible for
maintaining open communication channels and the overall management of
related issues.

w

. Systems:
Regularly hold labor-management meetings and supervisor and staff
communication meetings, employee welfare committee meetings, and a variety of
union and employee representative meetings during which the Company can
disclose information regarding corporate governance operations and resolutions
that fully respect the rights and opinions of employees.

(2) Beginning in 2016, in addition to arranging risk management training courses for
directors, the Secretarial Office of the Board of Directors regularly schedules
related classes, lectures, and seminars as part of director continued education
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Implementation Status

Evaluation Item

No

Brief Explanation

Deviations

from “the

Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX

Listed

Companies”
and Reasons

(including topics such as professional ethics, code of conduct, securities laws and
regulations, accounting, finance, corporate governance, risk management, internal
controls, and internal auditing) available to both directors and managers.

(3) The Company’s Internal Control System covers all operational activities. Transactions

are divided into 10 categories on the internal control cycle to properly implement
internal auditing and strengthen supervision and management.

(4) Internal and external Company risk factors change as management activities and

socioeconomic factors change and our business plan and budget are revised
accordingly. Internal and external factors at each operating level change as each
level’s management activities and organizational structures change. Through
communication and proper adjustments and training regarding the Company’s
organizational structure and responsibilities, negative factors can be eliminated and
the Company can effectively respond to changes and immediately implement
suitable measures to protect the interests of the Company.

(5) Customer opinions serve as the Company’s core consideration. In order to

strengthen customer service, we has established the Optimized Services Working
Group directly under the Chairman. Through establishing a service strategy and
procedure that exceeds our customers’ expectations and coordinates
interdepartmental communication, we work to develop service improvement
strategies to comprehensively upgrade China Airlines’ service quality.

(6) The Company has purchased liability insurance for the entire Board of Directors to

reduce and disperse the risk to directors should a mistake or negligent behavior
result in Company liabilities.

Corporate Governance Center:

9. Please explain improvements that have been made in response to the results of the Corporate Governance Evaluation issued by the Taiwan Stock Exchange

Communication between independent directors and internal audit managers and auditors (including method of communication, matter, and result) has been
disclosed on the Company website and an investor relations contact window has been set up for investor communications. Beginning in 2017, ethical corporate
management units within the Company will provide an annual report to the Board of Directors and discuss their progress of implementation on the Company
website. An English version of the Annual Report will also be uploaded seven days prior to the Shareholders’ General Meeting.
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3.3.5 Composition, Responsibilities and Operations of the Remuneration

Committee

The objective of the Remuneration Committee is to assist the Board to implement and assess the
Company’s overall compensation and benefits policy and director and manager remuneration.

A. Professional Qualifications and Independence Analysis of Remuneration Committee

Members
Meets One of the Following Professional Qualification Numbe
Requirements, Together with at Least Five Years’ Work Independence Criteria (Note 2) r of
Experience Other
R . Public
An instructor or A judge, public Compa
higher position AESEEIeN, Has work nies in
Criteria | in a department ;ttgl(neAy, Certitfie? experience Which
ublic Accountant, ;
o foance, | orother | g hearess Indiid
Title accounting, or P > AR commerce, ual is
(Note 1) other academic technical specialist law, finance Concur R
department who has passed a or ’ ’ rently
related to the giet\ir?]?:;tion and accounting, ! 2 3 4 > 6 / 8 Serving
vame)| | Sincsrests | nawrdeda | oroienie =
clie : MPany | certificate in a ry !
in a public or ? the business eration
private junior profession of the Commi
college, college necessary for the Company ttee
or univ,ersit BETESS 6 e Memb
4 Company -
Indepen Luo,
dent Hsiao-H v - v ViV iv|IvIvIVv|IVvIVv 0 -
Director sien
Indepen T
ing,
dent o v - v viviviviv|v]iv|v] o -
in-Yu
Director
He,
Other Jyun-Hu v - v VIivVvIiv|IVvIVvIVv|IVvI|Vv 0 -
ei

Note 1: Please tick the corresponding boxes that apply to a member during the two years prior to being elected or during their term(s) in office.

1. Not an employee of the Company or any of its affiliates.

2. Not a director or supervisor of affiliated companies. Not applicable in cases where the person is an independent director of the parent
company, or any subsidiary in which the Company holds, directly or indirectly, more than 50% of the voting shares.

3. Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by the
person under others’ names, in an aggregate amount of 1% or more of the total number of outstanding shares of the Company, or
ranking in the top 10 in holdings.

4. Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of the persons in the
preceding three sub-paragraphs.

5. Not a director, supervisor, or employee of a corporate shareholder who directly holds 5% or more of the total number of outstanding
shares of the Company, or who holds shares ranking in the top five holdings.

6. Not a director, supervisor, officer, or shareholder holding 5% or more of the shares of a specified company or institution which has a
financial or business relationship with the Company.

7. Not a professional individual, who is an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company, or
institution that provides commercial, legal, financial, accounting services or consultation to the Company or to any affiliate of the
Company, or a spouse thereof.

8. Not a person of any conditions defined in Article 30 of the Company Law.

Note 2: The Remuneration Committee is composed of four members. For the Remuneration Committee Charter, please refer to the Company
website: http://www.china-airlines.com.
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B. Attendance of Members at Remuneration Committee Meetings

The Remuneration Committee convened six meetings over the past year (from January 1, 2016 through
April 24, 2017). Committee member attendance is detailed below:

Title

Attendance in

Name By Proxy | Attendance Rate (%) Remarks
Person
Chairman Luo, Hsiao-Hsien 6 0 100% Assumed post on July 24, 2015.
Assumed post on July 24, 2015 and was represented
Member Ting, Tin-Yu 5 1 83% by Luo, Hsiao-Hsien during the March 11, 2016
meeting.
Assumed post on July 24, 2015 and resigned on July
Member Cao, Shou-Min 3 0 100%
1, 2016.
Member He, Jyun-Huei 6 0 100% Assumed post on July 24, 2015.

Other mentionable items:

1. If the Board of Directors declines to adopt or modifies a recommendation of the Remuneration Committee, the date of the meeting, session,
content of the motion, resolution by the Board of Directors, and the Company’s response to the Remuneration Committee’s opinion (e.g., the
remuneration passed by the Board of Directors exceeds the recommendation of the remuneration committee, the circumstances and cause for the
difference shall be specified) shall be recorded: None.

2. Resolutions of the Remuneration Committee objected to by members or subject to a qualified opinion and recorded or declared in writing, the date

of the meeting, session, content of the motion, all members’ opinions and the response to members’ opinion should be specified: None.
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3.3.6 Corporate Social Responsibility

Evaluation Item

Implementation Status

Deviations
from “the
Corporate
Social
Responsibility
Best-Practice

Yes | No Brief Explanation o
Principles for
TWSE/TPEX
Listed
Companies”
and Reasons
1. Corporate governance implementation
(1) Has the Company established corporate| v/ (1) CAL’s six CSR missions are: No Difference
social responsibility policies or a CSR 1. Satisfy shareholders with our integrity.
system and reviewed the effectiveness 2. Move customers with our enthusiasm.
of implementation? 3. Support partners with our actions.
4. Protect our Earth through sustainability.
5. Nurture employees with our care.
6. Give back to society through culture.
To codify the Company’s CSR implementation, the Corporate Social
Responsibility and Sustainable Development Code of Practice was approved
during the 6th meeting of the 20™ session of the Board of Directors held on May
12, 2016, which will serve as our guiding principles to meet our corporate social
responsibilities.
(2) Does the Company regularly hold CSR v (2) China Airlines holds annual sustainable development training courses and No Difference
training? high-level management seminars to educate colleagues on sustainable
development concepts.
(3) Has the Company designated full- (or| v/ (3) CAL established our highest-tier corporate sustainability organization, the No Difference
part-) time personnel to implement Corporate Sustainability Committee, with China Airlines’ President directly
corporate social responsibility policy supervising and managing its operations. The Corporate Development Office
with senior management authorized by serves as the executive secretary of the Committee helping to promote
the Board of Directors to manage them, sustainability operations and reports quarterly to the Board of Directors regarding
and do they give status reports to the related initiatives.
Board of Directors?
(4) Has the Company established v (4) The Company’s Human Resource Manual clearly stipulates a code of practice for | No Difference
reasonable remuneration policies and related operations including performance evaluations, rewards and penalties, and
integrated the employee performance remuneration.
evaluation system and CSR policies, and
established a clear and effective
incentive and discipline system?
2. Sustainable environmental development
(1) Has the Company endeavored to make| v/ (1) Through establishing corporate environmental and energy management systems| No Difference
more efficient use of resources and use and continuing to improve related operations, China Airlines endeavors to
renewable materials that have a lower increase the benefits of our overall operations on the environment. Each year, we
impact on the environment? set KPI for a variety of important areas such as energy usage, waste management,
and environmental services. Through quarterly meetings of the Environmental
Management Committee convened by the President, performance is reviewed
and improvements are evaluated. The Company has implemented resource
management based on the principle of the 3 R’s (Reduce, Reuse, Recycle) and
purchasing decisions now take into account if goods include recycled materials.
The policy highlights are as follows:
1. The CAL Park Headquarters houses a rain reclamation facility that captures
rainwater for use in building toilets.
2. Reclaimed water from the maintenance facility (water treated by the
wastewater treatment plant and approved for reuse) is used for washing
vehicles, in fountains, and watering the landscaping.
3. The Cargo Sales, Service, and Marketing Division procures mixed material
rain-resistant plastic sheeting (recycled material) that has a smaller
environmental impact than 100% new plastic material sheeting.
4. In-flight service related items are produced with recycled materials such as rice
husk chopsticks and headrest covers made of coffee grounds.
5. Magazines and important printed materials (such as calendars and menus) are
printed on recycled or FSC-certified paper.
(2) Has China Airlines established an v (2) In 2012, the Company began taking a systematic approach to risk management No Difference
environmental management system that and launched phased implementation of the 1ISO14001 Environmental
is specifically designed with the Management System and 1SO 50001 Energy Management System. Added to ISO
Company's operations in mind? 14064-1 Greenhouse Gasses (GSG) Management System already being
implemented, these systems enable China Airlines to achieve our goal of a
comprehensive, effective environmental and energy management mechanism.
(3) Does the Company pay close attention v (3) Beginning in 2008, the Company began actively implementing the ISO 14064-1 No Difference

to the potential impacts of climate
change on operations, has it undertaken
an examination of greenhouse gas

GHG Management System and launched an inventory for all greenhouse gas
emissions caused by our operations, which is verified by a third-party. In addition,
in 2011 in order to keep up with international trends, we actively established a
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Evaluation Item

Implementation Status

Deviations
from “the
Corporate
Social
Responsibility
Best-Practice

Yes | No Brief Explanation L
Principles for
TWSE/TPEx
Listed
Companies”
and Reasons
emissions, and has it established a carbon risk management system and began participating in the Carbon Disclosure
carbon and greenhouse gas reduction Project (CDP). In October 2014, we announced a voluntary GHG reduction goal.
strategy? Prior to the International Civil Aviation Organization’s announcement of a global
carbon management scheme, the Company had already begun actively promoting
self-management of carbon. In 2009, we signed on to IATA’s three phased
environmental goals, which include average annual fuel use efficiency increases
of 1.5% through 2020, Carbon Neutral Growth by 2020 (CNG2020), and a 50%
reduction in emissions by 2050 compared to 2005 figures. Our actions will help to
spur the strategic goals and overall value of Taiwanese civil aviation GHG
emissions reductions.
3. Social welfare
(1) Has the Company established v (1) To ensure the health of our management mechanisms and organizational No Difference
management policies and procedures in capacities, the Company drew up an Employee Code of Conduct and Employee
accordance with relevant laws and Work Guidelines in accordance with R.0.C. labor laws and international labor
regulations and international human conventions.
rights conventions?
(2) Does the Company have an employee v (2) To protect the rights and interests of employees and maintain good relations No Difference
complaint mechanism and channels and between management and labor, the Company established internal rules such as
does it take care of said complaints the Regulations Governing Employee Complaints and Regulations Governing
appropriately? Employee Safety Report Incentives. In addition, we have provided the Chairman
and President email addresses and other complaint mechanisms to the entire
workforce and all complaints received are handled according to these operating
procedures.
(3) Does the Company provide employees v (3) 1.CAL regularly holds health and safety inspections to identify and eliminate| No Difference
with a safe and healthy work hazards. There were 100 inspections held in 2016 that identified 64 faults, of
environment and regularly implement which 64 were improved for an improvement rate of 100%.
health and safety education programs 2.Utilizing the CAL Aviation Quality Database (AQD) integrated safety management
for employees? system, we can discover hidden hazards in the operating environment and
implement risk assessments to reduce the incidence of workplace accidents. In
2016, there were 97 AQD-related health and safety cases and all 97 have been
improved and the cases closed, for a 100% improvement rate.
3.Because of the high incidence of major traffic accidents in Taiwan, random
checks are performed on leased CAL transportation vehicles to ensure employee
safety.
4.To provide employees with safe, nutritious meals in the employee cafeteria,
regular checks are made to ensure a hygienic environment and food quality.
5. Perform health and safety training
(1) General health and safety training (implemented in coordination with “CAL
and me”)
(2) New manager health and safety e-learning training.
(3) Defensive driving training (e-learning).
(4) Has the Company established a 4 (4) In addition to quarterly high-level manager/employee communication meetings, | No Difference
mechanism enabling periodic monthly labor-management meetings, and labor-management negotiations as
communication with employees and a needed, CAL provides employees and management with channels to communicate
reasonable method of informing important operating information and exchange ideas to create a positive
employees of those operational changes consensus.
that could significantly affect their
work?
(5) Has the Company established an v (5) In order to nurture company talent, CAL’s training units hold an annual training No Difference
effective career skill development program that includes strategic skills training, management skills training, and
training program for employees? on-the-job training to give employees essential skills to execute their work while
improving service quality and ensuring flight safety.
(6) Has the Company established policies v (6) 1.In our drive to protect customer personal information, CAL has established No Difference
regarding R&D, procurement, Privacy and Personal Information Protection Mechanisms and disclosed them
production, operations, and service on our website.
processes and complaint procedures to 4 2.CAL provides consumers with several channels to lodge complaints regarding our
safeguard the rights of customers? products or services, which include in-flight surveys, CAL website, service No Difference
hotlines at various subsidiaries, or customers can directly contact us by mail.
The customer will be contacted after the complaint is processed.
(7) Does the Company's product and service| v/ (7) CAL's services and products meet the rules and regulations of all relevant nations. | No Difference

marketing and labeling adhere to
relevant laws and regulations and
international standards?

In order to provide passengers with better online services and an improved user
experience, in 2015 the China Airlines website was redesigned to meet US DOT
airline website accessibility standards and WCAG AA certifications. Users with
disabilities can utilize alternative options to access website content making the
experience more user friendly and convenient.
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Implementation Status Deviations

from “the
Corporate
Social
Responsibility
Evaluation Item Best-Practice

Yes | No Brief Explanation L
Principles for

TWSE/TPEX
Listed
Companies”
and Reasons

(8) Prior to entering a business relationship| v (8) Potential CAL suppliers must issue a “tender declaration” prior to submitting a No Difference
with a supplier, does the Company first tender. CAL requires that suppliers meet conflict of interest avoidance principles,
determine whether or not the supplier anti-bribery regulations, and supplier integrity standards, while at the same time
has any record of negatively impacting following all local laws. CAL carefully assesses suppliers’ impact on the
society or the environment? environment and society and their image, including their reputation and any

record of previous illegal activities.

(9) Do the Company's contracts with its v (9) The Company developed the China Airlines Supplier Code of Conduct clearly No Difference
major suppliers include provisions for stating that the code shall be signed and followed. Topics covered include legal
terminating the agreement at any time and regulatory compliance, human rights and labor standards, occupational health
in the event that the suppliers are and safety, environmental protection, fair trade and ethics, quality and safety, and
involved in any activities that violate cyber security. Should a supplier violate the code, China Airlines shall terminate
Company CSR policies and that the business relationship. In addition, in 2016 CAL was chosen as a constituent
significantly adversely impact the stock of the DJSI Emerging Markets Index and our supply chain management score
environment or society? was the highest in the industry.

4. Strengthening information disclosure

(1) Does the Company disclose on its v (1) The China Airlines website features a dedicated CSR section to highlight our No Difference
website and TWSE Market Observation related programs and we have disclosed our “CSR Report/Sustainability Report”
Post System relevant and reliable and “GHG Emissions and Reduction Information” on the Taiwan Stock Exchange
information about Company CSR? Market Observation Post System.

5. If the Company has drawn up a code for CSR based on the Corporate Social Responsibility Best-Practice Principles for TWSE/TPEx Listed Companies please

describe any differences between said code and the Best Practice Principles:
In order to comprehensively implement CSR, China Airlines has established the Corporate Social Responsibility and Sustainable Development Code of Practice
based on the Corporate Social Responsibility Best-Practice Principles for TWSE/TPEx Listed Companies. The Code of Practice was approved during the 6th
meeting of the 20" session of the Board of Directors held on May 12, 2016 and comprehensively reviews the Company’s operating structure and provides
feedback regarding management and execution. From the broad categories of environmental, social, and governance perspectives, CAL is committed to fulfilling
our corporate social responsibility. Over the past year, there were no differences between the CAL Code of Practice and TWSE/TPEx best-practice principles.

6. Other important information for facilitating the understanding of CSR and its implementation:

(1) Environmental protection: We actively participate in carbon reduction and energy conservation while continuing to improve fuel efficiency. Starting in 2015,
the next generation, environmentally-friendly, fuel efficient Boeing 777-300 ER and Airbus A350-900 passenger aircraft began joining the fleet. With 20% and
higher reductions in carbon emissions, the planes meet both service efficiency and environmental demands.

(2) Social welfare: CAL has long supported educational outreach through participating in the Friendly Campus remote area elementary education advocacy
program along with the Global Views Magazine’s Sharing Knowledge Platform charitable project for children. We invited young elementary students from
Shi-Hai Primary School, Shan Fong Elementary, Jhuwei Elementary, and Hai-Hu Elementary to meet NBA star point guard Jeremy Lin. CAL also sponsored the
Bornanew Youth Caring Association’s 616 Youth Dream Factory program, worked together with the Fisher’s Association of Taoyuan District to hold the 2016
Warm Hearth activity, and continued to provide complementary flights to children with serious medical conditions through the Make a Wish Foundation.

(3) Promotion of CSR: CAL participated in travel exhibitions in Taiwan and abroad, and sponsored the Tourism Bureau, the Taiwan Visitors Association’s 2016
Taiwan Lantern Festival, 2016 Fulong International Sand Sculpture Art Festival, and Taipei City Government’s Velo-city Global expo. The Company also
sponsored the Tourism Bureau’s 10 Millionth Foreign Visitor program, showing our concrete support for the promotion of Taiwan’s tourism industry. Because
of China Airlines’ long-term implementation of corporate governance and sustainable development, in 2016 CAL was selected as a constituent stock of the
DJSI Emerging Markets Index, which represents international recognition of our commitment and hard work and gives us more confidence as we continue to
improve our performance.

7. If the Company CSR report has received certification from relevant certification bodies, please detail below:

The CAL 2015 CSR Report was certified by SGS Taiwan Ltd. in May 2016 as meeting GRI G4 core indicators and passed AA1000AS TYPE |l high-level assurance.

3.3.7 Ethical Corporate Management

Deviations
Implementation Status from “the
Ethical
Corporate
Management
Evaluation Item Best-Practice
Yes | No Brief Explanation Principles for
TWSE/TPExX
Listed
Companies”
and Reason
1. Establishment of ethical operation policies
and programs
(1) Do the Company's Articles of v (1) CAL has established Ethical Corporate Management Best Practice Principles and| No Difference
Association and external documents Procedures for Ethical Management and Guidelines for Conduct, which were
explicitly express its ethical policies passed in 2016 at the 5th meeting of the 20™ Board session. These guidelines and
and methods and are the Board and principles clearly spell out the Company’s ethical operating policies, methods, and
management committed to the active commitments. They are published on the CAL website and the Taiwan Stock
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Evaluation Item

Implementation Status

Deviations
from “the
Ethical
Corporate
Management
Best-Practice
Principles for

Yes | No Brief Explanation
TWSE/TPEX
Listed
Companies”
and Reason
implementation of these Exchange Market Observation Post System.
commitments?
(2) Has the Company established and v (2) CAL’s Procedures for Ethical Management and Guidelines for Conduct specifies| No Difference
implemented programs to prevent prohibited unethical behavior, reporting mechanisms, and a disciplinary system,
unethical conduct and do these and is being implemented in each division of the Company. In addition, CAL has
programs clearly specify relevant also established a dedicated Ethics Management Unit responsible for reporting
procedures, conduct guidelines, and a annually to the Board regarding implementation.
discipline and appeals system for rule
violations?
(3) Does the Company implement v (3) China Airlines’ Ethical Corporate Management Best Practice Principles expressly| No Difference
preventative measures for each item state that the scope of these regulations shall cover all business operations with a
under Clause 2, Article 7 of the Ethical higher risk of unethical behavior, while also strengthening related measures to
Corporate Management Best Practice prevent those situations listed under Clause 2, Article 7 of the Ethical Corporate
Principles for TWSE/TPEXx Listed Management Best Practice Principles for TWSE/TPEx Listed Companies.
Companies or other operations that
have higher risk of unethical behavior?
2. Implementing ethical corporate
management
(1) Does the Company evaluate the v (1) In the process of business dealings with other companies, CAL employees explain| No Difference
ethical records of the businesses with our ethical management policy and related regulations to counterparties and
which it has dealings and include clear expressly refuse to directly or indirectly provide, promise, demand or accept any
ethical corporate behavior provisions form of improper benefit. When signing contracts with others, CAL fully reviews the
in contracts with such counterparties? counterparty’s ethical corporate behavior and includes complying with our ethical
corporate management policies as a provision in contracts.
(2) Has the Company established an v (2) The CAL Human Resources Division is the unit tasked with promoting ethical
organization under the direct management and is responsible for collating information regarding ethical| No Difference
jurisdiction of the Board of Directors operations implementation from all relevant units and reporting these findings to
that promotes ethical management the Board of Directors.
principles and also regularly reports to
the Board concerning
implementation?
(3) Has the Company formulated and v (3) CAL Procedures for Ethical Management and Guidelines for Conduct expressly state| No Difference
implemented policies to prevent that should a conflict of interest arise in the execution of Company duties,
conflicts of interest and provide employees shall report the situation to their direct supervisor, who should provide
appropriate ways to record any appropriate guidance.
potential conflicts found?
(4) Has the Company implemented v (4) In order to implement ethical management, the Company has established effective No Difference
effective accounting and internal accounting and internal control systems, which are reviewed annually by internal
control systems and does it have an auditors. The unit under review shall issue a corrective plan for each issue
internal auditing unit or independent discovered during the audit and follow ups will be held regularly to review
accountant periodically review them? implementation.
(5) Does the Company periodically hold v (5) When a new employee joins the Company, CAL educates him or her on ethical| No Difference
internal and external ethical corporate conduct and ethical corporate management standards. Managers both in Taiwan
behavior training? and in overseas posts also take a related e-learning online course. The Ethical
Corporate Management Best Practice Principles and Procedures for Ethical
Management and Guidelines for Conduct are published on the Company’s internal
website and the China Airlines website for the reference of employees and others.
3. Operation of the Company's Violation
Reporting System
(1) Has the Company established a v (1) Article 20 of CAL’s Procedures for Ethical Management and Guidelines for Conduct | No Difference
concrete violation reporting and clearly sets out and discloses the violation reporting system, reporting channels,
rewards system, set up convenient and procedures for handling reported violations. The CAL corporate website and
reporting channels, and appointed internal website provides the independent reporting mailbox:
suitable personnel to handle these auditor@china-airlines.com for any person inside or outside the company to report
cases? violations. All violation report cases are handled exclusively by the CAL General
Audit Office and all information, related handling methods, and follow-up
improvement measures are reported to the Board of Directors.
(2) Has the Company established an v (2) All reports of violations and related follow up investigations are kept strictly No Difference

investigation SOP for violation

confidential and CAL has set up clear and effective awards and punishments,
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Deviations

Implementation Status from “the
Ethical
Corporate
Management
Evaluation Item Best-Practice
Yes | No Brief Explanation Principles for
TWSE/TPEX
Listed
Companies”
and Reason
reporting and a relevant appeals system, violation reporting confidentiality mechanism, and investigation
confidentiality mechanism? SOP.
(3) Does the Company have any measures | v (3) According to CAL Procedures for Ethical Management and Guidelines for Conduct,| No Difference
in place to protect individuals from employees who process violation reports must sign a written statement pledging to
possible mistreatment arising from maintain confidentiality of the reporters and the details of the case. CAL also
reporting violations? promises to protect the whistleblower from being improperly punished due to the
reporting.
4. Strengthening information disclosure
(1) Does the Company disclose the v CAL’s Ethical Corporate Management Best Practice Principles and Procedures for| No Difference
content of our Ethical Corporate Ethical Management and Guidelines for Conduct are disclosed on the China Airlines
Management Best Practice Principles website and the Taiwan Stock Exchange Market Observation Post System, along with
and their effectiveness on our website the effectiveness of ethical operations and fair trade principles.
and the TWSE Market Observation
Post System?

5. If the Company has established a code of ethical corporate management based on the Ethical Corporate Management Best-Practice Principles for TWSE/TPEx

Listed Companies, please describe any differences between said code and the Best Practice Principles: No Differences

6. Other information that will assist in the understanding of Company ethical corporate management practices: None.

3.3.8 Corporate Governance Guidelines and Regulations

The Company has adopted the Articles of Association, Corporate Governance Best Practice Principles, Rules of

Procedure for Board Meetings, Codes of Ethical Conduct for Directors and Supervisors, Procedures Governing the
Election of Directors and Supervisors, Ethical Corporate Management Best Practice Principles, and Rules of
Procedure for Shareholders’ Meetings and set up the Audit, Remuneration, and Risk Committees under the Board
of Directors and drafted each committee charter. The above regulations are posted on the Taiwan Stock Exchange
Market Observation Post System (http://mops.twse.com.tw) and the Company website
(http://www.china-airlines.com).

3.3.9 Resignation or Dismissal of the Company’s Key Individuals, Including the

Chairman, CEO, and Heads of Accounting, Finance, Internal Audit and R&D

Reason for
. Date of N . .
Title Name . Date of Dismissal Resignation or
Appointment L.

Dismissal

Chairman Sun, Huang-Hsiang 03/07/2013 06/24/2016 Dismissal

President Chang, Yu-Hern 08/01/2015 06/24/2016 Dismissal

Vice President
. . Chung, Wan-Chun 02/16/2012 03/01/2017 Dismissal
Finance Div.

3.3.10 Other Important Information Regarding Corporate Governance

A. The organization and operations of Company internal auditing are disclosed on
the Company website: http://www.china-airlines.com.

B. Company financial staff certifications and licenses: Institute of Internal Auditors-Chinese
Taiwan Internal Auditor Certificate: 7 people, International Internal Auditor Certificate: 5 people,

R.O.C. Certified Public Accountant License: 3 people, R.O.C. Securities (Senior) Specialist: 10 people,

R.O.C. Securities Investment Trust and Consulting Professional: 6 people, R.O.C. Futures Specialist:
4 people, R.0O.C. Financial Planning Personnel Proficiency Test Passing Certificate: 4 people, R.O.C.
Stock Affairs Specialist Proficiency Test Passing Certificate: 7 people, USA Certified Public
Accountant License: 1 people, R.O.C. Basic Enterprise Internal Audit Proficiency Test Passing
Certificate: 6 people.
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C. Company Director Continuing Education:

From January 1, 2016 through April 24, 2017

. Training Sponsoring
Title Name Date(s) L Course
hours Organization
. Guidance for Corporate
Taiwan Corporate G AC hensi
overnance — A Comprehensive
3hr 11/10/2016 Governance . e P .
e Overview of Principles, Practice, and
Association
. Ho, Trends
Chairman —
Nuan-Hsuan Commissioned Course: .
R Performance Analysis and
Taiwan Corporate .
3hr 11/10/2016 Improvement Suggestions for the
Governance .
o Aviation Industry
Association
Taiwan Corporate X
Business Operator Concerns —
3hr 10/17/2016 Governance .
L Worker Holidays
Association
Commissioned Course:
R Performance Analysis and
Taiwan Corporate .
3hr 11/10/2016 Improvement Suggestions for the
Governance .
. . . L Aviation Industry
Director Hsieh, Su-Chien Association
Taiwan Corporate Practical Operation of Independent
3hr 11/24/2016 Governance Directors and Functional
Association Committees
Taiwan Corporate
3hr 11/29/2016 Governance Conglomerate Governance
Association
Upturning Competitiveness -
Taiwan Institute of [International Situation and Response
3hr 03/08/2016 . ) .
Directors Strategies After the Cop21 Paris
Summit
Commissioned Course:
Taiwan Corporate International Finance and Risk
, Charles 3hr 03/25/2016 P :
Director Governance Management Seminar
C.Y.,Chen L
Association
Tai Institute of Rise of the Innovation Economy —
aiwan Institute o
3hr 02/25/2017 . The Changes and Challenges of
Directors i
Enterprise Management
Taiwan Institute of The Thinking and Challenge of
3hr 03/28/2017 X : )
Directors Online Economy in Power Industry
. Labor Director Professional
oShr |09/12/2016-09/13/2016 Ministry of Labor . .
Competencies Training Course 2016
. . . Commissioned Course:
Director Jong, Jia-shi . Performance Analysis and
Taiwan Corporate .
3hr 11/10/2016 Improvement Suggestions for the
Governance L
L Aviation Industry
Association
Commissioned Course:
Taiwan Corporate International Finance and Risk
3hr 03/25/2016 P :
. Governance Management Seminar
. Ting, .
Director Association
Kwang-Hung -
Taiwan Corporate C te G d
orporate Governance an
3hr 09/09/2016 Governance P » X
Lo Securities Regulations
Association
Commissioned Course:
Taiwan Corporate International Finance and Risk
3hr 03/25/2016 .
Governance Management Seminar
Association
Labor Director Professional
Director Lee, Kuo- Fu Shr [09/12/2016-09/13/2016 Ministry of Labor | .
Competencies Training Course 2016
Commissioned Course: .
Tai c ¢ Performance Analysis and
aiwan Corporate
3hr 11/10/2016 P Improvement Suggestions for the
Governance o
L Aviation Industry
Association
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. Training Sponsoring
Title Name Date(s) o Course
hours Organization
. Legal Issues of Importance to
Securities & Futures . . .
3hr 10/04/2016 Institute Directors and Supervisors of Public
Companies
h Cheng, -
Director . Commissioned Course: .
Chuan-Yi R Performance Analysis and
Taiwan Corporate .
3hr 11/10/2016 Improvement Suggestions for the
Governance L
L. Aviation Industry
Association
Legal Responsibilities and Risk
" Control for Directors and Supervisors
Securities & Futures ) . X
3hr 09/30/2016 Institute in the Case of Financial Statement
itu
Inaccuracies - Focus on Practical
Case Studies
Securities & Futures | How Can Directors and Supervisors
3hr 09/30/2016 . . . .
. Chen, Institute Avoid Insider Trading
Director . N X :
Han-Ming S ities & Fut Financial Statement Review for
ecurities & Futures
3hr 10/18/2016 Institute Directors and Supervisors Without
an Accounting Background
Commissioned Course: .
Tai Corporat Performance Analysis and
aiwan Corporate
3hr 11/10/2016 P Improvement Suggestions for the
Governance .
o Aviation Industry
Association
Commissioned Course:
Taiwan Corporate International Finance and Risk
3hr 03/25/2016 )
Governance Management Seminar
i ) X Association
Director Lin, Su-Ming —
Commissioned Course: .
Taiwan Corporate Performance Analysis and
iw
3hr 11/10/2016 P Improvement Suggestions for the
Governance L
L Aviation Industry
Association
Commissioned Course:
Taiwan Corporate International Finance and Risk
3hr 03/25/2016 i
Governance Management Seminar
. . Association
Director Huang, Hsiu-Gu —
Commissioned Course: .
. Performance Analysis and
Taiwan Corporate !
3hr 11/10/2016 Improvement Suggestions for the
Governance .
L Aviation Industry
Association
. Corporate Governance Forum Series
Securities & Futures . i
3hr 04/21/2016 Institute 2016 — Insider Trading and
Corporate Social Responsibility
Independent . .
] Chung, Lo-Min Commissioned Course: R
Director Taiwan Corporate Performance Analysis and
iw
3hr 11/10/2016 P Improvement Suggestions for the
Governance L
. Aviation Industry
Association
Commissioned Course:
Taiwan Corporate International Finance and Risk
3hr 03/25/2016 i
Governance Management Seminar
Association
Commissioned Course: .
Independent Luo, . Performance Analysis and
. . . Taiwan Corporate .
Director Hsiao-Hsien 3hr 11/10/2016 Improvement Suggestions for the
Governance L
e Aviation Industry
Association
Ministry of . . .
! Financial statement analysis and
3hr 04/11/2017 Transportation and . .
. practical application
Communications
Taiwan Corporate Investigating the Legal
3hr 07/14/2016 Governance Responsibilities of Independent
. Association Directors
Independent Ting, C — aC
. . ommissioned Course:
Director Tin-Yu ) Performance Analysis and
Taiwan Corporate .
3hr 11/10/2016 Improvement Suggestions for the
Governance L
e Aviation Industry
Association
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D. Corporate Governance Related Training Attended by Company Managers:

From January 1, 2016 through April 24, 2017

Traini
Title Name Date(s) Sponsoring Organization Course L?;ELZE
Vice ch Accounting Research and| Continued Education for Principal Accounti

ung,

President g 05/23/2016- ccounting Research an on |rTue ucation for r|.n.c|pa. ccounting
. Wan-Chun Development Officers of Issuers, Securities Firms, and 12hr

Finance 05/24/2016 . ="

(Note) Foundation Securities Exchanges
Div.

Assistant
Vice 10/06/2016- Accounting Research and| Continued Education for Principal Accounting

President | Ho, Hui-Fen 10/07/2016 Development Officers of Issuers, Securities Firms, and 12hr

Finance Foundation Securities Exchanges
Div.

General 01/20/2016- Securities & Futures Preemployment Training Workshop for First 18hr
Audit 01/22/2016 Institute Time Enterprise Internal Auditors

Chung, - — — —
Office ung 11/03/2016 In'stltute 9f Intern'al Internal Audltl'n.g Cqurse §ub5|d|ary 6hr
. Chuar-Duan Auditors-Chinese Taiwan Supervision in Practice

Auditor 11/22/2016 Institute of Internal Internal Auditing Course — How to Establish 6hr

General Auditors-Chinese Taiwan Internal Audit Implementation Rules

General Accounting Research and ”The Forefront of Internal Controls” An
Audit 06/02/2016 Development Internal Control System Based in Risk 6hr
Office Foundation Management

Fang, Juo-Ling

Dep'uty 11/03/2016 Institute of Internal Internal Auditing Course — Subsidiary 6hr

Auditor Auditors-Chinese Taiwan Supervision in Practice

General

(Note) Ms. Chung, Wan-Chun was dismissed from the position of Vice President of the Finance Division on March 1, 2017.

E. On December 6, 2012, after approval by the Board of Directors, the Company
established the China Airlines Ltd. Procedures for Handling Material Inside
Information. In addition to announcing the new procedures to the Board,
management, and employees, they were also published under Important Company
Regulations on the Investor Relations section of the CAL website so the Board,
management, and employees can reference them at any time in order to avoid
violations and the occurrence of insider trading.
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China Airlines Ltd. Procedures for Handling Material Inside Information:

Article 1: These Procedures are specially adopted to establish sound mechanisms for the handling and
disclosure of material inside information by the Company, in order to prevent improper
information disclosures and to ensure the consistency and accuracy of information released by
the Company to the public.

Article 2: The Company shall implement its handling and disclosure of material inside information in
accordance with applicable laws and regulations, the rules and regulations of the Taiwan Stock
Exchange Corporation, and these Procedures.

Article 3: These Procedures shall apply to all directors, managerial officers, and employees of the Company.
The Company shall ensure that any other person who acquires knowledge of the Company's
material inside information due to their position, profession, or relationship of control shall
comply with the applicable provisions of these Procedures.

Article 4: For the purposes of these Procedures, the term "material inside information" refers to
information that is defined as material inside information by the Securities and Exchange Act,
other applicable laws and regulations, and the applicable rules and regulations of the Taiwan
Stock Exchange Corporation or the GreTai Securities Market.

Article 5: The Company’s Finance Division is tasked with handling material inside information. The division
shall have the following functions and authorities:

1. Responsibility for formulating the drafts of these Procedures and any amendments to them.

2. Responsibility for receiving inquiries in connection with the methods of handling material inside
information, and for consultation, review, and recommendations relating to these Procedures.

3. Responsibility for receiving reports on unauthorized disclosures of material inside information
and formulation of corresponding measures.

4. Responsibility for designing a system for preserving all documents, files, electronic records, and
other materials related to these Procedures.

5. Other activities related to these Procedures.

Article 6: The Company's directors, managerial officers, and employees shall exercise the due care and
fiduciary duty of a good administrator and act in good faith when performing their duties. No
director, manager, or employee with knowledge of material inside information of the Company
may divulge the information to others before it is made public. No director, managerial officer, or
employee of the Company may inquire about or collect any non-public material inside information
of the Company not related to their individual duties from a person with knowledge of such
information, nor may they disclose to others any non-public material inside information of the
Company of which they become aware for reasons other than the performance of their duties.

Article 7: Proper protection of confidentiality shall be given to files and documents containing the Company's
material inside information when transmitted in written form. When transmitted by email or
other electronic means, such files and documents must be processed with appropriate security
technology such as encryption or electronic signatures.

Files and documents containing the Company's material inside information shall be backed up and
stored in a secure location.

Article 8: The Company shall ensure that the firewalls specified in the preceding two articles are established,

and take the following additional steps:

1. Adopt adequate control measures for the firewalls and perform periodic testing.

2. Enhance measures for custody and maintaining the secrecy of files and documents containing
non-public material inside information of the Company.

Article 9: Any organization or person outside of the Company that is involved in any corporate action of the
Company relating to a merger or acquisition, major memorandum of understanding, strategic
alliance, other business partnership plans, or the signing of a major contract shall be required to
sign a confidentiality agreement, and may not disclose to another party any material inside
information of the Company's thus acquired.

Article 10: The Company shall comply with the following principles when making external disclosures of

material inside information:

1. The information disclosed shall be accurate, complete, and timely.
2. There shall be a well-founded basis for the information disclosure.
3. The information shall be disclosed fairly.
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Article 11: Any disclosure of the Company's material inside information, except as otherwise provided by law

or regulation, shall be made by the Company's spokesperson, or by a deputy spokesperson acting
in such capacity in a confirmed sequential order. When necessary, the disclosure may be made
directly by a responsible person of the Company.
The Company's spokesperson or deputy spokesperson shall communicate to outside parties only
information within the scope authorized by the Company, and no personnel of the Company
other than those serving as the Company's responsible person, spokesperson, or deputy
spokesperson may disclose any material inside information of the Company to outside parties
without authorization.

Article 12: The Company shall keep records of the following in respect of any disclosure of information to
outside parties:

1. The person who discloses the information, the date, and the time.

2. How the information is disclosed.

3. What information is disclosed.

4. What written material is delivered.

5. Any other relevant details.

Article 13: If a media agency releases information that is in any respect inconsistent with material

information disclosed by the Company, the Company shall promptly issue a clarification on the
Market Observation Post System (MOPS) and request the media agency to correct the
information.

Article 14: Any director, managerial officer, or employee of the Company that becomes aware of any

unauthorized disclosure of the Company's material inside information shall report to the
responsible unit and the internal audit department of the Company as soon as practicable.
Upon receipt of a report made pursuant to the preceding paragraph, the responsible unit shall
formulate corresponding measures. When necessary, it may invite members from the internal
audit and other departments to meet for discussion of the measures, and shall keep a record of
the results of the measures for future reference. The internal auditors shall also perform such
audits as their duties may require.

Article 15: The Company shall take measures to discover those responsible and take appropriate legal action
against any personnel under either of the following circumstances:

1. Personnel of the Company disclose material inside information without authorization to any
outside party, or otherwise violate these Procedures or any other applicable law or regulation.
2. A spokesperson or deputy spokesperson of the Company communicates to any outside party
any information beyond the scope authorized by the Company, or otherwise violates these
Procedures or any other applicable law or regulation.
If any person outside the Company divulges any material inside information of the Company,
thereby causing damage to any property or interest of the Company, the Company shall pursue
appropriate measures to hold the person divulging the information legally liable.

Article 16: These Procedures shall be incorporated into the Company's internal control system. The internal
auditors shall keep themselves regularly informed of the status of compliance with these
Procedures and shall prepare related audit reports, so as to ensure full implementation of the
procedures for handling material inside information.

Article 17: At least once per year, the Company shall conduct educational campaigns to promote awareness
among all directors, managerial officers, and employees with respect to these Procedures and
related laws and regulations.

The Company shall also provide educational campaigns to new directors, managerial officers, and
employees in a timely manner.

Article 18: These Procedures, and any amendments to them, shall be implemented upon approval by the
Board of Directors.
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3.3.11 Internal Control Systems
A. Internal Control Statement

.'.%CHINA AIRLINES %)

China Airlines Co., Ltd.
Internal Control Statement

Date: March 30, 2017

The Company states the following with regard to our internal control system during
the period of fiscal year 2016 based on the self-assessment result :

1. The Company is fully aware that establishing, operating, and maintaining
an internal control system are responsibilities of the management and the
Board of Directors. The Company has established such a system. The goal
of the system is aimed at the operation efficiency and effectiveness
(including profits, performance, and assets safeguarding), and to provide
reasonable assurance on producing reliable, timely and transparent
reports in compliance with the governing law and regulations.

2. An internal control system has inherent limitations. No matter how perfectly
designed, an effective internal control system can provide only reasonable
assurance of accomplishing the three goals mentioned above. Furthermore, the
effectiveness of an internal control system may change along with changes in
environment or circumstances. The internal control system of the Company,
however, contains self-monitoring mechanisms which will take corrective actions
upon detecting deficiency.

3. The Company should evaluate the effectiveness of the design and execution of
its internal control system based on judgment criteria set by “the Regulation
Governing the Establishment of Internal Control Systems by Public
Companies” (hereinafter referred as "The regulations”). The regulations adopt
the criteria, and divide the managerial control process into five key elements: 1.
Control environment, 2. Risk assessment, 3. Control activities, 4. Information and
Communications, and 5. Monitoring. Each element contains detailed items.
Aforementioned items please refer to The regulations.

4. The Company has conducted an effectiveness evaluation on its internal control
system by adopting the above mentioned internal control system judgment
criteria.

5. Based on the preceding assessment result, the Company believes that its
internal control system (with subsidiaries supervision and management)
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on the date of December 31, 2016 include the awareness of operation
effectiveness and target achievement efficiency, reports are reliable,
timely, and transparent in compliance with the governing law and
regulations. The design and execution of the internal control system are
effective which can reasonably assure the accomplishment of the
aforementioned objectives.

6. This Statement will become the major part of the Company's annual report and
prospectus, which will be made public. Any falsehood, concealment, or other
illegality in the content made public will entail legal liability under Articles 20, 32,
171, and 174 of the Securities and Exchange Law.

7. This Statement has been approved by the Board of Directors Meeting of the
Company held on the date of March 30, 2017, where none of the thirteen
attending directors expressed dissenting opinions, and unanimously affirmed the
content of this Statement.

Chairman: /'7\/14 /7%

NUAN-HSUAN HO

President: [f~ a. XZLL?/\__

SU-CHIEN HSIEH

B. If the company has commissioned external auditors to review the Company’s
internal control system, the external auditor’s report should be disclosed: None.

3.3.12 Any disciplinary measures taken against the Company or its internal staff
due to violations of legal requirements or taken by the Company against
its own staff due to violations of the internal control system. The details
of the disciplinary measures, major faults, and improvement measures
should be noted: None.
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3.3.13 Major Resolutions of Shareholders’ Meeting and Board Meetings
A. Major Resolutions of Shareholders’ Meeting in 2016

Item Major resolutions Execution

1. Amendment to the Articles of Association |The proposal was passed.  [The amended Articles of Association were approved by
the Ministry of Economic Affairs on August 16, 2016 and
published on the Company website.

2. Proposal to lift non-compete restrictions |The proposal was passed. |As resolved by the Shareholders’ Meeting, non-compete

on Director Chang, Yu-Hern restrictions were lifted on Director Chang, Yu-Hern.

3.2015 Annual Operations Report and The proposal was passed.  [Published after Shareholders’ Meeting resolution.
Financial Statements
4. 2015 Earnings Distribution Proposal The proposal was passed. |Set July 31, 2016 as the record date and August 24, 2016

as the cash dividend distribution date. (Cash dividend of
NTS$0.458522382 per share).

B. Major Resolutions of Board Meetings (January 1, 2016 to April 24, 2017)

. Opinions of
20" Board Date Item ety . independent Execution
resolutions .
directors
4th meeting 01/15/2016 | 1.2015 Employee Compensation 1. Approved. 1. Recommended | 1.The
Proposal that employee Articles of
bonuses by Association
systematized. were thusly
revised and
passed the
Shareholde
rs’ General
Meeting on
June 24,
2016.
5th meeting 03/25/2016 | 1. Amendment to the Articles of 1. Approved. 1. None. 1. None.
Association
2. Proposal to lift non-compete 2. Approved. 2. None. 2. None.
restrictions on Director Chang,
Yu-Hern
3. Establishment of Ethical Corporate 3. Approved. 3. None. 3. None.
Management Best Practice
Principles and Procedures for
Ethical Management and
Guidelines for Conduct
4. 2015 Annual Operations Report 4. Approved. 4. None. 4. None.
and Financial Statements
5. Proposal for 2015 Earnings 5. Approved. 5. None. 5. None.
Distribution
6. 2015 Annual Operations Report 6. Approved. 6. None. 6. None.
7. Convened the 2016 Annual General | 7. Approved. 7. None. 7. None.
Shareholders’ Meeting
8. 2015 Internal Control System 8. Approved. 8. None. 8. None.
Statement
9. Proposal to lift non-compete 9. Approved. 9. None. 9. None.
restrictions on Senior Vice
Presidents
10. 2016 Appointment and 10. Approved. 10. None. 10. None.
Remuneration for Certified Public
Accountants
11. Through self-evaluation, CAL has 11. Approved. 11. None. 11. None.
determined that the Company has
the ability to independently
complete financial statements, so
in accordance with regulations,
there is no need to draw up a
Capability Upgrade Plan.
12. Issuance of 2016 domestic 12. Approved. 12. None. 12. None.
unsecured corporate bonds
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Major

Opinions of

departments
setupa
more
exhaustive
high-level
manager
remuneratio
n standard
plan and was
sent to the
Board of
Directors for
resolution

20" Board Date Item . independent Execution
resolutions directors
6th meeting 05/12/2016 | 1. Revisions to the Audit Committee 1. Approved. 1. None. 1. None.
Charter and Rules Governing the
Scope of Powers of Independent
Directors
2. Established the Corporate Social 2. Approved. 2. None. 2. None.
Responsibility and Sustainable
Development Code of Practice
3. Deloitte & Touche CPA 3. Approved. 3. None. 3. None.
Replacement Proposal
Extraordinary | 06/24/2016 | 1. Election of the new Chairman 1. None. 1. None.
session
2. President Appointment Proposal 2. None. 2. None.
3. Senior Vice President Position 3. None. 3. None.
Adjustment Proposal
4. Set the record date for disbursal of 4. None. 4. None.
the 2015 cash dividend and related
matters
5. Current status of dispute with 5. Recommended | 5. Reached
Taoyuan Flight Attendants' Union that during an
(TFAU) and response measures negotiations, agreement
the rights and with TFAU
interested of during the
employees, labor
passengers, dispute
and mediation
shareholders meeting
should be held on
considered June 24,
along with CAL 2016 and
operations and are
finances. proceeding
accordingly
7th meeting 08/11/2016 1. Approved. 1. None.
2. Approved. 2. None.
3. Managerial 3. None.
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. Opinions of
20" Board Date Item Major . independent Execution
resolutions .
directors
4. Chairman Ho, Nuan-Hsuan 4. None. 4. None.
Remuneration Proposal
5. Proposal to lift non-compete 5. None. 5. None.
restrictions on Chairman Ho,
Nuan-Hsuan
6. President Hsieh, Su-Chien 6. None. 6. None.
Remuneration Proposal
7. Proposal to lift non-compete 7. None. 7. None.
restrictions on President Hsieh,
Su-Chien
8. Senior Vice President Chang, Young 8. None. 8. None.
Remuneration Proposal
9. Proposal to lift non-compete 9. None. 9. None.
restrictions on Senior Vice Chang,
Young
10. Senior Vice President Lo, Ya-Mei 10. None. 10. None.
Remuneration Proposal
11. Proposal to lift non-compete 11. None. 11. None.
restrictions on Senior Vice
President Lo, Ya-Mei
12. Senior Vice President 12. None. 14. None.
Appointment Proposal
13. Proposal to lift non-compete 13. None. 12. None.
restrictions on Senior Vice
President Chang, Chih-Chieh
8th meeting 11/10/2016 | 1.2017 Annual Business Plan and 1. Approved. 1. Recommended | 1. Revised
Budget Proposal that the annual the
operating proposal
results be accordingl
separated from y and was
asset passed by
impairment. the Board
of
Directors
on
December
14, 2016.
2. Two 737-800 Passenger Airliner 2. Approved. 2. None. 2. None.
(B-18608/B-18607) Sales Proposal
2016
3. 2017 Audit Plan 3. Approved. 3. None. 3. None.
4. Proposal to lift non-compete 4. Approved. 4. None. 4. None.
restrictions on Senior Vice Chang,
Young
5. Senior Vice President Chang, 5. Approved. 5. None. 5. None.
Chih-Chieh Remuneration Proposal
Extraordinary | 12/14/2016 | 1. Tigerair Taiwan Equity Transaction 1. Approved. 1. None. 1. None.
session Proposal
2. Revisions to 2017 Annual Business 2. Approved 2. None. 2. None.
Plan and Budget Proposal
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Opinions of

12. Revisions to the Corporate Social
Responsibility and Sustainable
Development Code of Practice

20" Board Date Item Major . independent Execution
resolutions directors
9th meeting 01/17/2017 | 1.2016 Employee Compensation 1. Approved. 1. None. 1. None.
Proposal
2. Chairman and Manager Annual 2. Approved. 2. None. 2. None.
Bonus 2016 and Spring Festival
Incentive Pay 2017
3. Financial Division Vice President 3. Approved. 3. None. 3. None.
Position Change Proposal
10th meeting | 03/30/2017 | 1.Internal Audit Report for Second 1. Approved. 1. Approved. 1. None.
Half of 2016
2. 737-800 Passenger Airliner Sales 2. Approved. 2. Approved. 2. None.
Proposal
3. Convened the 2016 Annual General | 3. Approved. 3. Approved. 3. None.
Shareholders’ Meeting
4. Issuance of 2017 domestic 4. Approved. 4. Approved. 4. None.
unsecured corporate bonds
5. 2016 Annual Operations Report 5. Approved. 5. Approved. 5. None.
and Financial Statements
6. 2016 Business Report 6. Approved. 6. Approved. 6. None.
7. 2016 Deficit Compensation 7. Approved. 7. Approved. 7. None.
Proposal
8.2017 Appointment and 8. Approved. 8. Approved. 8. None.
Remuneration for Certified Public
Accountants
9.Revisions to Procedures Governing 9. Approved. 9. Approved. 9. None.
the Acquisition and Disposal of
Assets
10. 2016 Internal Control System 10. Approved. 10. Approved. 10. None.
Statement
11. Revisions to Internal Audit 11. Approved. 11. Approved. 11. None.
Implementation Rules
12. Approved. 12. Approved 12. None.

3.3.14 Major Issues of Record or Written Statements Made by Any Director or
Supervisor Dissenting with Important Resolutions Passed by the Board of
Directors: None.
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3.4 Information Regarding the Company’s Audit Fee and

Independence
3.4.1 Audit Fee
Accounting Firm Name of CPA Period Covered by CPA’s Audit Remarks
Deloitte & Touche | Huang, Jui-chan Chen, Li-Chi 01/01/2016~03/31/2016 Primarily due to personnel rotation
Deloitte & Touche | Yang, Chen-Hsiu Chen, Li-Chi 04/01/2016~12/31/2016 within the auditing firm.
Unit: NTS thousands
Fee Range 2 (e Audit Fee Non-audit Fee Total
1 Under 2,000
2 2,000 ~ 4,000 v
3 4,000 ~ 6,000
4 6,000 ~ 8,000 v
5 8,000 ~ 10,000 v
6 Over 10,000

3.4.2 Audit and Non-Audit Fees Paid to CPAs, the Certified Accounting Firm to
Which Said CPAs Belong and Any Affiliated Enterprises and Details
Regarding Non-Audit Fees. See Below:

Unit: NTS thousands

. i Non-audit Fee Period
Accounti | Name of |Audit
. System of| Company Human Covered by Remarks
ng Firm CPA Fee . . . Others |Subtotal , )
Design | Registration | Resource CPA’s Audit
Primarily due to personnel
rotation within the auditing
firm, the CPAs were changed
to Yang, Chen-Hsiu and Chen,
Li-Chi from the second
quarter 2016 financial
statement.
Other fees include review fee
Huang,
. for dual-status business
Deloitte | Jui-chan 01/01/2016 . . .
1,787 - - - 2,771 | 4,558 entities using the direct
& Touche | Chen, ~03/31/2016 .
Lichi deduction method, transfer
1-Chi
pricing report service fee,
corporate bond conversion
capital review fee, IAS 17
lease draft statement letter
fee, personal information
project fee and US Airport
Passenger Facility Charge tax
collection review fee.
Yang, .
Other fees include fees
loi Chen-Hsiu 04/01/2016
Deloitte 5,363 - - - 293 | 5,656 related to corporate bond
Chen, ~12/31/2016 | o
& Touche Lichi issuance certification.
1-Chi

3.4.3 Changed audit firms and the audit fee paid was less than the audit fees
paid in the previous year prior to the change: Not Applicable.
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3.4.4 Those with audit fees amounting to a reduction of 15% or more compared
to the previous year: None.

3.5 Replacement of CPA:

Primarily due to personnel rotation within the auditing firm, the CPAs were changed to
Yang, Chen-Hsiu and Chen, Li-Chi in 2016.

3.6 Audit Independence: None.
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3.7 Changes in Shareholding of Directors, Managers and Major

Shareholders
Unit: Shares
The current year through
2016 .
April 24, 2017
Pledged Pledged
Title Name Holding g Holding g
Holding Holding
Increase Increase
Increase Increase
(Decrease), (Decrease)
(Decrease) (Decrease)
Major . e . 83,160,083
China Aviation Development Foundation (Note 1) 0 0 0
Shareholder (83,160,083)
. China Aviation Development Foundation
Chairman . 0 0 0 0
Representative: Ho, Nuan-Hsuan
China Aviation Development Foundation
. Representative: Hsieh, Su-Chien; Charles C.Y., Chen;
Director . . . 0 0 0 0
Ting, Kwang-Hung; Jong, Jia-Shi; Lee, Kuo- Fu; Cheng,
Chuan-Yi; Chen, Han-Ming
. Chunghwa Telecom Co., Ltd.
Director . . 0 0 0 0
Representative: Huang, Hsiu-Gu
. National Development Fund, Executive Yuan 519,750,519
Director . . . 0 0 0
Representative: Lin, Su-Ming (519,750,519)
Ind dent
naependent 1 hung, Lo-Min 0 0 0 0
Director
Ind dent
naependent | ring, Tin-vu 0 0 0 0
Director
Ind dent
NAEPENAEN 1| uo, Hsiao-Hsien 0 0 0 0
Director
President Hsieh, Su-Chien (Assumed Post On 06/24/2016) 0 0 0 0
Senior Vice
) Lo, Ya-Mei (Assumed Post On 06/24/2016) 0 0 0 0
President
Senior Vice
) Kao, Shing-Hwang 0 0 0 0
President
Senior Vice
. Chang, Chih-Chieh 0 0 0 0
President
Senior Vi
en|.or 'ce Huang, Chwen-Jiun 0 0 0 0
President
Senior Vice
. Chang, Young (Assumed Post On 06/24/2016) 0 0 0 0
President
Auditor General | Chung, Chuar-Duan 0 0 0 0
Vice President |Chien, Feng-Nien (Assumed Post On 01/03/2017) 0 0 0 0
Vice President |Chen, I-Ko (Assumed Post On 03/01/2016) 0 0 0 0
Vice President | Lai, Ming-Hui 0 0 0 0
Vice President |Wang, Chen-Min (Assumed Post On 12/10/2016) 0 0 0 0
Vice President |Tsao, Jyh-Fen 0 0 0 0
Vice President |Liu, Der-Chuan 0 0 0 0
Vice President |Peng, Long-Min (Assumed Post On 08/16/2016) 0 0 (693) 0
Vice President |Ku, Yueh-Han (Assumed Post On 08/16/2016) 0 0 0 0
Vice President |Chen, I-Chieh 0 0 0 0
Vice President | Wei, Yih-Jiun (Assumed Post On 08/16/2016) 0 0 0 0
Vice President | Liu, Shyh-Hwa 0 0 0 0
Vice President | Chen, Shann-Juan (Assumed Post On 01/16/2016) 0 0 0 0
Vice President | Liu, Tsao-Yang (Assumed Post On 09/16/2016) 0 0 0 0
Vice President |Chang, Ming-Way 0 0 0 0
Vice President | Lu, Shih-Ming 0 0 0 0
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The current year through

2016 .
April 24, 2017
. Pledged Pledged
Title Name Holding g Holding g
Holding Holding
Increase Increase
Increase Increase
(Decrease), (Decrease)
(Decrease) (Decrease)
Vice President | Wang, Houng 0 0 0 0
Vice President |Sun, Jia-Min 34,844 0 0 0
Vice President |Lee, Jung-Hui 0 0 0 0
Deputy Auditor
puty Fang, Juo-Ling 0 0 0 0
General
Assistant Vi
SSISTAMt VIC® I 1ai, Chih Hung 0 0 0 0
President
Assistant Vice
) Chou, Jyh-Shyan (Assumed Post On 09/22/2016) 0 0 0 0
President
Assistant Vi
SSISTANtVIC® 1 jao, Wei-Chih 0 0 0 0
President
Assistant Vice
i Hong, Tsu-Kuang (Assumed Post On 06/01/2016) 0 0 0 0
President
Assistant Vice
) Jeng, Jong-Shinn 0 0 0 0
President
Assistant Vice
. Peng, Pao Chu (Assumed Post On 08/20/2016) 0 0 0 0
President
Assistant Vice
. Kung, Yuan-Jau 0 0 0 0
President
Assistant Vice
] Hsueh, Po-Wen (Assumed Post On 09/01/2016) 0 0 0 0
President
Assistant Vice . .
. Lin, Hsiao-Feng 0 0 0 0
President
Assistant Vice
] Lu, Shwu-Huoy 0 0 0 0
President
Assistant Vice
] Yu, Yau (Assumed Post On 07/16/2016) 0 0 0 0
President
Assistant Vice .
; Yeah, Shao-Ting 0 0 0 0
President
Assistant Vi
SSISTANt VICE 1 (1 en, Jo-Ching 0 0 0 0
President
Assi Vi
ssistant Vice 11 Hui-Fen 0 0 0 0
President
Assistant Vi
SSISTANt VICE ) jang, Tze-Chi 0 0 0 0
President
Assistant Vi
SSISTANLVICE | i Ming-Hsiu 0 0 0 0
President
Assistant Vi
SSIS_ ant vice Pan, Wen-Tsung 0 0 0 0
President
Assistant Vice
'S ' Kao, Shu-Chuan (Assumed Post On 08/16/2016) 0 0 0 0
President
Assi Vi
ssistant Vice | ;.\ buan-Shiuh 0 0 0 0
President
Assistant Vice
'S '®® | chu, Te-Hsiu (Assumed Post On 09/16/2016) 0 0 0 0
President
Assistant Vi
SSISTANLVICE 1 \yang, Wei (Assumed Post On 02/02/2017) 0 0 0 0
President
Assistant Vi
SSISTANtVICE | 1 ing, Wei 0 0 0 0
President
Assistant Vi
SSIStaNt VICE | 1 Giao, Kuo Chih (Assumed Post On 01/01/2016) 0 0 0 0
President
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The current year through
2016 K
April 24, 2017
) Pledged Pledged
Title Name Holding € g,e Holding N g-e
Holding Holding
Increase Increase
Increase Increase
(Decrease), (Decrease)
(Decrease) (Decrease)
pssistant Vice 1 chih-wei 0 0 0 0
President
Assistant Vice
'S '®® | chen, Wei-Tau (Dismissed On 01/06/2016) 0 0 0 0
President
Vice President |Liu, Yah-Chuan (Dismissed On 01/11/2016) 0 0 0 0
Vice President |Kuo, Hsin-Chang (Dismissed On 02/15/2016) 0 0 0 0
Assistant Vi
SSISTANtVICE | 1 ing, Da-Wei (Dismissed On 02/22/2016) 0 0 0 0
President
Vice President |Young, Ding-Hwai (Dismissed On 02/23/2016) 0 0 0 0
Senior Vi
enlorvice Yu, Chien-Pao (Dismissed On 02/29/2016) 0 0 0 0
President
Vice President |Yang, Tzu-Pao (Dismissed On 05/20/2016) 0 0 0 0
Assistant Vice
. Chen, Ming-Hui (Dismissed On 05/31/2016) 86,965 0 0 0
President
Assistant Vice o
. Chung, Kang (Dismissed On 05/31/2016) 0 0 0 0
President
Assistant Vice
) Chen, Chung-Ming (Dismissed On 06/06/2016) 0 0 0 0
President
Chairman Sun, Huang-Hsiang (Dismissed On 06/24/2016) 0 0 0 0
Senior Vice . . Lo
. Tung, Hsiao-Hsing (Dismissed On 06/27/2016) 0 0 0 0
President
President Chang, Yu-Hern (Dismissed On 06/24/2016) 0 0 0 0
China Aviation Development Foundation
Representative:
Director Lee, Cho-Ping (Dismissed On 07/26/2016) 27,000 0 0 0
Lai, Ching-Chyi (Dismissed On 07/26/2016)
Ko, Tso-Liang (Dismissed On 08/09/2016)
Senior Vice L
. Yang, Steve Chen (Dismissed On 08/09/2016) 0 0 0 0
President
Assistant Vice . L
] Tseng, Yu-Ping (Dismissed On 08/15/2016) 0 0 0 0
President
Vice President |Tong, Huai-Ming (Dismissed On 08/16/2016) 0 0 0 0
Vice President | Cheng, Tien-Yuan (Dismissed On 08/16/2016) 0 0 0 0
Vice President |Chang, Cheng-Hao (Dismissed On 08/16/2016) 0 0 0 0
Vice President |Yu, Chih (Dismissed On 09/20/2016) 0 0 0 0
Assistant Vice L
. Fang, Yuan-Hua (Dismissed On 09/26/2016) 0 0 0 0
President
Vice President |Huang, Ta-Fang (Dismissed On 12/21/2016) 0 0 0 0
Vice President | Chung, Ming-Jyh (Dismissed On 01/03/2017) 0 0 0 0
Assistant Vice
_ Kuey, Kuo-Ching (Dismissed On 01/26/2017) 0 0 0 0
President
Assistant Vice L
) Teng, Shu Hua (Dismissed On 02/21/2017) 0 0 0 0
President
Vice President | Chung, Wan-Chun (Dismissed On 03/01/2017) 0 0 0 0
Assistant Vice
. Yeh, Jin-Fu (Dismissed On 03/13/2017) 0 0 0 0
President
Assistant Vice oL AP
. Wei, Shih-Kai (Dismissed On 03/21/2017) 0 0 0 0
President

Note 1: Refers to major shareholders holding more than 10% of company shares.

3.7.1 Shares Trading with Related Parties: Not Applicable.
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3.7.2 Shares Pledge with Related Parties: Not Applicable.

3.8 Relationships among the Top Ten Shareholders

April 24, 2017

Spouse’s/min

Shareholding

Name and Relationship
Between the Company’s

Name Current Shareholding or’s by Nominee | Top Ten Shareholders, or |Remar
Shareholding | Arrangement Spouses or Relatives ks
Within Two Degrees
Shares % Shares| % |[Shares| % Name Relationship
China Aviation Development
Foundation 1,867,341,935| 34.13% 0 0% 0 0% None None None
(Representative : Wang, Kwo-Tsai)
National Development Fund,
Executive Yuan 519,750,519|  9.50% 0 0% 0 0% None None None
(Representative : Dr. Chen,Ten-Jy)
Chunghwa Telecom Co., Ltd.
263,622,116 4.82% 0 0% 0 0% None None None
(Representative : Cheng,Yu)
China Airlines Ltd. Employee Stock 52,840,352|  0.97% o 0% o/ 0% None None | None
Ownership Trust Plan
Cathay Life Insurance Co., Ltd.
49,500,000 0.90% 0 0% 0 0% None None None
(Representative : Tsai, Hong-Tu)
Citibank Taiwan Was
Commissioned And Management 47,644,353|  0.87% o 0% ol 0% None None | None
Investor Account Of Dimension
Emerging Market Estimate Fund
Vanguard Emerging Markets Stock
Index Fund, A Series Of Vanguard 42,870,050 0.78% 0 0% 0 0% None None None
International Equity Index Funds
Ocean Investment Holding Co., Ltd.
42,477,000 0.78% 0 0% 0 0% None None None
(Representative : Wang,Yun-E)
New Labor Pension Fund 37,758,000 0.69% 0 0% 0 0% None None None
Ishares Msciemerging Markets 35,445,828|  0.65% o 0% o/ 0% None None | None
Minimum Volatility ETF
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3.9 Ownership of Shares in Affiliated Enterprises

Dec 31, 2016
Unit: shares; %

Direct or Indirect O hip b
Affiliated Ownership by the Company rec c.>r ElleEs BTGl 2 Total Ownership
Enterprises Directors, Managers
B Shares % Shares % Shares %

1. Cal-Dynasty International, Inc. 2,614,500 100.00 - - 2,614,500 100.00
1A Dynasty Properties Co., Ltd. - - 5,000 100.00 5,000 100.00
1B Dynasty Hotel Of Hawaii, Inc. - - 400,000 100.00 400,000 100.00

2. Cal-Asia Investment Inc. 7,172,346 100.00 - - 7,172,346 100.00
2A Eastern United International - - 1,050,000|  35.00 1,050,000 35.00

Logistics (Holdings) Ltd.
2B Arport Air Terminal (Xiamen) 28.00 28.00
Co., Litd. ) ) (Note 1) | Note 2) (Note 1) (Note 2)
2C Arport Air Cargo 28.00 28.00
- - Note 1 Note 1
Service(Xiamen) Co., Ltd. (Note 1) (Note 2) (Note 1) (Note 2)
2D Taikoo (Xiamen) Landing Gear
Services Co, Ltd. - - (Note 1) 5.83 (Note 1) 5.83
2E Taikoo Spirit Aerosystems
- - Note 1 5.45 Note 1 5.45
(Jinjiang) Composite Co., Ltd. (Note 1) (Note 1)

3. Hwa Hsia Company Ltd. 77,270 100.00 - - 77,270 100.00

4. Freighter Prince 1,000 100.00 - - 1,000 100.00

5. Freighter Princess 1,000 100.00 - - 1,000 100.00

6. Yestrip Co., Ltd. 1,600,000 100.00 - - 1,600,000 100.00

7. Cal Park Co., Ltd. 150,000,000 100.00 - - 150,000,000 100.00

8. Cal Hotel Co., Ltd. 46,500,000 100.00 - - 46,500,000 100.00

9. Talwan Al.rcraft Maintenance And 16,000,000 100.00 ) ) 16,000,000 100.00

Engineering Co., Ltd.

10. Mandarin Airlines, Ltd. 188,154,025 93.99 - - 188,154,025 93.99

1. ff:re Travel Network (Taiwan) 13,021,042 93.93 ; ; 13,021,042 93.93

12. Tiger Taiwan Co., Ltd. 160,000,000 80.00 20,000,000 10.00 180,000,000 90.00

13 (L:t':j'na Pacific Laundry Services 13,750,000 55.00 - - 13,750,000 55.00

14. Taiwan Air Cargo Terminal Ltd. 135,000,000 54.00 12,500,000 5.00 147,500,000 59.00

15. Dynasty Holidays, Inc. 408 51.00 - - 408 51.00

16. E:‘d'”a Pacific Catering Services 43,911,000 51.00 - - 43,911,000 51.00

17. Taoyuan International Airport 34,300,000 49.00 ; ; 34,300,000 49.00

Services Co., Ltd.
18. Taiwan Airport Service Co., Ltd. 20,626,644 47.35 469,755 1.08 21,096,399 48.43
18A Taiwan Airport Service
- - Note 1 100.00 Note 1 100.00
(Samoa) Co., Ltd. (Note 1) (Note 1)
19. kaohsiung Airport Catering 14,329,759 35.78 - - 14,329,759 35.78
Services Ltd.
20. Global Sky Express Ltd. 250,000 25.00 - - 250,000 25.00
21 Asian Compressor Technology 7,732,200 24.50 . ; 7,732,200 24.50
Services Co., Ltd.

22. Science Park Logistics Co., Ltd. 13,293,000 26.00 - - 13,293,000 26.00

23. China Aircraft Services Limited. 28,400,000 20.00 - - 28,400,000 20.00

24. Jardine Air T inal Servi

arcine Alr ferminal services 12,000,000 15.00 - - 12,000,000 15.00
Limited

25. E | Holdi
> L;';reSt nvestment Holdings (Note 3) 13.59 - - (Note 3) 13.59

26. Chung-Hwa Express Co., Ltd. 1,100,000 11.00 - - 1,100,000 11.00

Note 1: This company has not issued shares.
Note 2: CAL-Asia Investments Inc. directly holds 14% stake, Taiwan Airport Service (Samoa) Co., Ltd. directly holds 14% stake.
Note 3: Includes 1,359,368 shares of common stock and 135,937 shares of preferred stock.
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IV. Capital Overview

4.1 Capital and Shares
4.1.1 Source of Capital

A. Issued Shares:

APR 24, 2017

Unit: Thousand shares; NTS thousands

Authorized Capital Paid-in Capital Remark
Month/ Par Approval Date and
Year VEL Shares Amount Shares Amount | Sources of Capital 2UEE AT [, (57
(NTS) Ministry of Economic
Affairs
Corporate Bond December 8, 2015
12/2015 10 6,000,000 60,000,000 | 5,470,000 | 54,700,000 Conversion Jing-Shou-Shang-Zi No.
NTS 86,169,930 10401250360

Note: There was no “Capital Increase by Assets Other than Cash”.

B. Type of Stock:

APR 24, 2017; Unit: Thousand shares

Authorized Capital

Share Type

Issued Shares

Un-issued Shares

Total Shares (Note)

Remarks

Common Stock
Inscribed

5,470,891

529,110

6,000,000

Listed Stocks

Note: On June 18, 2014, the Company approved revision to the Articles of Association at the Shareholders’ Meeting that

adjusted the total authorized capital to 7 billion shares.

4.1.2 Status of Shareholders

APR 24, 2017; Unit: shares

ltem Government Financial Other Juridical | Foreign Institutions & | Domestic Natural Total
Agencies Institutions Persons Natural Persons Persons
Number of 4 25 281 734 132,886 133,930
Shareholding 519,750,824|  143,588,934|  2,486,712,419 828,376,150  1,492,461,822 5,470,890,149
% 9.50% 2.62% 45.46% 15.14% 27.28% 100.00%
4.1.3 Shareholding Distribution Status APR 24, 2017; Unit: shares
Class of Shareholding Number of Shareholders Shareholding Percentage(%)
1-999 35,682 11,972,809 0.22%
1,000-5,000 57,419 140,181,013 2.56%
5,001-10,000 17,250 138,524,423 2.53%
10,001-15,000 6,302 78,601,946 1.44%
15,001-20,000 4,693 87,338,256 1.60%
20,001-30,000 4,094 104,341,799 1.91%
30,001-40,000 2,060 73,648,752 1.35%
40,001-50,000 1,506 70,586,549 1.29%
50,001-100,000 2,662 194,486,013 3.55%
100,001-200,000 1,172 166,602,280 3.05%
200,001-400,000 500 141,368,647 2.58%
400,001-600,000 177 87,688,608 1.60%
600,001-800,000 81 57,334,317 1.05%
800,001-1,000,000 73 66,487,922 1.22%
1,000,001 or over 259 4,051,726,815 74.05%
Total 133,930 5,470,890,149 100.00%
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4.1.6 Dividend Policy and Implementation Status
A. Dividend Policy:

The CAL Articles of Association outlines the below dividend policy:

If the company makes a profit over the year, an amount of no less than 3% of the profit must be

distributed as employee compensation. If the Company has accumulated losses, funds must be

retained to offset the deficit.

The aforementioned employee compensation is primarily disbursed as stock or cash and the

resolution must be approved at a meeting of the Board of Directors with two-thirds of directors in

attendance and must receive support from half of participating members.

Should the Company make a profit over the year, said profit must first be used to pay all taxes and

offset accumulated losses, then 10% of the remaining amount is to be set aside as a legal reserve.

After setting aside or reversing a special reserve, any remaining amount along with accumulated

undistributed earnings shall be distributed as shareholder dividends and bonuses according to a

resolution drawn up by the Board and approved by the Shareholders’ Meeting that follows the

below principles:

(1) Not less than 50% of the amount shall be distributed as shareholder dividends and bonuses.
After pretax profits are deducted as outlined above, should the amount left not be sufficient for
distribution, the difference will be made up by accumulated undistributed profit.

(2) In the case of a yearly loss, depending on financial, operation, and management considerations,
all or part of the legal reserve may be distributed as new stock or cash as prescribed by law and
competent authority regulations.

(3) Dividends and bonuses are distributed as stock or cash, with cash dividends making up no less
than 30% of the total distributable dividends.

B. Proposed Distribution of Dividend:
The Deficit Compensation Proposal was approved by the Board of Directors on March 30, 2017,
which determined no dividends would be distributed for 2016.

C. No significant change in expected future dividend policy

4.1.7 Impact of Stock Dividends issuance on Company’s Business Performance
and Earnings per Share: Not Applicable.

4.1.8 Employees’ Compensation and Directors' Remuneration

A. Articles of Association regulations: See 4.1.6 Dividend Policy and Implementation
Status.

B.The basis for estimating the amount of employee compensation and director
bonuses, for calculating the number of shares to be distributed as stock bonuses,
and the accounting treatment of the discrepancy, if any, between the actual
distributed amount and the estimated figure, for the current period:

As stipulated in the Company’s Articles of Association, directors are not awarded bonuses. Should
the actual amount of employee compensation, due to Board of Director resolution prior to the
publication date of the annual individual financial statement, differ significantly from the estimated
value of employee compensation, the difference is charged to the earnings of the year making the
initial estimate. If there are changes in the amount after the publication of the annual individual
financial statement, the adjustment shall be recorded in the following year as a result of change in
accounting estimate.
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C. Board approved employee compensation and director bonus proposal:

(1) Amount of employee bonuses (including stock and cash) and director bonuses distributed. If the
actual amount distributed differs from the original estimated amount, the difference, reason, and
how this was handled should be disclosed:

On January 17, 2017, the Company’s Board of Directors approved the 2016 Employee
Compensation Proposal, which specified distribution of employee compensation totaling
NT$382,318,000. As stipulated in the Company’s Articles of Association, directors are not
awarded bonuses. If the above estimated amount is different from the actual distributed amount,
the adjustment shall be recorded in the following year as a result of change in accounting
estimate.

(2) The amount of any proposed distribution of employee stock bonuses, and the size of such an
amount as a percentage of the sum of the net income for the current period and total employee
bonuses: Not Applicable.

E. The actual employee compensation and director bonuses distributed for the
previous year (2015) (including number of shares distributed, value, and stock
price). Should there be a discrepancy with the proposed amount of employee
compensation and director bonuses, the difference, reason, and how this was
handled should be stated:

(1) Employee compensation: None.

(2) Director bonuses: Not Applicable.

4.1.9 Buyback of Treasury Stock: None.
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4.2 Bonds
4.2.1 Corporate Bonds:

APR 24, 2017

Corporate Bond Type

Domestic Unsecured
straight bond (102)

Domestic Unsecured
convertible bond (102)

Domestic Unsecured
straight bond (105-1)

Domestic Unsecured
straight bond (105-2)

Issue date

01/17/2013

12/26/2013

05/26/2016

09/27/2016

Denomination

NT$1,000,000

NT$100,000

NT$1,000,000

NT$1,000,000

Issuing and transaction location

Republic of China

Republic of China

Republic of China

Republic of China

Issue price

Par

Par

Par

Par

Total price

NT$10,900,000,000

NTS$6,000,000,000

NT$5,000,000,000

NT$5,000,000,000

Coupon rate

Tranche A: 1.60% p.a.;
Tranche B: 1.85% p.a.

0.00% p.a.

1.19% p.a.

1.08% p.a.

Tenor

Tranche A: 5 years
Maturity: 01/17/2018

Tranche B: 7 years
Maturity: 01/17/2020

5 years Maturity:
12/26/2018

5 years Maturity:
05/26/2021

5 years Maturity:
09/27/2021

Guarantee agency

Not applicable

Not applicable

Not applicable

Not applicable

Consignee

CTBC Bank Trust

CTBC Bank Trust

Hua Nan Commercial

Hua Nan Commercial

Certified lawyer

Kuo, Hui-Chi
(Hsi Endai Lawyer Office)

Chiu, Ya-Wen
(Handsome
Attorney-at-Law)

Department Department Bank Bank
Underwriting institution Not applicable KGI Securities YuanTa Securities MasterLink Securities
Kuo, Hui-Chi Kuo, Hui-Chi

(Ture Honesty
International Law
Office)

(Ture Honesty
International Law
Office)

CPA

Huang, Jui-chan, Chen,
Li-Chi (Deloitte &
Touche)

Not applicable

Huang, Jui-chan
(Deloitte & Touche)

Yang, Chen-Hsiu
(Deloitte & Touche)

Repayment method

Tranche A: Repayment
of 50% of the principal
in the fourth year and
the remaining 50% in
the fifth year

Tranche B: Repayment
of 50% of the principal
in the sixth year and the
remaining 50% in the
seventh year

According to the
offering of

Domestic Unsecured
convertible bond (102)
section 6

Repayment of 50% of
the principal in the
fourth year and the
remaining 50% in the
fifth year

Repayment of 50% of
the principal in the
fourth year and the
remaining 50% in the
fifth year

Outstanding principal

NT$8,200,000,000

NT$1,697,000,000

NT$5,000,000,000

NT$5,000,000,000

Terms of redemption or

According to the
offering of

bonds

None. Domestic Unsecured ~ [None. None.
d t "
advance repaymen convertible bond (102)
section 18 and 19
Restrictive clause None. None. None. None.
Name of credit rating agency,
rating date, rating of corporate [None. None. None. None.

As of the printing
date of this annual
report, converted
amount of
(exchanged or
subscribed)
ordinary shares,
GDRs or other
securities

Other
rights
attached

Issuance and
conversion
(exchange or
subscription)
method

Not applicable

NT$3,315,700,000

According to the
offering of

Domestic Unsecured
convertible bond (102)
section 8 and 9

Not applicable

Not applicable

Issuance and conversion,
exchange or subscription

method, issuing condition Not applicable (Note) Not applicable Not applicable
dilution, and impact on existing
shareholders’ equity
Transfer agent None. None. None. None.

Note: Based on an conversion price of NT$11.64 and assuming a full conversion of Company bonds, the shareholding ratios of the
three largest shareholders, China Aviation Development Foundation, National Development Fund(Executive Yuan), and
Chunghwa Telecom Co., Ltd., would go down from 48.45% to 47.19%. The ownership structure would not be significantly
changed nor would shareholder rights and interests be seriously impacted.
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4.2.2 Corporate Bonds Undergoing Private Placement: None.

4.2.3 Convertible Bonds:

Unit: NTS

Types of Corporate Bonds

Fifth Tranche of Unsecured Convertible Corporate Bonds

Year

The current year through

Iltem 2016 April 24, 2017
Convertib [Highest 112.00 106.50
le Bond

Market Lowest 100.20 100.50
Price Average 102.43 103.45

Conversion Price (Note)

12.24 (July 30, 2016 and earlier)
11.64 (July 31, 2016 and later)

11.64

Issuance date and conversion
price at the time of issue

Issued on December 26, 2013 with a

conversion price of NTS 12.24.

Issued on December 26, 2013
with a conversion price of
NTS 12.24.

Conv

ersion method

Issue new shares.

Issue new shares.

Note: Because a cash dividend was distributed in 2016, according to the terms of issuance and conversion for the
Company’s fifth tranche of unsecured convertible corporate bonds the conversion price should be adjusted.
Therefore on July 31, 2016, the conversion price was adjusted from NT$12.24 to NT$11.64.

4.2.4 Exchangeable Bond, Shelf Registration, Shelf Registration: None.

4.3 Other Securities-Related Issues

4.3.1 Preferred shares: None.

4.3.2 Global Depository Receipts: None.

4.3.3 Employee Stock Options: None.

4.3.4 Employee Restricted Stock: None.

4.3.5 Status of New Shares Issuance in Connection with Mergers and
Acquisitions: None.

4.4 Financing Plans and Implementation
As of April 24, 2017, the use of funds earned through previously issued securities are

progressing as planned and are in line with expected results.
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V. Operational Highlights

5.1 Business Activities
5.1.1 Business Scope
A. Main areas of business operations
(1) Air passenger transport and regularly-scheduled and non-scheduled international contract
charter flight services.
(2) Air cargo services.
(3) Ground handling services for international civil airports and transiting aircraft.
(4) In-flight merchandise sales.
(5) Provision of in-flight meal and beverage services and other related products.
(6) Laundry services for textiles and clothing used aboard aircraft and general laundry services for
the hospitality industry.
(7) Warehousing services for import, export, or transit cargo.
(8) Aircraft maintenance.
(9) Civil aviation personnel training.
(10) Other: In addition to permitted operations, the Company may engage in any other operations

not prohibited or restricted by law.

B. Revenue distribution Unit: NT$ thousands
roportion of Overall Business 2016
Item Net Revenue Proportion of Revenue
Passenger Revenue 95,282,373 68%
Cargo Revenue 35,721,425 25%
Other 10,075,309 7%
Total 141,079,107 100%

C. Main products

(1) Passenger service: Air passenger transport and regularly-scheduled and non-scheduled contract
international charter flight services.

(2) Cargo service: Transport services for cargo, courier, mail, and packages.

(3) Ground services: Handling of luggage and cargo, aircraft cleaning, and ground support
equipment.

(4) In-flight sales: Providing in-flight duty free sales services.

(5) Airline catering: Providing meal services to airlines.

(6) Warehousing and logistics services: Provide airfreight forwarding and logistics services.

(7) Aircraft maintenance services: Airframe, engine, and aircraft component maintenance.

(8) Tourism and leisure services: General hotel industry and travel services.

(9) Investment and leasing services: Engaged in real estate investment, building management, and
leasing.

(10) Civil aviation personnel training: Provide maintenance training courses, develop professional

maintenance personnel.
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D. Product Development

(1) All Non-Stop Flights on European Routes

With the introduction of new Airbus A350-900 aircraft into the fleet, non-stop flights to Amsterdam and
Rome have been added to our existing non-stop service to Vienna and Frankfurt. Now all four European
routes are non-stop and flown on the newly introduced aircraft. There are 16 flights each week and on
average two non-stop flights per day to Europe. In coordination with inter-European flights offered by our
codeshare partners, China Airlines provides the most-comprehensive Taiwan to Europe flight network of
any airline. This will attract more business travelers and tourists to visit Europe, further consolidating China
Airlines as the leader in the Taiwan to Europe airline market.

(2) Upgraded service on the A350: A feast for the senses at 30,000 feet
To enhance the unique identity of the China Airlines brand, the A350’s contemporary, next generation cabin
designs are complimented by different ambient lighting moods and feature distinctive boarding and
deplaning music and a bespoke fragrance. The Sky Bistro serves Tapas and other creative delicacies.
Together, these youthful, innovative features bring Europe to travelers before even taking off, creating a
whole new experience.

(3) Strengthening our long-haul and regional networks
In addition to adding aircraft to our long-haul fleet, CAL is also drafting a narrow-body aircraft introduction
plan in response to market demand growth. This will enhance the capacity of our route networks in North
America, Europe, Southeast Asia, and Northeast Asia. Not only can we provide Taiwanese customers with a
wider variety of choices, more convenient transfer flights will strengthen Taiwan’s position as a Northeast
Asia transit hub.

5.1.2 Industry Overview

A. State of the industry and future development

(1) Economic growth
According to the latest forecast published by Oxford Economics, the global economic growth rate in 2017
will be 2.6%, slightly higher than 2016’s rate of 2.3%, which shows higher optimism towards 2017 growth
than the previous year. However, Taiwan’s primary trading nations, China and Japan, are seeing slowed or
even near zero economic growth, so concerns remain about the overall economic growth momentum.

(2) Oil prices
Fuel costs make up the bulk of operating costs in the aviation industry and oil prices have decreased
significantly in recent years helping reduce operating costs in the industry and are expected to remain low in
the short term. Oil price fluctuations cannot be ignored and in December 2016, OPEC and non-OPEC oil
producing nations agreed for the first time to a global pact to limit supply. In the long term, international
fuel prices are still expected to rise.

(3) Air passenger market

According to the December 2016 International Air Transport Association (IATA) global aviation market
outlook report, from 2012 through 2015 global demand growth outstripped supply leading to higher
passenger load factors. Since then, however, rapid development of the air passenger transport market has
led to higher overall supply growth rates compared to demand growth. IATA estimates that in 2017 global
RPK (revenue passenger kilometers) will grow by 5.1%, while ASK (available seat kilometers) will grow 5.6%
leading to a downward trend in passenger load factors. This trend will also be seen in the Asia-Pacific region
with the estimated supply and demand growth rates reaching 7.6% and 7.0% respectively.

(4) Air cargo market
Due to weak air cargo demand in recent years and increased cargo capacity on passenger airliners, there is
continued oversupply in the air cargo market. IATA estimates that in 2017 cargo demand growth with reach
approximately 3.5% while AFTK (available freight tonne kilometers) will grow by 5.0% resulting in a
cautiously optimistic outlook regarding the overall air freight market development.
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B. Relationship between upstream, midstream, and downstream firms

The air transport service industry primarily provides transportation for passengers and cargo. These operations rely on

the support and assistance of upstream, midstream, and downstream industries that enable us to provide

comprehensive services and meet our customers’ needs.

(1) Upstream industries
Primarily aircraft, aircraft engine, and ground service equipment (such as towing vehicles and loading vehicles
and equipment needed on the apron) manufacturers. Currently, in addition to purchasing aircraft, Taiwanese
airlines also utilize leasing to add to their fleets, so the aircraft leasing industry is also an upstream industry for
air transport providers.

(2) Midstream industries
Primarily airlines themselves and related support industries such as the oil industry that provides aviation fuel,
the aircraft maintenance industry that repairs and maintains airlines’ aircraft and components, and the airline
catering industry that provides in-flight meals. In response to the changing needs of downstream industries, the
air transport industry’s strategic adjustments in their operating scale, fleets, or flight networks will also affect
the development of upstream industries.

(3) Downstream industries
In terms of passenger transport, the air transport industry primarily serves the public and travel agencies, while
cargo transport services are provided to the courier and freight forwarding industries. As a member of the air
transport industry, the needs of downstream customers are at the core of the CAL’s product and services
planning. Our mission is to provide safe, convenient, and comprehensive services.

C. Product development trends

(1) Air cargo market liberalization, airlines continue to add capacity

As integration within the global airline industry becomes more mature, air cargo liberalization is expanding
within the Asia-Pacific region. The USA, Japan, Singapore, Malaysia, and Thailand have already opened their
skies to Taiwanese carriers. In recent years, Korea, Vietnam, and the Philippines have considerably relaxed
regulations, enabling further expansions in destinations and capacity. However, in addition to domestic airlines
continuing to expand their networks, low-cost and foreign carriers are also adding capacity making the industry
increasingly competitive. China Airlines is fully aware of these trends and will continue to develop new
business opportunities and expand market share.

(2) Taiwan Taoyuan Airport expansion, a new East Asian hub
In recent years, the government has aimed to develop Taiwan Taoyuan Airport into an East Asian transit hub.
In addition to actively expanding policies and freedoms of the air, the R.0.C. government promulgated the
“Taoyuan International Airport Park Master Conceptual Plan” and “Implementation Plan” in 2011 and 2012
respectively and successively launched Terminal 1 renovations, airport roadway improvements, and plans for
Terminal 3 and satellite terminal, and a third runway. China Airlines is working in coordination with
government policies to gradually expand fleet capacity and create a new transfer hub in Asia.

(3) Future freight sources, the rise of new industries and emerging markets
Impacted by a weak global economy and sluggish international trade, short-term air cargo growth is limited.
This is especially true for semiconductor and electronic components, which make up the bulk of air cargo, but
whose growth has recently fallen sharply. However, emerging industries such as e-commerce, cold chain
logistics, and biotechnology medical products and emerging markets including ASEAN nations, India, and
Central America are bucking these slowing trends. CAL will take advantage of our third highest cargo capacity
in Asia to establish an Asia-Pacific cargo transshipment center and grow Taiwan’s share of the air cargo market.

(4)Increased passenger aircraft payload, improved cargo carrying capacity

With advances in aeronautic engineering, the capacity of passenger airliner cargo holds have increased
dramatically. Compared to the 747-400, the new 777-300ER airliner can hold 45% more cargo. Other airlines in
the industry also primarily utilize passenger airliner cargo capacity and will need to adjust dedicated cargo
plane capacity in line with these market changes. In the first half of 2016, all of China Airlines’ 10 new
777-300ER passenger aircraft came online, while the new A350s were also gradually introduced in the second
half of the year. In the future, we will strive to make the most efficient possible use of lower-hold space on
airliners.
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D. Product competition
China Airlines primarily operates international passenger and cargo air transport services. Because of our
continued focus on stable revenue and cost controls, CAL is not only the Taiwan market leader, but also an
important player on the international stage. According to R.O.C. Civil Aeronautics Administration statistics, China
Airlines is the market leader in both passenger and cargo air transport. Also, released in 2016, the IATA 2015
international passenger and cargo capacity rankings showed that China Airlines was 33rd in the world and 11th in
the Asia-Pacific region for passenger air transport with 36.533 billion Revenue Passenger Kilometers (RPK). While
cargo capacity reached 5.343 billion Freight Revenue Ton Kilometers (FRTK) earning China Airlines 10th place
globally and 4th place in the Asia-Pacific region.

Taiwan National Airlines International and Cross-Strait Market Share for Passengers and Cargo in 2016

Airline Passenger Cargo
China Airlines 25.04% 38.12%
EVA Air 21.48% 24.84%
TransAsia Airways 3.18% 0.56%
Mandarin Airlines 2.61% 0.86%
UNI Air 1.50% 0.50%

Far Eastern Air Transport 0.45% -
Tigerair Taiwan 2.72% 0.04%

V Air 0.83% -
Other-Foreign Carriers 42.19% 35.08%

Source: Civil Aeronautics Administration Monthly Statistics from January to December 2016 - Taiwan National Airlines

International and Cross-Strait Market Share for Passengers and Cargo

IATA Global International Route Passenger and Cargo Rankings 2015

Passenger (Passenger-Kilometers) Rankings Cargo (Ton-Kilometer) Rankings
Unit: 1 million Unit: 1 million
1 |Emirates 251,190 1 |Emirates 12,157
2 |United Airlines 145,543| 2 |[Cathay Pacific Airways 9,935
3 |Lufthansa 141,329| 3 |Korean Air 7,733
4 |British Airways 137,455| 4 |Qatar Airways 7,660
5 |Delta Air Lines 133,949| 5 [|Federal Express 7,242
6 |Air France 131,281| 6 |Lufthansa 6,884
7 |Ryanair 125,194| 7 |Cargolux 6,309
8 |American Airlines 113,965| 8 |[Singapore Airlines 6,083
9 |Cathay Pacific Airways 108,868| 9 |United Parcel Service 5,412
10 |[Qatar Airways 108,327] 10 [China Airlines 5,343
11 |[Turkish Airlines 101,359| 11 |Air China 4,644
12 |Singapore Airlines 93,623| 12 |Etihad Airways 4,400
13 |KLM 93,159| 13 |AirBridgeCargo Airlines 4,069
14 |Etihad Airways 83,227| 14 |British Airways 4,050
15 |easylet 74,583| 15 |China Southern Airlines 3,768
16 |Qantas Airways 73,211| 16 |China Eastern Airlines 3,720
17 |Korean Air 68,224 17 |Asiana Airlines 3,578
18 |Air Canada 61,968 18 |EVA Air 3,575
19 |Thai Airways International 56,876 19 |KLM 3,567
20 |Air China 52,605| 20 |Air France 3,415
21 |China Southern Airlines 46,976| 21 |All Nippon Airways 3,324
22 |Aeroflot Russian Airlines 46,794| 22 |Polar Air Cargo 3,205
23 |Lan Airlines 42,300| 23 |Nippon Cargo Airlines 2,941
24 |lberia 41,883| 24 |United Airlines 2,911
25 |Air Berlin 41,039| 25 |American Airlines 2,789
26 |China Eastern Airlines 39,558| 26 |Turkish Airlines 2,699
27 |All Nippon Airways 39,032 27 [Lan Airlines 2,695
28 |Norwegian 37,749| 28 |Delta Air Lines 2,505
29 |Japan Airlines 37,646| 29 |[Thai Airways International 2,065
30 |Asiana Airlines 37,466 30 |Qantas Airways 1,791
31 |Virgin Atlantic Airways 36,665 31 |Japan Airlines 1,784
32 |[Saudi Arabian Airlines 36,555 32 |Saudi Arabian Airlines 1,725
33 |China Airlines 36,533] 33 |Malaysia Airlines 1,680

Source: IATA WATS 2016
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B. Long-term Development
(1) Passenger
* Optimize Long-Haul Routes, Increase Australia and New Zealand Capacity
Beginning in December 2016, all European routes are serviced by exclusively non-stop flights aboard our new 359
airliner, one of the most advanced in our fleet. The 359 is known as the “most technologically advanced, most energy
efficient, most environmentally friendly, most spacious, and quietest” aircraft and will give CAL a great advantage in
future operations. These enhancements to our European offerings will attract business travelers and upgrade our
overall corporate image. In May 2016, New York flights were increased from three to five per week to provide
Taiwanese travelers with more options to reach the Eastern US. In the future, mainland Chinese travelers can also take
advantage of added flights making travel to and from Southeast Asia via Taiwan more convenient.

® Launch of “Let’s Go” in response to low cost competition
According to the Centre for Asia Pacific Aviation (CAPA) statistics, Low Cost Carriers (LCC) had a 13.4% share of the
Taiwan market in 2016 compared to only 3.6% in 2012. In view of this fierce competition, CAL launched the new fare
product “Let’s Go” for short-haul flights on May 25, 2016. Tickets are sold exclusively on the China Airlines website and
exclude a free baggage allowance. “Let’s Go” not only provides passengers with another option when purchasing
tickets, it can expand market share by attracting customers with different needs who may not otherwise consider
China Airlines.

* Optimized Services, Warming Passengers’ Hearts
Originally, only the few Hong Kong flights scheduled around dinnertime featured hot meal service. Most flights only
offered HOT PACK snack service. To strengthen the quality of cabin service and raise our competitive advantage,
beginning in August 2016, all Hong Kong flights resumed hot meal service. We continually work to enhance our
offerings to keep up with international trends and attract more travelers to fly China Airlines. From July 2016, baggage
allowances were increased for zones on the weight system, which include Asia (Southeast Asia, Northeast Asia, and
Mainland China), Australia and New Zealand, and Europe. Economy passenger allowances were increased from 20 to
30 kilograms, premium economy increased from 25 to 35 kilograms, and business class increased from 30 to 40
kilograms.

(2) Cargo
* Optimize Global Channels, Develop High Yield / High Growth Cargo Sources
Through strategic cooperation and customer relationship and performance management, we can strengthen
cooperation with major global freight forwarders and achieve stable cargo volumes. CAL will increase revenue by
expanding high yield services (such as courier cargo, special cargo, cold chain products, and charter flight services) and
increase cross-strait and global e-commerce and mail cargo volumes.

® Increase Code Share / Alliance Cooperation, Expand Cargo Route Network and Strengthen
Cargo Information Development
To build our business in emerging cargo markets such as ASEAN nations, India, Mexico, and Brazil, China Airlines will
strengthen code-share cooperation to expand our service network. Working with SkyTeam Cargo, we will jointly
develop a courier cargo transport platform to improve transshipment efficiency and expand our flight network.
Additionally, through the integrated and real-time information provided by upgraded Cargo Business / Service
Information Systems, internal operating efficiency, customer service quality, and customer satisfaction will increase.
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5.2 Market and Sales Overview

5.2.1 Market Analysis

A. Main Sales (Service) Region
Overview of Company passengers/cargo (RPK/FRTK, REV) by region and passenger and cargo
transport market share over the past two years:

(1)Passenger routes:

Item 2015 2016
No. of RPK Revenue No. of RPK Revenue

Area Passengers (Million) (NTS Million) Passengers (Million) (NTS Million)

Trans-Pacific 1,285,491 11,137 17,720 1,386,818 12,280 18,571
Europe 635,100 4,492 7,758 601,381 4,328 7,063
South-East Asia 3,340,271 8,240 16,529 3,450,709 8,457 16,385
Domestic 901,340 312 1,529 1,000,915 254 1,574
Hong Kong 2,707,661 2,074 7,459 2,738,184 2,096 7,594
North-East Asia 4,477,364 8,021 24,287 5,142,683 9,275 25,042
Oceania 466,570 2,204 3,812 558,714 2,795 4,542
Mainland China 2,841,285 2,900 15,868 2,702,393 2,698 14,511
Total 16,655,082 39,380 94,962 17,581,797 42,183 95,282

Note 1: Revenue passenger kilometers (RPK) equal the total number of revenue passengers multiplied by the flight
distance travelled (kilometers).
Note 2: The above data includes scheduled flights, charter flights, and extra flights.
Note 3: The above data includes Mandarin Airlines and Tigerair Taiwan.
(2) Cargo routes:

Item 2015 2016
FRTK Revenue FRTK Revenue
Area (Million) (NTS Million) (Million) (NTS Million)
Trans-Pacific 3,624 24,644 3,500 20,547
Europe 708 4,698 716 4,625
South-East Asia 697 6,435 718 6,034
North-East Asia 167 1,911 185 1,842
Oceania 70 484 72 481
Mainland China 123 2,121 135 2,192
Total 5,389 40,293 5,326 35,721
Note 1: Freight revenue ton-kilometer (FRTK) equals the revenue cargo load (tons) multiplied by the flight distance
travelled (kilometers).
Note 2: The above data includes scheduled flights, charter flights, and extra flights.
Note 3: The above data includes Mandarin Airlines and Tigerair Taiwan.
B. Market Share (%) of Major Product Categories in the Last Two Years
Year Passengers Cargo
Airline 2015 2016 2015 2016
China Airlines 26.74% 25.04% 37.89% 38.12%
EVA Air 20.90% 21.48% 26.24% 24.84%
TransAsia Airways 3.45% 3.18% 0.51% 0.56%
Mandarin Airlines 3.02% 2.61% 0.81% 0.86%
UNI Air 1.57% 1.50% 0.41% 0.50%
Far Eastern Air
Transport 0.66% 0.45% - -
Tigerair Taiwan 1.37% 2.72% 0.04% 0.04%
V Air 0.46% 0.83% - -
Other — Foreign
Carriers 41.83% 42.19% 34.10% 35.08%

Source: Civil Aeronautics Administration Monthly Statistics from January to December 2015 and 2016 - Taiwan National

Airlines International and Cross-Strait Market Share for Passengers and Cargo
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C. Market Analysis of Major Product Categories
(1) Passenger
The overall demand for air travel to and from Taiwan is expected to grow by 3.8% in 2017 compared to 2016. Supply is expected
to rise 2.1% over that period. Regional routes, impacted by government and economic factors, are expected to grow by 3.3%,
while overall capacity with remain relatively flat with just 0.6% growth, which is expected to push the overall load factor to 81%,
an increase of three percentage points over last year. With both national and Middle Eastern carriers increasing capacity,
long-haul route supplies are expected to increase by 16.3% which will also help push demand growth to 10.5%. However, supply
growth is still rising faster than demand, so the overall passenger load factor is expected to fall.

(2) Cargo

In 2017, the Asian export market is expected to rise by just 1.7% and several political and economic factors (Brexit, European
refugee crisis, slower than expected US economic recovery) threaten economic growth, so concerns remain about overall cargo
demand growth. With downbeat forecasts for the Asian market in 2017, dedicated cargo plane capacity will remain flat. However,
with the increase in passenger capacity, the added cargo capacity in passenger airplanes will result in an overall cargo market
supply increase of 2.7%, with a 7.8% capacity increase coming from passenger plane cargo holds and only a 0.1% increase in
cargo plane capacity. Looking to the overall cargo market in 2017, supply will continue to outstrip demand and the average cargo
load factor is expected to decrease by 0.7 percentage points while earnings for the unit are also predicted to continue to fall.

D. Competitive Niche
(1) Next Generation Long-Haul Fleet Taking Shape
China Airlines’ 10 Boeing 777-300ER next generation design airliners all entered service in the first half of 2016.
Additionally, in the second half of the year, deliveries began on the Company’s 14 new Airbus A350-900. With these new
introductions, the fleet lineup is younger and the next generation design concepts help promote Taiwanese culture on
the world stage. This transformation retains the soul of China Airlines while bringing the airline into a new era and
provides long-haul route passengers with an entirely new experience.

(2) Extensive Route Network, Leader in the Region and Australia/New Zealand Markets
China Airlines has operated in the airline industry for 57 years. Our passenger transport routes span 81 destinations in 22
countries across Europe, the Americas, Asia, and Australia, while our cargo transport serves 96 destinations in 29 countries (as of
December 31, 2016). Together these routes form a dense passenger and cargo transportation network. The Company is also
actively expanding Australia/New Zealand and regional routes, which include cross-strait and Northeast and Southeast Asia flights.
China Airlines enjoys the highest market share for regional flights of any airline.

(3) A Leader in Collaboration
In addition to our own routes, China Airlines was the first Taiwanese airline to join a global airline alliance and develop code-share
flights with other carriers. Currently the Company already operates code-share flights with 19 airlines, the highest of any
Taiwanese carrier. China Airlines is actively growing our global footprint to enable passengers to utilize our extensive route
network to easily travel between Taiwan and cities around the world.

(4) Variety of Innovative Marketing Strategies
Mobile technologies have changed both the way passengers purchase tickets and the overall travel experience. China
Airlines is actively developing a variety of new marketing and sales strategies: new Dynasty Package travel products,
optimized production and marketing channels, and innovative promotions. Using a variety of resources, the Company is
improving product competitiveness and increasing added value. Themed charter flights, new backpacking holidays, CI
Mobile App, and online customer service through the China Airlines WeChat and Facebook accounts will attract more
young customers and build buzz for the airline.
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E. Corporate Governance and Policies
(1) Corporate Human Rights Policy
China Airlines respects and abides by internationally-recognized human rights norms and principles. The Company firmly
believes that respect for and protections of human rights are the foundation upon which to build sustainable operations.
Therefore, China Airlines’ human rights policy, implemented at the Company and its subsidiaries, focuses on respect,
protection, assessment, and compensation for any employee or customer who may experience a human rights violation.
In addition, we expect and require that China Airline’s suppliers and contractors follow the spirit and basic principles

outlined in our policy.

(2) Sustainable Supply Chain Management
In order to achieve sustainable supply chain management goals, in 2015 China Airlines established a supplier code of
conduct covering legal compliance, human rights and labor conditions, occupational health and safety, environmental
protection, fair trade and ethics, quality and safety, and cyber security. To enhance the sustainability of a large number of
CAL suppliers, in 2016 we further required suppliers to sign the code of conduct and together commit to developing a
sustainable industry environment and working towards common prosperity. In 2016, China Airlines was also included as a
constituent stock in the DISI Emerging Markets Index, achieving the highest score in the industry for supply chain

management.

(3) Environmental Sustainability Management
China Airlines is committed to environmental sustainability management, as the environment is a key factor in achieving
sustainable operations. In 2007, we drafted environmental and energy management principles. In 2011 the dedicated
Environmental Department and Environmental Committee were established. Each quarter, our President reviews
environmental and energy management performance and sets up incentives. In 2013, China Airlines released an
environmental and energy policy statement and was the first airline in Taiwan to establish a dedicated environmental

organization and establish related policies.

(4) Corporate Social Responsibility
China Airlines is deeply aware that our success is solely thanks to public support and we have long been committed to
giving back to our community. Bringing value to the community we serve is an important part of our strategy to achieve
sustainable development. Through a variety of public welfare programs, China Airlines supports disadvantaged groups,
nurtures new sporting talent, and helps cultivate the next generation of young people, thereby also creating the greatest

value for our customers, shareholders, and employees.

(5) Enterprise Risk Management Architecture and Process
China Airlines understands the importance of proper risk management and pays special attention to the potential
interaction between risks. Referencing Enterprise Risk Management (ERM) related literature and practices, while also
considering the specific environmental and operational characteristics of the airline industry, we found that the three
main sources of risk for the industry are: safety, operational, and financial risk. Using the four ERM steps of risk
identification, risk analysis, risk assessment, and risk control, the Company identified the potential risk events in these
three risk sources. These are then analyzed and evaluated according to the probability of occurrence and severity to
distinguish the degree of risk for each event. Finally, for high risk events, the Company developed a response program to

mitigate operational impact.

F. Favorable and Unfavorable Factors in the Long Term
(1) Favorable Factors
® Although at the end of 2016 OPEC and non-OPEC oil producing nations agreed for the first time to a global pact to limit
supply and in the long term oil prices are expected to rise, over the short term oil prices should remain low to the

benefit of the global aviation industry.
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5.2.4 Major Suppliers and Clients

A. Major Clients in the Last Two Calendar Years:
CAL is a member of the airline industry and clients are members of the general public.
B. Major Suppliers in the Last Two Calendar Years:
CPC Corporation, Formosa Petrochemical Corporation etc.

Unit: NTS thousands

2015 2016 2017 (As of March 31)
Item Relati Relati Relati
Company on Company on Company on
Name Amount % with Name Amount % with Name Amount % with
Issuer Issuer Issuer
CPC CPC CPC
1 13,630,688 10.90 | None 11,593,459 9.42 | None 3,366,269 | 10.20 | None
Corporation Corporation Corporation
Formosa Formosa Formosa
2 | Petrochemical 3,801,458 3.04 | None | Petrochemical 3,193,911 2.60 | None |Petrochemical 1,035,938 3.14 | None
Corporation Corporation Corporation
Other 107,610,673 86.06 Other 108,285,831 | 87.98 Other 28,594,878 | 86.66
Net Total 125,042,819 | 100.00 Net Total 123,073,201 | 100.00 Net Total 32,997,085 | 100.00

Reasons for changes:

Fuel is the Company’s primary operating expense. Overall, purchases have remained stable.

5.2.5 Production in the Last Two Years

Unit: thousand kilometers

Capacity and Traffic e 2015 2019 Rat(echf:rlgz:sr:;lse
Available Seat Kilometers (ASK) 50,125,745 54,192,310 8.11%
Revenue Passenger Kilometers (RPK) 39,379,835 42,183,064 7.12%
(%) 78.56% 77.84% -0.72 ppt
Freight Available Ton Kilometers (FATK) 7,608,117 7,669,755 0.81%
Freight Revenue Ton Kilometers (FRTK) 5,388,800 5,325,986 -1.17%
(%) 70.83% 69.44% -1.39 ppt
Available Ton Kilometers (ATK) 12,113,673 12,535,724 3.48%
Revenue Ton Kilometers (RTK) 8,928,878 9,114,419 2.08%
(%) 73.71% 72.71% -1.00 ppt

Note 1: The above data includes scheduled flights, charter flights, and extra flights.

Note 2: The above data includes Mandarin Airlines and Tigerair Taiwan.

Reasons for Changes:

CAL is a member of the airline industry. In 2016, the Company increased passenger capacity resulting in
ASK and RPK increases compared to 2015. In addition, RPK and FRTK increased less than ASK and FATK,
so the passenger and cargo load factors decreased slightly.
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5.2.6 Shipments and Sales in the Last Two Years

Unit: thousand kilometers; NTS thousands

e 2015 2016
RPK/FRTK Amount RPK/FRTK Amount
Passenger Revenue 39,379,835 94,962,055 42,183,064 95,282,373
Cargo Revenue 5,388,800 40,292,840 5,325,986 35,721,425
Other Operating Revenue - 9,801,322 - 10,075,309
Total - 145,056,217 - 141,079,107

Note 1: The above data includes scheduled flights, charter flights, and extra flights.

Note 2: The above data includes Mandarin Airlines and Tigerair Taiwan.

Reasons for Changes:
Sales for passenger operations rose in 2016 over 2015. In 2016, increased passenger capacity resulted in
increased volume and revenues. In the first quarter of 2015, the US West Coast port closure pushed up
cargo demand and raised rates. Also, due to lower oil prices, 2016 fuel surcharges were lower than in
2015. These factors resulted in lower net cargo revenue than the previous year.

5.3 Human Resources

Year 2015 2016 APR 24, 2017
Number Male 6,419 6,554 6,562
Emp‘;(f)yee Female 6,008 6,094 6,121
s Total 12,437 12,648 12,683
Average Age 40.00 40.20 40.11
Average Years of Service 12.70 12.90 12.98
PhDs 0.11% 0.11% 0.11%
Master’s Degrees 9.73% 10.34% 10.35%
Education Bachelor’s Degrees 82.94% 82.74% 82.75%
Senior High School 6.69% 6.25% 6.30%
Below Senior High School 0.53% 0.56% 0.49%

5.4 Environmental Protection Expenditure
5.4.1 Total Losses and Penalties: None.
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5.4.2 Company Countermeasures to Future Environmental Protection Issues

A. ISO 14001 Environmental Management System and ISO 50001 Energy Management
System
The Company’s corporate environmental management mechanism has introduced the
internationally accepted ISO 14001 Environmental Management System (EMS) and ISO 50001
Energy Management System (EnMS) standards and their PDCA management cycle to
comprehensively identify and manage environmental and energy issues arising from business
activities. The systems cover flight operations, maintenance, logistics, and administrative support.
With the rise of corporate benchmarking, China Airlines has not only implemented an internal
self-auditing mechanism, each year we also commission an international auditing team to certify the
Company under I1SO 14001 and I1SO 50001 standards. The scope of ISO 14001 certification covers our
maintenance facility, CAL Park Headquarters, and the Taipei and Kaohsiung Branches. 1ISO 50001
energy management system certification covers CAL Park and our maintenance facility. The 2016
third-party audit was completed on December 15, 2016.
China Airlines is the second airline globally and the first in Taiwan to receive both ISO 14001 and ISO
50001 certification and the scope of certification is the broadest of any airline in the country.

B. Environmental KPI Controls

The Company’s five major Environmental Management Committees and the Carbon Management
Taskforce have adopted and implemented environmental KPI (key performance indicators). The
annual review by the Environmental Committee, convened and chaired by China Airline’s President,
encourages all divisions to implement environmental protections.

In 2016, a total of 64 KPI were completed and carbon emissions were reduced by 9,133 tons of CO2e
through conservation of aviation fuel, energy, and vehicle fuel. In 2017, we set up a further 59 KPI
and expect to reduce emissions by 105,582 tons of CO2e over the year.

C. Environmental Management Inspection Mechanism

As part of the Company’s environmental management inspection mechanism, each unit performs a
stage one environmental management self-audit then Company headquarters performs a stage two
audit. Through this double audit system, we can ensure that environmental management is
implemented from the ground up within each unit.

Stage two audits (including corrective/preventive measures and inspection) were completed in the
second and fourth quarters of 2016. In addition to carrying out audits according to the inspection
checklist, auditors also review areas of concern from previous audits, environmental and energy KPI
implementation, and any corrective or preventive measures listed on the Taoyuan Department of
Environmental Protection audit result.

D. Employee Environmental Education and Training

In order to comprehensively implement Company environmental policies, environmental
management procedures, and increase employee environmental awareness, China Airlines offers
employee environmental education and training. CAL headquarters holds training regarding
environmental policies and systems, while each individual unit holds environmental training as it
pertains to its own operations. Such training can promote a higher level of ecological awareness and
concern for our Earth among employees and build a culture of environmental sustainability at the
Company. Between 2013 and 2015, all employees in the Taiwan region received training and in 2016
trainings were held at Company out-stations around the world and for foreign employees.

E. Carbon Inventory and Reduction Project
(1) Annual GHG (greenhouse gas) Inventory
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In accordance with ISO/CNS 14064-1 standards, the Company began performing an annual GHG
inventory in 2009 covering flight, ground service, and administrative operations, which is verified
by a third party.
In April 2017, third-party verification on our 2016 inventory was completed and we received
Reasonable Assurance certification. In 2016, verified GHG emissions totaled 7,067,935 tons of
CO2e.

(2) EU ETS (European Emission Trading Scheme)
In accordance with new EU regulations in effect April 2014, in March 2017 the Company
completed carbon dioxide emissions inventory and verification for 2016 intra-EU flights. The
verified results are as follows: 102 flights, carbon dioxide emissions equaled 3,260 tons. The
annual carbon rights allocated to the Company by the EU for the period 2013 — 2016 equaled
7,157 tons per year, so 3,897 tons of the allowance remained unused in 2016.

F. Participation in an International Environmental Research Project
The Company took part in the Pacific Greenhouse Gases Measurement Project (PGGM) in
collaboration with the Environmental Protection Administration, National Central University, and
the EU’s IAGOS-ERI program. In June 2012 and July 2016, IAGOS equipment was installed on our
B-18806 and B-18317 aircraft to automatically collect atmospheric gas data during flight, which is
provided to important research groups in Taiwan and overseas to detect and understand
high-altitude gas changes and perform other environmental research. From July 1, 2012 through
December 31, 2016, atmospheric data was collected during 3,559 flights. With the help of China
Airlines, this project will contribute to global ecological protection efforts and raise Taiwan’s
environmental profile.
In accordance with the needs of the Environmental Protection Administration Project Team, the
Company expanded the scope of cooperation with PGGM. In July 2017 we will install IAGOS
equipment on B-18316, then B-18316 and B-18317 are expected to continue collecting data until
2027.

G. Building and Energy-Efficient, Environmental Fleet

In planning our new fleet, the primary concern was to select planes that met international flight
noise and emissions standards while also prioritizing fuel efficient models.

Since the first delivery in September 2014 of our new fuel-saving Boeing 777-300ER models, we
received a total of eight such planes through the end of 2015. In 2016, we took delivery of an
additional two planes bringing the total to 10.

In 2016, we received four Airbus A350-900 and will receive a further ten planes between 2017 and
2018 for a total of 14.

H. Promote Continuous Improvement in Maintenance Operations
(1) Maintenance Facility Environmental Management Team

The maintenance facility established an Environmental Management Committee, in which an
assistant vice president-level manager serves as Environmental Management representative. The
Committee is made up of members employed in the maintenance facility and
environmental-related units. Through the committee platform, the effectiveness of maintenance
facility environmental management is regularly monitored and reviewed to meet legal
requirements, international trends, company policies, and our corporate social responsibilities.

(2) Establishing Maintenance Facility Environmental KPI
Each year, the maintenance facility sets environmental KPI in accordance with Company goals and
in consideration of potential maintenance facility environmental impacts. The KPI include fuel,
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energy, and water conservation, green procurement, waste recycling, and environmental
education and training. Each goal is regularly monitored and reviewed by the Environmental
Management Committee to continuously improve environmental management and keep up with
domestic and international environmental protection trends.

(3) Continue to Implement Maintenance Facility ISO 14001 Environmental Management System/ISO
50001 Energy Management System
In accordance with 1SO014001 and ISO 50001 provisions, the maintenance facility completed the
management systems’ PDCA model in the areas of environmental policy establishment,
environmental management document formulation, environmental assessment, environmental
objective setting, education and training, environmental performance assessment, internal

auditing, and environmental management review. Each year these efforts are certified by a
third-party auditor.

(4) Air Pollution Control
Each year air pollution emissions testing is performed on the heating boilers in our maintenance
facility’s engine plant and plating factory based on related standards and regulations and a

quarterly air pollution control fee declaration is made (because the facility uses super diesel, no
inspection is required, but a declaration must be made).

(5) Wastewater Treatment

Our maintenance facility wastewater treatment plant treats wastewater produced by airplane
cleaning, paint stripping, and plating. The plant has obtained a wastewater discharge permit and
our water pollution prevention measures program has been updated to meet legal regulations.

Improvements are implemented and equipment added as necessary to ensure compliance with
new environmental regulations.

(6) Waste Disposal
Waste produced by the maintenance facility is sorted and stored as required by law into recycling,
reusable waste, and industrial waste then collected by EPA-approved recyclers and waste disposal
companies. Maintenance facility units perform scheduled reviews to ensure the legality of the
final disposal. The waste disposal program is updated regularly as required by law and each year’s
actual waste amount is updated and declared. Soil and groundwater remediation fees are paid
based on the latest laws and the declared amount of waste produced.

(7) Procurement
The maintenance facility has received all necessary authorizations for the toxic chemicals
purchased and in use, which are properly stored, labelled, managed, and declared. In order to
maintain compliance, improvements to these processes are implemented, new equipment added,
and applications for revisions are made based on the latest environmental laws and regulations.

(8) Airport Noise Control
In order to control employee noise exposure while working on the apron, the Company regularly
commissions professional testing organizations to perform operating environment noise
inspections at the Taipei Taoyuan and Kaohsiung Airports. The Company purchases and distributes
hearing protection equipment to protect employees working on the apron from hearing loss. As
required in the Civil Aviation Law of The Republic of China, CAL pays aviation noise control fees
(see below table) and supports related education campaigns implemented by the authorities.
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5.4.3 Countermeasures Unit: NT$ thousands

Item
2016 2017 2018 2019
Year
Environmental protection equipment and maintenance
. o 13,993 13,000 13,000 13,000
costs (does not include depreciation)
Fees for wastewater equipment regular sampling
. . . . . - 262 260 260 260
inspections by inspection agencies and permitting
Waste disposal costs 4,164 4,100 4,100 4,100
Aviation noise control fees (paid to the terminal based
. . 185,864 185,000 185,000 185,000
on airplane model and number of flights)
Fees for establishment of an environmental control
) ) 5,881 5,500 5,500 5,500
system and strategic research project
Green procurement 13,385 13,000 13,000 13,000

5.4.4 Effect of Environmental Expenditures on Earnings
Energy-saving equipment and improved management expenditures reduce both Company energy use
and operating costs.

5.4.5 Effect of Environmental Expenditures on Competitiveness
Environmental performance has already become an important benchmark in achieving corporate social
responsibility. With the rise of green consumers, actively investing in environmental improvements can
positively affect our competitive position and improve brand image.

5.5 Labor Relations
5.5.1 List of employee benefits, training, retirement program, and status of their
implementation, and labor-management agreements and protections of
employee rights and interests
A. Good Labor-Management Relations
On May 4, 1988, the China Airlines Union was established. On July 29, 2011, in accordance with
revisions to the Labor Union Act, it was renamed the China Airlines Employee Union. In 2002, a
collective agreement was signed between labor and management, which is regularly negotiated and
renewed. Since its inception, the agreement has played a role in promoting harmonious relations
between labor and management.
B. Retirement Program and Pension Preparations
(1) Labor Standards Act Old Pension System: The Company’s Labor Retirement Reserve Oversight
Committee was established in June 1987. All allocations and payments under the old pension
system are made in accordance with the Labor Standards Act.
(2) Labor Pension Act New Pension System: As stipulated in the Labor Pension Act, since July 2005
the Company has made monthly deposits for each employee on the new system to the Bureau of
Labor Insurance.
C. Labor-Management Communications
(1) Units within the Company with a relatively large number of employees, such as the maintenance
facility, Ground Services Division, Cabin Crew Division, Flight Operations Division, and Taipei and

Kaohsiung Branches hold regular communication meetings. In addition, elected employee and
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union representatives attend monthly company-wide labor-management conferences to improve
understanding and communication.

(2) From March 2015 through the end of May 2016, each unit held regular Town Hall Meetings
during which division senior vice presidents or vice presidents met with employees to exchange
opinions. The more than 1,000 issues mentioned by employees regarding their work environment,
rights and interests, salary, and benefits received timely responses.

(3) Establish an employee complaint mechanism and channels to ensure proper response:

When employee rights have been violated or a situation is improperly handled, as stipulated in
the Regulations Governing Employee Complaints, employees can lodge a complaint with the
responsible operating unit or the Human Resources Division. If the employee objects to the
response, he or she can file an appeal with the Human Resources Division. Use of employee
complaint channels: From April 2016 through the end of March 2017, a total of 17 complaint

cases were handled.

D. Benefits

(1) Employee care
Pension appropriation, labor and health insurance, employer liability insurance, group insurance,
employee physical examination, and providing a nursing room.

(2) Profit sharing
In August 1998, the Company set up an employee stock ownership trust. Employees are free to
participate and the amount, depending on employee position, is deducted directly from their
monthly salary. Through the end of March 2017, a total of 1,917 employees have participated.

(3) Welfare system
The Company’s Employee Welfare Committee was set up in December 1967. As stipulated by law,
the Committee distributes benefits, handles the disbursement of wedding allowances, funeral
allowances, disaster allowances, employee children excellence scholarships, birthday bonuses,
and birth allowances, arranges visits to nursing homes, holds recreational sports activities,
distributes meals and holiday gift certificates, and offers distress or purchase loans.

(4) Employee leisure
Employee group activity subsidies, employee group travel subsidies, discounted tickets for
current and former employees.

(5) Working environment
Workplace compliant with occupational safety standards, gender equality.

(6) Employee training
In order to encourage participation in independent study as promoted by the Workforce
Development Agency, the Company will provide subsidies of up to NT$ 5,000 per person per year
to any employee who takes part in courses related to their job (those eligible for full government

subsidy will not receive further assistance).
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E. Collective Agreement
The CAL Collective Agreement was renewed on January 5, 2015 and went into effect on the
following day. On January 19 of the same year, the Council of Labor Affairs issued a written approval.
The full text of the agreement is available through the CAL Enterprise Information Portal.

F. Counseling
To take care of our colleagues needs and participate in employee personal growth, the Company has
employed professional counselors and psychiatrists to provide counseling services to employees.
From January 2016 through March 31, 2017, 129 people participated in 245.95 hours of individual
counseling.

G. In addition to promoting employee education and training to strengthen staff knowledge and skills,
we also continue to accumulate knowledge and encourage exchange within the Company to build a
learning organization. Through the management personnel training program and the “China Airlines
Lecture Hall” training system, the Company holds courses to strengthen employees’ strategic,
management, professional, and general workplace skills.

* To encourage employee participation in the Workforce Development Agency’s Industrial Human
Resource Investment Plan, all credit and non-credit classes are recorded in the E-Learning system
as outside training and out of pocket costs are subsidized.

* Received China Aviation Development Foundation 2016 training grant of NT$1.2 million and
Workforce Development Agency 2016 training grant of NT$737,557.

* Launched strategic, management, professional, and general workplace skills training courses.

* Marketing Training: included marketing strategy, passenger operations, cargo operations, and
relevant OJT training. A total of 7,122 people attended the 247 classes held.

* Professional Technical Training: included corporate safety/inspection operations, flight operations,
system operations, and EMO operations. A total of 55,683 people attended the 2,532 classes held.

* Service Training: included service quality assurance, public relations, service operations, ground
service and transport operations, and in-flight service operations. A total of 56,194 people
attended the 749 classes held.

* Other Training: included investment management unit operations, legal protections, finance,
information technology, and human resource management planning. A total of 8,837 people
attended the 239 classes held.

8. In the case of legal punishment of the Company, describe any penalties incurred by

employees involved: None.

96

Operational Highlights




5.5.2 CAL has established an employee behavior or ethical code of conduct and
arranges pre-employment Employee Rights and Responsibilities classes
for new hires. The Company’s Employee Code of Conduct primary
content is as follows:

The Company’s Employee Code of Conduct was renamed the Employee Workplace Code of Conduct in
May 2016. The Code primarily consists of workplace ethics, privacy, occupational safety, discrimination
and harassment, moral integrity, media and public image, conflict of interest avoidance, anti-trust and
fair competition, exchanging gifts and anti-corruption, CAL asset and intellectual property protections,

reporting responsibilities, respect for human rights, and commitment to environmental protection.

5.5.3 Implementation of work environment and employee personal safety
protection measures
The Company complies with the requirements outlined in the Occupational Safety and Health Act and
other relevant regulations. Therefore, we formulated and follow our Occupational Health and Safety
Manual and actively promote the Occupational Health and Safety Management system to implement
related operations. To address potential dangers in the work environment, in addition to hazard
identification, risk assessment, engineering controls, government management, and providing
employees with personal protective equipment, we also arrange employee physicals, health promotion
activities, and health education counseling to reduce occupational incidents. The Company has also
strictly implemented automatic safety checks, workplace environmental monitoring, and safety
inspections. Furthermore, we launched workplace incident education to strengthen employee safety
awareness. As part of health and safety education and emergency response training, the Company
provides essential health and safety training to both new hires and existing employees. Through the
participation of all employees in harm prevention, we are committed to continuous improvement and

creating a safe and healthy work environment.

5.5.4 Over the most recent year through the date of publication of this report,
the estimated value of any loss or potential future loss due to labor

disputes

From the beginning of 2016 through the end of March, 2017, the Company was fined NT$3.45 million
by the government due to labor disputes or issues found in previous labor inspections that were not
completely improved. Should labor disputes expand further in the future, there is no way to estimate
the damage to the Company’s operations and reputation. In view of this, the Company is currently in
phased negotiations with the Union in the hopes of maintaining positive interactions between the two
sides to achieve the goal of protecting employee welfare and improving the quality of the work
environment. By comprehensively improving employee satisfaction, we hope to eliminate any

controversy caused by unnecessary labor disputes.
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5.6 Important Contracts

Agreement Counterparty Period Major Contents Restrictions

Lease Ragusa, Ltd. 11/2001-01/2017 Aircraft Type: 747-400F/No.: B-18708 -
International Lease Finance X

Lease . 02/2006-02/2018 Aircraft Type: A330-300/No.: B-18351 -
Corporation

Lease AWA Leasing Co., Ltd. 06/2006-06/2018 Aircraft Type: A330-300/No.: B-18308 -

Lease Zhong Hang Co., Ltd. 06/2006-06/2018 Aircraft Type: A330-300/No.: B-18309 -

Lease Zhong Hang Co., Ltd. 12/2006-12/2018 Aircraft Type: 747-400F/No.: B-18723 -

Lease Whitney Leasing Limited 02/2007-02/2019 Aircraft Type: A330-300/No.: B-18352 -

Lease Zhong Hang Co., Ltd. 04/2007-04/2019 Aircraft Type: A330-300/No.: B-18315 -

Lease Whitney Leasing Limited 05/2008-05/2020 Aircraft Type: A330-300/No.: B-18353 -

Lease IGAF MSN 769 B.V. 12/2008-12/2018 Aircraft Type: A330-300/No.: B-18312; -

Lease Bluesky Magical 1001 Leasing Co 11/2010-11/2022 Aircraft Type: A330-300/No.: B-18355 -
MSN 1272&1278 Aircraft .

Lease ) . 12/2011-12/2023 Aircraft Type: A330-300/No.: B-18356 -
Leasing (Cayman) Limited
MSN 12728&1278 Aircraft .

Lease . . 01/2012-01/2024 Aircraft Type: A330-300/No.: B-18357 -
Leasing (Cayman) Limited

Lease Panamera Aviation Leasing 10/2012-10/2024 Aircraft Type: A330-300/No.: B-18358 -
Panamera Aviation Leasing V X

Lease Limited 12/2012-12/2024 Aircraft Type: A330-300/No.: B-18359 -
Celestial Aviation Trading 21 .

Lease Limited 12/2013-12/2025 Aircraft Type: A330-300/No.: B-18360 -

Lease Wilmington Trust SP Services 04/2013-04/2021 Aircraft Type: 737-800/No.: B-18651 -

Lease Wilmington Trust SP Services 05/2013-05/2021 Aircraft Type: 737-800/No.: B-18652 -

Lease Wilmington Trust SP Services 06/2013-06/2021 Aircraft Type: 737-800/No.: B-18653 -
Avolon Aerospace AOE 73 .

Lease Limited 03/2014-03/2022 Aircraft Type: 737-800/No.: B-18655 -
Avolon Aerospace AOE 78 X

Lease Limited 05/2014-05/2022 Aircraft Type: 737-800/No.: B-18656 -
SMBC Aviation Capital (UK) .

Lease Limited 06/2014-06/2022 Aircraft Type: 737-800/No.: B-18657 -

imi

Celestial Aviation Trading 23 .

Lease Limited 06/2014-06/2026 Aircraft Type: A330-300/No.: B-18361 -
Oriental Leasing 3 Company i

Lease Limited 10/2014-09/2026 Aircraft Type: 777-300ER/No.: B-18051 -
Oriental Leasing 4 Company R

Lease Limited 10/2014-10/2026 Aircraft Type: 777-300ER/No.: B-18052 -

imite

Lease AWA Leasing Co., Ltd. 11/2014-11/2017 Aircraft Type: A340-300/No.: B18803 -
Celestial Aviation Trading 34 .

Lease Limited 11/2014-11/2026 Aircraft Type: 777-300ER/No.: B-18053 -
Celestial Aviation Trading 36 .

Lease Limited 01/2015-01/2027 Aircraft Type: 777-300ER/No.: B-18055 -
Sky High XXXVII Leasin

Lease ¥ High 272V e 05/2015-05/2027 Aircraft Type: 777-300ER/No.: B-18001 -
Company Limited
Sky High XXXVII Leasin

Lease yHig L g 06/2015-06/2027 Aircraft Type: 777-300ER/No.: B-18002 -
Company Limited
Sky High XXXVII Leasin

Lease v nigh A2V & 08/2015-08/2027 Aircraft Type: 777-300ER/No.: B-18003 -
Company Limited

Lease ALC Blarney Aircraft Limited 09/2015-09/2023 Aircraft Type: 737-800/No.: B-18658 -

Lease ALC Blarney Aircraft Limited 10/2015-10/2023 Aircraft Type: 737-800/No.: B-18659 -
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Agreement Counterparty Period Major Contents Restrictions
Sky High XXXVII Leasin
Lease ¥ High 272V ng 10/2015-10/2027 Aircraft Type: 777-300ER/No.: B-18005 -
Company Limited
Sky High XXXVIII Leasing .
Lease L. 01/2016-01/2028 Aircraft Type: 777-300ER/No.: B-18006 -
Company Limited
Lease ALC Blarney Aircraft Limited 03/2016-03/2024 Aircraft Type: 737-800/No.: B-18660 -
Sky High XXXIX Leasing Compan
Lease . y,t 'i ing Lompany 05/2016-05/2028 Aircraft Type: 777-300ER/No.: B-18007 -
imite
Lease Chilli Leasing LLC 09/2016-09/2024 Aircraft Type: 737-800/ No.: B-18661 -
Lease Pacific Triangle Leasing Limited 09/2016-09/2024 Aircraft Type: 737-800/ No.: B-18662 -
Lease BOC Aviation Limited 10/2016-10/2024 Aircraft Type: 737-800/ No.: B-18663 -
Lease BOC Aviation Limited 11/2016-11/2024 Aircraft Type: 737-800/ No.: B-18665 -
Loan CIB (ECA Guarantee) 06/2004-06/2016 Aircraft Type: A330-300/No.: B-18301 -
Loan CIB (ECA Guarantee) 07/2004-07/2016 Aircraft Type: A330-300/No.: B-18302 -
Loan Citi Bank (EXIM Guarantee) 08/2004-05/2016 Aircraft Type: 747-400F/No.: B-18717 -
Loan Citi Bank (EXIM Guarantee) 08/2004-05/2016 Aircraft Type: 747-400F/No.: B-18718 -
Loan CIB (ECA Guarantee) 12/2004-12/2016 Aircraft Type: A330-300/No.: B-18303 -
Loan Bank of Taiwan 12/2004-12/2016 Aircraft Type: 747-400/No.: B-18210 -
Loan BNP Paribas(EXIM Guarantee) 01/2005-01/2017 Aircraft Type: 747-400F/No.: B-18719 -
Loan Chang Hwa Commercial Bank 03/2005-01/2017 Aircraft Type: 747-400/No.: B-18211 -
Mega International Commercial .
Loan Bank 04/2005-04/2017 Aircraft Type: 747-400/No.: B-18212 -
an
Loan Bank of Taiwan 05/2005-05/2017 Aircraft Type: 747-400/No.: B-18215 -
Loan BNP Paribas(EXIM Guarantee) 05/2005-05/2017 Aircraft Type: 747-400F/No.: B-18720 -
Loan CIB (ECA Guarantee) 06/2005-06/2017 Aircraft Type: A330-300/No.: B-18305 -
Loan CIB (ECA Guarantee) 07/2005-07/2017 Aircraft Type: A330-300/No.: B-18306 -
Loan BNP Paribas (EXIM Guarantee) 08/2005-08/2017 Aircraft Type: 747-400F/No.: B-18721 -
Loan CIB (ECA Guarantee) 09/2005-09/2017 Aircraft Type: A330-300/No.: B-18307 -
Mega International Commercial .
Loan Bank 02/2006-02/2016 Aircraft Type: A330-300/No.: B-18310 -
an
Loan Hua Nan Commercial Bank 06/2006-06/2016 Aircraft Type: A330-300/No.: B-18311 -
Mega International Commercial .
Loan Bank 07/2006-07/2018 Aircraft Type: 747-400F/No.: B-18722 -
an
Loan First Commercial Bank 05/2007-05/2019 Aircraft Type: A330-300/No.: B-18316 -
Loan Cathay United Bank 08/2007-08/2019 Aircraft Type: 747-400F/No.: B-18725 -
Loan Taiwan Cooperative Bank 02/2008-02/2020 Aircraft Type: A330-300/No.: B-18317 -
Loan ICBC (Macau) 01/2010-01/2017 Aircraft Type: 747-400/No.: B-18208 -
Loan Taiwan Business Bank 10/2010-10/2017 Test Cell -
Loan Taiwan Business Bank 04/2011-04/2018 Test Cell -
Loan Hua Nan Commercial Bank 05/2011-05/2016 Unsecured Loan -
Loan KGI Bank 06/2011-06/2016 Hangar -
Loan Industrial Bank of Taiwan 07/2014-07/2017 Unsecured Loan -
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Agreement Counterparty Period Major Contents Restrictions
Loan KGI Bank 09/2011-06/2016 Hangar -
Loan Hua Nan Commercial Bank 05/2012-05/2017 Unsecured Loan -

Aircraft Type: 747-400F/No.: B-18203 &
Loan Cathay United Bank 06/2012-05/2016 ¥e / -
B18206
o . Aircraft Type: 737-800/No.:
Loan Taipei Fubon Commercial Bank 10/2012-10/2019 -
B-18610&B18617
Loan First Commercial Bank 06/2013-09/2016 Aircraft Type: 737-800/No.: B18605&B18606 -
M Int tional Commerecial
Loan ega Internationa 09/2013-09/2016 Unsecured Loan -
Bank
Loan First Commercial Bank 09/2013-09/2018 Unsecured Loan -
Loan First Commercial Bank 10/2013-10/2018 Unsecured Loan -
Loan Taiwan Cooperative Bank 12/2013-12/2018 Unsecured Loan -
Loan Ta Chong Commercial Bank 01/2014-01/2016 Unsecured Loan -
Mega International Commercial Aircraft Type: 747-400/No.:
Loan £ ' ' 01/2014-07/2016 ' P / -
Bank B-18201&B18202
Loan Taipei Fubon Commercial Bank 02/2014-02/2017 Unsecured Loan -
Loan Taipei Fubon Commercial Bank 02/2014-02/2017 Unsecured Loan -
Loan Bank SinoPac 03/2014-03/2017 Unsecured Loan -
Loan Far Eastern International Bank 03/2014-03/2017 Unsecured Loan -
Loan CTBC Bank 03/2014-03/2017 Unsecured Loan -
Loan Bank SinoPac 03/2014-03/2017 Unsecured Loan -
Loan Bank of Taiwan 03/2014-03/2017 Unsecured Loan -
Loan Taichung Commercial Bank 03/2014-06/2016 Unsecured Loan -
Loan Chang Hwa Commercial Bank 06/2014-06/2017 Unsecured Loan -
Loan Bank of Tai 07/2014-10/2016 Aircraft Type: A340-300/No.:
ank of Taiwan - -
B-18805/18806/18807
The Shanghai C ial &
Loan e. anghat Lommerct 07/2014-07/2017 Unsecured Loan -
Savings Bank
Loan Land Bank of Taiwan 09/2014-09/2016 Unsecured Loan -
JihSun Int tional Commercial
Loan fhoun international £o 09/2014-09/2017 Unsecured Loan -
Bank
The E t- t Bank of the
Loan € x;?or m;:oor an 12/2014-12/2016 Unsecured Loan -
Republic of China
Loan Chang Hwa Commercial Bank 12/2014-12/2017 Unsecured Loan -
Loan Taichung Commercial Bank 12/2014-12/2017 Unsecured Loan -
Loan Taishin International Bank 12/2014-12/2017 Unsecured Loan -
Loan Bank of Taiwan 12/2014-12/2019 Aircraft Type: 747-400F/No.: B-18701 -
Loan Chang Hwa Commercial Bank 01/2015-01/2018 Unsecured Loan -
Loan Land Bank of Taiwan 01/2015-01/2018 Unsecured Loan -
Loan Taipei Fubon Commercial Bank 02/2015-02/2021 Aircraft Type: 747-400F/No.: B-18707 -
Loan Hua Nan Commercial Bank 03/2015-03/2020 Unsecured Loan -
Loan Yuanta Commercial Bank 04/2015-01/2016 Unsecured Loan -
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Agreement Counterparty Period Major Contents Restrictions
Mega International Commercial .
Loan Bank 07/2015-07/2020 Aircraft Type: 747-400F/No.: B-18711 -
an
Loan Bank of America Corporation 01/2016-01/2018 Unsecured Loan -
Loan Ta Chong Commercial Bank 01/2016-01/2018 Unsecured Loan -
Loan E.SUN Commercial Bank 02/2016-02/2019 Unsecured Loan -
Loan Hua Nan Commercial Bank 06/2016-06/2021 Unsecured Loan -
Mega International Commercial
Loan 08/2016-08/2019 Unsecured Loan -
Bank
Loan Land Bank of Taiwan 09/2016-09/2018 Unsecured Loan -
Loan KGI Bank 09/2016-09/2019 Unsecured Loan -
Loan Bank of Taiwan 10/2016-10/2028 Aircraft Type: A350-900/No.: B-18901 -
Loan Bank of Communications 11/2016-11/2019 Unsecured Loan -
Loan Bank of Communications 01/2017-01/2029 Aircraft Type: A350-900/No.: B-18902 -
Loan Taipei Fubon Commercial Bank 03/2017-01/2020 Unsecured Loan -
Loan Bank SinoPac 03/2017-03/2020 Unsecured Loan -
Bills International Bills Finance Corp 03/2009-03/2017 Aircraft Type: 737-800/No.: B-18601FRCP -
Bills China Bills Finance Corporation 03/2011-03/2016 FRCP -
Bills Mega Bills 03/2011-03/2016 FRCP -
. China Bills Finance Corporation . -
Bills ) 09/2013-09/2016 FRCP Joint Underwriting, NT$4,300,000,000 .
and syndicate
Bills International Bills Finance Corp 09/2013-09/2016 FRCP -
. China Bills Finance Corporation FRCP Joint Underwriting,
Bills . 06/2014-11/2017 -
and syndicate NT$10,100,000,000
Bills Mega Bills and syndicate 08/2014-11/2017 FRCP Joint Underwriting, NT$5,000,000,000 -
Bills Union Bank of Taiwan 01/2015-02/2018 FRCP -
Bills International Bills Finance Corp 02/2015-02/2021 Aircraft Type: 747-400F/No.: B-18710 -
Bills Mega Bills 03/2015-05/2018 FRCP -
. International Bills Finance Corp . -
Bills ; 12/2015-03/2019 FRCP Joint Underwriting, NT$5,000,000,000 -
and syndicate
Bills China Bills Finance Corporation 04/2016-04/2020 FRCP -
Bills Mega Bills 07/2016-07/2020 FRCP -
Bills International Bills Finance Corp 09/2016-09/2020 FRCP -
China Bills Finance Corporation
Bills ) P 12/2016-12/2020 FRCP Joint Underwriting, NT$5,000,000,000 -
and syndicate
L Renew lease period for 10 years according
Taipei Cl . _
Buildi Northern Region Branch, to original contract.
uildin
S erf'gc'es National Property 12/31/2016-12/30/2026 Rental price adjust base on Announced Land -
u ICI
P Administration, MOF Current Value and assessed and publicly
Contract
announced land value.
Rental subject:
Taipei CAL Located at No.131, Sec. 3, Nanjing E. Rd.,
Buildin Songshan Dist., Taipei City, CAL Building.
€ |FX Hotels Group Inc. 09/01/2010-12/30/2026 & pet =y, WAL Bulding -
Lease Part of B1F 560.7 m’,1F 471.1 m’,10-13F
contract 7,091 m*.Total 8,016.9 n".

11 parking space at B1F
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Agreement Counterparty Period Major Contents Restrictions
Rental subject:
Taipei CAL Located at No.131, Sec. 3, Nanjing E. Rd.,
Buildin Songshan Dist., Taipei City, CAL Building.
& |oEC Group 03/01/2016-12/31/2026 & ot Jalpel tity uriding -
Lease 7F 1,796.8 m’, part of B1F 50.4 m
contract 1 parking space at B1F, 12 parking space at
B2F.
Construction date:
01/2012-07/2012
Lease inception: Since business )
Nankan CAL . Rental subject:
day or The day following the In accordance
Park Land . . Land located at No.705 and No.705-1 . R
Costco Co. expiry of one year since R . K . with notarized
Lease i Jinzhong part, Lujhu Dist., Taotuan City.
construction commencement N text
contract Total 27,709.21 m
date
Rental period: 20 years since
lease inception
Rental subject:
Located at No.81, Zhonghua 3rd Rd., Qianjin
Kaohsiung Dist., Kaohsiung City.
CAL Buildin : ? ;
€ |Fx Hotels Group Co. 12/31/2012-12/30/2032  |B1F383.2m’, 1F 336.8 N, mezzanine 79.4 -
Lease m’, 2F-12F 3,583.3 m', Roof protrusion 117.2
contract .
Total 4,499.9 m’
CALBOT X
park Rental subject:
ar
o 01/01/2017-12/31/2018 Administration Center Building, Crew Center
Building CAL Park Co., Ltd - . L S -
L Renew every 2 years Building, Flight Training Center Building,
ease 2
Basement Parking Lot. Total 83107.4 m’.
contract
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VI. Financial Information

6.1 Five-Year Financial Summary
6.1.1 Consolidated Condensed Balance Sheet — Based on IFRS

Unit: NTS thousands

Year Financial Summary for the Last Five Years (Note 1)
2017 (As of March 31) (Note 3)
Item 2012 2013 2014 (Note 2) | 2015 (Note5) | 2016 (Note 6)
Current assets 30,977,730 37,085,072 40,910,490 45,642,615 47,338,201 46,656,143
Property, Plant and
. 161,024,343 149,662,068 142,655,066 129,628,866 140,136,737 138,040,700
Equipment
Intangible assets 425,000 489,412 670,997 1,009,678 1,137,115 1,118,115
Other assets 26,872,622 33,739,347 44,837,474 45,645,150 35,888,706 34,356,163
Total assets 219,299,695 220,975,899 229,074,027 221,926,309 224,500,759 220,171,121
Before
o 52,051,044 61,906,028 61,357,995 68,220,452 68,605,724 73,571,496
Current distribution
liabilities After
o 52,051,044 61,906,028 61,357,995 70,728,977 - -
distribution
Non-current liabilities 113,957,742 106,179,511 116,730,020 93,149,314 98,027,837 92,792,528
Before
. 166,008,786 168,085,539 178,088,015 161,369,766 166,633,561 166,364,024
o distribution
Total liabilities
After
o 166,008,786 168,085,539 178,088,015 163,878,291 - -
distribution

Equity attributable to

51,459,772 50,806,464 48,664,275 58,269,896 55,783,817 51,732,579
shareholders of the parent
Capital stock 52,000,000 52,000,000 52,491,666 54,708,901 54,708,901 54,708,901
Capital surplus (Note 4) 1,405,394 1,924,015 480,462 798,415 799,932 799,932
Before
) U (1,841,688) (3,161,115) (3,870,736) 2,872,235 206,092 (3,557,052)
Retained distribution
earnings After
o (1,841,688) (3,161,115) (2,358,783) 363,710 - -
distribution
Other equity interest (60,562) 86,936 (1,905,698) (66,283) 112,264 (175,830)
Treasury shares (43,372) (43,372) (43,372) (43,372) (43,372) (43,372)
Non-controlling interest 1,831,137 2,083,896 2,321,737 2,286,647 2,083,381 2,074,518
Before
o 53,290,909 52,890,360 50,986,012 60,556,543 57,867,198 53,807,097
_|distribution
Total equity
After
o 53,290,909 52,890,360 50,986,012 58,048,018 - -
distribution

Note 1: 2012 — 2016 annual financial information was verified by Deloitte & Touche.

Note 2: Beginning in 2015, the Company began implementing the revised Regulations Governing the Preparation of Financial Reports by Securities Issuers and
the 2013 version of IFRS, International Accounting Standards, IFRIC and SIC Interpretations recognized by the Financial Supervisory Commission.
Therefore, the aforementioned standards and interpretations have been applied retroactively to affected sections of the previous year’s (2014) financial
statement.

Note 3: As of the date of printing of this annual report, 2017 Q1 financial information has not yet been reviewed by Deloitte & Touche.

Note 4: The 2014 Deficit Compensation Proposal was passed by the Shareholders’ General Meeting held on June 26, 2015 and additional paid-in capital of
NTS$1,511,953,000 was used to compensate for the deficit.

Note 5: The 2015 Earnings Distribution Proposal resolution was passed by the Shareholders’ General Meeting held on June 24, 2016. As required by law, the
Company appropriated a legal reserve of NT$287,224,000 and special reserve of NT$76,486,000 and distributed cash dividends totaling
NT$2,508,525,000.

Note 6: The 2016 Deficit Compensation Proposal was passed during the 10th meeting of the 20th Board session held on March 30, 2017, but has not yet passed
the Shareholders’ General Meeting.
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6.1.2 Consolidated Condensed Statement of Comprehensive Income — Based on

Unit: NTS thousands; EPS (net) = NTS
Year Financial Summary for the Last Five Years (Note 1 2017 (As of March 31)
Item 2012 2013 2014 (Note 2) 2015 2016 (Note 3)
Revenue 140,972,139 141,702,545 150,581,742 145,056,217 141,079,107 35,796,465
Gross profit 9,878,771 11,027,385 13,631,370 20,268,374 18,005,906 2,799,380
Operating Profit (279,951) 726,268 2,518,747 8,129,197 4,564,687 (369,430)
Non-operating Income and Expenses 107,946 (1,087,448) (2,156,321) (994,312) (2,684,836) (3,147,460)
Pretax Profit (Loss) (172,005) (361,180) 362,426 7,134,885 1,879,851 (3,516,890)
Income from operations of continued 220,158 948,880 97,488 926,210 710,940 3,713,367
segments - after tax (220,158) (948,880) (597,488) 5,926, ) (3,713,367)
Income from discontinued operations - - - - - -
Net Income (Loss) (220,158) (948,880) (597,488) 5,926,210 710,940 (3,713,367)
Other comprehensive income
(611,568) 121,723 (1,947,078) 1,269,760 (681,669) (297,073)
(Income/Loss after taxes)
Total Comprehensive Gain (Loss) for
(831,726) (827,157) (2,544,566) 7,195,970 29,271 (4,010,440)
the Year
Net income attributable to
(418,356)|  (1,274,046) (749,073) 5,763,714 571,540 (3,760,875)
shareholders of the parent
Net income attributable to
o 198,198 325,166 151,585 162,496 139,400 47,508
non-controlling interest
Comprehensive income attributable to
(972,318)|  (1,171,929) (2,693,811) 7,072,042 26,103 (4,048,969)
Shareholders of the parent
Comprehensive income attributable to
. 140,592 344,772 149,245 123,928 3,168 38,529
non-controlling interest
Earnings (Loss) per share (0.08) (0.25) (0.14) 1.06 0.10 (0.69)

Note 1: 2012 — 2016 annual financial information was verified by Deloitte & Touche.

Note 2: Beginning in 2015, the Company began implementing the revised Regulations Governing the Preparation of Financial Reports by Securities Issuers and
the 2013 version of IFRS, International Accounting Standards, IFRIC and SIC Interpretations recognized by the Financial Supervisory Commission.
Therefore, the aforementioned standards and interpretations have been applied retroactively to affected sections of the previous year’s (2014) financial
statement.

Note 3: As of the date of printing of this annual report, the 2017 Q1 financial information has not yet been reviewed by Deloitte & Touche.
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6.1.3 Condensed Balance Sheet — Based on IFRS (The Parent Company Only)

Unit: NTS thousands

Year Financial Summary for the Last Five Years (Note 1) 2017 (As of March 31)
Item 2012 2013 2014 (Note 2) 2015 (Note 5) 2016 (Note 6) (Note 3)
Current assets 26,291,653 31,333,434 34,477,533 37,904,039 39,908,492 -
Property, Plant and
. 151,677,995 139,946,013 131,178,428 118,446,472 129,121,632 -
Equipment
Intangible assets 408,222 473,064 649,614 990,307 1,115,101 -
Other assets 31,440,804 39,304,463 51,594,035 51,802,032 41,394,218 -
Total assets 209,818,674 211,056,974 217,899,610 209,142,850 211,539,443 -
Before
Current distribution 50,800,740 59,940,257 59,079,846 64,725,525 64,339,805 -
liabilities After
distribution 50,800,740 59,940,257 59,079,846 67,234,050 - -
Non-current liabilities 107,558,162 100,310,253 110,155,489 86,147,429 91,415,821 -
Before
Total L 158,358,902 160,250,510 169,235,335 150,872,954 155,755,626 =
distribution
liabilities After
distribution 158,358,902 160,250,510 169,235,335 153,381,479 - -
Equity attributable to
51,459,772 50,806,464 48,664,275 58,269,896 55,783,817 -
shareholders of the parent
Capital stock 52,000,000 52,000,000 52,491,666 54,708,901 54,708,901 -
Capital surplus (Note 4) 1,405,394 1,924,015 480,462 798,415 799,932 -
Before
Retained distribution (1,841,688) (3,161,115) (3,870,736) 2,872,235 206,092 -
earnings After
distribution (1,841,688) (3,161,115) (2,358,783) 363,710 - B
Other equity interest (60,562) 86,936 (1,905,698) (66,283) 112,264 -
Treasury shares (43,372) (43,372) (43,372) (43,372) (43,372) -
Non-controlling interest - - - - - -
Before
. 51,459,772 50,806,464 48,664,275 58,269,896 55,783,817 -
Total distribution
equity After
distribution 51,459,772 50,806,464 48,664,275 55,761,371 - -

Note 1: 2012 — 2016 annual financial information was verified by Deloitte & Touche.

Note 2: Beginning in 2015, the Company began using the financial reporting standards in the revised Regulations Governing the Preparation of Financial Reports
by Securities Issuers and these standards have been applied retroactively to affected sections of the previous year’s (2014) financial statement.

Note 3: The Company has not yet prepared an individual financial statement for Q1 2017.

Note 4: The 2014 Deficit Compensation Proposal was passed by the Shareholders’ General Meeting held on June 26, 2015 and additional paid-in capital of
NTS$1,511,953,000 was used to compensate for the deficit.

Note 5: The 2015 Earnings Distribution Proposal resolution was passed by the Shareholders’ General Meeting held on June 24, 2016. As required by law, the
Company appropriated a legal reserve of NT$287,224,000 and special reserve of NT$76,486,000 and distributed cash dividends totaling
NTS$2,508,525,000.

Note 6: The 2016 Deficit Compensation Proposal was passed during the 10th meeting of the 20th Board session held on March 30, 2017, but has not yet passed
the Shareholders’ General Meeting.
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6.1.4 Condensed Statement of Comprehensive Income — Based on IFRS (The

Parent Company Only)
Unit: NTS thousands; EPS (net) = NTS
Year Financial Summary for the Last Five Years (Note 1) 2017 (As of March 31)
Item 2012 2013 2014 (Note 2) 2015 2016 (Note 3)
Revenue 132,135,468 131,752,677 139,726,168 133,441,725 127,524,864 -
Gross profit 8,101,923 8,307,802 10,917,174 17,623,801 15,275,980 -
Operating Profit (776,590) (283,782) 1,870,191 7,885,097 4,475,707 -
Non-operating Income
and Expenses 317,827 (660,555) (1,820,766) (1,047,275) (2,938,456) -
Pretax Profit{Loss) (458,763) (944,337) 49,425 6,837,822 1,537,251 -
Income from operations
of continued segments - (418,356) (1,274,046) (749,073) 5,763,714 571,540 _
after tax
Income from
discontinued operations
Net Income(Loss) (418,356) (1,274,046) (749,073) 5,763,714 571,540 -
Other comprehensive
income (553,962) 102,117 (1,944,738) 1,308,328 (545,437) }
(income/Loss after tax)
Total Comprehensive
Gain (Loss) For The (972,318) (1,171,929) (2,693,811) 7,072,042 26,103 -
Year
Net income
attributable to
shareholders of the (0.08) (0.25) (0.14) 1.06 0.10 -
parent

Note 1: 2012 — 2016 annual financial information was verified by Deloitte & Touche.
Note 2: Beginning in 2015, the Company began using the financial reporting standards in the revised Regulations Governing the Preparation of Financial Reports
by Securities Issuers and these standards have been applied retroactively to affected sections of the previous year’s (2014) financial statement.

Note 3: The Company has not yet prepared an individual financial statement for Q1 2017.
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6.1.5 Condensed Balance Sheet — Based on ROC GAAP (The Parent Company Only)

Unit: NTS thousands

Year Financial Summary for the Last Five Years (Note 1)
Item 2012 2013 2014 2015 2016
Current assets 28,317,304
Funds & long-term investments 9,696,649
Fixed assets 133,555,450
Intangible assets 467,358
Other assets 18,288,053
Total assets 190,324,814
Current liabilities Before distribution 45,583,604
After distribution 45,583,604
Long-term liabilities 80,214,485
Other liabilities 12,385,494
Total liabilities Before distribution 138,183,583 \ _ _ - -
After distribution 138,183,583 ot Applicable Not Applicable Not Applicable Not Applicable
Capital stock 52,000,000
Capital surplus 1,405,394
Retained earnings Before distribution 4,248,184
(Note 2) After distribution 4,248,184
Unrealized gain or loss on financial (182)
instruments (2,599,694)
Cumulative translation adjustments (2,917,215)
Unrealized revaluation increments 41,298
Treasury shares (36,554)
Total equity Before Adis?ribLAJtion 52,141,231
After distribution 52,141,231

Note 1: 2012 annual financial information was verified by Deloitte & Touche.
Note 2: The above after distribution figures are filled in based on the resolution passed at the previous year’s Shareholders’ Meeting.

6.1.6 Condensed Statement of Comprehensive Income — Based on ROC GAAP (The
Parent Company Only)

Unit: NTS thousands; EPS (net) = NTS

Year Financial Summary for the Last Five Years (Note 1)

ltem 2012 2013 2014 2015 2016
Revenue 132,608,831

Gross profit 9,182,377

Operating profit 343,090

Non-operating income and gain 2,116,262

Non-operating expenses and |Loss 2,324,009

Pretax profit (loss) 135,343

Income from operations of continued segments - Not Applicable Not Applicable | Not Applicable Not Applicable
after tax >8,804

Income from discontinued operations -

Extraordinary gain or loss -

Cumulative effect of accounting principle changes -

Net Income (loss) 58,804

Earnings (loss) per share 0.01

Note 1: 2011 — 2012 annual financial information was verified by Deloitte & Touche.
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6.1.7 Auditors’ Opinions from 2012 to 2016

Year Accounting Firm Name of CPA Audit Opinion
2012 Deloitte & Touche Huang, Jui-chan; Chen, Li-Chi Unqualified Opinion
2013 Deloitte & Touche Huang, Jui-chan; Chen, Li-Chi Unqualified Opinion
2014 Deloitte & Touche Huang, Jui-chan; Chen, Li-Chi Unqualified Opinion
2015 Deloitte & Touche Huang, Jui-chan; Chen, Li-Chi Qualified Opinion (Note)
2016 Deloitte & Touche Yang, Chen-Hsiu; Chen, Li-Chi Unqualified Opinion

Note: Beginning in 2015, the Company began implementing the revised Regulations Governing the Preparation of Financial Reports by
Securities Issuers and the 2013 version of IFRS, International Accounting Standards, IFRIC and SIC Interpretations recognized by the
Financial Supervisory Commission. Therefore, the aforementioned standards and interpretations have been applied retroactively to
affected sections of the previous period’s financial statement.

6.2 Five-Year Financial Analysis
6.2.1 Consolidated Financial Analysis — Based on IFRS

Year Financial Summary for The Last Five Years (Note 1) 2017
(As of March 31)
2012 2013 2014 (Note 2) 2015 2016 (Note 4)
Item (Note 5)
. . Debt Ratio 75.70 76.07 77.74 72.71 74.22 75.56
Financial
o Ratio of long-term capital to
structure (%) . 103.87 106.29 117.57 118.57 111.24 106.20
property, plant and equipment
Current ratio 59.51 59.91 66.68 66.90 69.00 63.42
Solvency (%) Quick ratio 45.30 47.96 53.49 53.06 53.16 48.16
Interest earned ratio (times) 89.91 77.14 115.55 496.25 265.40 (744.76)
Accounts receivable turnover
. 15.89 18.50 17.45 16.98 17.67 17.18
(times)
Average collection period 22.97 19.73 20.91 21.49 20.66 21.25
Inventory turnover (times) - - - - - -
Operating Accounts payable turnover
performance | (times) i } j j j j
Average days in sales - - - - - -
Property, plant and equipment
perty. p auip 0.84 0.91 1.03 1.07 1.05 1.03
turnover (times)
Total assets turnover (times) 0.62 0.64 0.67 0.64 0.63 0.64
Return on total assets (%) 0.83 0.37 0.48 3.28 0.80 (6.19)
Return on stockholders' equity
%) (0.44) (1.79) (1.15) 10.63 1.20 (26.60)
b
Profitability Pre-tax income to paid-in capital
%) (0.33) (0.69) 0.69 13.04 3.44 (25.71)
0
Profit ratio (%) (0.16) (0.67) (0.40) 4.09 0.50 (10.37)
Earnings per share (NTS) (0.08) (0.25) (0.14) 1.06 0.10 (0.69)
Cash flow ratio (%) 34.58 34.71 27.56 46.60 25.71 18.67
Cash flow Cash flow adequacy ratio (%) 83.83 129.04 207.19 233.25 251.61 225.74
Cash reinvestment ratio (%) 6.43 7.50 5.48 10.56 4.83 4.61
Operating leverage (62.01) 25.65 8.19 3.21 4.99 (2.27)
Leverage
Financial leverage 0.10 (0.52) 5.04 1.28 1.40 0.53
Analysis of financial ratio differences for the last two years. (Not required if the difference does not exceed 20%)
1. Interest earned ratio: Because 2016 pre-tax net income was lower than the previous year, the interest earned ratio also decreased.
2. Profitability: Because 2016 net income was lower than the previous year, all profitability items also decreased.
3. Cash flow ratio and cash reinvestment ratio: Because 2016 net cash inflows from business operations were lower than the same period last year, the cash
flow ratio and cash reinvestment ratio also declined.
4. Operating leverage: Operating leverage increased primarily due to lower operating profits in 2016 compared to the same period the previous year.
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6.2.2 Financial Analysis — Based on IFRS (The Parent Company Only)

Year Financial Summary for the Last Five Years (Note 1) 2017
(As of March 31)
Item (Note 5) 2012 2013 2014 (Note 3) 2015 2016 (Note 4)
Debt Ratio 75.47 75.93 77.67 72.14 73.63 -
Financial structure
Ratio of long-term capital to
(%) 104.84 107.98 121.07 121.93 114.00 -
fixed assets
Current ratio 51.75 52.27 58.36 58.56 62.03 -
Solvency (%) Quick ratio 37.67 40.36 45.32 44.54 45.82 -
Interest earned ratio (times) 78.36 49.95 100.38 495.43 246.03 -
Accounts receivable turnover
i 15.14 17.26 16.23 15.56 15.92 -
(times)
Average collection period 24.10 21.14 22.49 23.46 22.92 -
. Inventory turnover (times) - - - - - -
Operating
Accounts payable turnover
performance - - - - - -
(times)
Average days in sales - - - - - -
Fixed assets turnover (times) 0.84 0.90 1.03 1.07 1.03 -
Total assets turnover (times) 0.61 0.63 0.65 0.62 0.61 -
Return on total assets (%) 0.75 0.20 0.41 3.36 0.75 -
Return on stockholders' equity
(0.86) (2.49) (1.51) 10.78 1.00 -
(%)
Profitability Pre-tax income to paid-in capital
(0.88) (1.82) 0.09 12.50 2.81 -
(%)
Profit ratio (%) (0.32) (0.97) (0.54) 4.32 0.45 -
Earnings per share (NTS) (0.08) (0.25) (0.14) 1.06 0.10 -
Cash flow ratio (%) 32.95 33.43 25.44 47.38 26.71 -
Cash flow Cash flow adequacy ratio (%) 79.69 135.16 209.68 232.93 252.92 -
Cash reinvestment ratio (%) 6.25 7.31 5.10 10.74 4.94 -
Operating leverage (20.73) (59.39) 10.21 3.15 4.85 -
Leverage
Financial leverage 0.24 0.12 (19.66) 1.28 1.38 -
Analysis of financial ratio differences for the last two years. (Not required if the difference does not exceed 20%)
1. Interest earned ratio: Because 2016 pre-tax net income was lower than the previous year, the interest earned ratio also decreased.
2. Profitability: Because 2016 net income was lower than the previous year, all profitability items also decreased.
3. Cash flow ratio and cash reinvestment ratio: Because 2016 net cash inflows from business operations were lower than the same period last year, the cash
flow ratio and cash reinvestment ratio also declined.
4. Operating leverage: Operating leverage increased primarily due to lower operating profits in 2016 compared to the same period the previous year.

Note 1: 2012 — 2016 annual financial information was verified by Deloitte & Touche.

Note 2: Beginning in 2015, the Company began implementing the revised Regulations Governing the Preparation of Financial Reports by Securities Issuers and the 2013
version of IFRS, International Accounting Standards, IFRIC and SIC Interpretations recognized by the Financial Supervisory Commission. Therefore, the
aforementioned standards and interpretations have been applied retroactively to affected sections of the previous year’s (2014) financial statement.

Note 3: Beginning in 2015, the Company began using the financial reporting standards in the revised Regulations Governing the Preparation of Financial Reports by
Securities Issuers and these standards have been applied retroactively to affected sections of the previous year’s (2014) financial statement.

Note 4: As of printing of this annual report, Q1 2017 consolidated financial information has not yet been reviewed by Deloitte & Touche. The Company has not yet
prepared an individual financial statement for Q1 2017.

Note 5: The calculations of the above financial ratios utilize the formulas listed below:

1. Financial structure
(1) Debt ratio = total liabilities / total assets
(2) Ratio of long-term capital to property, plant and equipment = (total shareholders' equity + non-current liabilities) / net property, plant and equipment
2. Solvency
(1) Current ratio = current assets / current liabilities
(2) Quick ratio = (current assets — inventory — prepaid expenses) / current liabilities
(3) Interest earned ratio (times) = earnings before interest and taxes / interest expenses
3. Operating performance
(1) Accounts receivable turnover (including accounts receivable and notes receivable arising from business activities) = net sales / average accounts
receivable (including accounts receivable and notes receivable arising from business activities)
(2) Average collection period = 365 / average accounts receivable turnover
(3) Inventory turnover = cost of goods sold / average inventory
(4) Accounts payable turnover (including accounts payable and notes payable arising from business activities) = cost of goods sold / average accounts
payable (including accounts payable and notes payable arising from business activities)
(5) Average inventory turnover days = 365 / inventory turnover ratio
(6) Property, Plant and Equipment Turnover = net sales / net property, plant and equipment
(7) Total asset turnover = net sales / average total assets
4. Profitability
(1) Return on total assets = [net income + interest expense x (1 - effective tax rate)] / average total assets
(2) Return on stockholders’ equity = net income / average stockholders’ equity
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(3) Net margin = net income / net sales
(4) Earnings per share = (net income attributable to owners of the parent — preferred stock dividends) / weighted average number of shares outstanding
5. Cash flow
(1) Cash flow ratio = net cash flows from operating activities / current liabilities
(2) Cash flow adequacy ratio = five year sum of net cash flows from operating activities / five year sum of (capital expenditures + increase in inventory + cash
dividends)
(3) Cash Flow Cash Reinvestment Ratio = (net cash flows from operating activities — cash dividends) / (gross property, plant and equipment + long-term
investments + other non-current assets + working capital)
6. Leverage
(1) Operating Leverage = (net sales — variable operating costs and expenses) / operating profit
(2) Financial Leverage = operating profit / (operating profit — interest expenses)

6.2.3 Consolidated Financial Analysis — Based on ROC GAAP

Year Financial Summary for The Last Five Years (Note 1
2012 2013 2014 2015 2016
Item (Note 3) (Note 2) (Note 2) (Note 2) (Note 2)
. . Debt Ratio 72.33
Financial structure
Ratio of long-term capital to fixed
(%) & P 95.87
assets
Current ratio 71.81
Solvency (%) Quick ratio 52.10
Interest earned ratio (times) 115.43
Accounts receivable turnover
X 15.92
(times)
Average collection period 23.00
Operating Inventory turnover (times) -
performance Accounts payable turnover (times) -
Average days in sales -
Fixed assets turnover (times) 099 | Not Applicable | Not Applicable | Not Applicable |Not Applicable
Total assets turnover (times) 0.72
Return on total assets (%) 1.01
Return on stockholders' equity (%) 0.46
Ratio to issued [Operating income 1.86
Profitability .
capital (%) Pre-tax income 0.86
Profit ratio (%) 0.17
Earnings per share (NTS) 0.01
Cash flow ratio (%) 27.73
Cash flow Cash flow adequacy ratio (%) 66.06
Cash reinvestment ratio (%) 4.99
Operating leverage 13.14
Leverage
Financial leverage (0.77)
Analysis of financial ratio differences for the last two years (Not required if the difference does not exceed 20%): Not Applicable.
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6.2.4 Financial Analysis — Based on ROC GAAP (The Parent Company Only)

Year Financial Summary for the Last Five Years(Note 1)
2012 2013 2014 2015 2016
Item (Note 3) (Note 2) (Note 2) (Note 2) (Note 2)
. ' Debt Ratio 72.60
Financial - - -
structure (%) Ratio of long-term capital to fixed 99.10
assets
Current ratio 62.12
Solvency (%) Quick ratio 42.43
Interest earned ratio (times) 106.26
Accounts receivable turnover (times) 15.20
Average collection period 24.02
i Inventory turnover (times) -
Operating R
Accounts payable turnover (times) -
performance
Average days in sales -
Fixed assets turnover (times) 0.99 . . . .
- Not Applicable | Not Applicable | Not Applicable | Not Applicable
Total assets turnover (times) 0.70
Return on total assets (%) 0.94
Return on stockholders' equity (%) 0.12
ST Ratio to issued |Operating income 0.66
Profitability i
capital (%) Pre-tax income 0.26
Profit ratio (%) 0.04
Earnings per share (NTS) 0.01
Cash flow ratio (%) 24.75
Cash flow Cash flow adequacy ratio (%) 57.56
Cash reinvestment ratio (%) 4.58
Operating leverage 34.68
Leverage
Financial leverage (0.19)
Analysis of financial ratio differences for the last two years. (Not required if the difference does not exceed 20%): Not Applicable.

Note 1: 2012 annual financial information was verified by Deloitte & Touche.
Note 2: 2013-2016 financial statements were prepared according to IFRS, so there are no financial statements in these years prepared according to ROC
GAAP.
Note 3: The calculations of the above financial ratios utilize the formulas listed below:
1. Financial structure
(1) Debt Ratio = total liabilities / total assets
(2) Ratio of long-term capital to fixed assets = (shareholders' equity + long-term liabilities) / net fixed assets
2. Solvency
(1) Current ratio = current assets / current liabilities
(2) Quick ratio = (current assets — inventory — prepaid expenses) / current liabilities
(3) Interest earned ratio (times) = earnings before interest and taxes / interest expenses

w

. Operating performance

(1) Accounts receivable turnover (including accounts receivable and notes receivable arising from business activities) = net sales / average
accounts receivable (including accounts receivable and notes receivable arising from business activities)

(2) Average collection period (days) = 365 / average accounts receivable turnover

(3) Inventory turnover = cost of goods sold / average inventory

(4) Accounts payable turnover (including accounts payable and notes payable arising from business activities)

(5) Average days in sales = 365 / inventory turnover ratio

(6) Fixed Asset Turnover = net sales / net fixed assets

(7) Total Asset Turnover = net sales / average total assets

Profitability

(1) Return on total assets = [net income + interest expense x (1 — effective tax rate)] / average total assets

(2) Return on stockholders' equity = net income / average stockholders’ equity

(3) Net Margin = net income / net sales

>

(4) Earnings per Share = (net income after tax — preferred stock dividends) / weighted average number of shares outstanding

wv

. Cash flow
(1) Cash Flow Ratio = net cash flows from operating activities / current liabilities
(2) Cash Flow Adequacy Ratio = five year sum of net cash flows from operating activities / five year (sum of capital expenditures+ increase in
inventory + cash dividends)
(3) Cash Flow Reinvestment Ratio = (net cash flows from operating activities — cash dividends) / (gross fixed assets + long-term investments +
other assets + working capital)

sl

Leverage
(1) Operating Leverage = (net sales — variable operating costs and expenses) / operating profit
(2) Financial Leverage = operating profit / (operating profit — interest expenses)
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6.3 Consolidated Financial Statements for the Years Ended
December 31, 2016 and 2015, and Independent Auditors’ Report:
Please refer to Appendix 1.

6.4 Parent Company Only Financial Statements for the Years Ended
December 31, 2016 and 2015 and Independent Auditors’ Report:

Please refer to Appendix 2.

6.5 Audit Committee’s Report for the Most Recent Year
Audit Committee Report

The Board of Directors shall create and send (1) the 2016 consolidated financial statement
and individual financial statement that have been jointly audited by Deloitte CPAs Chen-Hsiu
Yang and Li-Chi Chen who released an official unqualified opinion by March 30, 2017 and (2)
the 2016 business report and Deficit Compensation Statement, after having been found to
have no discrepancies by this audit committee and, thereupon, issue a report in accordance
with the items stipulated in Article 14-4 of the Securities and Exchange Act and Article 219 of
the Company Act.

China Airlines

Convener of the audit committee: CHUNG, LO-MIN

30 March 2017

Financial Information | 113




Review of Financial
Conditions, Financial
Performance, and Risk
Management

7.1 Analysis of Financial Status
7.2 Analysis of Operation Results
7.3 Analysis of Cash Flow

7.4 Major Capital Expenditure Items

7.5 Investment Policy in Last Year, Main Causes for Profits
or Losses, Improvement Plans and the Investment

Plans for the Coming Year

7.6 Analysis of Risk Management

114

Review of Financial Conditions, Financial Performance, and Risk Management




VIl. Review of Financial Conditions, Financial

Performance, and Risk Management
7.1 Analysis of Financial Status (Consolidated)

Analysis of changes in assets, liabilities and equity over the past two years: Unit: NT$ thousands
- Year B EE Difference
Amount %

Current Assets 47,338,201 45,642,615 1,695,586 3.71
Property, Plant and Equipment 140,136,737 129,628,866 10,507,871 8.11
Intangible Assets 1,137,115 1,009,678 127,437 12.62
Other Assets 35,888,706 45,645,150 (9,756,444) (21.37)
Total Assets 224,500,759 221,926,309 2,574,450 1.16
Current Liabilities 68,605,724 68,220,452 385,272 0.56
Non-Current Liabilities 98,027,837 93,149,314 4,878,523 5.24
Total Liabilities 166,633,561 161,369,766 5,263,795 3.26
Capital stock 54,708,901 54,708,901 - -
Capital surplus 799,932 798,415 1,517 0.19
Retained Earnings 206,092 2,872,235 (2,666,143) (92.82)
Other Equity 112,264 (66,283) 178,547 269.37
Treasury shares (43,372) (43,372) - -
Non-Controlling Interests 2,083,381 2,286,647 (203,266) (8.89)
Total Equity 57,867,198 60,556,543 (2,689,345) (4.44)

Analysis of changes in financial ratios:

1. Other assets: Primarily due to the delivery of four A350 airliners, the prepayment for the purchase then transferred to property, plant and
equipment. Additionally, with the delivery of all 777 aircraft, they have been transferred to leasing companies and the prepaid deposits

were returned.

N

million and the 2016 defined benefit plan remeasurement reduced retained earnings by NT$724 million.
3. Other equity: Primarily due to 2015 unrealized losses of cash flow hedging recorded as income (loss).
Future response actions: The above changes do not have a large effect on the Company.

. Retained earnings: Primarily due to earnings distributed as cash dividends of NT$2.509 billion. In 2016, net income after tax was NT$572

Review of Financial Conditions, Financial Performance, and Risk Management

115




7.2 Analysis of Financial Performance (Consolidated)

Financial Performance Analysis Table

Unit: NTS thousands

Difference
Year 2016 2015

Item Amount %
Revenue 141,079,107 145,056,217 (3,977,110) (2.74)
Cost 123,073,201 124,787,843 (1,714,642) (1.37)
Gross Profit 18,005,906 20,268,374 (2,262,468) (11.16)
Operating Expenses 13,441,219 12,139,177 1,302,042 10.73
Operating Income 4,564,687 8,129,197 (3,564,510) (43.85)
Non-operating Income and

(2,684,836) (994,312) (1,690,524) (170.02)
Expenses
Pretax Profit 1,879,851 7,134,885 (5,255,034) (73.65)
Income Tax Expense 1,168,911 1,208,675 (39,764) (3.29)
Net Income (Loss) 710,940 5,926,210 (5,215,270) (88.00)
Other Comprehensive Income (681,669) 1,269,760 (1,951,429) (153.68)
Total Comprehensive Gain (Loss)

29,271 7,195,970 (7,166,699) (99.59)

For The Year

Analysis of changes in financial ratios:

1. Operating income, pretax profit, and net income for the period: 2016 cargo transport revenue was lower than in 2015 primarily due to
the impact of the overall economic situation and trade demand slowing, which resulted in lower operating income, pre-tax net income,

and net income for the period.

2. Non-operating income and expenses: Primarily due to the NT$1.661 billion dividend from the disposal of ABACUS in 2015.

3. Other comprehensive income (net): Primarily due to 2015 unrealized losses of cash flow hedging recorded as income (loss).

4. Total comprehensive income for the period: 2016 cargo transport revenue was lower than in 2015 primarily due to the impact of the
overall economic situation and trade demand slowing and 2016 non-operating income and expenses showed a larger loss than in 2015,
primarily due to the NT$1.661 billion dividend from the disposal of ABACUS. 2015 unrealized losses of cash flow hedging recorded as

income (loss).

7.3 Analysis of Cash Flow (Consolidated)
7.3.1 Cash Flow Analysis for the Current Year

Unit: NTS thousands

Difference

| Year 2016 2015

tem Amount %
Cash and Cash Equivalents, Beginning of
Year 23,491,085 20,468,151 3,022,934 14.77
Net Cash Flow from Operating Activities 17,636,372 31,790,693 (14,154,321) (44.52)
Net Cash Flow from Investing Activities (21,021,616) (10,441,578) (10,580,038) (101.33)
Net Cash Flow from Financing Activities 4,208,402 (17,985,994) 22,194,396 123.40
Exchange Rate Adjustment (47,046) (340,187) 293,141 86.17
Cash and Cash Equivalents, End of Year 24,267,197 23,491,085 776,112 3.30

Analysis of change in cash flow in the current year:
1. The reduction in cash flow from operating activities was primarily due to reduced operational performance in 2016 compared to the

previous year and a one-time supplemental payment to top up the Bank of Taiwan pension account.
2. The difference in cash flow from investing activities is primarily due to the payment remittance to purchase Airbus A350 airliners.
3. The difference in cash flow from financing activities is primarily due to issuance of corporate bonds in 2016.

7.3.2 Remedy for Cash Deficit and Liquidity Analysis: None.

7.3.3 Cash Flow Analysis for the Coming Year
The cash balance at the beginning of the year was NT$19.73 billion and estimated net cash flow from operating activity for the
year is NT$26.87 billion. Cash flow from investment and financing activities are estimated to total NT$26.7 billion and NT$36.88
billion respectively. The cash shortfall was made up through mortgage loans, corporate bond issuance, and medium-term
Unsecured Loans of NT$37.7 billion and the cash and cash equivalents at the end of the year totaled NT$20.72 billion.

7.4 Major Capital Expenditure Items (The Parent Company Only)

Major capital expenditures primarily include purchases of new airplanes as part of operational expansion,
which does not have a significant impact on the Company’s financial operations.
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7.5 Investment Policy in the Last Year, Main Causes for Profits or
Losses, Improvement Plans and Investment Plans for the Coming

Year

In order to support our primary airline operations and strengthen competitiveness of the CAL Group,
investments are primarily in airline industry-related companies. Currently, these include air transport,
ground services, logistics and warehousing, air cargo terminals, airline catering, laundry, information
networks, aeronautics, tourism services, and investing and leasing industries to create a comprehensive
air service network and wide-ranging services. Calculated under the equity method, reinvestment
revenues for 2016 totaled NT$101 million.

Over the next year, the invested enterprises will continue China Airlines Hotel expansion and Taiwan
Aircraft Maintenance and Engineering Co., Ltd. hangar construction. In addition, we will assess potential
investments in passenger transport, cargo transport, airplane maintenance, and aviation training.

7.6 Analysis of Risk Management

7.6.1 Effects of Changes in Interest Rates, Foreign Exchange Rates and Inflation

on Corporate Finance, and Future Response Measures

A. Impact of changes in interest rates, foreign exchange rates, and inflation on Company income:
Although changes in interest and foreign exchange rates do have a level of impact on Company
income, through effective controls the impact is limited.

B. Response measures to changes in interest rates, foreign exchange rates, and inflation:
To prevent changes in interest rates, foreign exchange rates, and inflation from creating risks to the
Company’s overall finances, we hold regular meetings of the Board of Directors Risk Committee, and
keep on top of economic and financial developments both in Taiwan and overseas to develop a
hedging strategy, evaluate performance of derivatives, and set the appropriate hedge ratio. These
controls help prevent changes by utilizing financial hedging instruments in the financial environment
and oil prices from creating systemic financial risks and enable CAL to achieve proper risk
management.
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7.6.2 Policies, Main Causes of Gain or Loss and Future Response Measures with
Respect to High-risk, High-leveraged Investments, Lending or Endorsement

Guarantees, and Derivatives Transactions
A. The Company does not engage in high-risk, highly-leveraged investments.

B. The Company has developed Operational Procedures for Lending Funds to Others and Operational
Procedures for Endorsements/Guarantees and risks of such operations are controlled through strict
assessment. Therefore, loans and endorsements/guarantees do not lead to profits or losses for the
Company.

C. Company derivative products include forward foreign exchange and foreign exchange options
contracts and oil options contracts, which are primarily to hedge against the risk of fluctuations in oil
prices, interest rates, and foreign exchange rates. Transactions are performed in accordance with the
Company’s Operational Procedures for Derivatives Trading and are regularly evaluated to ensure
effective risk controls.

7.6.3 Future Research & Development Projects and Corresponding Budget:
Please refer to page 81.

7.6.4 Effects of and Response to Changes in Policies and Regulations Relating to
Corporate Finance and Sales: None.

7.6.5 Effects of and Response to Changes in Technology and the Industry
Relating to Corporate Finance and Sales: None.

7.6.6 The Impact of Changes in Corporate Image on Corporate Risk
Management, and the Company’s Response Measures:

China Airlines has tirelessly worked to build a positive image. We continue to enhance our transport
services and airplane maintenance to ensure flying safety. In the spirit of SOP+, we properly implement
every service detail. The Company actively promotes social welfare to fulfil our corporate social
responsibility. Environmental management has become an operational focus, to do our part to protect
the Earth. In the case of a false negative news story, information, or situation that damages our brand
image, the Company will react instantly and hold a press conference or issue a press release correction.
We will communicate with the media immediately and issue clarification on our website or through
social media platforms to reduce negative impact.

7.6.7 Expected Benefits from, Risks Relating to and Response to Merger and
Acquisition Plans: None.

7.6.8 Expected Benefits from, Risks Relating to and Response to Factory
Expansion Plans: None.

7.6.9 Risks Relating to and Response to Excessive Concentration of Purchasing
Sources and Excessive Customer Concentration: None.

7.6.10 Effects of, Risks Relating to and Response to Large Share Transfers or
Changes in Shareholdings by Directors or Shareholders with
Shareholdings of over 10%: None.

7.6.11 Effects of, Risks Relating to and Response to the Changes in Management
Rights: None.
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7.6.12 Litigation or Non-litigation Matters
A. Any major litigation, non-litigation or administrative disputes involving the
Company that are already finalized or still pending.

No.

Case Name

Summary

Disputed
Amount

(NTS)

Litigants

Current Status

Litigation for
refunding
overpayment
on aircraft
rental

1. In 2002, the Civil
Aeronautics Administration
(CAA) unilaterally
terminated an aircraft
rental contract with the
Company for six aircraft,
resulting in early
termination of the contract,
which changed the nature
of the lease and the rent
calculation basis and
resulted in rent
overpayment by the
Company.

2.1n 2010, the CAA resolved
that the Civil Aeronautics
Administration should pay
the Company more than
NTS$1.5 billion and in 2015
the Supreme Court revoked
the arbitration judgement,
which resulted in the
Company filing a civil
lawsuit against the CAA to
recoup the aforementioned
rent overpayment.

More than 1.2
billion

Plaintiff: China
Airlines
Defendant: Civil
Aeronautics
Administration

CAL appointed a lawyer on August
31, 2016 to file a civil complaint in
the Taiwan Taipei District Court
and the lawyer is currently
proceeding with the argument
procedures.

US Passenger
Fare
Antitrust
Class Action
Lawsuit

In December 2007, because
major global passenger
airlines charged passenger
transport fees and fuel
surcharges and as a member
of Association of Asia Pacific
Airlines, the Company was
listed as a joint defendant. The
case is being heard by the
District Court of California, San
Francisco.

Currently no
specific claim
figures. The
claim is for
punitive
damages of
three times the
fuel surcharge
overcharged
during the
disputed period

Plaintiff: Global
passenger group
representative
Defendant: China
Airlines and more
than 10 other
airlines

CAL has joined the common
defense group set up by the
defendant airlines’ lawyer.

The pre-trial evidence disclosure
deadline was on January 31, 2014
and the plaintiffs were not able to
provide evidence that proved the
claim at the basis of the lawsuit.
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B. Major litigation, non-litigation or administrative disputes involving a subsidiary
(TACT Logistics) that are already finalized or still pending:

TACT Logistics’ 2001 income tax filing had already been approved by the tax authorities, but after
review, the same authority found over-allocation of that year’s imputation tax credit by
NT$129,350,000 and required this amount be paid and issued a fine for the same amount. TACT
Logistics did not accept this finding and, in accordance with the law, filed a review, appeal, and civil
action. On December 8, 2011, the Supreme Administrative Court ruled to confirm the additional
tax payment of NT$129,350,000. In accordance with this ruling, TACT Logistics paid this amount in
additional taxes. In regards to recalculation of the fine, because the competent authority
continued the previous approval, TACT Logistics applied for administrative relief in a separate case.
The Supreme Administrative Court ruled on June 15, 2016 and TACT refused to accept the result so
appealed to the Court on July 4, 2016 and has already estimated a fine of NT$59,501,000. As of
March 31, 2017 no ruling has been made, but based on the current status of the case, no serious
impact will be experienced by the Company nor will it affect shareholder rights and interests or the
stock price.

7.6.13 Other Major Risks:

CAL fully understands the importance of risk management and the potential for interaction between
different types of risk. We established the Risk Committee directly under the supervision of the Board
of Directors to strengthen risk management and require subordinate units to control for each major
risk category.

The CAL risk management organization and units responsible for implementation:

Responsible
Type of Risk Risk Management Measures
Department
The aviation industry operating environment is ever changing. Major political and
economic events as well as unexpected internal or external incidents can have a huge
Corporate

impact on Company operations. The Corporate Development Office analyses potential
Operating Risk | Development . . o . o
political, economic, aviation industry, and internal Company situations that could affect

Office the Company and proposes concrete response plans to reduce their impact on China
Airlines’ strategic direction and annual business plan.
Safety is the cornerstone of airline operations and only a good record of flight safety can
earn passenger trust. The Corporate Safety Office utilizes the Safety Management System
Safety Risk Corporate (SMS) to identify and evaluate important internal and external operating risks including
Safety Office

flights, aircraft, in-flight service, and ground handling, then proposes improvement

measures.

The domestic and global economy affects Company operating results. Primary operating
costs for airlines include interest rate, exchange rate, and fuel and influence by outside
factors can result in significant volatility. Therefore, the Finance Division utilizes financial
Financial Risk Finance Div. o . o . .
hedging instruments to fix the above factors within a certain range, regularly monitors
financial risk, and establishes relevant strategies and measures to effectively manage

financial risk.

7.7 Other Important Matters: None.
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VIII. Special Disclosure

8.1 Summary of Affiliated Companies

8.1.1 Basic information of Affiliated Companies

A. Affiliated Companies Chart

Dec 31, 2016
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*China Pacific Laundry Services and China Pacific Catering Services Ltd. are both jointly controlled
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B. Basic information of Affiliated Company

Dec 31, 2016/Unit: NTS thousands

District

Compan Pate Address Capital Principal Activities
pany Founded (Note) P
1. CAL-Dynasty International, Inc 07/01/1991| 200 Continental Blvd. Suite #101 El Segundo, 843,387 |Holding & investin
RTynasly e CA90245, US.A. : 8 g
i 200 Continental Blvd. Suite #101 El Segundo, Real estate investing, property
1A Dynasty Properties Co., Ltd. 08/15/1973 16,129 i
CA90245, U.S.A. leasing
1B Dynasty Hotel of Hawaii, Inc. 12/10/1973(1830 Ala Moana Blvd. Honolulu, Hawaii 96815, U.S.A. 129,032 |Hotel service
i 263 Main Street, P.O. Box 2196, Road Town, Tortola, . . i
2. CAL-Asia Investment Inc. 06/29/1995| . . 231,366|Holding & investing
British Virgin Island
i No. 9, Hanggin South Road, Dayuan District Aviation ground handling
3. Hwa Hsia Company Ltd. 05/11/1989 N 77,270 i . R
Taoyuan City service, cleaning service
Ugland House, P.0.Box 309, George Town, Grand . .
4, Freighter Prince Ltd. 09/06/2001 g Y X ™ 8 W 33|Aircraft leasing
Cayman, Cayman Islands, British West
Ugland House, P.0.Box 309, George Town, Grand i i
5. Freighter Princess Ltd. 01/11/2002 & " & 33|Aircraft leasing
Cayman, Cayman Islands, British West
10F, No.9,Section 3,Nanjing E Rd, Zhongshan District, .
6. Yestrip Co., Ltd. 01/18/2001| " 16,000 Travel service
Taipei City
. . Real estate leasing, parking lot
7. CAL Park Co., Ltd. 09/06/2006(No. 1, Hangzhan S Rd, Dayuan District ,Taoyuan City 1,500,000
management
8. CAL Hotel Co., Ltd. 01/03/2007|No. 1-1, Hangzhan S Rd, Dayuan District ,Taoyuan City 465,000 |Hotel business
9. Taiwan Aircraft Maintenance and No. 15, Hanggin South Road, Dayuan District, Taoyuan . . .
01/16/2015| _. 160,000 [aircraft maintenance and repair
Engineering Co., Ltd. City
No. 3, Alley 123, Lane 405, Dunhua North Road, o
10. Mandarin Airlines, Ltd. 04/29/1991 y' , S unhu 2,001,825/ Civil air transport
’ Songshan District, Taipei City
11. Sabre Travel Network (Taiwan) No. 57, Fuxing North Road, Songshan District, Taipei i
10/09/1990] _. 138,618|IT service & GDS
Ltd. City
12. Tiger Taiwan Co., Ltd. 04/21/2014|No. 1, Hangzhan S Rd, Dayuan District ,Taoyuan City 2,000,000/ Civil air transport
No. 7, Lane 54, Sande Street, Luzhu District, Taoyuan X
13. China Pacific Laundry Services Ltd. | 09/08/1997 City 250,000 laundry service
No. 10-1, Hanggin North Road, Dayuan District, X i
14. Taiwan Air Cargo Terminal Ltd. 12/22/1999 ) 2,500,000 [Air cargo and storage service
Taoyuan City
5F, You Ei Ginza Second Building,
15. Dynasty Holidays, Inc. 10/28/1980|9-7, 1Chome, Ginza, Chuo-Ku, 11,080 (Travel service
Tokyo, Japan
16. China Pacific Catering Services No. 22, Lane 156, Section 2, Haishan Rd, Luzhu . .
: " ing >ervi 08/19/1994| 0" © ! 861,000|Catering service
Ltd. District, Taoyuan City
17. Taoyuan International Airport No. 15, Hanggin North Road, Dayuan District, Taoyuan o . .
VU : ire 11/08/1978| _. &d v 4 700,000|Aviation ground handling service
Services Co., Ltd. City
18. Taiwan Airport Service Co., Ltd. 07/19/1966(No. 340, Dunhua N Rd, Songshan District, Taipei City 435,600 [Aviation ground handling service
18A Taiwan Airport Service (Samoa) TrustNet Chambers, Lotemau Centre, P. O. Box 1225, . . i
03/22/2004| 222,728|Holding & investing
Co., Ltd. Apia, Samoa
No. 186, Section 4, Nanjing East Road, Songshan . i
19. Global Sky Express Ltd. 09/29/1994 Iing & 10,000 |Air freight forwarder

Note: Capital was calculated using the exchange rate at the end of 2016: 17TWD=0.0310USD, 3.6101JPY, 0.2154CNY.
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D. Directors, Supervisors and Presidents of Affiliated Companies

Dec 31, 2016
Units: Shares; %

. Shareholding
Company Title Name
Shares %
1. CAL-Dynasty International, Inc. |Chairman Ho, Nuan-Hsuan (Note 1) 2,614,500 100
Director Hsieh, Su-Chien (Note 1)
" - - (USD10, share)
Director (President) Lee, Hsien-Kuang (Note 1)
1A Dynasty Properties Co., . . .
Ltd Chairman (President) Lee, Hsien-Kuang (Note 2) 5,000 100
Director Hsieh, Su-Chien; Chen, I-Chieh (Note 2) (USD100, share)
1B Dynasty Hotel of Hawaii, . .
| Chairman Lee, Hsien-Kuang (Note 2) 400,000 100
nc.
Director Chen, I-Chieh (Note 2)
" N X - (USD10, share)
Director (President) Wang, Chih-Hsien (Note 1)
2. CAL-Asia Investment Inc. Chairman Ho, Nuan-Hsuan (Note 1) 7,172,346 100
Director Hsieh, Su-Chien (Note 1) (USD1, share)
Director (President) Lo, Ya-Mei (Note 1)
3. Hwa Hsia Company Ltd. Chairman Chao, Lin (Note 1) 77,270 100
Director Liu, Der-Chuan; Wang, Houng; Ku, Yueh-Han (Note 1)
Supervisor Chung, Wan-Chun (Note 1)
Director (President) Chang, Hsu-Yu (Note 1)
) ' ’ . . 1,000
4. Freighter Prince Director Chang, Chiung-Tsang; Han, Liang-Chong (Note 1) 100
(USD1, share)
. . . ’ . 1,000
5. Freighter Princess Director Chang, Chiung-Tsang; Han, Liang-Chong (Note 1) 100
(USD1, share)
6. Yestrip Co., Ltd. Chairman Hsieh, Hsin-Ni (Note 1) 1,600,000 100
Director Tong, Huai-Ming; Wang, Chen-Min (Note 1)
Supervisor Chung, Wan-Chun (Note 1)
President Liou, Yea-Ling (Nominated By China Airlines )
7. CAL Park Co., Ltd. Chairman Ho, Nuan-Hsuan (Note 1) 150,000,000 100
Director Hsieh, Su-Chien; Ku, Yueh-Han (Note 1)
Supervisor Chung, Chuar-Duan (Note 1)
Director (President) Hsieh, Su-Chien (Note 1)
8. CAL Hotel Co., Ltd. Chairman Ho, Nuan-Hsuan (Note 1) 46,500,000 100
X Hsieh, Su-Chien; Kao, Shing-Hwang; Chang, Chih-Chieh;
Director .
Lo, Ya-Mei (Note 1)
Supervisor Chung, Chuar-Duan; Chen, I-Chieh (Note 1)
9. Taiwan Aircraft Maintenance . . 16,000,000 100
i i Chairman Huang, Chwen-Jiun (Note 1)
and Engineering Co., Ltd.
i Chang, Young; Wang, Houng; Sun, Jia-Min;
Director -
Lee, Jung-Hui (Note 1)
Supervisor Chung, Chuar-Duan; Chen, I-Chieh (Note 1)
President Lee, Jung-Hui (Nominated By China Airlines )
10. Mandarin Airlines, Ltd. Chairman Hsieh, Su-Chien (Note 1) 188,154,025 93.99
Chang, Young; Kao, Shing-Hwang; Han, Liang-Chong;
Director Huang, Chwen-Jiun; Chang, Chih-Chieh; Lo, Ya-Mei
(Note 1)
Supervisor Chung, Wan-Chun
Director (President) Han, Liang-Chong (Note 1)
11. Sabre Travel Network X . 13,021,042 93.93
i Chairman (President) Ho, Hann-Yeh (Note 1)
(Taiwan) Ltd.
i Lu, Shih-Ming; Tong, Huai-Ming; Wang, Chen-Min 609,000 4.39
Director
(Note 1)
. Belle Hans (Represent Sabre Travel Network Asia
Director
Pacific)
Supervisor Chung, Chuar-Duan
12. Tiger Taiwan Co., Ltd Chairman Chang, Horng-Jong (Note 1) 160,000,000 80
. Chang, Young; Chang, Ming-Way; Tsao, Jyh-Fen (Note
Director
1) 20,000,000 10
Director Ho Yuen Sang (Represent Roar Aviation Ill) 20,000,000 10
Supervisor Han, Liang-Chong (Represent Mandarin Airlines)
Supervisor Lee Lik Hsin
President Chang, Horng-Jong
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Shareholding

Company Title Name
Shares %
13.China Pacific Laundry Services |Chairman Liu, Shyh-Hwa (Note 1) 13,750,000 55
Ltd. Director Wei, Yih-Jiun; Liu, Tsao-Yang (Note 1)
Director Shiu, Sai Cheung (Represent Hendriz Holding) 3,750,000 15
Director Lee Peter (Represent Heathlee Int’l) 3,750,000 15
Supervisor Yin, Mei Fong (Represent Merton Lake) 3,750,000 15
Supervisor Chung, Wan-Chun
President Shih, Hui-Huang (Nominated By China Airlines)
14. Taiwan Air Cargo Terminal Ltd |Chairman Hsieh, Su-Chien (Note 1) 135,000,000 54
Deputy Chairman Charles C. Y. Chen (Represent Eyon Industrial Co.) 6,000,000 2.4
. Chang, Chih-Chieh; Liu, Der-Chuan; Chen, I-Chieh (Note
Director
1)
Director UPS 20,000,000 8
Director Michael Shea (Represent Hsin Feng Corp.) 7,000,000 2.8
Supervisor Chang, Young (Represent Taiwan Airport Service Co.) 6,250,000 2.5
. Chen, Jyi-Fu (Represent Express Container Terminal
Supervisor 15,000,000 6
Corp.)
President Chang, Cheng-Hao (Nominated By China Airlines)
15. Dynasty Holidays, Inc. Chairman (President) Shih, Ping-Huang (Note 1) 408 51
Director Wang, Chen-Min; Tsao, Jyh-Fen (Note 1)
. Koizumi Kazuhisa; Yamada Keisuke (Represent Koizumi
Director 392 49
Group)
Supervisor Chen, I-Chieh (Note 1)
Supervisor Ishihara Tetsu (Represent Koizumi Group)
16. China Pacific Catering Services . i
Ltd Chairman Lai, Se-Jhen (Note 1) 43,911,000 51
Director Wei, Yih-Jiun; Liu, Shyh-Hwa (Note 1)
. Yin, Mei Fong; Loo, Kar Pui (Represent Aldeburgh
Director o 21,045,500 24.5
Limited)
Supervisor Chung, Chuar-Duan
Supervisor Yeung, Wai Tim (Represent Deli Holdings Limited) 21,045,500 24.5
President Cheng, Tien-Yuan (Nominated By China Airlines)
17. Taoyuan International Airport . i .
. Chairman Lin, Hsin-Te (Represent Motc) 31,500,000 45
Services Co., Ltd.
Director (President) Huang, Chin-Feng (Note 1) 34,300,000 49
. Hsieh, Su-Chien; Chang, Young; Lo, Ya-Mei; Chen, I-Ko
Director
(Note 1)
. Chen, Yen-Po; Chang, Chang-Chi;
Director . ) .
Li, Hung-Sheng; Liu, Chin-Tang (Represent Motc)
Director Pi, Chung-Wei (Represent Ups) 4,200,000 6
Supervisor Li, Mi; Li, Shen-Yi
18. Taiwan Airport Service . i
Co. Ltd Chairman (President) Chang, Young (Note 1) 20,626,644 47.35
0., Ltd.
Director Chen, I-Chieh (Note 1)
Director Chung, Ting-Chun 9,405,300 21.59
. Chang, Chieh-Tang (Represent Goldsun Building
Director X 7,405,200 17
Materials)
Supervisor Chung, Chuar-Duan
Supervisor Chen, Yao-Ming
18A Taiwan Airport Service i . . . . 5,876,976
Authorized Signatory Chang, Young (Represent Taiwan Airport Service Co.) 100
(Samoa) Co., Ltd. (USD1, share)
19. Global Sky Express Ltd. Chairman Li, Chung-Hui 50,000 5
Director Liu, Der-Chuan; Tsao, See-Dee; Lin, Ming-Hsiu (Note 1) 250,000 25
Director Pao, Hsueh-Chao 40,000 4
Director Huang, Nan-Sheng 50,000 5
Director Wei, Ching-Li 20,000 2
Director Hsiao, Yu-Hsin 20,000 2
X Chung, Mei-Chih (Represent Leader Mutual Freight
Director 20,000 2
System)
Supervisor Huang, Tze-Chi
Supervisor Yeh, Chien-Tien 10,000 1
Supervisor Chu, Ssu-Ching (Represent Morrison Express) 50,000 5
President Hsu, Chih-Chiang (Nominated By China Airlines)

Note 1: Representative of juridical person shareholder China Airlines.
Note 2: Representative of juridical person shareholder Hua Mei Investment Company.
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E. Affiliated Company Business Overview

Dec 31, 2016
Unit: NTS thousands; EPS=NT$
. Total Total Total Operating Operating .
Company Capital o . Profit(Loss) |EPS (Dollars)
Assets Liabilities Equity Revenue Income(Loss)
1. CAL-Dynasty International, Inc. 843,387 792,519 1,335 791,184 11,500 2,903 29,135 11.14
1A Dynasty Properties Co., Ltd. 16,129 | 760,627 | 274,008| 486,619 95,654 25,305 10,214 2042.80
1B Dynasty Hotel of Hawaii, Inc. 129,032 545,364 133,678 411,686 250,035 25,176 13,246 33.12
2. CAL-Asia Investment Inc. 231,366 | 450,305 0| 450,305 0 (794) (47,074) (6.56)
3. Hwa Hsia Company Ltd. 77,270 234,674 155,568 79,106 368,275 18,703 19,412 251.22
4. Freighter Prince Ltd. 33 33 0 33 0 0 0 0
5. Freighter Princess Ltd. 33 33 0 33 0 0 0 0
6. Yestrip Co., Ltd. 16,000 65,270 39,806 25,464 40,673 (655) 304 0.19
7. CAL Park Co., Ltd. 1,500,000 | 4,352,985 2,823,611 1,529,374 299,465 60,253 18,551 0.12
8. CAL Hotel Co., Ltd. 465,000 466,779 79,404 387,375 592,775 71,175 73,500 1.58
9. Taiwan Aircraft Maintenance and
160,000 133,952 23,824| 110,128 0 (31,640) (31,603) (1.98)
Engineering Co., Ltd.
10. Mandarin Airlines, Ltd. 2,001,825| 3,853,889 | 2,637,535 1,216,355 7,610,391 (65,246) (227,787) (1.14)
11. Sabre Travel Network (Taiwan)
Ltd 138,618 604,789 137,951 466,839 384,184 220,871 186,479 13.45
12. Tiger Taiwan Co., Ltd. 2,000,000 | 3,329,598 2,876,022 453,576 4,335,835 (795,844) (778,025) (3.89)
13. China Pacific Laundry Services
Ltd 250,000 369,556 65,833 303,724 216,717 47,473 39,324 1.57
14. Taiwan Air Cargo Terminal Ltd. 2,500,000 | 3,834,500 1,497,660 2,336,840 1,535,684 80,766 25,537 0.10
15. Dynasty Holidays, Inc. 11,080 155,476 94,767 60,709 738,362 8,970 5,139 6423.75
16. China Pacific Catering Services
Ltd 861,000 2,517,839 | 1,274,692 | 1,243,147 2,614,493 468,954 407,920 4.62
17. Taoyuan International Airport
700,000 | 2,636,534 | 1,311,659 | 1,324,875 3,104,140 318,699 277,247 3.96
Services Co., Ltd.
18. Taiwan Airport Service Co., Ltd. 435,600 | 1,059,668 571,143 488,524 997,733 137,269 116,081 2.66
18A Taiwan Airport Service
222,728 349,211 0 349,211 0 (1) 19,581 3.33
(Samoa) Co., Ltd.
19. Global Sky Express Ltd. 10,000 40,191 10,520 29,671 112,506 8,220 6,783 6.78
Note 1: Capital, total assets, total liabilities, total equity were calculating using the exchange rate at the end of 2016.
Note 2: Operating revenue, operating profit, income for the period were calculated using the 2016 average exchange rates.
Note 3: Exchange rates at the end of 2016 were 1TWD=0.0310USD, 3.6101JPY, 0.2154CNY.
Note 4: Average exchange rates in 2016 were 1TWD=0.0310USD, 3.3836JPY, 0.2051CNY.
(2) Affiliated Company Consolidated Financial Statements: Information required
to be disclosed regarding affiliated company consolidated financial
statements is included in Appendix 1 Consolidated Financial Statements. The
Company will no longer prepare a separate consolidated financial statement
for affiliated companies
(3) Relationship Report: China Airlines is not the subsidiary of any company, so a
relationship report is not required.
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8.2 Private Placement Securities in the Most Recent Years: None.

8.3 Shares in the Company Held or Disposed of by Subsidiaries in the
Most Recent Years:

APR 24, 2017
Units: NTS; shares; %
Number of
Number of | Number of Amount of
Shares and Value
. Date of | Shares and | Shares and Company
. Source of | % Stake in . Investment | of Stock Held as
Company Capital L Acquisition | Value of Value of . . Endorsement
Funds Subsidiary . Gain/Loss | of the Printing
or Disposal Stocks Stocks X /Guarantee
) . Date of this o
Acquired |Disposed of of Subsidiary
Report
Hwa Hsia Equit
77,270,000 quity 100% 814,152 shares
Company Ltd. Fund 8,793,000
Mandarin Equit 2,074,628 sh
e 2,001,825,000 | Y | 93.90% P7%b2E shares
Airlines, Ltd. Fund 22,406,000

Note: No subsidiary has a Company stock pledge nor has the Company leant money to any subsidiary.

8.4 Special Notes: None.

8.5 Situations with Major Impacts on Shareholder Equity or Share
Prices:

Change in the chairman of the board, general manager, or one-third or more of the directors of the

Company.
The Company’s juridical person director China Aviation Development Foundation assigned Mr. Ho,

Nuan-Hsuan to serve as its representative on the 20th Board on June 24, 2016. On the same day, the

Board approved the appointment of Mr. Ho, Nuan-Hsuan to serve as Chairman. On July 6, 2016, Mr. Hsieh,
Su-Chien was assigned to serve as representative on the 20th Board. On July 26, 2016, Mr. Cheng,

Chuan-Yi and Chen, Han-Ming were assigned to serve as representatives on the 20th Board. On August 9,
2016, Mr. Jong, Jia-shi was assigned to serve as representative on the 20th Board.
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[由「偏好設定」>「身分」對話方塊輸入個人與組織資訊。]



摘要



檢查程式發現此文件沒有問題。





		需要手動檢查: 2



		已通過手動檢查: 0



		未通過手動檢查: 0



		已略過: 1



		已通過: 29



		失敗: 0







詳細報告





		文件





		規則名稱		狀態		描述



		協助工具權限旗標		已通過		必須設定協助工具權限旗標



		純影像 PDF		已通過		文件不是純影像 PDF



		標籤化 PDF		已通過		文件是標籤化 PDF



		邏輯閱讀順序		需要手動檢查		文件結構提供邏輯閱讀順序



		主要語言		已通過		文字語言已指定



		標題		已通過		文件標題顯示於標題列



		書籤		已通過		書籤存在於大型文件中



		色彩對比		需要手動檢查		文件包含適當的色彩對比



		頁面內容





		規則名稱		狀態		描述



		標籤化內容		已通過		所有頁面內容皆已標籤化



		標籤化註解		已通過		所有註解皆已標籤化



		跳位順序		已通過		跳位順序和結構順序一致



		字元編碼		已通過		可靠的字元編碼已提供



		標籤化多媒體		已通過		所有多媒體物件皆已標籤化



		螢幕閃爍		已通過		頁面不會導致螢幕閃爍



		程式檔		已通過		沒有不可存取的程式檔



		限時回應		已通過		頁面不需要限時回應



		導覽連結		已通過		導覽連結不重複



		表格





		規則名稱		狀態		描述



		標籤化表格欄位		已通過		所有表格欄位皆已標籤化



		欄位描述		已通過		所有表格欄位都具有描述



		替代文字





		規則名稱		狀態		描述



		插圖替代文字		已通過		插圖要求替代文字



		嵌套的替代文字		已通過		無法讀取的替代文字



		與內容相關		已通過		替代文字必須與若干內容關聯 



		隱藏註解		已通過		替代文字不應隱藏註解



		其它元素替代文字		已通過		其它要求替代文字的元素



		表





		規則名稱		狀態		描述



		列		已通過		TR 必須為 Table、THead、TBody 或 TFoot 子元素



		TH 和 TD		已通過		TH 和 TD 必須為 TR 子元素



		表頭		已通過		表應有表頭



		規則性		已通過		表中每列必須包含相同的欄數，每欄必須包含相同的列數



		摘要		已略過		表中必須有摘要



		清單





		規則名稱		狀態		描述



		清單項目		已通過		LI 必須為 L 子元素



		Lbl 和 LBody		已通過		Lbl 和 LBody 必須為 LI 子元素



		標題





		規則名稱		狀態		描述



		適當的嵌套		已通過		適當的嵌套










返回頁首



