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l. Letter to Shareholders

The operating environment for the aviation industry

is closely related to the global economic atmosphere.

In recent years, economic growth has stimulated
overall air transport demand. The demand growth
rate in the Asia-Pacific region is higher than the
global level and has become momentum driving
global growth. With advantages including increasing
opening of traffic rights and the new southbound
policy, the air transport market is also flourishing.
Looking at 2018, the passenger flight business and
cargo flight business of China Airlines both showed
spectacular performance, with a total number of
91,000 flights, carrying 15.61 million passengers and
1.51 million tons of cargo. In terms of passenger
business, after the introduction of the 14th Airbus
A350-900 in October, 24 next-generation long-haul
passenger aircrafts are in use. Through the increase
of flights on European routes, such as Vienna and
Rome, and next-generation passenger aircraft taking
over New Zealand/Australia markets, we continue to
leverage our product strengths to enhance our
competitiveness and overall profitability. For
regional markets, flights have been increased on
existing routes, such as Taoyuan-Nagoya and
Taoyuan-Hanoi; Kaohsiung and Taichung have also
increased transportation capacity to optimize the
efficiency of the flight network. We have also
strengthened inter-airline cooperation, increased
code-sharing cooperation with Royal Brunei Airlines
and other airlines, to reinforce our market layout. In
terms of cargo business, benefiting from the
recovery of economy, the warming of the freight
market, the continued growth of demand for
e-commerce goods, and the shipping boom at the
end of the year driven by the tense trade relations
between China and the United States, revenue has
increased. In September, the 11th United States
cargo aircraft destination, Columbus, Ohio, began
with three flights a week, providing more options for
shippers.

Providing safe services is a top priority of operation
in the aviation industry. China Airlines was awarded
the Operational Safety Audit (IOSA) of the
International Air Transport Association (IATA) for the
eighth time in 2018, ensuring flight safety through
basic actions in line with international standards. In
addition, the launch of the on-board service In-flight
Medical Project provides high-quality and reliable
journeys and one more protection for passengers.

In addition to its commitment to the operation of
the aviation industry, China Airlines has also taken
advantage of the Group's diversified operations to
promote e-commerce sales and aerospace
maintenance business. The e-commerce platform
Dynasty Miles Go was officially launched. Also, the

re-invested Taiwanese aircraft maintenance
company has passed the certification of the Civil
Aeronautics Administration of the Ministry of
Transportation and Communications. The new
hangar will be officially opened in March 2019, and
the Company will sign the Airbus MRO Alliance
(AMA) contract with Airbus. The advantages of
maintenance technology and aviation material
resources will be fully enhanced, bringing in entirely
new opportunities for profit.

Corporate governance is the cornerstone of a
company's sustainable operation. China Airlines is
committed to promoting corporate governance and
enhancing its operational synergy. It also focuses on
aspects of “safeguarding shareholders' rights and
interests,” “equal treatment of shareholders,”
“strengthening Board structure and operations,”
“improving  information  transparency,” and
“implementing corporate social responsibility.” In
2018, China Airlines was awarded the high honor of
ranking in the top 5% in corporate governance
evaluations held by the Taiwan Stock Exchange.

Looking ahead to 2019, air transport demand
continues to grow, but there are still underlying
concerns, such as the trade war between China and
the US, oil price fluctuations, and fierce market
competition. China Airlines will continue to optimize
its operating efficiency as it enters its 60th
anniversary, with an optimistic but cautious
mindset.

1.1 Operating Performance in
2018

Operating revenue in NT dollars (same hereafter)
was NT$150.264 billion, a 7.47% increase over the
last year after-tax net profit was NT$1.79 billion, for
a basic after-tax net profit of NT$0.33 per share.

1.1.1 Results of the business strategy
* Fleet:

As of the end of December, the Company held 73
passenger aircraft (including leased aircraft) and 21
cargo aircraft, for a total of 94. In 2018, China
Airlines introduced four Airbus A350-900 self-owned
passenger aircrafts. Seven 747-400 and three
A340-300 passenger planes were sold.
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* Passenger flights:

Revenue from passenger business was NT$94.248
billion, a 4.07% increase over the last vyear,
accounting for 62.72% of total operating revenue. As
of the end of 2018, the China Airlines Group flew to
23 countries and 78 passenger destinations,
spanning Asia, Europe, the Americas and Oceania.
On average, there are 718 round-trip flights per
week.

* Cargo flights:

Cargo business income was NT$49.422 billion, a
15.02% increase over the last year, accounting for
32.89% of total operating revenue. As of the end of
2018, the China Airlines group flew 18 cargo planes
in cargo operations, flying to 15 countries and 34
destinations. Each week, there were an average of
97 cargo flights.

* Other operating income:

Other operating revenue included in-flight duty-free
sales revenue, a total of NT$6.594 billion, a 4.92%
increase over the last year, accounting for 4.39% of
total operating revenue.

* Investments and earnings:

As of the end of December, the Company had
investment in a total of 32 companies, in areas of
business such as air business, ground services,
logistics, aircraft maintenance, air cargo station
business, etc., which contributed NT$1.919 billion in
revenue over the year.

1.1.2 Business cash flow budget and
profitability analysis

e Cash flow:

Operating revenue was NT$150.264 billion, up
10.449 billion from last year.

Operating costs and expenses were NTS$148.417
billion, up NT$15.96 billion from last year.

Pre-tax net profit was NT$2.315 billion, down
NTS0.773 billion from last year.
After-tax net profit was NTS1.79 billion, down
NT$0.418 billion from last year.

* Budget execution:

Projected operating revenue was NT$144.545 billion,
and actual operating revenue was NTS$150.264
billion, for a 103.96% attainment; projected
operating costs and fees were NT$139.126 billion,
and actual operating costs were NT$148.417 billion,
for a spend rate of 106.68%. Projected losses from

non-operating activities were NT$2.504 billion, with
actual losses from non-operating activities at
NT$0.468 billion. Actual annual pre-tax net profit
was NTS2.315 billion, for a budget-achieving rate of
79.42%.

* Profitability:

Return on assets  1.33%

Return on equity  3.14%

After-tax profit margin ~ 1.19%
After-tax earnings per share  NT$0.33

1.1.3 Research and development

In view of the rise of the e-service era, China Airlines
is committed to the development of website
functions and the optimization of the ticket
purchasing system, which will provide a better
website experience and convenient services. In
terms of payment, the China Airlines official website
supports a multi-currency payment function to make
it more convenient for passengers; in addition, in
response to the fact that mobile phones have
become mainstream for modern people to collect
information and make transactions, the mobile
phone ticket purchasing process has been revised to
make the operations more convenient for
passengers and to provide passengers with
experience consistent with the experience on
desktop web pages. In recent years, revenue from
additional services has become increasingly
important in the aviation industry. The Company
provides travel insurance purchase function in South
Korea, Hong Kong, and other markets, to provide
more value-added services for passengers. At the
same time, China Airlines also continues to promote
advance customs clearance, going paperless,
Electronic Airway Bill (e-AWB) and other solutions,
to achieve the sustainable goal of low carbon
emissions and energy conservation.

The Company's information strategy development in
2018 had seven major directions: going mobile, big
data, artificial intelligence, cloud services,
information security, virtual and augmented reality,
and Internet of Things. We continued to grasp the
pulse of the industry and utilize digital technology to
understand customer value, master profit-earing
trends, find opportunities for innovation, strengthen
information security risk management, and enhance
the Company's operational competitiveness.
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1.2 Business Plan for 2019

The aviation industry operating environment is
deeply affected by global political and economic
factors. Based on the International Monetary Fund
(IMF) projections, affected by the trade war, China's
economic growth slowdown and the Brexit, the
overall global economic growth rate in 2019 will be
3.5%, slightly lower than 3.7% in 2018; and
according to IATA projections, in terms of passenger
transport, the global and Asia-Pacific growth rate in
passenger volume will be 6.0% and 7.5%,
respectively, and the growth rate of transport
capacity will be 5.8% and 7.1%, respectively, in 2019,
both slightly lower than last year's growth rate.
Supply and demand will gradually become balanced,
and market competition will continue to be fierce. In
terms of cargo business, IATA estimates that the
growth rate in 2019 will be 3.7%, which is slightly
lower than last year by 0.4%. It is estimated that the
market situation of oversupply will continue. The
prospects of global air transport market is cautiously
optimistic. China Airlines will continue to combine
the advantages of passenger and cargo aircrafts to
meet the challenges.

(Note: IATA will update the above growth rate
prediction data each quarter)

1.2.1 Passenger Service

China Airlines has continuously evaluated the
market development of the Southeast Asian routes,
the long-haul route markets of New Zealand,
Australia, Europe and America, and strengthened
the transit hub position of Taoyuan Airport; as for
the cross-strait route, China Airlines has closely
followed market movements and adjusted the
transport capacity in a timely manner.

* Cross-Strait Routes:

Limited by the slowdown in cross-strait travel
demand and affected by the traffic rights restrictions,
China Airlines launched the Taoyuan-Chongqging
route at the end of October 2018. In order to
continuously optimize the efficiency of the aviation
network and actively increase the revenue
contribution of each route, China Airlines actively
responds to market movements and maintains the
profit rate of the routes through the adjustment of
the aircraft models and the flexible regulation of the
transportation capacity based on travel demand and
passenger composition. In the future, we will
continue to adjust the transportation capacity
depending on cross-strait policy development and
market conditions. In addition, in cooperation with
the slot time progress of Shanghai’s Honggiao and

Pudong Airports, we will launch new routes, such as
Songshan-Honggiao and Taichung-Pudong, to
increase profit.

* Northeast Asian Routes:

Japan and South Korea are still the top choices for
Taiwanese tourists. In order to actively win over
increasing market demand, China Airlines has
increased its Taoyuan-Nagoya route from 11 flights
per week to 12 flights per week from the end of
October 2018; this will be increased to 14 flights per
week beginning at the end of March 2019. Moreover,
in order to meet the needs of people traveling to
Japan from central and southern Taiwan, the new
Taichung-Tokyo Narita route was launched in June
2018. In July, flights of Taichung-Ryukyu route were
increased from 4 flights per week to 5 flights per
week. At the end of October 2018, the flights on the
Kaohsiung-Osaka route were increased from 9
flights per week to 11 flights per week. Seasonal,
holiday/festival, and thematic charter flights were
specially arranged for seasonal demand to
strengthen the market share and competitiveness of
China Airlines in Taiwan.

* European Routes:

In order to enhance the efficiency of its aviation
network extension in Europe, expand the market
scale, and secure its leading position in the
Taiwan-Europe market, from the end of March 2018,
China Airlines has increased the flights on the
Taoyuan-Vienna route from 3 flights per week to 5
flights per week. And in July 2018, the flights on the
Taoyuan-Rome route were increased from 2 flights
per week to 3 flights per week. In the future, a more
tightly-woven and convenient European aviation
network will be provided.

* Australia and New Zealand Routes

To increase contribution to the New Zealand and
Australia aviation network and take the initiative to
grasp the opportunity for increasing revenue, China
Airlines specially adjusted aircraft models for
Brisbane, Auckland, and Melbourne during the peak
travel seasons to New Zealand and Australia,
enhancing the supply of seats through the
designation of peak seasons. In addition to securing
its market share, China Airlines will also actively
expand bidirectional connections market among
New Zealand, Australia, Europe and Northeast Asia,
strengthening China Airlines' travel services.

* Southeast Asian Routes:

In cooperation with the government's new
Southbound Policy, from the end of March 2018,
China Airlines has increased flights on the
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Taoyuan-Bangkok route from 23 flights per week to
28 flights per week, and increased the flights on the
Kaohsiung-Bangkok route from 5 flights per week to
7 flights per week. In July of the same year, flights on
the Taoyuan-Penang route were increased from 6
flights per week to 7 flights per week, and the
Kaohsiung-Hong Kong-Jakarta route was launched
with 7 flights per week. At the end of October 2018,
flights on the Taoyuan-Hanoi route were increased
from 7 flights per week to 14 flights per week.
Beginning at the end of March 2019, flights on the
Taoyuan-Phnom Penh route will be increased from 5
flights per week to 7 flights per week. China Airlines
will continue to pay attention to the various market
movements in the region and evaluate in a timely
manner the feasibility of additional transportation
capacity input.

* Long-Haul Routes:

In order to actively increase the efficiency of the
new destination Ontario, California, in China Airlines'
aviation network and to expand on costumer
sources, the flight schedule of Ontario has been
especially optimized from September 2018. The
main adjustment was the time of the return flight
from the US to Taiwan. Moreover, from the end of
October 2018, the aircraft model will be changed to
the Airbus A350-900 from the original Boeing
777-300ER; also, in order to continue to stimulate
the North American tourism market, flights on the
Taoyuan-Honolulu route will be increased beginning
May 2019, from 2 flights per week to 3 flights per
week, providing a variety of choices for visitors to
the United States.

1.2.2 Cargo Service

The global trade boom has slowed down since the
end of 2018. IATA assesses that the growth of
freight demand will slow down in 2019 and the
overall market will remain similar to 2018, which is
predicted to be a year where the market supply
exceeds demand, and the air transport market will
continue to be full of challenges. However, as the
Company actively expands the passenger and cargo
destinations, under the mutual support of passenger
and cargo aircrafts and efficient revenue
management, the margins for profitability will have
the opportunity to continue to grow. Furthermore,
while continuously optimizing the efficiency of the
passenger and cargo aviation network, expanding
potential markets, strengthening cooperation with
express delivery companies and other airlines,
continuous development of special products, such as
e-commerce goods, precision machinery, and cold
chain products, improvement of service quality, and
strengthening of freight information development

are also major development strategies for China
Airlines; strategies in response to the market of
2019 are described as follows:

* Long-Haul Routes

At the end of March 2019, the number of flights will
be maintained at 37 per week, and we will continue
to cooperate with customer needs to discuss
customized services, with a view to increasing the
4th flight per week of the scheduled and chartered
cargo flights to Columbus, Ohio, United States, and
to actively strive for opportunities of annual
chartered flight cooperation. As for inter-airline
cooperation, we will continue to strengthen the
expansion of emerging markets, such as Central and
South America, through close cooperation with
United Airlines. In addition to extending the service
of the aviation network, belly-hold capacity of the
passenger aircrafts will also be increased.

* European Routes:

Currently, 6 cargo flights per week have been
planned, and we will continue to evaluate the most
suitable relay station for European cargo flights; also,
we are actively evaluating the 7th Europe route
cargo flight per week to meet market demand and
secure revenue for the aviation network. In line with
the resuming of passenger flights to England, we will
continue to develop e-commerce express delivery
and postal delivery, fresh goods, and collaboration
with United Airlines to make full use of the
belly-hold capacity of Airbus A350-900.

* Regional routes:

54 flights are planned every week. In response to
the growth of sources of goods in Asia, the
transportation capacity of cargo flights in Singapore,
Penang, Ho Chi Minh City, and Hanoi will be
increased as part of the Southeast Asia layout. The
number flights will be gradually increased from 48
per week in 2016 to 54 in the 2019 summer
schedule. Through the increase in the proportion of
sources of goods within the region, the profitability
of Southeast Asian cargo flights will be effectively
improved. In addition, for the cross-strait cargo
flight routes, potential destinations will continue to
be evaluated to strengthen the layout of cross-strait
routes. As for Hong Kong and Northeast Asia, in
addition to maintaining 15 flights and 5 flights per
week, respectively, we will also strive for
non-scheduled chartered flight business and join
forces to develop high-priced sources of goods.
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* Improving revenue management and
expending chartered flight business and
high-growth source of goods:

In 2019, we will continue to improve revenue
management. Regarding the different transportation
needs of special cargo, such as time limit, volume,
and special ground treatment, we will continue to
enhance price differentiation and increase the
added value of transportation services by utilizing
the large cargo loading advantages and professional
services of our Boeing 747-400 all-cargo aircrafts; we
will also strengthen the promotion of bidding
mechanisms for shipping space in peak seasons to
enhance unit revenue.

In 2018, the chartered flight business achieved
brilliant results. In response to customer demand, a
total number of 159 scheduled and non-scheduled
customized chartered flights businesses were
promoted. In 2019, we will continue to deepen our
development of emerging markets, such as
Southeast Asia, flexibly adjust the aviation network
in response to market changes, promote the
customized chartered flight business, and maximize
the benefits of the cargo fleet.

The Company continues to grasp the pulse of the
market and expand potential markets for
high-growth source of goods, such as semiconductor
precision machinery, engine and aviation materials,
temperature-controlled cold chain, biotechnology
and pharmaceuticals, and other special cargo. In
addition, to respond to the development of
cross-border e-commerce, besides strengthening
cooperation with express delivery companies and
other airlines, the air and marine transport of
e-commerce postal delivery has also achieved
multiple growth in quantity in 2018. In 2019, the
Company will continue to grasp the logistics trend
and expand our business territory.

1.3 Development Strategies

In recent years, benefiting from the rapid economic
growth of developing countries, which has driven
the demand of the overall air transport market,
while the countries gradually loosen their air traffic
rights policies, the development of aviation industry
has been accelerated. However, the rapid

development has also led to the congestion of
airports in major cities around the world; with the
saturation of airlines’ aviation network layout, the
aviation market competition will continue to be
fierce, which will cause an impact on the overall
revenue.

In the future, China Airlines will develop by adopting
a balanced and stable strategy. In terms of
passenger transportation, we will continue to work
with multiple brands and capture market share
along with Mandarin Airlines and Tiger Air by
differentiating target customers, to maintain the
Group’s dominant position. We will also pay close
attention to market changes to adjust
transportation capacity, consolidate, and deepen
market cultivation, continue to develop potential
destinations, strengthen inter-airline cooperation,
optimize the layout of aviation network, and
continuously improve the product quality of the
fleet. In the future, we will cooperate with the
construction plan of Taoyuan Airport and start
arranging the development plan of China Airlines
Group after it is stationed in Terminal 3,
strengthening overall development momentum. In
terms of cargo transport, we will strengthen the
development of freight information, promote
customized services and charter business, and solicit
high-yield special goods to improve revenue
management performance and enhance service
quality.

China Airlines will continue to improve its operations,
and strengthen its external competitiveness through
optimizing its products, aviation network and service
quality. We will also continue to integrate Group’s
internal resources to achieve the synergy of
diversified operations, and to realize our vision of
“becoming the top airline choice in Taiwan.”

Chairman: Hsieh, Su-Chien

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, Germany. 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; Taipei-Guam, Taipei-Manila,
Kaohsiung-Manila, Hakodate charter, and
Taipei-Penang passenger flights; 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;
Kaohsiung to Changsha, Chongging, Beijing, and

2012:

2013:

2014:

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-Urumqi 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.
Once 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; earned ISO 14001 Environment Management
System Expansion Certification and 1SO 50001
Energy Management System Setup Certification.
Once 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. Inaugurated the
Songshan-Fuzhou and Taipei to Changchun, Hefei,
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2015:

2016:

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 outbound
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
following 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 ISO
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.

Inaugurated the Taipei-London route, becoming the
only airline in Taiwan to offer nonstop service to
London. Partnered with Air France on a codeshare
nonstop flight from Taipei to Paris. Added
codeshares on Taiwan-Japan routes with Air Japan.
Signed a memorandum of cooperation with KLM.
Signed an agreement to enhance cooperation with
American Airlines. Signed a Letter of Intent with
Airbus, comprehensively strengthening cooperation
on maintenance. Established a joint venture in
Taoyuan with NORDAM Aerospace (USA) as
“NORDAM Asia Ltd.” with both parties cooperating
to drive business investment and training of
aerospace maintenance personnel. Signed a
memorandum of cooperation with Changgeng
Hospital of Linkou for air medical treatment.
Obtained AS 9110 Airbus certification for
maintenance facility. Flew Taiwanese satellites to
the US on four occasions. Hosted the 2017 AAPA
annual conference to empower development in the
Asia-Pacific airline industry. Provided the second
A330-300 to work on plans for greenhouse gas
observation and testing in the Pacific. Signed the
Buckingham Palace Declaration against illegal
wildlife shipments. Used sustainable alternative
fuels and setting a milestone in carbon reduction
among Taiwanese airlines. Received many awards:

* Brand Service:
Excellence in Global Airline Cargo Service award.
Cheers magazine's 2017 TOP 20 Most Influential
Enterprises of the New Era. Awarded a Gold
Medal for reputation by Readers' Digest for the
19th consecutive year. Awarded a 2017 Global
Vision magazine five-star service rating.
Remained on top as Global Traveler's Best Airline
in Northeast Asia.

* Corporate Social Responsibility:
Won the Taiwan Top 50 Enterprises Sustainability
Report Gold Medal for Cargo Division, Climate
Leader Award, and Harmony with Society award.

* Other:
Selected for the Dow Jones Sustainability Index
for the second consecutive year.
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2018: The new US destination Taipei-Ontario, California,
route formally went into operation. Served as one of
the ten major members in the IATA Nominating
Committee in 2018. Launched Kaohsiung-Hong
Kong-Jakarta and Taipei-Chongqing passenger
transportation routes. Developed the cargo
transport destination in Columbus, Ohio, United
States. Joined hands with Japan Airlines in
developing the new destinations of Japan inland
routes, including Sapporo-Niigata, Sapporo-
Hanamaki, Fukuoka-Miyazaki, Fukuoka-Hanamaki,
Fukuoka-Amami, Kagoshima-Amami and
Kagoshima-Tokunoshima.

* Brand Service:

Selected as Cheers magazine's “2018 Top 20
Employers of the New Generation.” CAL Park was
awarded the Diamond Level of Green Building
Label, with an annual electricity savings of 23,000
kWh. Ranked among top 5% in the 4th Corporate
Governance Review China Airlines’ in-flight
magazine Dynasty received the 2018 APEX Awards
for Publication Excellence in the US.

Corporate Social Responsibility:

China Airlines Group donated 10 million NTS in
disaster relief for the Hualien earthquake. The
second airline worldwide to be certified by dual
systems, ISO 14001 and ISO 50001, maintaining
the highest standards for environmental risk
management. Cooperated with ClimateCare, a
British professional environmental facility, to
launch the “ECO Travel” carbon exchange
program.

* Product Design:
Awarded the “Best Premium Economy Class
Amenities Kit” of the Onboard Hospitality Award
by OBH Magazine.

¢ Other:
Selected as a constituent stock in the Dow Jones
Sustainability Index (DJSI). Awarded the Taiwan
Corporate Sustainability Award.

2019: Added new flights to Taipei-Palau route. Developed
cargo transport destination in Nagoya, Japan. Signed
a letter of intent with Chung Yuan Christian
University to jointly cultivate aviation talents.
Approved by the US Transportation Security
Administration to join the precheck program.
Evaluated as role-model company for global airlines
by the International Carbon Disclosure Project.
Selected as a constituent stock in the “TW ESG
Index.” The first cold chain transportation of
pharmaceuticals in Taiwan to achieve international
certification.
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lll. Corporate Governance Report

3.1 Organization

3.1.1 Organizational Chart (APR 27, 2019)
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3.1.2 Major Corporate Functions

Department

Functions

General Audit Office

Responsible for auditing the internal control system, results of implementation of the

annual business plan.

Secretarial Office, Board

of Directors

Responsible for holding Board of Directors meetings, collating and sending meeting
proceedings and overseeing matters relating to resolutions, coordination channels
with general public stockholders, matters relating to juridical person shareholder
representatives, director communications and services, and budgeting and controls

for the Board and all functional committees.

Corporate Development
Office

Responsible for drafting the Company’s medium and long-term strategic operating
plan, fleet plan, and annual business plan; seeking flying rights and building
relationships between the Company and civil aviation authorities in various countries;
establishing brand position and development strategies; planning medium and
long-term design and development of passenger cabins and entertainment systems;
purchasing, selling, and leasing of aircraft; and supervising the operational

performance and management of invested enterprises.

Corporate Safety Office

Drafts Company safety, security, quality assurance, environmental, and emergency
response policies and systems; establishes related management systems and carries
out educational training; implements related investigations, analysis, and
examinations; coordinates with government agencies and civil aviation authorities,
manufacturers, and groups to deal with Company safety, security, quality assurance,

environmental, and emergency response-related issues.

Corporate

Communications Office

Responsible for external Company communications, communication links with the
legislature and the media, planning social welfare activities, sponsoring charitable
activities, organizing inaugural flights and other holiday or celebratory activities,
publishing CAL Park Magazine, supervising and coordinating publication of Dynasty
magazine, organizing employee recreational activities, and setting the Company’s

brand image and advertising strategy.

Legal & Insurance Div.

Responsible for reviewing all outside agreements and contracts, handling litigation,
and management of insurance matters for Company assets, such as the fleet and

aeronautical parts, personnel, and passenger and cargo transportation.

Finance Div.

Responsible for planning financing sources, managing use of funds, controlling the
budget, auditing accounts receivable and payable items, preparing financial
statements, managing tax-related issues, fuel purchasing, and providing accounting

and cost analysis information.

Administration Div.

Responsible for procurement of general goods, managing renovation projects and
land/real estate, land transport management and vehicle maintenance, handling
company licenses, monitoring and safekeeping of Company seals, sending and receipt

of prospectuses and official documents, and document management.

Cabin Crew Div.

Responsible for establishing cabin crew operating standards, managing training of
cabin crew, planning cabin crew manpower needs, and implementing assignment of

cabin crew personnel.

14
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Department

Functions

Ground Services Div.

Responsible for establishing ground services operating standards, development of the
ground services operating system, planning and implementation of a full range of
ground services training, supervising ground services operations at each station,
providing ground services at Taiwan Taoyuan and Songshan Airports, and overall

management of ground service provider contracts.

In-Flight Service Supply
Chain & Marketing Div.

Responsible for the research and development, marketing and planning of various

in-flight service supplies and products for sale; planning and supply management of
meals and beverages in all flights of the entire route; supervising and controlling the
logistics and supply management such as the purchasing, warehousing, preparation
and loading of various in-flight service supplies; working on improving the quality of

in-flight service products based on customer feedbacks and market trends.

Service Quality

Assurance Dept.

Established and implements the Company’s ISO 9001 quality management system
and implements service quality education, internal quality auditor training, and
measures to encourage better understanding of quality-related issues. Monitors
passenger satisfaction surveys and on-time targets, investigates and analyses
passenger satisfaction in relation to Company goals, and plans and implements

passenger service quality checks.

Passenger Sales &

Marketing Div.

Responsible for supervising the passenger transport network planning and route
management of the entire route, seat control, business promotion, digital marketing,
customer relationship maintenance, membership marketing and inter-airline
cooperation, cross-industry collaboration, determination of passenger transport rates
and various quotas, performance evaluation, and developing and maintaining
revenue management systems and passenger transport business trainings at all

levels.

Information

Management Div.

Combines information technology with business knowledge to promote

computerization within the Company to upgrade operational competitiveness.

Human Resources Div.

Responsible for planning the Company organization and human resources,
establishment of a personnel management system, and setting pay standards.
Provides recruitment services, supervises personnel management, established the
employee training system and oversees future updates, provides employee health

management, and manages personnel assignments to affiliated enterprises.

Occupational Safety &
Health Dept.

Writes the Company’s Occupational Health and Safety Manual and regulations;
drafts, plans, supervises, and promotes health and safety matters and guides
implementation in relevant departments in order to prevent occupational hazards
and ensure employee health and safety. Received OHSAS 18001 and CNS 15506
occupational health and safety certification following SGS audit to effectively control

occupational incident risk and improve occupational health and safety performance.

Cargo Sales, Marketing

& Services Div.

Establishes the cargo development strategy, supervises cargo operations on all
routes, plans the cargo flight timetable and controls allocation of hold space, sets
cargo shipping rates and sales quotas, evaluates operating performance, drafts and

oversees cargo services and operating standards, and is responsible for passenger
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Department Functions

and cargo plane loading control operations, cargo equipment controls and
replenishment, Taipei cargo terminal operations, and accounting for the Cargo Sales,

Marketing & Services Division and Taiwan Cargo Center.

Flight Operations Div.  |Responsible for cabin crew manpower requirement planning, training and
management of cabin crew, developing flight operating standards, controlling fuel
consumption, planning and implementation of crew and flight assignments, and

maintaining airplane flight manuals and flight simulators.

System Operation Manages coordination of all airports in the system, oversees flight status, coordinates
Control Div. and manages adjustment of flights in response to anomalies, guarantees on-time
performance rates, provides real-time information to aircraft in flight, ensures flight
safety, investigates reasons for major delays to flights, establishes comprehensive
aircraft and statistical analysis data; operates and guides crew allocation, plans and
manages flight permits; responsible for safety management and liability related to

business.

Maintenance Div. Responsible for implementation of airplane maintenance, client aircraft maintenance
services, support and supervision of station maintenance, and development of

maintenance capabilities.

Engineering Div. Responsible for the planning and control of airplane maintenance, materials supply
management, controlling maintenance costs, and planning the information system

development strategy.

Quality Assurance Div. |Responsible for coordination and communication with other countries’ civil aviation
authorities; maintaining the validity of operating standards, repair facility licenses,
and aircraft airworthiness certificates; authorization and management of
maintenance personnel training and task assignments; formulation and
implementation of the quality audit system. Established and implements the aircraft
quality management and on-site inspection systems, implements introduction of new
aircraft and sale or return of aircraft as stipulated in the fleet plan, and assists in

aircraft incident investigations.

Technical Training Develops type training and license conversion training that comply with CAA 05-02A
Center requirements. Compose training plan and execute training in accordance with EMO

(Engineering & Maintenance Organization) demands and customer requests.

Branch offices Responsible for each branch’s development and promotion of passenger and

freight-related operations.
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3.2 Directors and Management Team
3.2.1 Directors

APR 27,2019

B Executives, Directors or
Nationality . Shareholding when . Spouse & Minor Shareho!dmg by . Supervisors who are
Title Name |/ Country | Gender ROl BED Term Elected Cupentinarenclne Shareholding WEIINES Experler}ce Other Position | Spouses or within Two
of Origin Elected Elected |(vears) Arrangement (Education) e
Shares % Shares % Shares % Shares % Title [ Name
o
2 g Z | RO.C. - 07/07/1988 | 06/27/2018 | 3 |1,867,341,935| 34.13%| 1,867,341,935(34.45% - - - - - - - - -
(=3 @
o =
ER] g
Chairman, Taiwan Air [Chairman & None| None | None
Cargo Terminal Ltd. President, China
Senior Vice President |Airlines Ltd.
of Marketing, China | Chairman,
Airlines Ltd. Mandarin Airlines,
Director, Taiwan Ltd.
Region and General |Director &
Manager of Taipei President, CAL
Branch Office, China |[Park Co., Ltd.
Airlines Ltd. Director, CAL Hotel
Q General Manager, Co., Ltd.
2 Australia Branch Director, CAL-Asia
3 Office, China Airlines [Investment Inc.
= T Ltd. Director,
g_' % GeneraI'Manager, CAL»Dyn.asty
v & | RoC. | Male |07/06/2016 | 06/27/2018 | 3 48,517 0.00% 48,517 0.00% 0| 0.00% 0| 0.00% |Indonesia Branch | International, Inc.
A B Office, China Airlines |Director, Dynasty
25 Ltd. Properties Co., Ltd.
EA General Manager, Director, Taoyuan
Kaohsiung Branch International
Office, China Airlines |Airport Services
Ltd. Co., Ltd.
Vice President,
Passenger Sales Div.
Chairman, Abacus
Distribution Systems
Taiwan Ltd.
Bachelor’s Degree,
Department of
Economics, Soochow
University
382
sgo
g § Z | RO.C. - 07/07/1988 | 06/27/2018 | 3 |1,867,341,935| 34.13%| 1,867,341,935(34.45% - - - - - - - - -
sz g
]
Director, Wan Hai Chairman, Eyon None| None | None
Lines Ltd. Holding Group
Chairman, UTAC Vice Chairman,
Group, Singapore Taiwan Air Cargo
Chairman, Epistar Terminal Ltd.
Corp. Vice Chairman,
3 Director, Formosa Taian Insurance
2 International Hotels  |Co., Ltd.
IS ol Ltd. Director, Epistar
23 Director, Ascendas Corp.
23 Pte. Ltd. Director, Shihlin
Q g R.0.C. | Male |07/01/2000 | 06/27/2018 | 3 190,166| 0.00% 190,166| 0.00% | 155,849 0.00% 0| 0.00% |Director, Ichia Papaer Co., Ltd.
-3 Technologies, Inc. Chairman, Wan
0 = . .
ze Adjunct Associate Hai International
S Professor, National Pte. Ltd.
Tsing Hua University |President,
MBA, New York Chen-Yung
University, U.S.A. Foundation
Vice Chairman,
Wan Hai Lines
(Singapore) Pte
Ltd.
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Nationality

Shareholding when

Spouse & Minor

Shareholding by

Executives, Directors or
Supervisors who are

Title Name [/ Country | Gender ER(ALE:E DEiD Term Elected G Sierclelili Shareholding o e EXpener?ce Other Position Spouses or within Two
of Origin Elected Elected | (Years) Arrangement (Education) Degrees of Kinship
Shares % Shares % | Shares % |Shares| % Title [ Name
Chairman, Central Member, Risk None | None | None
Trading & Committee, China
Development Corp.  |Airlines Ltd.
BA in Finance, Boston |Group Chairman,
University, U.S.A. Phu My Hung
Holdings Group
Chairman, Hiep
Phuoc Power Co.,
Ltd.
Chairman, Macro
= Technologies Inc.
v%' » (Vietnam) Ltd.
3
= g Chairman, Phu My
§ & | roc. | male |01/28/2008| 06/27/2018| 3 0| 0.00% 0| 0.00% 0{ 0.00% 0| 0.00% g‘;:‘f Asia Holdings
M .
é: % Vice Chairman,
@ TVBS Media Inc.
Director, Phu My
Hung
Development
Corp.
Visiting Professor,
College of
Management of
National Taiwan
Normal University
Director, Yuan-Chin |Chairman, Prime  |None| None | None
Development Co., Development Co.,
- Ltd. Ltd.
i Member, Rotary Club |Supervisor,
23 of Taipei Tunhua Chang-Jia M&E
£% | ROC | Male |07/26/2016|06/27/2018 | 3 o| 0.00% 0| 0.00% 0| 0.00% 0| 0.00% 2¢cLth;2iLre, ETrgeI?te;rlgﬁfan’;y
£z University of Bearing Co., Ltd.
® Plymouth, UK
MSc, Birmingham City
University, UK
PT Lecturer, National [Chairman, K Hotes |None| None | None
Open University Group
» PT Lecturer, National |Chairman, Kodak
5 H Open College Trading Co., Ltd.
28 | ROC. | Male |06/27/2018|06/27/2018 | 3 3,737| 0.00% 3,737| 0.00% 0| 0.00% 0| 0.00% |President, Keelung | Chairman, Kota
? g Found for Children & |Enterprise Co., Ltd.
¥ Families
h MBA, Keio University
Japan
Jet Airplane Member of None| None | None
Maintenance Group, |Council, China
Air Force Technical Airlines Employees
Sz School Union
o rED Foreman, Line
g § | RO.C. | Male |06/27/2018 | 06/27/2018 | 3 0| 0.00% 0| 0.00% 0| 0.00% 0| 0.00% ’I‘)":;;‘rfr’;ae’:fte
o o g
5 s Engineering &
= Maintenance
Division, China
Airlines
-
c o
L E
S g 3 5| ro.c. - 06/15/2012 | 06/27/2018 | 3 519,750,519 9.50%| 519,750,519( 9.59% - - - - - - - - -
=3 g (BD i
<3
o
Member, Tax Reform |Member, Risk None| None | None
Commission, Committee, China
Executive Yuan Airlines Ltd.
Member, Public Director,
o Administration Taipei Exchange,
3 Appeals Commission, |R.O.C.
g Taipei City Independent
- Government Director, Nan Shan
5 § Deputy Dean, College [Life Insurance Co.,
w3 of Management, Ltd.
-] R.0.C. | Male |06/15/2012 | 06/27/2018 | 3 0| 0.00% 0| 0.00% 0| 0.00% 0| 0.00% [National Taiwan Director, iPASS
§ % University Corp.
@ 3 Chairman, Professor,
Department and Department &
Graduate Institute of [Graduate Institute
Accounting, National |of Accounting,
Taiwan University National Taiwan
Ph.D. in Accounting, |University
Arizona State
University, U.S.A.
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Nationality

Shareholding when

Spouse & Minor

Shareholding by

Executives, Directors or
Supervisors who are

Title Name [/ Country | Gender ER(ALE:E DEiD Term Elected G Sierclelili Shareholding o e EXpener?ce Other Position Spouses or within Two
of Origin Elected Elected | (Years) Arrangement (Education) Degrees of Kinship
Shares % Shares % | Shares % |Shares| % Title [ Name
Director General, Deputy Mayor, None| None | None
Tourism Bureau of Tainan City
Tainan City Government
Government
Chairperson,
Research,
Development and
Evaluation
Commission of Tainan
City Government
= Director General,
53 Ketagalan Foundation
> T "
@ g Director General,
@ g R.0.C |Female|06/27/2018 | 06/27/2018| 3 0| 0.00% 0| 0.00% 0| 0.00% 0| 0.00% |Information
B Department of
[ Kaohsiung City
= Government
Director General,
Judicial Reform
Foundation
Director General,
Taiwan Association
for Human Rights
Master, International
Development Policy,
Duke University
Chairman, China Steel | Chairman, Risk None| None | None
Chemical Corp. Committee, China
5 Chairman, Universal |Airlines Ltd.
3 o eXchange Inc. Member, Audit
3 Z Executive Vice Committee, China
3 2 President, China Steel |Airlines Ltd.
] i R.O.C. | Male |06/15/2012 | 06/27/2018 | 3 0| 0.00% 0| 0.00% 0| 0.00% 0| 0.00% |Corp.
S e Vice President of
3 § Finance, China Steel
g. Corp.
= MBA, Arizona State
University, U.S.A.
Consultant, Chairman, Audit None| None | None
Legislative Council Committee, China
Office Airlines Ltd.
Director, Shian CPA  |Member,
Firm Remuneration
Adjunct Asso. Committee, China
5 Professor, Chinese Airlines Ltd.
S Culture University Member, Risk
3 Q Controller, Amagic Committee, China
2 ] Holographics, Inc. Airlines Ltd.
] j ® R.0.C. |Female | 06/27/2018 [ 06/27/2018 | 3 0| 0.00% 0| 0.00% 0| 0.00% 0| 0.00% |Senior Associated Member,
S o 5_/\: CPA, Wu, Liang, and |Foundation
3 < Huang CPAs Management
8 Staff Accountant, Committee,
= AAA (Auto Club of S.  [Environmental
California) Protection
MBA, University of Administration
California, Irvine, Independent
US.A. Director, K Laser
Technology Inc.
Independent Director |Chairman, None| None | None
of First Financial Remuneration
Holding Co., Ltd. Committee, China
Independent Director |Airlines Ltd.
of Taiwan Fertilizer Member, Audit
Co., Ltd. Committee, China
Committee of Airlines Ltd.
Securities and Member, Risk
Futures Investors Committee, China
Protection Center Airlines Ltd.
E Master of Laws, Consultant of
o R .
1] - National Chung Hsing P“bl'F Service
] E University Pension Fund
2 2 . o . o Management
3 T R.O.C. |Female | 06/27/2018 | 06/27/2018 | 3 0| 0.00% 0| 0.00% 0| 0.00% 0| 0.00% Board, Ministry of
= DY Civil Service,
3 © Examination Yuan
=4 Lawyer of Lian
Yung Law Office
Independent
Director of
Formosa Advanced
Technologies Co.,
Ltd.
Independent
Director of Hua
Nan Securities Co.,
Ltd.

Note 1: The average term of the members of the 21st Board of Directors as Directors of the Company was 5 years.
Note 2: The three Independent Directors of the 21st Board of Directors have not been appointed for more than 9 consecutive years.
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Major shareholders among institutional shareholders

Name of Institutional Shareholders Major Shareholders

China Aviation Development Foundation Non-corporate organization, not applicable

National Development Fund, Executive Yuan Non-corporate organization, not applicable

Professional qualifications and independence analysis of directors

Meets One of the Following Professional Qualification Requirements, Together

Criteria
with at Least Five Years Work Experience

Independence Criteria (Note 1)

An Instructor or
Higher Position
in a Department
of Commerce,

Number of Other Public
Companies in Which
the Individual is
Concurrently Serving as
an Independent

Law, Finance,
Accounting, or
Other Academic
Department

A Judge, Public Prosecutor, Attorney,
Certified Public Accountant, or Other
Professional or Technical Specialist
Who has Passed a National

Has Work Experience in
the Areas of Commerce,
Law, Finance, or
Accounting, or Otherwise

Related to the
Business Needs
of the Company
in a Public or
Private Junior
College, College

Examination and been Awarded a
Certificate in a Profession Necessary
for the Business of the Company

Necessary for the
Business of the Company

Director

Name > X
or University
Hsieh, Su-Chien - - v [ I IV 70 [ I v v v 0
Charles v _ v v -|\vVIvVIVIVIVIVIV] - 0
C.Y.,Chen
Ting, ) B} v vIvivivivivivivlv] - 0
Kwang-Hung
Chen, Han-Ming - - v vIivIivIivIVIVIVIVIV] - 0
Ko, Sun-ta - - v vVIiVIVIVIVIVIVIVIV] - 0
Wei, Yung-yeh = v v -\ vVivIVIVIVIVIV] - 0
Lin, Su-Ming v v v vIVIVIVIVIVIVIVIV] - 1
Wang, Shih-szu - - v vIivIivIivVIVIVIVIVIV] - 0
Chung, Lo-Min - - v vIiVIiVIVIVIVIVIVIVIV 0
Chang, Hsieh ; v v v\vivivlvivivlviv]v 1
Gen-sen
Shen, Hui-Ya - v v vIivIivIivIVIVIVIVIVIV 2

Note: 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.
2.

8.
9.

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

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.

. 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.

. 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.

. 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.

. 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.

. 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”.

Not having a marital relationship, or a relative within the second degree of kinship to any other director of the Company.

Not been a person of any conditions defined in Article 30 of the Company Act.

10. Not a governmental, juridical person or its representative as defined in Article 27 of the Company Act.
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3.2.2 Management Team

APR 27,2019

Spouse & | Shareholding Managers Who Are Employ
Nationality/ Date Shareholding Minor by Nominee Spouses Or Within Two | ee Stock
Title Name Country Of | Gender Effective Shareholding | Arrangement | Experience (Education) Other Positions Degrees Of Kinship Option
Origin X . |Certifica
Shares | 9% |Shares| 9 |Shares| % Title Name |Relation -
Chairman & President,
China Airlines Ltd.
Chairman, Mandarin
Airlines, Ltd.
Chairman, Taiwan Air Fti;ector, CAL Hotel Co,
Cargo Terminal Ltd. Director, CAL-Asia
General Manager,
. . ) Australia Branch In.vestment Inc..
President Hsieh, Su-Chien R.0O.C. Male |06/24/2016| 48,517(0.00% 0{0.00% 0| 000%| ) . ) Director & President, CAL None None None None
Senior Vice President Of
Marketing P?rk Co., Ltd.
Director, Taoyuan
Bachelor’s Degree from ! )
Soochow University Inteljnatlonal Alrpo.rt
Services Co., Ltd. Director,
CAL-Dynasty International,
Inc.
Director, Dynasty
Properties Co., Ltd.
Supervisor, Taiwan Airport
Service Co., Ltd.
Vice President, Supervisor, China Pacific
Administration Div. Catering Services Ltd.
Auditor General, Deputy Auditor General, |Supervisor, CAL Park Co.,
General Audit Fang, Juo-Ling R.0.C. Female [01/01/2018 | 8,000(0.00% 0(0.00% 0| 000%|General Audit Office Ltd. None None None | None
Office Master’s Degree from Supervisor, Taiwan Aircraft
Georgia State University, |[Maintenance And
USA. Engineering Co., Ltd.
Supervisor, CAL Hotel Co.,
Ltd.
Assistant Vice President,
Finance Div. .
Deputy Auditor General Manager, General ;u;(;r:ii;;i::)uz‘IEI
General, General Ho, Hui-Fen R.0.C. Female [ 02/01/2018 0]0.00% 0]0.00% 0| 000%|Accounting Department, . 3 N None None None None
Audit Office Finance Div. Supervisor, lTalwan Air
Cargo Terminal Ltd.
Master’s Degree from
Soochow University
Chairman, Kaohsiung
Airport Catering Services
Ltd.
Chairman, Taiwan Airport
Service Co., Ltd.
Chairman, Taiwan Airport |Director, Taoyuan
Services Co., Ltd. International Airport
Concurrently, President,  [Services Co., Ltd.
. N Taiwan Airport Services Director, Tigerair Taiwan
senior Vice Co., Ltd. Co,, Ltd.
President Chang, Young R.O.C. Male [06/24/2016 0{0.00% 0{0.00% 0| 000%| " o o None None None None
A) Pr95|den.t, Taoy.uan Director, Mandarin Airlines,
International Airport Ltd.
Services Co., Ltd. Director, Arport Air
Bachelor’s Degree from Fu | Terminal (Xiamen) Co., Ltd.
Jen University Director, Arport Air Cargo
Service (Xiamen) Co., Ltd.
Director, Taiwan Aircraft
Maintenance And
Engineering Co., Ltd.
Director, CAL Park Co., Ltd.
Director, CAL Hotel Co.,
Ltd.
Vice President, Passenger |Director, Mandarin Airlines,
Sales Div. & Passenger Ltd.
Senior Vice Wang, Marketing Div. Director, Taiwan Air Cargo
President Chen—lV;in R.0.C. Male [01/01/2019| 35,621|0.00% 0{0.00% 0| 000%|General Manager, Korea |Terminal Ltd. None None None None
(W) Branch Director, Tigerair Taiwan
Bachelor’s Degree from Co., Ltd.
Feng Chia University Director, Taiwan Aircraft
Maintenance And
Engineering Co., Ltd.
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Spouse & | Shareholding Managers Who Are Employ
Nationality/ Date Shareholding Minor by Nominee Spouses Or Within Two | ee Stock
Title Name Country Of | Gender o Shareholding | Arrangement | Experience (Education) Other Positions Degrees Of Kinship Option
Origin Shares | % |Shares| % |Shares| % Title Name |Relation Ce;:gca
Vice President, Flight
L Op?ratlons. Div. . Director, Mandarin Airlines,
Senior Vice Ko, Assistant Vice President, Ltd,
President . ! R.O.C. Male [06/01/2011| 62,809|0.00% 0{0.00% 0| 000%|Flight Operations Div. ) None None None None
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.
Director, China Aircraft
Vice President, Services Ltd.
o Maintenance Div. Director, Taikoo (Xiamen)
Senior Vice . . . .
President Wang, Houng | ROC. | Male |08/16/2017| 12,089|000%|  0|00o%| o] oo VicC President Landing Gear Services Co, | | None | None | None
WE) Engineering Div. Lt,d' .
Bachelor’s Degree from Director, Haeco Composite
Feng Chia University Structures (Jinjiang) Co.,
Ltd.
Director, Taoyuan
International Airport
Services Co., Ltd.
Director, NORDAM Asia
Ltd.
Director, CAL-Asia
General Manager, China Investment Inc. )
e . X Concurrently, President,
Pacific Catering Services X
d CAL-Asia Investment Inc.
Senior Vice I(.Z‘m;fidential Consultant Director, CAL Hotel Co.,
President Lo, Ya-Mei R.0.C. Female [ 06/24/2016 0(0.00% 0(0.00% 0| 0.00% Executive Yuan " Ld. None None None | None
(VW) Director, Mandarin Airlines,
Master’s Degree from
National Taiwan Lt,d'
- Director, Taoyuan
University . .
International Airport
Services Co., Ltd.
General Manager, Korea
Data Protection Branch
) . . General Manager,
Officer, DPO Wu, Hsiao-Sui R.0.C. Male [07/21/2018 0(0.00% 5210.00% 0| 0.00% None None None None | None
Team Honolulu Branch
Master’s Degree from
Cranfield University, UK
Assistant Vice President,
Human Resources Div.
General Manager, Human
Vice President, h Resources &
Human Sh\;(:Tilng R.0.C. Male |04/01/2019 868(0.00% 0(0.00% 0| 000%|Administration None None None None None
Resources Div. Department, Maintenance
Div.
Bachelor’s Degree from
Chinese Culture University
General Manager, Human
Resources Development
Dept., Human Resources
Assistant Vice Div.
President, . General Manager,
Lee, Pei-Chen R.0.C. Female [04/01/2019 | 11,975(0.00%| 7,144|0.00% 0| 000% . X None None None None | None
Human Administration Dept.,
Resources Div. Ground Services Div.
Master’s Degree from
National Taiwan Normal
University
Vice President, Corporate
Safety Office
Vice President, Assistant Vice President,
Flight Operations | Lai, Ming-Hui R.0.C. Male [03/01/2016| 19,127|0.00% 0(0.00% 0| 000%|Flight Operations Div. None None None None | None
Div. Bachelor’s Degree from
National Cheng Kung
University
General Manager, Legal
Affairs Department, Legal
& Insurance Div.
Assistant Vice Tung General Manager,
President, Flight Hsing-H'ua R.0.C. Male [03/16/2018 587(0.00% 0(0.00% 0| 000%|Business Management None None None None | None
Operations Div. Department, Business
Development Office
Master’s Degree from
Tunghai University
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Spouse & | Shareholding Managers Who Are Employ
Nationality/ Date Shareholding Minor by Nominee Spouses Or Within Two | ee Stock
Title Name Country Of | Gender o Shareholding | Arrangement | Experience (Education) Other Positions Degrees Of Kinship Option
Origin Certifica
E Shares | % |Shares| % |Shares| % Title Name |Relation -
General Manager, Flight
Operations Training Dept.,
Flight Operations Div.
General Manager,
Assistant Vice Chen, Planning & Deselo ment
President, Flight i R.0.C. Male [08/01/2018| 19,299|0.00% 0(0.00% 0| 000% g_ P None None None None | None
. N Chwen-Der Dept., Flight
Operations Div. . .
Operations Div.
Master’s Degree from
National Cheng Chi
University
Assistant Vice President,
Vice President, Corporate Safety Office
System Chou, Vice President, Taiwan
¥ . R.0.C. Male [02/01/2017| 9,171(0.00%| 7,3820.00% 0| 000%| . R None None None None | None
Operation Jyh-Shyan Airport Services Co., Ltd.
Control Div. Master’s Degree from
RMIT University, AU
General Manager, Base
. . Maintenance Department,
Assistant Vice . "
. Maintenance Div.
President, Jen| General Manager, Line
System g,. R.0.C. Male (08/01/2013| 1,494|0.00% 0/0.00% 0] 000% X Ber, None None | None | None | None
. Jong-Shinn Operation Department,
Operation . .
B Maintenance Div.
Control Div. o,
Associate’s Degree from
Lung Hwa College
General Manager, Safety
Assurance Department,
. . Corporate Safety Office
Assistant Vice
. General Manager,
President, Huan Administration
System X gf R.O.C. Male (08/01/2017| 1,000|0.00% 0/0.00% 0| 000% None None | None | None | None
. Hsiang-Piao Department, Ground
Operation . .
i Services Div.
Control Div. )
Bachelor’s Degree from
National Sun Yat-Sen
University
Vice President, Corporate |Director, Sabre Travel
Vice President, Development Office Network (Taiwan) Ltd.
Passenger Assistant Vice President, |Director, Everest
Sales & Peng, Pao Chu R.0.C. Female [01/01/2019| 8,434|0.00% 0(0.00% 0| 000%|Passenger Sales Div. Investment Holdings Ltd. None None None | None
Passenger Bachelor’s Degree from  |Director, Yestrip Co., Ltd.
Marketing Div. National Taiwan Director, Tigerair Taiwan
University Co., Ltd.
Assistant Vice President,
Assistant Vice Passenger Sales &
President, Marketing Div.
Passenger General Manager, Sales
. Chen, Pei-Ti | RO.C. |Female|11/01/2018 0{000%|  o|o.0o%|  of oo 8 None None | Nome | None | None
Sales & Management Deparment
Passenger Bachelor’s Degree from
Marketing Div. National Taiwan
University
Supervisor, Dynasty
Aerotech International
Corp.
i CAL Hotel Co.
Vice President, i:;)erwsor, otel Co.,
Investment Development _ )
. Supervisor, Mandarin
& Management Div. .
Airlines, Ltd.
Vice President, General Manager, Supervisor, Arport Air
. o Chen, I-Chieh R.0.C. Male [02/16/2017| 6,161|0.00% 0/0.00% 0| 000%|Vietnam Branch P . L P None | None | None | None
Finance Div. Terminal (Xiamen) Co., Ltd.
Concurrently, General . )
. Supervisor, Arport Air
Manager, Hanoi Branch N )
) Cargo Service (Xiamen) Co.,
Master’s Degree from Ltd
National Taipei Universit; )
ational Taipel Lniversity Supervisor, China Pacific
Laundry Services Ltd.
Supervisor, Tigerair Taiwan
Co., Ltd.
General Manager, Finance
& Treasury Department, . . .
) . Supervisor, Taiwan Aircraft
Finance Div. .
. ) Maintenance And
Assistant Vice General Manager . .
R X . Engineering Co., Ltd.
President, Yen, Yang R.0.C. Female [ 05/01/2018 0/0.00% 0/0.00% 0| 000%| Economics Analysis Supervisor. Kaohsiun None None None | None
Finance Div. Department, Finance Div. .p L g
) Airport Catering Services
Master’s Degree from The 1td
City University of New '
York, U.S.A.
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Nationality/
Country Of
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Effective

Shareholding
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Arrangement
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%

Shares

%

Shares

%

Experience (Education)
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Managers Who Are
Spouses Or Within Two
Degrees Of Kinship

Title | Name

Relation

Employ
ee Stock
Option
Certifica
tes

Assistant Vice
President,
Finance Div.

Huang, Hui Na

R.0.C.

Female

09/01/2017

16,661/ 0.00%

0/0.00%

0] 000%

General Manager,
Passenger Sales Revenue
Audit & Control
Department, Finance Div.
General Manager,
Accounting And
Administration
Department, Taipei
Branch

Master’s Degree from
Soochow University

Supervisor, Global Sky
Express Ltd.

Supervisor, Yestrip Co., Ltd.

None None None

None

Vice President,
Corporate Safety
Office

Chen, I-Ko

R.0.C.

Male

03/01/2016

23,541(0.00%

0/0.00%

0| 000%

Assistant Vice President,
Corporate Safety Office
Vice President, Safety
Office, Mandarin Airlines,
Ltd.

Associate’s Degree from
United College of
Engineering

None

None None None

None

Assistant Vice
President,
Corporate Safety
Office

Yu, Yueh Han

R.0.C.

Male

12/06/2018

0/0.00%

0/0.00%

0] 000%

General Manager, Safety
Department Corporate
Safety Office

Vice President Of Safety,
Security, Quality &
Environment, Tigerair
Taiwan Co., Ltd.
Master’s Degree from
National Sun Yat-sen
University

None

None None None

None

Vice President,
Legal & Insurance
Div.

Chien,
Feng-Nien

R.0.C.

Male

01/03/2017

0/0.00%

0/0.00%

0| 000%

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

Vice President,
Corporate
Communications
Office

Liu, Tsao-Yang

R.0.C.

Male

11/05/2018

60,488 0.00%

0/0.00%

0] 000%

X

Vice President, Ground
Services Div.

Chief Representative,
South China Concurrently,
General Manager,
Guangzhou Office
Bachelor’s Degree from
Chinese Culture University

None

None None None

None

Assistant Vice
President
Corporate
Communications
Office

Fang, Heng-Ru

R.0.C.

Male

10/20/2018

1,656(0.00%

0/0.00%

0| 000%

General Manager,
Anchorage Branch
Assistant Vice President,
Flight Operations Div.
Master’s Degree from
Washington State
University, U.S.A.

None

None None None

None

Assistant Vice
President
Corporate
Communications
Office

Lin, Herng Shan

R.0.C.

Male

04/16/2019

0/0.00%

0/0.00%

General Manager,
Corporate Affairs
Department, Corporate
Communications Office
General Manager
Employee Relations
Department, Human
Resources Div.
Master’s Degree from
RMIT University, AU

None

None None None

None

Vice President,
Administration
Div.

Chung,
Ming-Jyh

R.0.C.

Male

07/21/2018

638(0.00%

0/0.00%

0| 000%

Deputy Auditor General,
General Audit Office
President Taiwan Airport
Services Co. Ltd.
Master’s Degree from
National Taiwan
University

Director, Dynasty Aerotech
International Corp.

None None None

None
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Spouse & | Shareholding Managers Who Are Employ
Nationality/ Date Shareholding Minor by Nominee Spouses Or Within Two | ee Stock
Title Name Country Of | Gender o Shareholding | Arrangement | Experience (Education) Other Positions Degrees Of Kinship Option
Origin Shares | % |Shares| % |Shares| % Title Name |Relation Ce;:gca
General Manager, Services
Items Planning
Assistant Vice Department, In-Flight
President, Chen, Jo-Ching | R.O.C. |Female |10/01/2015 0/0.00% 0lo.00%| 0| oome|SCrvice Supply Div. None None | None | Nonme | None
Administration Mast Auditor, General
Div. Audit Office
Master’s Degree from
University of Michigan
Assistant Vice President,
Next Generation Travel
Experience Program,
Vice President, Corporate Development
information | Lu,Shit-Ming | ROC. | Male |05/01/2015| 26917/0.00%|  0|0.00%| 0| 000% gi'izt‘am Vi President, z!tevcvm (sTaabl;;')aC’;' None | None | None | None
Management Div. Ground Services Div.
Master’s Degree from
National Chengchi
University
Assistant Vice President,
Ground Services Div.
Assistant Vice General Manager,.
President, Information Planning
Information Liu, Duan-Shiuh R.0.C. Male |04/20/2017 | 92,608(0.00% 0(0.00% 0| 000%|Department, Information None None None None | None
Management Div. Management Div.
Master’s Degree from
National Taipei University
of Technology
Assistant Vice President,
Flight Operations Div.
General Manager, Food &
Vice President, Hong, Beverage Services Director, China Pacific
Cabin Crew Div. Tsu-Kuang ROC. Male  |05/04/2017 | 11,816)0.00% 0] 0.00% 0] 000% Department, In-Flight Laundry Services Ltd. None | None | Nonme | None
Service Supply Div.
Bachelor’s Degree from
Soochow University
President, Dynasty Hotel
Assistant Vice gf Hawlau, Inc
President, Cabin |Fang, Yuan-Hua| RO.C. | Male |08/04/2018| 30,3480.00% 0l0.00%| 0| 000% J::J:O'\g::fer' None None | None | Nonme | None
Crew Div. Master’s Degree from
RMIT University, AU
Director, Tigerair Taiwan
Co., Ltd.
Director, Taiwan Airport
Vice President, Cargo Service Co., Ltd.
Sales & Marketing Director, Global Sky
Vice President, Cargo Sales, Marketing & |Express Ltd.
Corporate Chang, ROC. | Male |01/21/2019| 11,803|0.00% o00o%| o ooou|ervicesd- Director, Dynasty Hotel OF |\ o | None | None | None
Development Cheng-Hao President, Taiwan Air Hawaii, Inc.
Office Cargo Terminal Ltd. Director, Dynasty
Master’s Degree from Properties Co., Ltd.
Cranfield University, UK | Director, China Aircraft
Services Ltd.
Director, Taiwan Air Cargo
Terminal Ltd.
General Manager, Austria
A55|s.tant Vice Brapch . . Supervisor, NORDAM Asia
President, Assistant Vice President, Ltd.
Corporate Wang, Wei R.0.C. Female [ 02/02/2017 | 54,297(0.00% 0(0.00% 0| 000%|Finance Div. X . . None None None | None
B Director, Kaohsiung Airport
Development Master’s Degree from . .
. Catering Services Ltd.
Office George Washington
University, U.S.A.
Assistant Vice Special Assistant of
President, Presider.n O.ffi‘ce,
Corporate Liu, Shou-Shu | R.O.C. |Female|12/01/2018 0[000%|  ofo.0o%| o] ooos|MendarinAirines None None | None | None | None
Bachelor’s Degree from
DeYeIopment National Taiwan
Office University
Chairman, China Pacific
Marketing Director, Laundry Services Ltd.
Vice President, Taiwan Region Director, China Pacific
In-Flight Service Chiu, ROC. | Male |12/1872017| 3,089|000%|  0|000%| o aoomsCEnET Manager, Catering Services Ltd. None | None | None | None
Supply Chain & Chang-Hsin Germany Branch Director, Kaohsiung Airport
Marketing Div. Master’s Degree from The |Catering Services Ltd.
University of Queensland | Director, Delica
International Co., Ltd.
General Manager,
Purchasing Department
Assistant Vice Administration Div.
President, General Manager,
In-Flight Service |Kao, Shu-Chuan R.0.C. Female [ 08/16/2016 | 7,879(0.00% 0(0.00% 0| 000%|Personnel Administration |None None None None | None
Supply Chain & Department, Human
Marketing Div. Resources Div.
Associate’s Degree from
Ming Chuan College
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Assistant Vice
President,
In-Flight Service
Supply Chain &
Marketing Div.

Yu, Yau

R.0.C.

Female

11/01/2018

34,154

0.00%

0/0.00%

0] 000%

X

Assistant Vice President
Corporate
Communications Office
General Manager,
Corporate Affairs
Department, Corporate
Communications Office
Master’s Degree from
National Sun Yat-Sen
University

None

None None None

None

Vice President,
Ground Services
Div.

Chen, Wei-Tau

R.0.C.

Male

11/07/2018

36,165

0.00%

2,196)0.00%

0| 000%

X

General Manager,
Hiroshima Branch
President, Taiwan Airport
Services Co. Ltd.
Bachelor’s Degree from Fu
Jen Catholic University

Director, China Pacific
Laundry Services Ltd.

None | None | None

None

Assistant Vice
President,
Ground Services
Div.

Hsiao, Kuo Chih

R.0.C.

Male

04/20/2017

0.00%

0/0.00%

0| 000%

Assistant Vice President,
Information Management
Div.

General Manager,
Sapporo Branch
Bachelor’s Degree from
National Cheng Kung
University

None

None None None

None

Vice President,
Cargo Sales,
Marketing &
Services Div.

Liu, Der-Chuan

R.0.C.

Male

10/01/2016

172

0.00%

0/0.00%

0] 000%

X

Vice President, Cargo
Sales & Marketing Div.
Vice President, Cargo
Services & Logistics Div.
Bachelor’s Degree from Fu
Jen University

Director, Taiwan Air Cargo
Terminal Ltd.

Director, Dynasty Aerotech
International Corp.
Director, Global Sky
Express Ltd.

Director, Eastern United
International Logistics
(Holdings) Ltd.

None None None

None

Assistant Vice
President, Cargo
Sales, Marketing
& Services Div.

Sheu, Yuh-Shy

R.0.C.

Male

10/01/2016

328

0.00%

0]0.00%

0| 000%

General Manager, Cargo
Sales & Services, Mainland
China

General Manager, Cargo
Sales Management
Department, Cargo Sales,
Marketing & Services Div.
Bachelor’s Degree from
Feng Chia University

None

None | None | None

None

Assistant Vice
President, Cargo
Sales, Marketing
& Services Div.

Shann, Da-Sin

R.0.C.

Male

01/01/2018

29,818

0.00%

17,982 0.00%

0| 000%

X

General Manager, Cargo
Sales Management
Department, Cargo Sales,
Marketing & Services Div.
General Manager, Cargo
Revenue & Route
Management
Department, Cargo Sales,
Marketing & Services Div.
Master’s Degree from
National Taipei University
of Technology

None

None | None | None

None

Vice President,

Maintenance Div.

Sun, Jia-Min

R.0.C.

Male

09/16/2017

62,602

0.00%

0]0.00%

0| 000%

X

Vice President,
Engineering Div.

Vice President, Corporate
Safety Office

Master’s Degree from
National Taiwan
University of Science And
Technology

Director, Dynasty Aerotech
International Corp.
Director, Taiwan Aircraft
Maintenance And
Engineering Co., Ltd.

None | None | None

None

Assistant Vice
President,

Maintenance Div.

Hsiao, Jui-Fu

R.0.C.

Male

09/16/2017

0.00%

0/0.00%

General Manager, Line
Maintenance Department,
Maintenance Div.

General Manager, Line
Operation Department,
Maintenance Div.
Master’s Degree from
Kainan University

None

None None None

None

Vice President
Quality,
Assurance Div.

Li, Chih-Wei

R.0.C.

Male

09/16/2017

10,295

0.00%

0/0.00%

0| 000%

Assistant Vice President,
Maintenance Div.
General Manager, Line
Operation Department,
Maintenance Div.
Master’s Degree from
Kainan University

None

None None None

None

Vice President,
Engineering Div.

Lee, Jung-Hui

R.0.C.

Male

09/16/2017

10,298

0.00%

0/0.00%

0| 000%

Vice President Quality,
Assurance Div.
Assistant Vice President,
Maintenance Div.
Master’s Degree from
Tatung University

Director, Taiwan Aircraft
Maintenance And
Engineering Co., Ltd.

None | None | None

None
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Spouse &

Shareholding

Managers Who Are Employ

Nationality/ Date Shareholding Minor by Nominee Spouses Or Within Two | ee Stock
Title Name Country Of | Gender o Shareholding | Arrangement | Experience (Education) Other Positions Degrees Of Kinship Option
Origin Certifica
E Shares | % |Shares| % |Shares| % Title Name |Relation -
Vice President, Cabin
Crew Div. .
Vice President, Ton, General Manager, Director, Sabre Travel
) ! ) gf R.O.C. Female [ 08/16/2016| 50,878|0.00% | 15,946|0.00% 0| 000%| ) Ber, Network (Taiwan) Ltd. None None None None
Taiwan Huai-Ming Kaohsiung Branch Director. Yestrin Co.. Ltd
Graduated from Taipei ! p Lo, .
First Girls High School
Chairman, Dynasty Hotel Of
Vice President, Europe Hawaii, Inc.
Concurrently, General Chairman, Dynasty
Manager, Netherland Properties Co., Ltd.
. . Branch Concurrently, President,
Vice President, Lee, . . . .
) . R.0.C. Male (12/16/2014| 25,000|0.00% 0(0.00% 0| 000%|Assistant Vice President, |Dynasty Properties Co., Ltd. [ None None None | None
The Americas Hsien-Kuang N .
Passenger Sales Div. Director, CAL-Dynasty
Bachelor’s Degree from  |International, Inc.
National Taiwan Ocean Concurrently, President,
College CAL-Dynasty International,
Inc.
Vice President, Corporate
Development Office
Vice President, Chang, Vice President, Ground Director, Dynasty Holidays,
i R.0.C. Male (10/02/2017| 30,512|0.00% 0(0.00% 0| 000% k K None None None | None
Japan Ming-Way Services Div. Inc.
Bachelor’s Degree from Fu
Jen University
Senior Vice President
President, Mandarin
Vice President, Han, Liang Airlines Co., Ltd.
R.0.C. Male |06/12/2017| 11,498(0.00% 0{0.00% 0| 000%| ) X None None None None None
Europe Chung Master’s Degree, Business
of Administration,
University of Pittsburgh
Senior Vice President,
President Office
Vice President, Chang, Vice President, P
ce Fresicen -hane, RO.C. | Male |10/08/2018| 96,553|0.00% 0/0.00%| 0| ooog| CCTeSICENT TaSSENEEr 1y e None | None | Nonme | None
Mainland China Chih-Chieh Sales Div.
Bachelor’S Degree from
Tunghai University
General Manager,
Fukuoka Branch
Assistant Vice President,
. . Passenger Sales Div.
Vice President, Chen,
) . R.0O.C. Male |05/10/2017| 32,779(0.00% 0{0.00% 0| 000%|Bechelor Degree, None None None None None
Oceania Chung-Ming
Department of
Transportation & Logistics
Management of National
Chiao Tung University

Note: Company presidents, senior vice presidents, vice presidents, data protection officer, 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)
(Note 2) Severance Pay (B) (Note 3) (Note 4) (A+B+C+D) to Net
Titl Name Income (%) (Note 10)
itle
(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
Director Hsieh, Su-Chien
Director Charles C.Y., Chen
Director Ting, Kwang-Hung
Director Chen, Han-Ming
Director Ko, Sun-Ta
Director Wei, Yung-Yeh
Director Lin, Su-Ming
Director Wang, Shih-Szu
Director Jong, Jia-Shi
Director Lee, Kuo-Fu 6,432 6,432 0 0 0 0 | 5,757 7,375 0.68% 0.77%
Director Cheng, Chuan-Yi
Director Huang, Hsiu-Gu
Independent .
Director Chung, Lo-Min
Independent Chang, Hsieh
Director Gen-Sen
In‘dependent Shen, Hui-Ya
Director
In_dependent Luo, Hsiao-Hsien
Director
Independent " .
Director Ting, Tin-Yu
*Except as disclosed in the above table, the remuneration received by the Directors of the Company for the services provided for all companies in the
financial report (such as serving as a consultant who is not an employee) in the most recent year: None

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. Mr. Ho, Nuan-Hsuan was dismissed as Chairman on April 2,
2019; Mr. Hsieh, Su-Chien has been elected as Chairman on April 2, 2019; Chunghwa Telecom Co., Ltd., juridical person director, and Mr. Huang,
Hsiu-Gu, its representative, resigned as Director on January 19, 2018; Mr. Cheng, Chuan-Yi resigned as Director on May 7, 2018; Terms of Directors of
Mr. Jong, Jia-shi, Mr. Lee, Kuo-Fu, Mr. Luo, Hsiao-Hsi and Mr. Ting, Tin-Yu expired on June 27, 2018.

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$1,000,000.

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$693,000. 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 content is provided for information disclosure, not tax purposes.
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Unit: NTS thousands Dec 31,2018

Ratio of Total Compensation

Relevant Remuneration Received by Directors Who are Also Employees

Salary, Bonuses, and Allowances Severance Pay (F) Employees’ Compensation (G) (A+B+C+D+E+F+G) to Net Income | compensation Paid to
(E)(Note 5) Y (Note 6) (%) (Note 10) Directors from an
C lidated Invested Company
Consolidated Consolidated CAL Subs(ijgisaﬁ'ilesao? CAL Consolidated Other than the
CAL Subsidiaries CAL Subsidiaries (Note 7) CAL Subsidiaries of | Company’s Subsidiary
of CAL of CAL CAL (Note 11)
(Note 7) (Note 7) Cash Stock Cash Stock (Note 7)
8,997 9,986 0 0 0 0 0 0 1.18% 1.33% 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 March 20, 2019, the Company’s Board of Directors approved the 2018 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 2018 individual financial statement net income (after tax) totaled
NT$1,790,361,000.

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: (1) Aside from Chairman Ho, Nuan-Hsuan, and Director Hsieh, Su-Chien, all other directors received a travel allowance.

(2) Transportation subsidies for Director Lee, Kuo- Fu, Director Ting, Kwang-Hu, and Director Wei, Yung-Yeh were partially or fully donated to the China
Airlines Employee Union.
(3) Directors who also serve as employees of the Company are Director Hsieh, Su-Chien; Director Wei, Yung-Yeh; Director Jong, Jia-shi; and Director Lee,

Kuo- Fu.
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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
(Note 9) |

Under NT$2,000,000

Hsieh, Su-Chien; Charles
C.Y., Chen; Ting, Kwang-Hu;
Chen, Han-Ming; Ko,
Sun-Ta; Wei, Yung-Yeh; Lin,
Su-Ming; Wang, Shih-Szu;
Jong, Jia-shi; Lee, Kuo-Fu;
Cheng, Chuan-Yi; Huang,
Hsiu-Gu; Chung, Lo-Min;
Chang, Hsieh Gen-Sen;
Shen, Hui-Ya; Luo,

Hsieh, Su-Chien; Charles
C.Y., Chen; Ting, Kwang-Hu;
Chen, Han-Ming; Ko,
Sun-Ta; Wei, Yung-Yeh; Lin,
Su-Ming; Wang, Shih-Szu;
Jong, Jia-shi; Lee, Kuo-Fu;
Cheng, Chuan-Yi; Huang,
Hsiu-Gu; Chung, Lo-Min;
Chang, Hsieh Gen-Sen;
Shen, Hui-Ya; Luo,

Charles C.Y., Chen; Ting,
Kwang-Hu; Chen, Han-Ming;
Ko, Sun-Ta; Wei, Yung-Yeh;
Lin, Su-Ming; Wang,
Shih-Szu; Jong, Jia-shi;
Cheng, Chuan-Yi; Huang,
Hsiu-Gu; Chung, Lo-Min;
Chang, Hsieh Gen-Sen;
Shen, Hui-Ya; Luo,
Hsiao-Hsi; Ting, Tin-Yu

Charles C.Y., Chen; Ting,
Kwang-Hu; Chen,
Han-Ming; Ko, Sun-Ta;
Wei, Yung-Yeh; Lin,
Su-Ming; Wang, Shih-Szu;
Jong, Jia-shi; Cheng,
Chuan-Yi; Huang, Hsiu-Gu;
Chung, Lo-Min; Chang,
Hsieh Gen-Sen; Shen,
Hui-Ya; Luo, Hsiao-Hsi;

Hsiao-Hsi; Ting, Tin-Yu Hsiao-Hsi; Ting, Tin-Yu Ting, Tin-Yu
NT$2,000,001-
- - Lee, Kuo-Fu Lee, Kuo-Fu
NT$5,000,000
NT$5,000,001- Ho. Nuan-Hsuan Ho. Nuan-Hsuan Ho, Nuan-Hsuan; Hsieh, Ho, Nuan-Hsuan; Hsieh,
NT$10,000,000 ’ ’ Su-Chien Su-Chien
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
Sean)r Vice Lo, Ya-Mei
President
Senior Vice .
President Kao, Shing-Hwang
Senior Vice Chang, Chih-Chieh | 18,997 18,997 0 0 9,284 13,553
President (Note 10)
Senior Vice
President Wang, Houng
Senior Vice
President Chang, Young

President and Senior Vice President Remuneration by Compensation Level

Range of Remuneration

Name of President and Senior Vice President

CAL (Note 6)

Consolidated Subsidiaries of CAL (Note 7)E

Under NT$2,000,000

NT$2,000,001 - NT$5,000,000

Lo, Ya-Mei; Chang, Chih-Chieh;
Wang, Houng; Chang, Young

Lo, Ya-Mei; Chang, Chih-Chieh;
Wang, Houng

NTS$5,000,001 - NT$10,000,000

Hsieh, Su-Chien; Kao, Shing-Hwang

Hsieh, Su-Chien; Kao, Shing-Hwang;
Chang, Young

Total

6

6

Note 1:President Hsieh, Su-Chien concurrently serves as director. Their remuneration is listed above and also in the Remuneration of Directors table.

Note 2: Refers to president and senior vice president salary, additional compensation, and severance pay over the past year.

Note 3: 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$4,646,000. 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.

Note 4: 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 March 20, 2019, the Company’s Board of

Directors approved the 2018 Employee Compensation Proposal.

* The content is provided for information disclosure, not tax purposes.
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Unit: NTS thousands December 31, 2018

(Note 4)

Employees’ Compensation (D)

Ratio of total compensation
(A+B+C+D) to net income (%)

(Note 8)

Compensation paid to the Presidents and

Consolidated

Consolidated

Senior Vice Presidents from an Invested
Company Other Than the Company’s Subsidiary

CAL otibeidiehieslofGAE CAL Subsidiaries of (Note 9)
it ) CAL (Note 5)
Cash Stock Cash Stock
57 0 57 1.58% 1.82% 0

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 2018 individual financial statement
net income (after tax) totaled NT$1,790,361,000.

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

Note 10: Mr. Chang, Chih-Chieh was dismissed from the position of Senior Vice President on October 8, 2018.
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Employees’ Compensation of the Management Team

Unit: NTS thousands Dec 31, 2018

Employees’ , .
Title Name Compensation in Emplo.yee.s Total S @i ol AT o e
Compensation in Cash Income (%)
Stocks
President Hsieh, Su-Chien 0 477 477 0.92%
Senior Vice .
President Lo, Ya-Mei
Senior Vice .
President Kao, Shing-Hwang
Senior Vice
President Wang, Houng
Senior Vice
President Chang, Young
Auditor .
General Fang, Juo-Ling
Efc;[?ection Wu, Hsiao-Sui
Officer (Assumed Post on 07/21/2018)
Vice . .
President Chien, Feng-Nien
Vice
President Chen, I-Ko
Vice R .
President Lai, Ming-Hui
Vice .
President Wang, Chen-Min
Vice .
President Liu, Der-Chuan
Vice .
President Liu, Tsao-Yang
Vice
President Chen, Kang-Reuy
Vice .
President Chung, Ming-Jyh
Vice .
President Chen, I-Chieh
Vice
President Hong, Tsu-Kuang
Vice . .
President Chiu, Chang-Hsin
Vice
President Chou, Jyh-Shyan
Vice Chen, Wei-Tau
President (Assumed Post on 11/07/2018)
Vice
President Peng, Pao Chu
Vice . .
President Lu, Shih-Ming
Vice . .
President Sun, Jia-Min
Vice .
President Lee, Jung-Hui
Vice . . .
President Li, Chih-Wei
Deputy
Auditor Ho, Hui-Fen
General
Assistant Vice |Yu, Yueh Han
President (Assumed Post on 12/06/2018)
Assistant Vice |Chen, Chwen-Der
President (Assumed Post on 08/01/2018)
Assistant Vice |Tung, Hsing-Hua
President (Assumed Post on 03/16/2018)
Assistant Vice . .
President Huang, Hsiang-Piao
Assistant Vice .
President Jeng, Jong-Shinn
Assistant Vice |Chen, Pei-Ti
President (Assumed Post on 05/16/2018)
Assistant Vice
President Ouyang, John
Assistant Vice [Wei, Shi Jong
President (Assumed Post on 03/31/2018)
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Employees’
Compensation in
Stocks

Employees’
Compensation in Cash

Total

Ratio of Total Amount to Net
Income (%)

Title Name
Assistant Vice |Shann, Da-Sin
President (Assumed Post on 01/01/2018)
Assistant Vice [Fang, Cheng-Ru
President (Assumed Post on 10/20/2018)
ﬁ:lssi:jaer:]tthe Yeah, Shao-Ting
ﬁ:lssi:jaer:]tthe Chen, Jo-Ching
Assistant Vice|Yen, Yang
President (Assumed Post on 05/01/2018)
ﬁ:;':iir:tvme Huang, Hui Na
Assistant Vice |Fang, Yuan-Hua
President (Assumed Post on 08/04/2018)
A55|§tant Vice Kao, Shu-Chuan
President
Assistant Vice
President Yu, Yau
Assistant Vice |2 Kuo Chih
President
Assistant Vice
President Hung, I-Lan
Assistant Vice .
President Wang, Wei
Assistant Vice |Liu, Shou-Shu
President (Assumed Post on 12/01/2018)
A55|s.tant Vice Liu, Duan-Shiuh
President
ﬁ:lssi:jaer:]tthe Hsiao, Jui-Fu
Vice Ku, Yueh-Han
President (Dismissed on 01/01/2018)
Assistant Vice |Chu, Te-Hsiu
President (Dismissed on 01/08/2018)
Assistant Vice|Lin, Ming-Hsiu
President (Dismissed on 01/11/2018)
Assistant Vice |Liao, Wei-Chih
President (Dismissed on 03/01/2018)
Assistant Vice|Lin, Hsiao-Feng
President (Dismissed on 03/26/2018)
Auditor Chung, Chuar-Duan
General (Dismissed on 04/30/2018)
Assistant Vice |Hsueh, Po-Wen
President (Dismissed on 07/01/2018)
Assistant Vice |Lu, Shwu-Huoy
President (Dismissed on 07/17/2018)
Assistant Vice |Pan, Wen-Tsung
President (Dismissed on 07/30/2018)
Assistant Vice |Lai, Hsiang-Kuang
President (Dismissed on 09/25/2018)
Senior Vice  [Chang, Chih-Chieh
President (Dismissed on 10/08/2018)
Vice Peng, Long-Min
President (Dismissed on 11/05/2018)
Assistant Vice |Tsai, Chih Hung
President (Dismissed on 12/06/2018)

Note 1: Individual names and titles are disclosed, but the distributed compensation is disclosed as a grand total.

Note 2: On March 20, 2019, the Company’s Board of Directors approved the 2018 Employee Compensation Proposal.

Note 3: The management team includes:
(1) Presidents and their equivalent

(2) Vice presidents and their equivalent

(3) Assistant vice presidents and their equivalent
(4) Chief financial officers

(5) Chief accounting officers
(6) Other persons authorized to manage affairs and sign documents on behalf of the Company
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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.

2017 2018
CAL | Consolidated Subsidiaries of CAL| CAL | Consolidated Subsidiaries of CAL

Title

Directors 1.11% 1.21% 1.18% 1.33%

Presidents and Senior

o, o o 0
Vice Presidents 1.38% 1.54% 1.58% 1.82%

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.

C. Procedure for estabishing remuneration:
In the case of remuneration for board members and managers, as per regulation, the Company's
Salary and Remuneration Committee meets regularly to assess and set salaries and remuneration,
which decisions are implemented after being submitted to the Board of Directors.

D. Linkage to business outcomes:

The remuneration of the president has already taken into account his professional capability and the
Company's operations and financial situation; the experienced senior vice presidents handle matters
based on the Company's employee achievement provisions, using a linkage of individual
performance on goals management and work evaluations, and assessing performance after overall
consideration.

E. Linkage to future risk:

Major decision making for operational levels of this company always balances various risk factors;
major decision-making performance will be reflected in the Company's profits, and thereby is related
to salaries and remuneration to management levels; specifically, the salaries and remuneration of
the chairman of the board, the president, and senior vice presidents are related to the results of
controlling and managing future risk.
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3.3 Implementation of Corporate Governance

3.3.1 Board of Directors:

From January 1, 2018, through April 27, 2019, a total of thirteen meetings of the Board of Directors were held.
Average attendance rate was 92%. Director attendance is detailed below:

Title Name Attendance in By Proxy Attendance Rate (%) |Juridical Person Shareholder Remarks
(Note 1) Person (Note 2) Represented
Reappointed as juridical person
. China Aviation Development [director representative on June
Chairman Ho, Nuan-Hsuan 12 0 100% Foundation 27, 2018; Dismissed on April 2,
2019.
Reappointed as juridical person
. . . China Aviation Development [director representative on June
Chairman Hsieh, Su-Chien 13 0 100% Foundation 27, 2018; elected as Chairman
on April 2,2019.
China Aviation Development Reappointed as juridical person
Director Charles C.Y., Chen 12 1 92% R director representative on June
Foundation
27, 2018.
) . Reappointed as juridical person
Director Ting, Kwang-Hung 8 5 62% China Av_latlon Development direzfor represejntative 021 June
Foundation
27,2018.
. - Reappointed as juridical person
Director Chen, Han-Ming 13 0 100% China A\’,'atlon Development director representative on June
Foundation
27,2018.
. I Newly appointed as juridical
Director Ko, Sun-Ta 10 0 100% China Av.latlon Development persoyn (;)isector reprjesentative
Foundation
on June 27, 2018.
China Aviation Development Newly appointed as juridical
Director Wei, Yung-Yeh 9 1 90% R person director representative
Foundation
on June 27, 2018.
National Development Fund Reappointed as juridical person
Director Lin, Su-Ming 12 1 92% (Executive Yuan) director representative on June
27,2018.
. Newly appointed as juridical
Director Wang, Shih-Szu 6 4 60% :\:EiteIZSELeD?{\ﬂ:)pmem Fund person director representative
onJune 27, 2018.
Newly appointed as juridical
i China Aviation Development |person director representative
Director Lee, Kuo- Fu 3 0 100% Foundation on July 13, 2015; Dismissed on
June 27, 2018.
Newly appointed as juridical
. . China Aviation Development person director representative
Director Cheng, Chuan-Yi 2 0 100% Foundation on July 26, 2016; resigned on
May 7, 2018.
Newly appointed as juridical
. . . China Aviation Development person director representative
Director Jong, Jia-shi 3 0 100% Foundation on August 9, 2016; dismissed
on June 27, 2018.
Reappointed as juridical person
. . director representative on June
Director Huang, Hsiu-Gu 0 0 - Chunghwa Telecom Co., Ltd. 26, 2015; resigned on January
19, 2018.
Independent Director Chung, Lo-Min 13 0 100% - [R)?;Fggllr::(jua:; r;(;,eggr]l.gfent
Newly appointed as
Independent Director  [Chang, Hsieh Gen-Sen 10 0 100% - Independent Director on June
27,2018.
Newly appointed as
Independent Director  [Shen, Hui-Ya 9 1 90% - Independent Director on June
27, 2018.
Reappointed as Independent
Independent Director Luo, Hsiao-Hsien 3 0 100% - Director on June 26, 2015;
Dismissed on June 27, 2018.
Newly appointed as
’ ) ) 5 Independent Director on June
Independent Director Ting, Tin-Yu 3 0 100% - 26, 2015; Dismissed on June
27, 2018.
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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.

Meeting Dates

Agenda content

Whether Independent Director
Had a Dissenting Opinion or Qualified
Opinion

Directors

January 24, 2018: 14th meeting of the 20th Board of

“Kaohsiung  Airport
acquisition proposal

Catering Services Ltd.” share

Directors

March 22, 2018: 15th meeting of the 20th Board of

General Audit Office, General Auditor, retirement due to
age
2018 CPA Appointment and Remuneration

Directors

May 10, 2018: 16th meeting of the 20th Board of

Review of Qualifications of the 21st Director Nominees
Lifting of Non-compete Restriction on the 21st
Directors-elect

Position Change of Auditor General in the General Audit
Office

June 27, 2018: 1st meeting of the 21st Board of Directors

Election of the Chairman of the 21st Board of Directors
Appointment of President

of Directors

July 11, 2018: 1st temporary meeting of the 21st Board

Appointment of Risk Management Committee Members
of the 21st Board of Directors

Appointment of Remuneration Committee Members of
the 21st Board of Directors

Directors

August 9, 2018: 2nd meeting of the 21st Board of

Issuance of Domestic Unsecured Ordinary Corporate
Bonds
Share Buy-back of the Company

Directors

Novenber 8, 2018: 3rd meeting of the 21st Board of

Revision of “Operational Procedures for Loaning Funds to
Others”

Directors

January 21, 2019: 4th meeting of the 21st Board of

Lifting of Non-compete Restriction on Holding Concurrent
Posts for Wang, Chen-Min, Senior Vice President

Directors

March 20, 2019: 5th meeting of the 21st Board of

2019 CPA Appointment and Remuneration

Revision of “Procedures for the Acquisition or Disposal of
Assets”

Revision of “Procedures Governing Derivatives Trading”

of Directors

April 2, 2019: 5th temporary meeting of the 21st Board

Election of new Chairman

Unanimously passed by all independent
Directors

(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:

Meeting Dates

Agenda content

Directors recused for

e Reason for recusal
conflicting interest

Participation in vote

January 24, 2018: 14th meeting
of the 20th Board of Directors

Chairman and Managers' 2017
Year-end Bonus, 2018 Lunar
New Year Incentive and 2018
Salary Adjustment

Chairman Ho,
Nuan-Hsuan; Director
Hsieh, Su-Chien

Personal interest in
this matter

Other than Chairman Ho, Nuan-Hsuan and Director Hsieh,
Su-Chien, who were recused as provided by law and did not
participate in discussions or voting, passed unanimously by
all 11 directors in attendance.

the 20th Board of Directors

May 10, 2018: 16th meeting of

Review of Qualifications of the
21st Director Nominees

Chairman Ho,
Nuan-Hsuan; Director
Hsieh, Su-Chien;
Director Chen,
Han-Ming; Director
Charles C.Y. ,Chen;
Director Lin, Su-Ming

Personal interest in
this matter

The Directors recused due to interests involved left the
meeting in turn and did not participate in the discussion
and voting of the related matters. The review was
conducted by the remaining attending Directors. Except for
Mr. Liu, Hui-Tsung, who did not provide relevant evidencing
documents required by Article 192-1, Paragraph 4 of the
Company Act and was not included in the candidates of
Directors according to the law, the remaining 12 nominees
have been approved to be listed in the roster of candidates
for the 21st Board of Directors.

Lifting of Non-compete
Restriction on the 21st
Directors-elect

Chairman Ho,
Nuan-Hsuan; Director
Hsieh, Su-Chien;
Director Charles

C.Y. ,Chen; Director
Chen, Han-Ming;
Director Lee, Kuo- Fu;
Director Jong, Jia-Shi;
Director Lin, Su-Ming

Personal interest in
this matter

Other than the three Independent Directors Chung, Lo-Min,
Luo, Hsiao-Hsien and Ting, Tin-Yu, the remaining attending
Directors recused themselves due to interests involved. The
Independent Director Chung, Lo-Min proceeded with the
discussion and voting on behalf of the Chairman, and the
matter has been approved after the review.

June 27, 2018: 1st meeting of

Appointment of President

Director Hsieh, Personal interest in

Except for Director Hsieh, Su-Chien, who recused according
to the law and did not participate in discussion or voting,

the 21st Board of Directors

August 9, 2018: 2nd meeting of

(Bonus) of the Chairman and
Managers

the 21st Board of Directors Su-Chien this matter the remaining 11 attending Directors approved to
re-appoint Mr. Hsieh, Su-Chien as President.
Chairman Ho, Nuan-Hsuan and Director Hsieh, Su-Chien
2017 Employee Compensation Chairman Ho, recused due to interests involved and did not participate in

Personal interest in

Nuan-Hsuan; Director .
this matter

Hsieh, Su-Chien

discussion or voting; the meeting was chaired by
Independent Director Shen, Hui-Ya, and the remaining 10
attending Directors approved the matter.
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Traveling Expense Standards
for Military, Civil or Teaching

Director Wang,

Personal interest in

Except for Director Wang, Shih-Szu, who recused according
to the law due to interests involved and did not participate

January 21, 2019: 4th meeting of
the 21st Board of Directors

Year-end Bonus and 2019
Lunar New Year Incentive

Nuan-Hsuan; Director
Hsieh, Su-Chien

Personal interest in

this matter

Personnel Serving as Part-time Shih-Szu this matter in discussion or voting, the remaining 11 attending
Directors of the Company Directors approved the matter.

Chai Ho, Nuan-H d Director Hsieh, Su-Chi
Chairman and Managers' 2018 Chairman Ho, airman Flo, Nuan-Hsuan and Director Fisfe, su-Lhien

recused due to interests involved; the meeting was chaired
by Independent Director Chung, Lo-Min and the remaining
10 attending Directors approved the matter.

4. Independent director attendance record for 2018 through April 27, 2019:

3. Board of Director functional improvement goals for the last year and the current year (such as establishing an audit committee and improving information transparency)
and implementation assessment:
(1) In order to strengthen management mechanisms and oversight, three functional committees, namely the Remuneration Committee, Audit Committee, and Risk
Committee, were set up under the Board of Directors. Each is convened based on its charter, and the charters were approved by the Board. The committees meet
to review and discuss relevant issues and report their conclusions and suggestions to the Board for resolution. The committees have been a success. The regulations
governing functional committees passed by the Board specify the number of committee members, term of office, committee powers, rules of procedure, and
resources to be provided by the Company when the committees exercise their powers.

(2) For more information regarding China Airlines Corporate Governance, please refer to our website (http://www.china-airlines.com): Corporate Social Responsibility,
“Stakeholders' Area” and “Investor Information”.

Dates | 01/24 03/22 05/10 06/27 07/11 08/09 08/23 10/03 11/08 12/21 01/21 03/20 04/02
Name /2018 /2018 /2018 /2018 /2018 /2018 /2018 /2018 /2018 /2018 /2019 /2019 /2019
Chung, v v v v v v v v v v v v v

Lo-Min
Chang,
Hsieh - - _ v v v v v v v v v v
Gen-Sen
Shen, N . . v v v v v v v v v °
Hui-Ya
Luo, v v v . . . N N . . B B .
Hsiao-Hsien
Ting, Tin-Yu v v - - - - - - - - - -

Note: ‘/Indicates attendance in person. o indicates attendance by proxy. X indicates the director did not attend.

Note 1: For directors that are juridical persons, the name of the juridical person shareholder and its representatives must be disclosed.
Note 2: (1) When a director resigns before the year’s end, the remark column shall note the date of resignation and actual attendance rate (%) calculated based on the number
of meetings held during the period prior to resignation and the director’s actual number of meetings attended.
(2) If there is a change of directors prior to the end of the year, both the new and old directors shall be included in the table and the remark column shall note whether
the director has been reelected or newly elected and the date of the (re)election. Actual attendance rate (%) is calculated based on the number of meetings held

during the period of service and the director’s actual number of meetings attended.
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3.3.2 Audit Committee:

The Audit Committee convened eight meetings from January 1, 2018 through April 27, 2019. Committee member
attendance is detailed below:

Title Name Ajctendance By Proxy Attendance Rate (%) Remarks
in Person
Independent Director Chang, Hsieh 6 0 100% Newly appointed as Independent Director
(Chairman) Gen-Sen on June 27, 2018.

Appointed as Independent Director on

Independent Director Chung, Lo-Min 9 0 100% June 26, 2015, and reappointed on June
27,2018.

Independent Director Shen, Hui-Ya 6 0 100% Newly appointed as Independent Director
onJune 27, 2018.
Appointed as Independent Director on

Independent Director Luo, Hsiao-Hsien 3 0 100% June 26, 2015, and Dismissed on June 27,
2018.
Appointed as Independent Director on

Independent Director Ting, Tin-Yu 3 0 100% June 26, 2015, and Dismissed on June 27,
2018.

Other mentionable items:

1. Key functions of the Audit Committee:

The Committee consists of three Independent Directors. The key functions of the year is to assist the Board of Directors in supervising the Company on
the fair presentation of the relevant financial statements (annual and semi-annual financial reports), the appointment (dismissal) of a CPA and its
independence and performance, the auditing of Company's internal control system, the compliance with related laws, regulations and rules of the
Company (such as: internal control system, acquisition or disposal of assets, derivative commaodity transactions, loaning funds to others, providing
endorsements or guarantees for others), and other matters included in its statutory functions (appointment and dismissal of financial supervisors or

internal chief audit executive, mergers and acquisitions related matters).

N

. In the operation of the Audit Committee, should one of the below situations occur, the Board Meeting date, session, content of the resolution, result of

the Audit Committee resolution, and the Company’s response to said opinions shall be properly recorded:
(1) Matters listed in Article 14-5 of the Securities and Exchange Act:

Meeting Dates

Agenda content

Results of the vote by
the Board of Auditors
and company's
handling of the Board's
opinion

Results of Board of
Directors decision

January 24, 2018
4th Extraordinary Meeting of the Audit
Committee of the 20th Board of Directors

Acquisition of Shares in “Kaohsiung Airport
Catering Services Ltd.”

March 22, 2018
11th Meeting of the Audit Committee of
the 20th Board of Directors

2017 Financial Report and Consolidated
Financial Report

2018 CPA Appointment and Remuneration
2017 Surplus Earnings Distribution
Provision of Financing Endorsement and
Guarantee to Taiwan Aircraft Maintenance
and Engineering Co., Ltd. with a limit of 2
billion NTS

2017 Internal Control System Effectiveness
Audit and Statement

May 10, 2018
12th Meeting of the Audit Committee of
the 20th Board of Directors

Position Change of Auditor General in the
General Audit Office

August 9, 2018
1st Meeting of the Audit Committee of
the 21st Board of Directors

Q2 2018 (Including First Half of the Year)
Consolidated Financial Report

November 8, 2018
2nd Meeting of the Audit Committee of
the 21st Board of Directors

Amendment of “Operational Procedures
for Loaning Funds to Others”
Change of CPA by Deloitte & Touche

January 21, 2019
3rd Extraordinary Meeting of the Audit
Committee of the 21st Board of Directors

Listing Application Plan of Tigerair Taiwan

March 20, 2019
3rd Meeting of the Audit Committee of

2018 Financial Report and Consolidated
Financial Report

Passed to the Board of
Directors upon
unanimous approval by
all members in
attendance.

Approved by all
attending Directors in
the 14th meeting of
the 20th Board of
Directors on January
24,2018.

Approved by all
attending Directors in
the 15th meeting of
the 20th Board of
Directors on March 22,
2018.

Approved by all
attending Directors in
the 16th meeting of
the 20th Board of
Directors on May 10,
2018.

Approved by all
attending Directors in
the 2nd meeting of the
21st Board of Directors
on August 9, 2018.

Approved by all
attending Directors in
the 3rd meeting of the
21st Board of Directors
on November 8, 2018.

Approved by all
attending Directors in
the 4th meeting of the
21st Board of Directors
on January 21, 2019.

Approved by all
attending Directors in
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the 21st Board of Directors

2018 Surplus Earnings Distribution

2019 CPA Appointment and Remuneration
Revision of “Procedures for the Acquisition
or Disposal of Assets”

Revision of “Procedures Governing
Derivatives Trading”

2018 Internal Control System Effectiveness

Audit and Statement

the 5th meeting of the
21st Board of Directors
on March 20, 2019.

(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.

3. 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.

4. Communication between independent directors and internal audit managers and auditors (regarding issues such as Company financial and operational
status, procedures, and results):
(1) In addition to independent directors in the Company receiving a monthly audit report, audit managers will provide reports on the progress of work on
the annual audit plan and semi-annual audits to the directors.

(2) At each quarterly Board of Auditors meeting, CPA reports and explains financial report audit and audit results to directors.
(3) Directors shall contact the audit supervisor or accountants when needed for full communication.

* Communication between independent directors and accountants:

Communication matters Communication results
Means of -
- . Proposal by independent , .
communication Primary matter director Results Company’s processing status
As Fhe Taiwan Aircraft 1. The managerial department has provided the
. ’ Maintenance and . . )
Accountant to explain audit R R explanation and response forthwith during
results of the 2017 financial Engineering Co., Ltd. has Approved by all .
report, and take questions not commenced attending the m'eetlng. ;
: P t;1 tond q " operations, please pay Independent 2. C_ontlnued to submit for the Board of
March 22, 2018 rom' efa Zn eeslo e attention to the Directors Directors’ approval, and completed the 2017
Audit Committee meeting for discussion. capitalization of its related financial report announcement and
expenses. declaration on March 31, 2018.
The adoption of introduction ;\‘t(:;(jﬁl:wy al
plan and schedule in IFRS 16 None s None
Independent
Leases .
Directors
Accountant to explain the
audit results of Q1 2018 Please pay attention to 1.The managerial department has provided the
financial report and the the coming into effect of Noted by all explanation and response forthwith during
amendmenFs to the laws 2015? new IFRS 16 Lease attending the meeting.
and rggulatlons, and take and its |n'fluence onthe quependent 2. Announcement and declaration of Q1 2018
May 10, 2018 questions from the compilation of 2018 Directors financial report was completed on May 15,
Audit Committee attendees of the meeting for | annual report. 2018.
discussion.
Noted by all
The adoption of progress attending
N N
report in IFRS 16 Leases one Independent one
Directors
To pay attention to
operation performance of
the first half year, and the
Accz_)untant to explain the impact of_change5|r_1 fuel 1.The managerial department has provided the
audit results of Q2 2018 costs on airline profit and lanati d forthwith duri
financial report and the loss and cost analysis. Approved by all €Xplana |'on and response forthwith during
impact of new IFRS on For explanation relatedto | attending the meeting. )
financial reports, and take the advanced payment for | Independent 2.Continued to report to the Boa'rd of'Dlrectors,
August 9, 2018 questions from the aircraft purchasing inthe | Directors and completed the G2 2018 financial report
Audit Committee attendees of the meeting for | financial report, please announcement and declaration on August
discussion. indicate that the ATR 14,2018.
aircraft purchasing case
belongs to Mandarin
Airlines.
Noted by all
The adoption of progress attending
report in IFRS 16 Leases None Independent None
Directors
Accountant to explain the Iﬁa&ayeititnetnrlo:ctc[;unts
audit results of Q3 2018 2 agles and other
financial report, pay ] X 1.The managerial department has provided the
receivables in the balance . . :
amendments to the laws explanation and response forthwith during
. sheet and the statement Noted by all X
and regulations, and of comprehensive income attendin, the meeting.
description of the 2018 . P ! g 2.Continued to report to the Board of Directors,
R ; . that is, the contents of the Independent N .

b , financial report audit plan customer relationship in Directors and completed the Q3 2018 financial report
Nov_em er 8'_ 018 and key audit matters, and other none-type asseer announcement and declaration on November
Audit Committee take questions from the X vP 14, 2018.

R items, and ask the
attendees of the meeting for B
. - managerial department to
discussion. : .
provide explanation.
Noted by all
The adoption of progress attending
N N
report in IFRS 16 Leases one Independent one
Directors
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March 20, 2019
Audit Committee

Accountant to explain audit

To pay attention to the
impact of rising oil prices
on the operational aspect
and the reasons for

1.The managerial department has provided the
explanation and response forthwith during the

results of the 2017 financial changes in operating Noted Py all meetin
report, and take questions expenses fo'r two attending . g.d it for the Board of
from the attendees of the quarters; it is also ' Ierependent . antmue ’ tosu m:t °Lt e °|a" ;) he 2018
meeting for discussion. recommended to adjust Directors irectors’ approval, and completed the
the expression of some financial report announcement and
financial statements declaration on April 1, 2019.
according to the principle
of consistency.
Noted by all
The adoption of progress attending
report in IFRS 16 Leases None Independent None
Directors

*C

ommunication between independent directors and internal audit supervisor:

Means of
communication

Matter

Result

Primary matter

Proposal by independent
director

Primary matter

Proposal by independent director

2017 Internal Control

Approved by all
attending

Resolved by the Board of Directors on March 22,
2018. The 2017 Statement of Internal Control

Audit Committee

of 2018

reported to the

Board of Directors.

System Effectiveness None members and
. was announced and declared on March 23 and
Audit and Statement reported to the . i
K disclosed in the 2017 annual report.
March 22, 2018 Board of Directors.
Audit Committee Approved by all
Internal audit business attending X
Reported to the Board of Directors on March 22,
report for the second None members and 5018
half of 2017 reported to the ’
Board of Directors.
Approved by all
. . attending .
May 10, 2018 Internal audit business Reported to the Board of Directors on May 10,
. X None members and
Audit Committee report for Q1 2018 2018.
reported to the
Board of Directors.
Approved by all
Internal audit business attending )
August 9, 2018 § Reported to the Board of Directors on August 9,
report for the first half None members and

2018.

November 8, 2018
Audit Committee

To ask the managerial
department to provide

Approved by all

1. The managerial department has provided
relevant materials of financial derivatives

Internal audit business relevant regulations regarding attending trading procedures of the Company after the
" X s members and .
report for Q3 2018 the financial derivatives meeting.
) reported to the .
trading for the purpose of Board of Directors 2. Reported to the Board of Directors on
hedging after the meeting. | November 8, 2018.
1. Explained by
the managerial
To pay attention to whether 2 giesii?sn;s:tr;d
there is articulation between ’ voted by all Resolved by the Board of Directors on
2019 audit plan the risk of internal operations attending November 8, 2018, and completed the

reported by the Risk
Management Committee and
the audit plan

members and
approved to
report to the
Board of
Directors.

announcement and declaration of 2019 internal
audit plan on December 4.

January 21, 2018
Audit Committee

Internal audit business
report for Q4 2018

To pay attention to whether
there is a control mechanism
for online sales.

Approved by all
attending
members and
reported to the

Board of Directors.

Reported to the Board of Directors on January
21, 2019.

March 22, 2018
Audit Committee

2018 Internal Control

Approved by all
attending

Resolved by the Board of Directors on March 20,
2019, and the 2018 Statement of Internal

System Effectiveness None members and
) Control was announced and declared on March
Audit and Statement reported to the K )
K 22 and disclosed in the 2018 annual report.

Board of Directors.

Approved by all
Internal audit business attending X

Reported to the Board of Directors on March 20,

report for January and None members and

February 2019

reported to the

Board of Directors.

2019.
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3.3.3 Risk Committee:
The Risk Committee convened five meetings from January 1, 2018, through April 27, 2019. Committee member
attendance is detailed below:

Title Name Attendance in Person By Proxy Attendance Rate (%) Remarks
Independent
Director Chung, Lo-Min 3 0 100% Appointed on July 11, 2018.
(Chairman)
Independent Chang, Hsieh .
Direct Gen-S 3 0 100% Appointed on July 11, 2018.
irector en-Sen
Independent . .
Direct Shen, Hui-Ya 3 0 100% Appointed on July 11, 2018.
irector
Appointed on May 6, 2014;
Director Ting, Kwang-Hung 5 0 100% PP i v
reappointed on July 11, 2018.
Appointed on May 6, 2014;
Director Lin, Su-Ming 4 1 80% ppol v
reappointed on July 11, 2018.
Appointed on August 11, 2016;
Director Charles C.Y. ,Chen 1 1 50% p? X &
Dismissed on June 27, 2018.
Appointed on May 6, 2014;
Director Huang, Hsiu-Gu 0 0 - ’,)p v
resigned on January 19, 2018.
Independent i . Appointed on May 6, 2014;
Luo, Hsiao-Hsien 2 0 100%
Director Dismissed on June 27, 2018.

Other mentionable items:
1. Key functions of the Risk Committee:

The Committee answers to the Board of Directors and assists the Board of Directors in reviewing the establishment, implementation results, and response

measures of Company's management strategies for overall finance, economy, flight safety, and other risks, and submits its conclusions and
recommendations to be resolved by the Board of Directors. Good operational effectiveness has been achieved.

g

The operation of the Risk Committee:

Meeting Dates

Agenda content

Risk Committee resolution results

and company action on Risk
Committee opinions

Results of Board of Directors
decision

January 31, 2018

11th Meeting of the Risk
Management Committee of the
20th Board of Directors

Safety management report
Operations risk management analysis
Financial status report

Operations outlook and financing,
crude oil market analysis

Financial risk hedging strategy

QOil risk hedging strategy

April 19, 2018

12th Meeting of the Risk
Management Committee of the
20th Board of Directors

Safety management report
Operations risk management analysis
Financial status report

Operations outlook and financing,
crude oil market analysis

Financial risk hedging strategy

Oil risk hedging strategy

August 9, 2018

1st Meeting of the Risk
Management Committee of the
21st Board of Directors

Safety management report
Operations risk management analysis
Financial status report

Operations outlook and financing,
crude oil market analysis

Financial risk hedging strategy

QOil risk hedging strategy

November 7, 2018

2nd Meeting of the Risk
Management Committee of the
21st Board of Directors

Safety management report
Operations risk management analysis
Financial status report

Operations outlook and financing,
crude oil market analysis

Financial risk hedging strategy

QOil risk hedging strategy

March 20, 2019

3rd Meeting of the Risk
Management Committee of the
21st Board of Directors

Safety management report
2019Q1-Q2 Operations risk
management analysis

Financial status report
Operations outlook and financing,
crude oil market analysis
Financial risk hedging strategy

Oil risk hedging strategy

Passed to the Board of Directors
upon unanimous approval by all
members in attendance.

Unanimously passed by all
members of the Board of
Directors in attendance.
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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

Status of Implementation

Deviations

from “the

Corporate
Governance
Best-Practice

Yes [ No Brief Explanation Principles for
TWSE/TPEX
Listed
Companies”
and Reasons
1. Did the Company v The “Corporate Governance Principles” of the Company has been established in compliance with the “Corporate Governance Best-Practice [No Difference
establish its Principles for TSEC/TPEx Listed Companies”; its amendment has been approved in the 6th meeting of the 21st Board of Directors on May 8,
Corporate 2019 and disclosed under the “Important Company Regulations” on the Company’s website.
Governance Best
Practice Principles in
accordance with
Corporate
Governance
Best-Practice
Principles for
TWSE/TPEx Listed
Companies and
disclose those
Principles?
2. Company ownership | v/ (1) The Company's website has a portal for shareholder services and a “Method for Handling Investor Relations” has been set so that No Difference

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?

investor suggestions and concerns are dealt with by shareholder service personnel and shareholder service agents using relevant
procedures. This ensures a smooth channel of communication between the Company and its shareholders and the quality of disclosed
information.

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

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

No Difference

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

(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.

No Difference

(4)Did the Company
establish internal
standards to
prevent insider
trading on
undisclosed
information?

(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

3. Structure and

responsibilities of the

Board of Directors

(1)Has the Company
established
policies calling for
diversity among
members of the

(1) China Airlines advocates and respects the director diversity policy, and is convinced that diversity can improve the overall performance
of the Company. Members of the Board of Directors shall be based on personal capability and the diversification from different aspects
shall also be taken into consideration, including basic characteristics (e.g., age, gender, race, nationality, birth date and cultural
background, etc.), experience and skills (e.g., aviation, sea freight, transportation, finance and accounting, law and insurance,
academia, electricity, technology, and public utilities), operation and management, leadership and decision-making, and crisis
management ability. In order to strengthen the Board's functions to achieve the ideal goals of corporate governance, the Company has
established the “Corporate Governance Principles,” Article 20 of which specifies the overall abilities the Board of Directors shall be
equipped with, which are as follows:

No Difference
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Evaluation Item

Status of Implementation

Deviations

from “the

Corporate
Governance
Best-Practice

Yes [ No Brief Explanation Principles for
TWSE/TPEX
Listed
Companies”
and Reasons
Board of Directors ¢ The ability to make operational judgment.
and put said ¢ The ability to perform accounting and financial analysis.
policies into ¢ The ability to conduct management administration.
practice? ¢ The ability to conduct crisis management.
¢ Industrial knowledge.
*  Perspective of the international market.
¢ The ability to lead.
¢ The ability to make decisions.
Moreover, the status of diversity among China Airlines' current Board members is as follows: APR 27,2019
Diversified Perform Perspective
Core . Accounting Conduct Conduct .
Name Gender Operations And Management Crisis Industrial of the . Lead Malfe.
Management ) . L R Knowledge International Decisions
of board Financial Administration Management
) Market
member Analysis
Hieh, Male v o v v v V| v
Su-Chien
Charles
CY. Chen Male Y ° Y Y Y Y Y
Ting, Male v o v v v v v v
Kwang-Hung
Chen, Male v o v v v v v v
Han-Ming
Ko, Sun-Ta Male v (o] v v v v v v
Wei, Male v o v v v v v v
Yung-Yeh
Lin, Su-Ming Male v v v v v v v v
Wang, Female 4 (o) v v 4 v v v
Shih-Szu
Chang, Hsieh v v v v v v v v
Female
Gen-Sen
Chung, Male v v v v v v v v
Lo-Min
Shen, Hui-Ya Female v (o] v v v v v v
Note: v'Indicates the director has the capability O indicates the director has some capability.
*  Reviewing the list of 11 Directors of the 21st Board of Directors of the Company, there are 3 female members (2 of whom are
Independent Directors) and 1 Representative Director of the laborers recommended by the Company's labor union. The entire
Board of Directors has the ability to perform business judgments, leadership and decision making, operation and management,
crisis handling, and has industrial knowledge and outlook on professional fields and international markets; Charles C.Y., Chen and
Ting, Kwang-Hu have contributed to public welfare; Shen, Hui-Ya has expertise in legal affairs; Wang, Shih-Szu is the current deputy
mayor of Tainan City Government; and the three Independent Directors, Chang, Hsieh Gen-Sen, Chung, Lo-Min, and Shen, Hui-Ya,
have expertise in financial, accounting and legal affairs, respectively.
¢ 18% of Directors and 27% of Independent Directors of the Company are employees; the average term of Directors is 5 years;
among them, the experience of 2 Independent Directors is below 2 years and 1 Independent Director has experience of 7 years; as
for the age distribution of Board members: 2 Directors aged between 65 to 70 years, 4 Directors aged between 56 to 64 years, 3
Directors aged between 55 to 55 years, and 2 Directors aged between 40 to 45 years. Moreover, the Company also focuses on
gender equality in the composition of the Board of Directors; the ratio of female Directors has reached 27%.
(2)In additionto the | v/ (2) In addition to setting up the Audit Committee and the Remuneration Committee according to law, in order to improve the risk No Difference
establishment of management of the Company, the Company has voluntarily set up a “Risk Management Committee,” with five Directors (including
the Remuneration three Independent Directors) as members. Meetings are held on a quarterly basis according to the organization regulations approved
Committee and by the Board of Directors. The Committee answers to the Board of Directors and assists the Board of Directors in reviewing the
Audit Committee establishment, implementation results, and response measures of Company's management strategies for overall finance, economy,
as required by flight safety, and other risks, and submits its conclusions and recommendations to be resolved by the Board of Directors. Good
law, did the operational effectiveness has been achieved.
Company
establish
committees with
other functions of
its own accord?
(3)Has the Company | v/ No Difference

established
performance
evaluation
guidelines and
evaluation
methods for the
Board of Directors
and does it
evaluate its
performance
regularly each
year?

(3) The Company approved the “Regulations Governing the Board Performance Evaluation” in the 4th meeting of the 21st Board of

Directors on January 21, 2019, and it has been disclosed on the Company's official website. The internal evaluation of Board
performance shall be performed at the end of each year. The evaluation is divided into the performance evaluation of the entire Board
of Directors and the performance evaluation of individual Board members. The evaluation shall be completed by the end of January of
the following year, and the results of which shall be submitted by the Human Resources Division to be reported in the Board meeting
held by the end of March.
In January 2019, the Company completed the 2018 Board Performance Evaluation in accordance with the above regulations, and
reported the self-evaluation results at the 5th meeting of the 21st Board of Directors on March 20, 2019 as follows:
* Entire Board of Directors
i Evaluation items:
10 items in total, including 5 major aspects, i.e., the degree of participation in the Company's operations, the improvement of
Board of Directors’ decision-making quality, the composition and structure of the Board of Directors, the continuing education of
Directors, and internal control.
ii Results of self-evaluation: Above standards.
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Evaluation Item

Status of Implementation

Deviations

from “the

Corporate
Governance
Best-Practice

Yes [ No Brief Explanation Principles for
TWSE/TPEX
Listed
Companies”
and Reasons
¢ Individual Board members
i Evaluation items:
18 items in total, including 6 major aspects, i.e., mastery of Company’s goals and tasks, recognition of Directors' responsibilities,
participation in Company’s operations, internal relationship management and communication, Director's expertise and
continuing education, and internal control.
ii Results of self-evaluation: Above standards.
In addition, the implementation of the performance evaluation of the Board of Directors of the Company may be performed by an
external professional independent institution or a team of external experts and scholars every three years.
(4)Does the Company | v/ (4) The Audit Committee and the Board of Directors of the Company regularly assess the independence and competence of the No Difference
periodically assess accountants each year in accordance with the Company's “Corporate Governance Principles,” completing the “Accountant
the independence Independence Evaluation Form,” and acquiring the “Accountant Independence Declaration.” The evaluation results are as follows:
of external CPAs?
Assessment Results Conforms to
Item Assessed .
independence?
Yes No
1. Issued an accountant independence declaration. v Yes
2. Has not gone seven continuous years without changing accountants. v Yes
3. Not served as Company director or manager. v Yes
4. Not a shareholder in the Company and has never been on the payroll. v Yes
5.The accpunting firm for which they work is not a Company affiliated v Yes
enterprise.
6. Has not provided any non-auditing services to the Company that could v Yes
affect complete independence.
After assessment by the Company, accountants Huang, Jui-Chan and Cheng, Shiuh-Ran of Deloitte & Touche both conform to the
above assessment standards for independence, and are suitable to act as CPAs for this company. After the 3rd meeting of the 21st
Audit Committee on March 20, 2019, a report will be made to the 5th meeting of the 21st Board of Directors on the appointment of
accountants.
4. Has the Company set | v/ The Company approved the establishment of the “Chief Corporate Governance Officer” in the 6th meeting of the 21st Board of Directors  [No Difference
up a full- (or part-) on May 8, 2019, which is served by the Vice President, Chien, Feng-Nien, who has the professional qualifications and conducts lega related
time corporate affairs as head of department for more than three years. The Chief Corporate Governance Officer’s main duties include handling relevant
governance unit or meeting affairs of the Board of Directors and Shareholders Meetings in accordance with the law, producing meeting minutes of the Board
personnel to be in meetings and Shareholders’ Meetings, assisting Directors in assuming their positions and continuing education, providing Directors with
charge of corpor_ate information required to perform their duties, assisting Directors in complying with the laws and regulations, and other matters provided in
governance affairs laws, regulations, the Company’s articles of association, or contracts.
(this may include but P - X . .
is not limited to Chief Corporate Governance Officer” supervises the relevant units carrying out corporate governance matters:
furnishing directors (1)In 2019, Chief Corporate Governance Officer concentrates on the following matters are handled by the personnel of the Board of
and supervisors Directors Business Task Force when conducting matters related to the Board of Directors and Committees (including the production
information required meeting minutes), assisting Directors in assuming their positions, legal compliance and continuing education, and providing Directors
for business with the information required to conduct business:
execution, handling i.Notifying respective members of meetings 7 days prior to the convening of meetings of Board of Directors and Committees, with
matters relating to cause(s) or subject(s) of the meeting and sufficient meeting materials attached; having the minutes of each meeting signed or sealed
board meetings and by the Chairman and recorder of each meeting, and be distributed to the members of the meeting within 20 days after the meeting.
shareholders ii.Providing new Director training to first-time Directors, introducing the Company's business, organization and other matters needing
meetings according attention, and providing newly-elected Directors with regulatory guidance manuals regarding insiders and directors to assist Directors
to laws, handling in taking office and legal compliance; also, assisting Directors in completing annual training courses in accordance with the Company's
corporate business characteristics and Directors' requirements.
registration and iii.Providing necessary Company information for the Directors, maintaining smooth communication and exchange between the
amgndment Directors and supervisors, and assisting in arranging communication meetings between Independent Directors and chief audit
registration, and . . X - . . .
producing minutes of ' executlye, FPAs, or other |'nternal units to facilitate conducting of business l?y Indgpendent Directors. .
board mestings and iv.Amending internal regulations related to corporate governance in cooperation with the latest laws and regulations relevant to the
shareholders’ Company's field of business and corporate governance, and submitting the amendments to be resolved by the Board of Directors.
meetings)? (2)As for the Company’s registration and change of registration, the Administration Division shall be responsible for completing the
relevant registration with the competent authority within the time limit for matters required to be registered or changes to registered
matters of the Company.
(3)In addition, the Finance Division shall be responsible for the handling of matters related to the shareholders' meetings (the planning and
convening of the shareholders' meetings, the production of meeting minutes and other stock affairs related business). It shall provide
sufficient information to the shareholders to ensure that the shareholders' rights and interests are well protected.
From January 1, 2018 through April 27, 2019, Chief Corporate Governance Officer hasn’t attended any course yet.
5. Has the Company v No Difference

established
communication
channels with
stakeholders
(including but not
limited to

The Company has contact information of the spokesperson and responsible unit of each issue on the Company's official website, which
facilitates stakeholders contacting the corresponding contact person according to different issues. In addition, a “Stakeholders Section” is
set up on the website and the communication channels (including contact person, E-mail, and telephone number) for different
stakeholders are provided therein, to appropriately respond to various issues, including corporate social responsibility. See below for
details:
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Deviations

from “the

Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX

Listed

Companies”
and Reasons

Status of Implementation
Evaluation Item i X
Yes | No Brief Explanation
shareholders ftem Focus of Communication Contact Person Channel Of Communication And Frequenc
employees, Category Response quency
customers, and Labor-Management Conference Quarterly
suppliers) and set up - "
an area dedicated to Union Real time
stakeholders on the Employee concerns mailbox
Company website? A (Wecare listens mailbox, Speak
Human Resource Div. T i
Does the Company Employees Employee feedback and Miss Chi Out employee communication Real time
respond v satisfaction rates Tel: +886(0)-3-3998917 mailbox, Team+ real-time
approprtlately_t? ' information platform)
corporate socla Website for retired employees
responsibility issues .
that stakeholders and those who have left Real time
consider important? employment
Passenger Service Customer satisfaction surveys Real time
Passenger dedicated phone Global business meetings Annually
line: +886(0)-2-412-9000 Taiwan district business
R Annually
meetings
Customer thoughts and Carg9 Service Discussions with travel agencies | Quarterly
Customers feelings Mr. Lin Company website, industry
Tel: +886(0)-3-3998263 social responsibility network, Real time
Facebook, email, and message
Aircraft Maintenance Customer-service hotline Real time
Mr. Chou
Tel: +886(0)-3-3987215 Corporate customer visits Occasional
Finance Div. Shareholders meeting Annually
Mr. Yang Shareholder hotline/mailbox Real time
Reports on operating Tel: +886(0)-3-3998331 Corporate customer hotline Real time
Investors results, maintaining Once every
good communication Finance Div. c te inf i " three years
) orporate information meetin
Mr. Lin P € (once a year
Tel: +886(0)-3-3998361 since 2018)
General Products
A(%mm}stratmn Div. Telephone, email Occasional
Miss Xiao
Tel: +886(0)-3-3999136
?rclraft P.artsD' Consultative conferences Occasional
Status of supplier nglnee'rlng W
Partners supply/shipment and Mr. Tsai
li : -3-
(Suppliers) sustainable risk Tel: +886(0)-3-3834251
Ext.7507 Business visits Occasional
e-Shopping / Duty Free
In-Flight Service Supply Chain
i i At least
& Marketing Div. Site inspections eastonce
Miss Lee every 6 months
Tel: +886(0)-3-3993871
CSR Hold activities for the public
Corporate Development good, participate in activities in Occasional
Show concern for Office society -
disadvantaged groups, Mr. Chung Press Releases Occasional
) ) ’ Tel: +886(0)-3-399-8530 every month
. increase social
Society .
connection, spur . o
Charitable activities
transparent -
L. Corporate Communications . Occasional,
communication y Network mailbox .
Office daily
Mr. Lee
Tel: +886(0)-3-399-8639
6. Has the Company v The Company'’s professional services organization is CTBC Bank, which has been appointed to handle shareholder meeting matters.
appointed a
professional
shareholder services
agent to handle
shareholders meeting
matters?

No Difference
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Evaluation Item

Status of Implementation Deviations

from “the

Corporate
Governance
Best-Practice
Brief Explanation Principles for
TWSE/TPEX

Listed

Companies”
and Reasons

7. Information

disclosure

(1)Has the Company
established a
public website to
disclose financial,
operational, and
corporate
governance
information?

(1) Dedicated units within the Company provide information to be disclosed on the China Airlines corporate website No Difference
(http://www.china-airlines.com) regarding marketing, operations, finance, administration, aircraft operations, human 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
methods of
information
disclosure (e.g.,
setting up an
English website,
designating a
specialist
responsible for
gathering and
disclosing
Company
information,
settingup a
spokesperson
system, uploading
recordings of
investor
conferences onto
the Company
website)?

(2) The Company has set up an English language website "China Airlines Corporate Website (https://www.china-airlines.com/tw/en), with |No Difference
the Office of Public Relations as the spokesperson who is responsible for gathering and disclosing company information on a monthly
basis and for announcing corporate information to the outside world, including press releases, new interviews and press conferences.

8. Does China Airlines

have other important
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)?

1. Employee rights: In addition to obeying the Labor Standards Act, in 2002 the Company signed a collective agreement that remains in No Difference
force today. Salaries and remuneration, benefits and insurance are adjusted annually based on the remuneration
policy and revenue, and there are also procedures for merit pay and higher pay for promotions to select and promote
outstanding employees.

2. Employee care: Primarily in three areas:

(1) Information:

a. The Company updated all its internal information networks in 2018, optimizing the platform user interface and enhancing
information security, while also integrating provision of information via documents and periodically planning electronic bulletin
boards for “News Focus, What's Going on in the Company, China Airlines Light, and Activities” with text and media. These share
the Company's latest operations information and decision making progress, while notifying employees of important information
using email blasts.

b. The Wecare Listens mailbox, Speak Out employee communication mailbox, Team+ real-time information platform and other
diversified channels provide employees with ample direct channels to express their opinions and complaints.

(2) Organizational:

Based on the scale and dependencies of each unit in the Company, employee relations departments or dedicated personnel have

been established to be responsible for good communication channels and overall management of relations, assisting in publicizing

various beneficial policies of the Company and eliminating misunderstandings by improving internal employee satisfaction,
cohesiveness, feeling of identification with the Company, and work achievements at appropriate times.

(3) Systemic:

Periodically hold labor-management conferences and supervisor-employee communication meetings and have employee benefits

committee members participate in meetings with various types of unions and employee representatives to tell employees about

related governance actions at appropriate moments; each resolution gives full respect to employee opinions and interests.

Investor relations:

The Company has established “Rules for Handling Investor Relations” by which it handles all investor concerns or opinions. A total of 13

were handled in 2018.

. Supplier relations:

Based on the Company regulations in “Work Rules for Purchasing and Acceptance of Ordinary Goods”, except in the case of patents and
urgent purchases, all bids are public and disclosed on the Company website, establishing a transparent and open process with a fair
competitive environment for transactions.

In addition, according to the Company’s “Regulations Governing the Management of Ordinary Goods Suppliers,” reviews and
evaluations of suppliers’ qualification, credit, and ability must be carried out for suppliers’ operational risks at different stages. Reviews
of 97 suppliers in total were completed in 2018. According to the operation of Collaborative Value Task Force under the CSR policy of the
Company, risk assessment of “Supply Chain Sustainability Questionnaire (SAQ)” is conducted annually for key first-tier suppliers. The
questionnaire includes aspects like legal, environmental, social and quality, and information security. The legal aspect includes questions
concerning ethics, legal compliance and compliance practices. If high-risk vendors are identified, on-site inspection will be conducted
and guidance will be given to reduce potential risks and improve existing impact.

In 2018, the Company surveyed 72 suppliers (mainly key first-tier suppliers) according to the supplier's sustainable supply chain
mechanism. The questionnaire response rate was nearly 60%, and the average supply chain sustainability performance score was 91.79
points, showing that most of the Company's suppliers have internalized the concept of sustainability in their management mechanisms.
In addition, in accordance with the “Sustainable Supply Chain Management Policy Statement” of the Company, since 2016, we have

w
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requested that every supplier sign the “Supplier Code of Conduct” when bidding, and to jointly undertake to create a sustainable
industrial environment. In the future, we will continue to promote the procurement of Green Mark certified products. By the end of
2018, we have completed green procurement of approximately NT$4,490,000 in total.

Stakeholder interests:

The Company website has a “Stakeholder Contact” and other diverse communications channels and platforms to appropriately and
effectively address all manner of stakeholder complaints and wishes.

Continuing education for directors and supervisors: see P.65 for details.

. Status of implementation for risk management policy and risk balance standards:

The Company's operations are enormously impacted by both the domestic and international environment, so as to further improve the
risk management system mechanism and reduce the effect created by interplay among risks; the Company has established a “Risk
Committee” answering directly to the Board of Directors. The committee meets once per quarter and issues periodic reports to the
Board of Directors, assisting the Board in oversight of the setting, and results and adaptive measures related to company risk
management strategies. See P.42 for operation details.

Moreover, to establish a solid internal governance system, the Company has additionally set up “China Airlines Procedures for Handling
Important Internal Information”, “Ethical Code of Conduct for Directors”, “Ethical Code of Conduct for Senior Supervisors” and “Rules for
Employee Conduct in the Course of Work”.

. Implementation of customer policies:

The Company proactively uses electronic questionnaires to obtain information on passenger satisfaction. In 2018, a total of 803 valid
customer satisfaction surveys were performed, and after statistical analysis, products and services were examined and improved as a
result, raising the overall level of customer satisfaction.

Company purchase of liability insurance for directors and supervisors:

The Company purchased liability insurance for all Directors in both 2018 and 2019 to reduce and diversify the Directors' legal liability
risks. Important contents, such as Directors' liability insurance insured amount, coverage and premium rate, have been reported in the
16th meeting of the 20th Board of Directors on May 10, 2018 and the 5th meeting of the 21st Board of Directors on March 20, 2019,
respectively.

9. Please explain improvements that have been made in response to the results of the Corporate Governance Evaluation issued by the Taiwan Stock Exchange Corporate Governance Center:
Except when establishing functional committee (Risk Management Committee) not required by laws, the number of Company’s members is no fewer than three, and more than half of the
members are Independent Directors. In addition, on January 21, 2019, the Board of Directors approved the “Regulations Governing the Board Performance Evaluation” and completed the
2018 performance self-evaluation of the Board of Directors. The evaluation results have been published in the annual report and on the website of the Company. In addition, on the
Company's website and the corporate social responsibility website, the communication situation between the Independent Directors and the chief audit executive and accountants; the
Board members diversification policy and its implementation; the operation status of functional committees other than those required by laws; and the implementation status of ethical

corporate management, etc., have also been disclosed.
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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 in implementing and assessing the
Company’s overall compensation and benefits policy and director and manager remuneration.

A. Professional Qualifications and Independence Analysis of Remuneration Committee
Members

Criteria |Meets One of the Following Professional Qualification
Requirements, Together with at Least Five Years’ Work Independence Criteria (Note 2)
Experience
An instructor or
higher position |A judge, public Number of Other
in a department |prosecutor, attorney, Has work Public
of commerce, |Certified Public experience in Companies in
) law, finance, Accountant, or other thgareas of WhAicAh the
Title accounting, or  |professional or e Individual is
(Note 1) other academic [technical specialist ey or, ’ Concurrently
department who has passed a accounéin - Serving as a
related to the  [national examination otherwiseg' Remuneration
business needs [and been awarded a e Committee
of the Company |certificate in a ry Member
in a public cF))r Y profession necessary thelblsinessiof
private junior  |[for the business of the the Company
college, college |Company
Name or university
Independent
Director | Shen, Hui-Ya v v v vVivIiv|iVv|v|IVvv] Vv 1 -
(Chairman)
Independent | Chang, Hsieh
P & v v v Av|iv|iviv|viviv 1 -
Director Gen-sen
He,
OtherJH' v - v viv|iv|v|Vv|Vv|IvivYy 0 -
yun-Huei

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.

w

. 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.

&>

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.

wv

. 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.

(=]

. 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.

~

. 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 of the conditions defined in Article 30 of the Company Act.

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 Company's Remuneration Committee has a total of 3 members, and the term of the current
Committee members: June 27, 2018, to June 26, 2021.
The Remuneration Committee convened three meetings over the past year (from January 1, 2018
through April 27, 2019). Committee member attendance is detailed below:

i Attendance in
Title Name By Proxy | Attendance Rate (%) Remarks
Person
Independent
Director Shen, Hui-Ya 4 0 100% Appointed on July 11, 2018; new appointment.
(Chairman)
Independent . . Appointed on July 24, 2015, and dismissed on June
i Luo, Hsiao-Hsien 1 0 100%
Director 27,2018.
Independent Chang, Hsieh . .
i 4 0 100% Appointed on July 11, 2018; new appointment.
Director Gen-sen
Other He, Jyun-Huei 5 0 100% Appointed on July 11, 2018; reappointment.
Independent § i Appointed on July 24, 2015, and dismissed on June
. Ting, Tin-Yu 1 0 100%
Director 27,2018.

Other mentionable items:

Directors and managers.

(4)Other matters handed over for discussion by the Board of Directors.

difference shall be recorded): None.

be responsible to the Board of Directors and submit their recommendations to the Board of Directors for discussion:

(2)Regular evaluation and setting up of salary and compensation for Directors and managers.
(3)Regular review of matters related to the organization regulations for the Board of Directors’ revision.

1. The members of the Committee shall exercise the due care of a good administrator, perform the following functions and duties faithfully, and shall

(1)Establishment and regularly review of policies, systems, standards, and structures for performance evaluation and salary and compensation for

2. 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

3. 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:

Meeting dates of the

Remuneration Committee I fiddas elsmveset

Resolution

Handling of members’
opinions by the Company

January 24, 2018

10th Meeting of the
Remuneration Committee of
the 20th Board of Directors

Chairman and Managers' 2017
Year-end Bonus, 2018 Lunar New
Year Incentive and 2018 Salary
Adjustment

Approved by all attending members
to be reported to the Board of
Directors for discussion.

No further business

2017 Employee Compensation
(Bonus) of the Chairman and
Managers

Traveling Expense Standards for
Military, Civil or Teaching Personnel
Serving as Part-time Directors of the
Company

Flight and Cabin Allowance
Adjustment for Senior Vice
President (VO)

July 26, 2018

1st Meeting of the
Remuneration Committee of
the 21st Board of Directors

Approved by all attending members
to be reported to the Board of
Directors for discussion.

No further business

Regular Review of Policies, Systems,
Standards and Structures for
Performance Evaluation, Salary and
Compensation of Directors and
Managers

October 26, 2018

2nd Meeting of the
Remuneration Committee of
the 21st Board of Directors

Regarding the regular review of
policies, systems, standards, and
structures for performance
evaluation, salary, and
compensation of Directors and
Managers, the business
management unit was asked to
review the overall appropriateness
by the end of the year, and submit
it for the Committee’s discussion
before submitting it to the Board of
Directors.

After reviewing the
overall appropriateness,
the business
management unit has
submitted it for
discussion in the 3rd
Meeting of the
Remuneration
Committee of the 21st
Board of Directors on
December 27, 2018.

Increase of Traveling Expense
Standards for Military, Civil or
Teaching Personnel Serving as
Part-time Directors of the Company

Approved by all attending members
to be reported to the Board of
Directors for discussion.

No further business

Regular Review of Policies, Systems,
Standards and Structures for
Performance Evaluation, Salary and
Compensation of Directors and
Managers

Proposal of Salary and
Compensation for the New Senior
Vice President (VV)

December 27, 2018

3rd Meeting of the
Remuneration Committee of
the 21st Board of Directors

Approved by all attending members
to be reported to the Board of
Directors for discussion.

No further business

January 21, 2019

4th Meeting of the
Remuneration Committee of
the 21st Board of Directors

Chairman and Managers' 2018
Year-end Bonus and 2019 Lunar
New Year Incentive

Approved by all attending members
to be reported to the Board of
Directors for discussion.

No further business
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3.3.6 Corporate Social Responsibility

Implementation Status Deviations
from “the
Corporate
Social
Responsibility
Evaluation Item ves || e Brief Explanation ge;t—?raatme
rinciples for
TWSE/TPEX
Listed
Companies”
and Reasons

1. Corporate governance implementation

(1)Has the Company established corporate| v (1) At the 6th meeting of the 20th Board of Directors on May 12, 2016, the Board No Difference
social responsibility policies or a CSR passed revisions to the “China Airlines Co., Ltd. Corporate Social Responsibility
system and reviewed the effectiveness of and Sustainable Development Best Practice Principles” and has since taken this
implementation? document as the highest guiding principle in the Company's implementation of
CSR.

The Corporate Sustainability Committee is the Company's highest governing body
to promote sustainability; it is responsible for planning sustainable development
direction, strategy and target setting. The Committee holds at least two meetings
per year regularly to review the target implementation rate and follow up on
subsequent improvement; it also reports the results of annual sustainable
governance to the Board of Directors according to “Corporate Social
Responsibility and Sustainable Development Best Practice Principles.” The results
of sustainable implementation for 2018 are as follows:

¢ Continued to implement the Sustainable Development Goals (SDGs) and set
short-term, medium-term and long-term sustainability goals for the task force
of each value based on the Company's sustainability strategy.

Connected with the international community and supported the diversification
of Directors. Three new female Directors from the fields of industry, the public
sector, and academia have joined the Board, enhancing the overall
decision-making quality of the Board of Directors of China Airlines.

Revised internal sustainable related regulations in accordance with
international standards and trends, and improved the promotion results and
quality of sustainable governance.

Participated in the aviation industry's sustainability related conferences,
mastered latest promotion trends, and gave back to the relevant responsible
task force of each value to improve the relevant sustainability improvement
results.

Entered into the 2018 Dow Jones Sustainability Index (DJSI) and the FTSE4Good
Emerging Index; scored leadership level in the global aviation industry by CDP,
and won the Taiwan Corporate Sustainability Awards.

Published and compiled the Company's sustainable corporate governance
commitments, annual CSR KPls, implementation results, and the Chinese and
English version of Corporate Social Responsibility (CSR) Report planned for the
future, which were disclosed on the Company's official website and the
corporate social responsibility website.

(2)Does the Company regularly hold CSR v (2) The Company organizes sustainability related education and training irregularly No Difference
training? every year. In 2018, two batches of CSR education and training were
implemented. The promotion of the first batch started in September 2018 and its
training rate reached 100%. The second batch of education and training was
planned for implementation in 2019, which will continue to cultivate the
Company's sustainability DNA and shape its corporate sustainable culture.

(3)Has the Company designated full- (or| v (3) The Company has set up a Corporate Sustainability Committee in 2014, which is| No Difference
part-) time personnel to implement solely responsible for the promotion of sustainability and is the highest
corporate social responsibility policy with governance organization for sustainability governance promotion, with the
senior management authorized by the President sitting as its Chairman. There are six major task forces in the
Board of Directors to manage them, and Committee, based on different aspects of sustainability, which are “Trust Value
do they give status reports to the Board of Team, Manpower Value Team, Joint Creation Value Team, Environmental Value
Directors? Team, Social Value Team, and Sustainable Development Foundation Team.” Their

main responsibilities are strategy formulation, business planning, and promotion
of different aspects of sustainability; the teams report the implementation status
to the Board of Directors on a regular basis every year in accordance with the
Corporate Social Responsibility and Sustainable Development Best Practice
Principles. The results of the 2018 CSR operation and the 2019 CSR operation plan
were reported in the 4th meeting of the 21st Board of Directors on January 21,

2019.
(4)Has the Company established reasonable v (4) According to the Company's Articles of Association, if the Company is profitable in| No Difference
remuneration policies and integrated the the year, no less than 3% of the profit shall be appropriated for employee
employee performance evaluation system compensation. However, if the Company still has accumulated losses, the offset
and CSR policies and established a clear amount shall be retained in advance. In addition to the relevant operational
and effective incentive and discipline regulations (including performance appraisal, year-end bonus, rewards and
system? punishments, salary and allowance) specified in the manual of personnel

department, the Company also provides reasonable remuneration, related
benefits and insurance every year according to the overall salary policy and
income. Also, there are performance salary adjustments and promotion salary
adjustment regulations in place. The performance of employees is regularly
evaluated three times each year. In addition to assessing common core functions,
different function evaluating indicators and assessment methods are also
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Implementation Status

Evaluation Item
Yes

No

Brief Explanation

Deviations
from “the
Corporate
Social
Responsibility
Best-Practice
Principles for
TWSE/TPEX
Listed
Companies”
and Reasons

designed according to professional characteristics, so as to truly reflect the actual
work situation of employees. In 2018, the actual average salary adjustment for all
employees was 3%.

2. Sustainable environmental development
(1)Has the Company endeavored to make| v
more efficient use of resources and use
renewable materials that have a lower
impact on the environment?

1

China Airlines is committed to improving the efficiency of the use of various

resources; multiple actions to that end are described below:

1. Following its reception of “Diamond Grade” Green Building Mark awarded by
the Ministry of the Interior in 2017 for the introduction of the “Elevator Power
Regeneration Device” with a number of power-saving measures in the
Executive Center Building, the Company has continued to strengthen waste and
water resource management in 2018 and received the highest “diamond
grade” certification for the crew training building.

2. Moreover, in order to continue to achieve the goal of low-carbon operation
and support the government's renewable energy policy, China Airlines
launched the assessment operation of building solar photovoltaic equipment at
China Airlines Headquarters in 2016, inviting relevant units of the industry and
public sector to participate in the negotiation of relevant issues to eliminate
safety concerns, such as worries over solar photovoltaic equipment affecting
aircrafts’ take-off and landing. After such worries were alleviated, the relevant
units consented. It is expected a solar photovoltaic system of approximately
99KW will be installed in the CAL Park’s flight simulator building, and
construction will be finished and the system will be activated in 2019.

. In order to maintain the goal of “zero carbon growth” after 2020 and increase
the use of renewable energy, the Company took the lead in the domestic
aviation industry by using sustainable alternative aviation fuels to refuel the
new A350-900 aircrafts for the return flights to Taiwan since November 2017.
By the end of 2018, the refueling operations of 5 flights have been completed.

4.Implementation of environmental management and carbon management
strategies

w

P ti .
Concepts Policies romotion Plans of action
strategies
o 5 o (1)Regular regulatory
o) 3o i
g g . requirements
S| BT |t | Gl
= 5 3 ; self-commitment
@ 532 protection trends ]
@ o reviews
g ] 3 in Taiwan and (2)Actively
= a
> abroad, and S
o ] -g imor :n th participating in
2 &g Lepo(zi\le:tiin € domestic and
[} <3 & foreign industry
3 o] channel and
3 S s platform for and government
S & & meetings to gras
5y 5% stakeholders. 85 to grasp
= F=3 ’ the trends of
2 = S (2)Actively regulations
5 59 partlapa_\tlngm (3)Implementation of
K @ 3 international .
a v & X checking
= 3T cooperation and >
o S . mechanism for
@ 2= understanding management
oy 23 mainstream system
g g 3 issues. cZJm liance
@ 4 s (3)Perfecting obligF;tion
o
5 ::;alisi?;in;r{d (4)Participation in
3 evgluation DIsl, CDP, and
I mechanism other leading
international
evaluations

No Difference
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$324n0sal s,yue3 ayl Suiniasuo)

(1)Continuously
improving the
operational
quality of the
corporate
environmental
and energy
management
system

(2)Developing and
implementing
environmental
performance and
carbon reduction
targets

*s103ed1pul duewioyad Juswadeuew pue ‘swalsAs Juswadeuew A3iaua pue |eausWUOIIAUD Sulysl|qelsy

(1)Understanding
updates to ISO
standards,
implementing and
perfecting the
improvement of
enterprise
Environmental
Management
System, EMS.

(2)Improving the
checking,
oversight and
evaluation
mechanism for
environmental,
energy, and
carbon emission
risks

(3)Establishing and
implementing
various energy
conservation,
carbon reduction
and
environmental
performance
targets.

(4)Implementing
internal audit and
management
review
mechanisms and
conducting third
party verification.

(5)Establishing a Task
Force on
Climate-Related
Financial
Disclosures (TCFD)
system

(6)Establishing a
corporate
“Environmental
Management
Information
System” to
understand and
document
historical
environmental
performance.

Aduaid1yye-029 Suinoadwi

(1)Creating
diversified
guidance and
communication
channels

(2)Establishing
incentive
programs to
motivate
colleagues to

practice and
ni 1

*SSOUIIBME |BJUSWIUOIIAUD ,S99A0|d WS 191504 0} UOIIEINPD
UO[1eAISSU0D ASIBUS puE [BIUBWUOIIAUS Supuawaldw]

(1)Implementing
environmental
and energy-saving
education for all
employees

(2)Organizing an
annual
“environmental
protection
education
seminar” and

ol
Avrerertar

P
environmental
protection ideas.

protection
competition”

Corpoyiatere

(3)Establishing a
platform t

knowledge of
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(4)Establishing a
reward system for
proposals

*Adua1d1ye-029

||eJaA0 3doueyUD 0} JUdWSSeuew ujeyd Alddns uaaig Sunuawa|dw|

(1)Establishing a
supply chain risk
assessment and
management
system

(2)Establishing
environment and
energy
management
capacity for
companies of the
Group

(1)Cultivating the
Group’s and key
suppliers’
environmental
talent

(2)Holding value
chain
environmental
protection and
energy saving
education and
training

(3)Performing supply
chain risk
assessment
operation

(4)Organizing
conferences and
regular meetings
for contractors
and suppliers to
communicate
China Airlines'
sustainability and
environmental
protection
requirements.

Ayjiqisuodsau jerdos Sul|jiyng

‘90UBWI0449d |EIUSWIUOIIAUD

pue A34aua Jo Juswanoidwi [enuIUOI Ysi|gelisa
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(1)Optimizing
devices
performance

(2)Promoting
energy-saving
education and
establishing
corporate
energy-saving
culture.

(3)Introducing
low-carbon and
renewable
energy facilities

(1)Checking and
optimizing energy
equipment and
management
measures

(2)Establishing and
implementing
energy
conservation
management and
educational
programs

(3)Mastering
technology and
regulatory trends,
and introducing
renewable energy
equipmentina
timely manner
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(1)Including service
procedures in the
EMS operation,
and strengthening
personnel
training.

(2)Including
environmental
protection and
energy saving
effects as the key
considerations for
procurement

(3)Establishing and
promoting “Green
Fares-Carbon
Exchange Service”
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(1)Deepening the
awareness of
planners in
environmental
protection and
energy
conservation

(2)Promoting green

procurement and (4)U5|ng .
reen consumer environment-frien
8 dly certified

culture
on-board spare

products and
selling
environment-frien
dly duty-free
products
(5)Diversifying the
promotion of
green consumer
awareness

5. Energy savings and carbon reduction

In order to be able to contribute to environmental conservation, the Company
has actively participated in and responded to environmentally relevant
organizations and initiatives at home and abroad, in addition to complying with
the requirements of civil aviation and environmental protection regulations and
self-improvement of risk management mechanisms; this strengthens and
optimizes the power of our actions in environmental protection, reduces
pollution to the environment, cherishes the limited resources of the Earth,
while at the same time leading the aviation industry to jointly protect our
homeland through the Company’s influence. Since 2012, energy conservation
and carbon reduction measures have been implemented. In 2018, a total of 59
environmental management KPIs were promoted, with 56,940 metric tons of
aircraft fuel conserved, 123 metric tons of fuel reduced for ground vehicles,
837,000 kWh of electricity conserved, 3,000 metric tons of water conserved,
and 150 metric tons of waste reduced. The total annual carbon reduction was
approximately 144,882 metric tons of CO2e. The various categories of data are
as follows:

{tem Amount Unit Carbon Note: CO,e
conserved (metric tons CO,e) | conversion factor
Aircraft Metric
fuel 56,940 144,114 2.523
; tons
savings
Ground .
- 2.263 (gasoline);
fu‘el 123| Kiloliters 326 2.606 (diesel)
savings
Electricity 837 MWh 442 0554
conserved
Water
conservati 3 . 1,000 - 0.162
metric tons
on
Wast'e 150 Kiloliters - -
reduction
Annual carbon reduction 144,882 (Metric tons CO,e)

6. Water conservation and wastewater treatment
The Company's total water usage in 2018 was 148,216 units, up 4.93% from
2017. The main reason was rupture and leakage of water pipelines caused by
the construction around the maintenance facility; it was repaired immediately
after discovery; the water use ratio of air conditioning was higher due to the
continuous high temperature in summer. In order to continuously improve the
management of water resources, and to understand the current status of China
Airlines' overall water use situation, it was proposed to strengthen relevant
management and supervision measures to track the current status of various
water usage and implement water resource risk and opportunity identification
operations.
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The waste water generated during the maintenance work of the aircrafts will
impose a burden on the environment, so it needs to be properly processed
before it can be discharged into natural water. The Company's maintenance
park has two sewage treatment plants set up and in operation under the
principle of “full recycling,” to treat the electroplating wastewater generated
from engine repair operations (including: chromium, cadmium, and other heavy
metals) and organic wastewater generated from aircraft maintenance
operations, respectively. The wastewater was discharged to the Taoyuan
Airport drainage system after three stages of treatment. Its management is
performed on the first-line and front-line control by dedicated handling
personnel who have passed the training and verification; regularly checking the
water temperature, hydrogen ion, electrical conductivity, grease, and
hexavalent chromium of the discharged water; and conducting close
monitoring by incorporating it into the enterprise environmental risk level 2
and 3 supervision and evaluation checking mechanism.
Water resource information
Item 2015 2016 2017 2018

Heavy metal
wastewater (tons)
Organic wastewater

9,577 10,667 8,579 10,014

8,867 15,518 14,647 10,443
(tons)
Total volume of
wastewater 18,444 26,185 23,226 20,457

discharge (tons)
Note 1: Domestic sewage has been taken over according to
government environmental protection regulations and collected
in the sewage system to the sewage treatment plants in Taoyuan
Airport, Taipei City and Kaohsiung City for proper processing.
Note 2: The source of water is supplied by the water company
7. Waste management
The Company processes waste management in accordance with the five
following principles: Refuse, Reduce, Reuse, Recycle, Repair. It has set a goal
for 100% resource reclamation of waste and has annually increased its waste
reuse rate. Recognizing that air cargo is a core business of the airline industry,
the Company actively participates in seminars with the IATA cabin waste task
group. The Company has collected the total weight of cabin waste and
recyclable items since 2017; it has annually expanded its scope of ground
services since 2018 to be used as basis for management strategy formulation.
2015 2016 2017
Non-recyclable|Non-recyclable| Non-recyclable
amount amount amount
Contract 380,662 419,689 456,997
qualified
disposal
contractors for
periodic
disposal, keep
record for
proof of
proper
handling, and
regularly
submit report
according to
regulatory
requirements
(physical /
incineration /
thermal
treatment).

Operation
requirements

Item (kg)
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Contract 12,728 13,430 16,758
qualified
disposal
contractors for
periodic
disposal, keep
record for
proof of
proper
handling, and
regularly
submit report
according to
regulatory
requirements
(chemical
treatment /
solidification
and burial).
Contract 1,445 1,920 1,782
qualified
disposal
contractors for
periodic
disposal,
perform
offshore
processing,
and regularly
submit report
according to
regulatory
requirements.
The on-board - - | 3,417,870
kitchen waste
is entrusted to
the qualified
vendors for
clearing,
handling, and
destroying in
full, according
to
international
sanitary
regulations;
after
remaining
domestic
waste is
collected from
the aircraft, it
is first sorted
and
categorized,
and then sent
to the
incinerator
plant of the
airport
company for
incineration.
Total 394,835 435,039 | 3,893,407
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(2)Has China Airlines established an
environmental management system that
is specifically designed with the
Company's operations in mind?

(2) In order to integrate environmental protection operations into the daily
operational risk management operations of the enterprise, the Company has
introduced a number of international standard management systems since 2009,
and has established and improved the environmental management operation
mechanism of the enterprise, covering risk issues such as greenhouse gases,
environmental management, and energy management. The Company has
formulated management strategies and action measures for relevant risks and
opportunities identified in various aspects of the environment. Beginning in 2017,
the Company has introduced life cycle thinking and completed control over every
link of the organization's operations; also, considering the issues of interest to
stakeholders, the Company has further improved the level and perspective of

No Difference
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environmental and energy risk management, and become comprehensively in line
with the standard thinking of international enterprises’ sustainable development
governance. System standards covered by China Airlines’ environmental
management mechanism:

1SO 14001:2015
Environmental
management
system

1SO 50001:2011
Energy
management
system

1SO 14064-1:2006
Greenhouse gas inventory
and management system

Standard

2012
(Note)

Time of
introduction

2009 2013

(1)Aircraft /
engine
maintenance
operation

(2)Flight
operation and
management

(3)Cargo service

(4)Passenger
transport

(1)Global aviation fuel

(2)Ground operations in
Taiwan, including CAL
Park, maintenance
facility, Taipei branch
(floors B1, 1, 2, and 9),
Songshan Park, and
Kaohsiung branch.

(1)Aircraft /
engine
maintenance
operation

(2)Flight
operation and
management

Scope

service

Note: 1SO 14001:2008 was introduced in 2012, and ISO 14001:2015 version
transferring operation was completed in 2017

In addition, the Company recognized climate issues’ direct impact on and
importance to the aviation industry, in addition to supporting and responding to
the voluntary carbon reduction initiative promoted by the International Civil
Aviation Organization (ICAO), the International Air Transport Association (IATA)
and Civil Aviation of the Republic of China, and setting up the Company’s three
major targets of the stage regarding flight and ground operations; the Company
further introduced the Task Force on Climate-Related Financial Disclosures (TCFD)
guidance structure in 2018, with the plan to set up a TCFD task force to conduct
early risk response, opportunity management, and other active managements,
and to deepen carbon management operations and climate resilience. In
addition, the Company was also invited by TCFD in September 2018 to publicly
sign and endorse the TCFD project, becoming the first airline in Taiwan to sign.

(3)Does the Company pay close attention to 4
the potential impacts of climate change on
operations; has it undertaken an
examination of greenhouse gas emissions;
and has it established a carbon and
greenhouse gas reduction strategy?

@3

Since 2009, the Company has actively implemented I1SO 14064-1 greenhouse gas
management operations, conducted inventory on greenhouse gas emissions from
the operation of the organization, and implemented third party verification
operations. In 2012, the Company actively established carbon risk management
mechanism in response to international trends, and actively responded to the
Carbon Disclosure Project (CDP). Later in October 2014, the Company announced
its voluntary greenhouse gas reduction targets, actively promoting
self-management before the launch of the global carbon management
mechanism announced by the ICAO. The Company has been actively supporting
and implementing the three-stage targets of the IATA, with 2019 being the base
year:

1. An average improvement in fuel efficiency of 1.5% per year before 2020;

2. Achieving carbon-neutral growth in 2020 (CNG2020);

3. Reducing emissions to 50% of the 2005 level by 2050, to facilitate the
achievement of targets in the greenhouse gas reduction strategy of Taiwan's
civil aviation industry.

The Company's long-term goals of energy saving and carbon reduction are as

follows:

2020 2025 2030

(1)To increase aviation (1)To implement the (1)To implement the

fuel efficiency by
1.5% every year

(2)To reduce ground
carbon emissions by
38% compared to
that in 2009

(3)To reduce the
general ground
waste output by 2%
compared to that in
2018, and to
increase the
recycling rate of
industrial waste to
40%

increasing of
aviation fuel
efficiency by 1.5%
every year and the
zero growth of
carbon emissions
for CORSIA
CNG2020

(2)To reduce ground

carbon emissions
by 40.43%
compared to that
in 2009

(3)To reduce the

general ground
waste output by 7%
compared to that
in 2018, and to

increasing of
aviation fuel
efficiency by 1.5%
every year and the
zero growth of
carbon emissions
for CORSIA
CNG2020

(2)To reduce ground
carbon emissions
by 42.34%
compared to that in
2009

(3)To reduce the
general ground
waste output by
12% compared to
that in 2018, and to

No Difference
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increase the increase the
recycling rate of recycling rate of
industrial waste to industrial waste to
45% 50%
(4)To reduce ground (4)To reduce ground
water consumption water consumption
by 5% compared to by 7% compared to
thatin 2018 thatin 2018
4. Social welfare
(1)Has the Company established v (1) In the area of comprehensive management systems and organizational capacity,| No Difference
management policies and procedures in the Company not only abides by the “Employee Code of Conduct” and “Employee
accordance with relevant laws and Work Standards” set forth in various labor laws, but also refers to the “Universal
regulations and international human rights Declaration of Human Rights”, the “United Nations Global Compact”, the
conventions? International Labor Organization's basic compact on core labor standards, the UN
Guiding Principles on Business and Human Rights, and local laws and regulations.
The company has established a "Human Rights Policy” based on the
aforementioned norms as guiding principles for the company's management.
(2)Does the Company have an employee 4 (2) To guarantee employee interests and provide a healthy and safe working No Difference
complaint mechanism and channels and environment, and create a friendly workplace, the Company has set “Rules for
does it take care of said complaints Employee Complaint” and “Rules for Employee Safety Reporting Incentives”. It has
appropriately? also provided diversified channels of communication that all employees are
familiar with, including a “Speak Out” area, periodic labor-management
consultations and various dedicated complaint mailboxes (including Wecare,
workplace sexual harassment, professional ethics, etc.) and handles all employee
complaints according to a set process.
(3)Does the Company provide employees v (3) 1. Staying up-to-date with international standards through dual certification on| No Difference

with a safe and healthy work environment
and regularly implement health and safety
education programs for employees?

April 20, 2016, the Company obtained OHSAS 18001:2007 and CNS
15506:2011 and other occupational safety and health management system
verification documents, and passed SGS re-inspection in 2018. At the same
time, in order to be in accord with the international practice, the Company
introduced the latest occupational safety and health guidelines to build a
more complete occupational safety and health system and management
system. The Company obtained 1SO45001:2018 and TOSHMS qualified
certification in April 2019.

2. Occupational safety and health committee for two-way effective
communication
China Airlines has established an Occupational Safety and Health Committee
in accordance with law. The committee is tasked with the objective of
preventing occupational hazards and protecting the safety and health of all
employees by reviewing, coordinating, and making recommendations
pertaining to safety and health related matters. The Chairman is served by
the President. There is one vice chairman and one executive secretary under
the Chairman. The Committee consists of the head of designated units,
occupational safety and health personnel, engineering and technical
personnel, medical personnel, and labor representatives appointed by the
labor union as members. A meeting is held once every three months to
review and analyze the Company's occupational incidents and to report and
follow up on subsequent safety and health management plans. A total of 20
safety and health proposals were reviewed, coordinated and provided with
suggestion in the meetings in 2018, and all them have been concluded.
Relevant meeting minutes were announced on the Company's internal
website.

3. Full AQD for comprehensive risk assessment
Taking advantage of China Airlines’ Aviation Quality Database (AQD) of all
personnel to reflect the hidden hazards of the operating environment and
implement risk assessment to reduce occupational accidents; in 2018, a total
of 107 AQD safety and health related cases were received, and 107 cases
were improved and settled, for an improvement rate of 100%.

4. Strengthening safety and health education and popularizing safety and health
concepts
Strengthening the promotion of safety and health education at all levels.
Every three years, each personnel shall receive at least 3 hours of education
and training. Education and training for supervisors will be held depending on
the promotion and transferring of the supervisors. The members of the
Occupational Safety and Health Committee must complete at least three
hours of safety and health education and training every three years; assisting
in the training of safety and health officers at all levels to disseminate safety
and health knowledge; holding the necessary education and training for
newly hired labor, transferred labor, safety and health management
personnel, special operators, and supervisors to work and prevent disasters,
so that each personnel knows how to protect themselves and others.

5. Hierarchical safety and health management, and establishment of safety and

health officers at all levels
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Implementing safe and healthy work; Initiating a safety and health hazard

identification proposal system to expand the participation in safety and

health to all personnel; establishing safety and health officers at all levels to

guide the risk assessment of all levels of units and conduct prevention and

improvement, building the concept of corporate community.

6. Implementing safety and health education training

i. A total of 5 batches of new general personnel’s safety and health education
and training were implements, with a total of 126 persons.

ii. Safety and health E-Learning education and training for new supervisors.

iii. Education and training of all members of the Occupational Safety and

Health Committee.

iv. Occupational safety and health training for in-service employees.

v. First-aid personnel training.

vi. Safety and health training for special operators.

7. Organizing health promotion activities

i. There have been 16 health promotion activities in CAL Park, with a total of
456 participants.

ii. There have been 7 health promotion activities at the Taipei branch, with a
total of 198 participants.

iii. There have been 7 health promotion activities at the Kaohsiung branch,
with a total of 153 participants.

iv. Free flu shots: A total of 236 people in Taipei, 1,623 people in Taoyuan,
and 87 people in Kaohsiung.

v. The free MMR vaccine for front-line staff was administered to 1,341
people.

(4)Has the Company established a
mechanism enabling periodic
communication with employees and a
reasonable method of informing
employees of those operational changes
that could significantly affect their work?

(4) The Company holds a quarterly labor-management conference, and has also
established a “Speak Out” area, Wecare mailbox and other means for employees
to share their questions or concerns with the Company. In 2018, a total of 24
cases were handled to completion, providing both labor and management with
rapid access to important operational information and multiple channels of
communication to exchange opinions. Major topics in the Company were
communicated in a timely manner, and information concerning employee
interests was posted to the internal website or sent to employee mailboxes.
Through these multiple channels of communication and effective work processes,
harmony is maintained between labor and management, so that there is good,
common understanding of company operations.

No Difference

(5)Has the Company established an effective
career skill development training program
for employees?

(5) In order to cultivate the Company's human resources, the Company has a
“Training Advisory Committee,” which is responsible for the planning of annual
education and training for all colleagues, including strategic occupational training,
management occupational training, and job training. At the same time, in
accordance with the Company's operational development strategy, and to deepen
the Company's various levels of management professionals and broaden the
horizon of potential talents, strategic and management occupational training was
held on a regular basis to refine employees’ necessary knowledge and skills. In
addition, since 2009, the Company has established a “Management Talent
Training and Development System” to cultivate talents with international vision
and management capabilities, and to strengthen the management knowledge of
management professionals through job experience, management course training,
and rigorous assessment systems. As of today, more than 100 outstanding
management professionals have been cultivated and are now serving in key units
in Taiwan and foreign branches. In 2018, a total of NT$295 million was invested in
the training and development. The total number of training hours exceeded
54,584 hours.

No Difference

(6)Has the Company established policies
regarding R&D, procurement, production,
operations, and service processes and
complaint procedures to safeguard the
rights of customers?

(6) 1. Consumer interests policy:
In addition to the stipulation of service commitments, transportation terms and
conditions and disclaimer clause according to the laws, the Company has also
established an “Information Security Policy” and disclosed it on the Company's
website, committed to protecting the privacy and related rights of all
customers' personal information. Moreover, the Company added a personal
information management task force in 2018 and introduced an external
professional consultant team to assist in the completion of the EU GDPR privacy
protection system in 2018 in response to the EU General Data Protection
Regulation (GDPR).

2. Consumer complaint procedure:

The Company provides consumers channels for complaints about products and
services, including: the Company website (including a special stakeholder area,
customer response, service satisfaction survey), Facebook page, email customer
service, global office addresses and telephone numbers for service lines.
Customers may also write in directly; all complaints receive a response after
handling.

No Difference
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(7)Does the Company's product and service v (7) The services and products the company provides all adhere to the laws and No Difference
marketing and labeling adhere to relevant regulations of various countries. As of the end of 2015, the Company had
laws and regulations and international complied with US DOT's accessible web page regulations for airlines, and had
standards? developed WCAG AA-level accessible web pages. These provide a means for
customers who have difficulty using traditional web pages to access the
information on the pages using alternative means, effectively making the page
more user-friendly and giving customers greater convenience. At the same time,
internet transactions provide a payment platform that conforms to the industry
standard (PCI DSS), ensuring the security of consumer credit card information.
(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 has anti-bribery regulations, and supplier integrity standards, while at the same time
any record of negatively impacting society following all local laws. CAL carefully assesses suppliers’ impact on the
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 major | v (9) The Company has set a “Supplier Code of Conduct” and specifically stipulates that | No Difference
suppliers include provisions for suppliers must provide a safe, healthy working environment, guarantee mutual
terminating the agreement at any time in respect, dignity and fairness for labor, and respect professional ethical standards;
the event that the suppliers are involved in all circumstances, when supplying products or services, all actions must fulfill
in any activities that violate Company CSR legal and ethical requirements and promise responsibility to society and the
policies and that significantly adversely environment; in the event of any violations of these basic rules, the Company
impact the environment or society? terminates the bilateral business relationship.
4. Strengthening information disclosure
(1)Does the Company disclose on its website | The China Airlines website features a dedicated CSR section to highlight our related No Difference
and TWSE Market Observation Post programs and we have disclosed our “CSR Report” and “GHG Emissions and Reduction
System relevant and reliable information Information” on the Taiwan Stock Exchange Market Observation Post System.
about Company CSR?

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 fully implement the scope of corporate social responsibility, comply with the government's direction of CSR promotion, and accord with international
practice, the Company has added to and amended the Company's “Corporate Social Responsibility and Sustainable Development Best Practice Principles” in
March 2017 based on the revised “Corporate Social Responsibility Best Practice Principles for TWSE/GTSM Listed Companies”; through this CSR's highest guiding
principle, we have comprehensively reviewed the Company's operational constitution, reflected to the management and execution aspects, and striven to fulfill
corporate social responsibility from three major aspects: environmental, social, and governance (economic) (ESG); there was no operational difference this year.
For related information, please refer to the Company's corporate social responsibility website.

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

(1) Environmental protection: In order to fully implement the scope of corporate social responsibility, comply with the government's direction of CSR promotion
and to be in line with the international practice, the Company has added to and amended the Company's “Corporate Social Responsibility and Sustainable
Development Best Practice Principles” in March 2017 based on the revised “Corporate Social Responsibility Best Practice Principles for TWSE/GTSM Listed
Companies”; through this CSR's highest guiding principle, we have comprehensively reviewed the Company's operational constitution, reflected to the
management and execution aspects, and striven to fulfill corporate social responsibility from three major aspects: environmental, social, and governance
(economic) (ESG); there has been no operational difference in this year. For related information, please refer to the Company's corporate social responsibility
website.

(2) Social welfare: The Company has conducted public welfare teaching activities for a long time, including the “Friendly Campus” education promotion program
for remote elementary schools and the “Common Knowledge Platform Public Welfare Project” of Global Views magazine. In 2018, volunteer teaching social
welfare activities were held in such schools as Chuwei Elementary School, Hsihai Elementary School, Shanfong Elementary School, and Kuolin Elementary
School in Dayuan District. In 2018, 12 volunteer teaching sessions were conducted with the participation of 66 volunteers and benefiting more than 900
children. In addition, the public welfare event “Love All Around," which was held on the initiative of the Company's cabin crew; in 2018 activities were held in
New Taipei City Wulai Elementary School, 4 elementary and junior high schools in Pingxi District of New Taipei City, and 3 times in Hualien County Sioulin
Elementary School, with the participation of 183 volunteers, benefiting more than 420 children.

(3) A disastrous earthquake occurred on February 6, 2018 in Hualien. The Company immediately donated NT$10 million in the name of the Group to assist in
disaster relief and subsequent reconstruction, and encouraged the local residents and friends from police and fire departments who joined in disaster relief.
The Company also invited NBA star point guard Jeremy Lin to give a public welfare speech to internal employees, and share his mental journey while
courageously pursuing his dreams with colleagues; the speech is expected to produce more positive energy in colleagues. In addition, we have maintained
long-term cooperation with the Huashan Social Welfare Foundation. We regularly sponsor care gifts and assist in organizing holiday banquets for elderly
people who are disabled, have dementia, or have no one to rely on. In addition, through “Make-A-Wish Taiwan,” we also continue to provide sick children
with special in-flight services. We are in the fifth year of expanding sponsorship of our “Common Knowledge Platform Public Welfare Project” with Global
Views magazine publisher Commonwealth Publishing. We are also engaged in public welfare sponsorships including the “Fisher's Association of Taoyuan
District Year-end Dinner," the “Eden Social Welfare Foundation's Fifth Touching Life Festival," “End Violence Against Children (EVAC) of World Vision Taiwan,"
“Taiwan NGOs for CRC," and “The Children Charity Association’s Year-End Charity Concert.” In 2018, we cooperated with the Garden of Hope Foundation for
the first time, and held the “Abused Children's Dreams-Come-True Public Welfare Delegation.” We arranged for 25 teenagers and children to travel to Hong
Kong on the launch flight of the Company's A350 Airbus co-branding painted aircraft for a three-day, two-night journey-a dream come true for the children.

(4) Promotion of CSR: Moving towards our vision of becoming the top airline choice in Taiwan, the Company is committed to promoting the tourism industry
chain of Taiwan and supporting the government's various tourism programs to enhance Taiwan's international visibility. In 2018, the Company supported and
promoted tourism in Taiwan with concrete actions: we participated in various domestic and international travel exhibitions; sponsored the Tourism Bureau
and the Taiwan Visitors Association in organizing the 2018 Taiwan Lantern Festival in Chiayi and 2018 Fulong International Sand Sculpture Art Festival;
supported a delegation of Taiwanese cooks to participate in the Culinary World Cup in Luxembourg; sponsored the 2018 Taiwan Plus project of The General
Association of Chinese Culture; and cooperated with one of Taiwan's eminent hotels, the Grand Mayfull Taipei, in sponsorship.

7. If the Company CSR report has received certification from relevant certification bodies, please detail below:
The limited level verification of the 2018 Corporate Social Responsibility (CSR) Report was completed in May 2019 by KPMG in accordance with the GRI guidelines
and the ISAE3000 assurance standard.

Corporate Governance Report
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Implementation Status

Evaluation Item
Yes|No

Brief Explanation

Deviations from “the
Ethical Corporate
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Best-Practice Principles
for TWSE/TPEXx Listed
Companies” and Reason

1. Establishment of ethical operation

policies and programs

(1)Do the Company's Articles of v
Association and external documents
explicitly express its ethical policies
and methods and are the Board and
management committed to the active
implementation of these
commitments?

(1) CAL has established Ethical Corporate Management Best Practice Principles and
Procedures for Ethical Management and Guidelines for Conduct, which were
passed in 2016 at the 5th meeting of the 20th Board session. These guidelines
and principles clearly spell out the Company’s ethical operating policies,
methods, and commitments. They are published on the CAL website and the
Taiwan Stock Exchange Market Observation Post System.

No Difference

(2)Has the Company established and v
implemented programs to prevent
unethical conduct and do these
programs clearly specify relevant
procedures, conduct guidelines, and a
discipline and appeals system for rule

(2) The Company has established the “Procedures for Ethical Management and
Guidelines for Conduct” and clearly laid out each item of forbidden unethical
behavior, a reporting system, and a discipline system, and implements this in
the operations of each unit. Moreover, the Company has also set up a unit
dedicated to integrity in management (Human Resources Div.) with
responsibility for periodic reports to the Board of Directors. Such matters have

No Difference

violations? been reported in the 3rd meeting of the 21st Board of Directors on November 8,
2018.
(3)Does the Company implement v (3) China Airlines’ Ethical Corporate Management Best Practice Principles expressly No Difference

preventative measures for each item
under Clause 2, Article 7 of the Ethical
Corporate Management Best Practice
Principles for TWSE/TPEx Listed
Companies or other operations that
have higher risk of unethical
behavior?

state that the scope of these regulations shall cover all business operations with
a higher risk of unethical behavior, while also strengthening related measures to
prevent those situations listed under Clause 2, Article 7 of the Ethical Corporate
Management Best Practice Principles for TWSE/TPEx Listed Companies.

2. Implementing ethical corporate

management

(1)Does the Company evaluate the v
ethical records of the businesses
with which it has dealings and
include clear ethical corporate
behavior provisions in contracts
with such counterparties?

(1) In the process of business dealings with other companies, CAL employees explain
our ethical management policy and related regulations to counterparties and
expressly refuse to directly or indirectly provide, promise, demand or accept any
form of improper benefit. When signing contracts with others, CAL fully reviews
the counterparty’s ethical corporate behavior and includes complying with our
ethical corporate management policies as a provision in contracts.

No Difference

(2)Has the Company established an v
organization under the direct
jurisdiction of the Board of Directors
that promotes ethical management
principles and also regularly reports
to the Board concerning
implementation?

(2) The Company's Div. of Human Resources is the specialized unit promoting
integrity in operations. It is responsible for collecting and organizing information
on the status of integrity in operations for the various units, and reports annually
to the Board of Directors. Moreover, the Company encourages reporting of
unethical behavior or improper behavior, and has established and announced an
independent reporting mailbox with the General Audit Office investigating cases,
how each is handled and following up on reviewing improvement measures and
reporting to the Board of Directors.

No Difference

(3)Has the Company formulated and v
implemented policies to prevent
conflicts of interest and provide
appropriate ways to record any
potential conflicts found?

(3) CAL Procedures for Ethical Management and Guidelines for Conduct expressly
state that should a conflict of interest arise in the execution of Company duties,
employees shall report the situation to their direct supervisor, who should
provide appropriate guidance.

No Difference

(4)Has the Company implemented v
effective accounting and internal
control systems and does it have an
internal auditing unit or independent
accountant periodically review them?

(4) In order to implement ethical management, the Company has established
effective accounting and internal control systems, which are reviewed annually
by internal auditors. The unit under review shall issue a corrective plan for each
issue discovered during the audit and follow ups will be held regularly to review
implementation.

No Difference

(5)Does the Company periodically hold v
internal and external ethical
corporate behavior training?

(5) The Company promotes ethical behavior and corporate ethics when new
employees assume office, and conducts E-Learning online courses for
supervisors dispatched in Taiwan and abroad. The “Ethical Corporate
Management Best Practice Principles," the “Procedures and Guidelines of
Conduct for Ethical Management” and other documents have been disclosed on
the Company's internal and official website for the reference of internal and
external personnel.

In order to strengthen employees' understanding of the Company's corporate
culture of ethical management, employees have been receiving training since
2017 through the E-learning system. The training situation for the last two years
is as follows:
1.2017:

i.Trainee(s): The Company's domestic units, except for flight and cabin crew

members.

ii.Number of trainees: 6,473 persons.

iii.Number of completions: 6,230 persons.

iv.Completion rate: 96.25% °

No Difference

62

Corporate Governance Report




Implementation Status Deviations from “the

Ethical Corporate

. Management
Evaluation Item ! e
Yes|No Brief Explanation Best-Practice Principles
for TWSE/TPEXx Listed
Companies” and Reason
2.2018:
i.Trainee(s): Current foreign branch office/agency staff (excluding foreign
cabin crew members and personnel on leave of absence during
training).
Number of trainees: 1,596 persons.
Number of completions: 1,356 persons.
Completion rate: 85% °
ii.Trainee(s): Taiwanese and foreign cabin crew members (excluding
personnel on leave of absence during training).
Number of trainees: 3,439 persons.
Number of completions: 3,439 persons.
Completion rate: 100%
3. Operation of the Company's Violation (1) Article 20 of the Company's “Procedures and Guidelines of Conduct for Ethical
Reporting System Management” expressly provides and discloses the rules of reporting, the
(1)Has the Company established a v reporting channel, and the processing procedures; the reporting mailbox No Difference
concrete violation reporting and auditor@china-airlines.com is disclosed and announced on the Company's
rewards system, set up convenient website and internal website for the use of Company’s internal personnel and
reporting channels, and appointed external personnel. The reported cases will be handled by the General Audit
suitable personnel to handle these Office of the Company and the circumstances of the report, its handling
cases? methods, follow-up review, and improvement measures will be reported to the
Board of Directors.
(2)Has the Company established an v (2) According to CAL Procedures for Ethical Management and Guidelines for No Difference
investigation SOP for violation Conduct, all reports of violations and related follow up investigations are kept
reporting and a relevant strictly confidential and CAL has set up clear and effective awards and
confidentiality mechanism? punishments, an appeals system, violation reporting confidentiality mechanism,
and investigation SOP.
(3)Does the Company have any v (3) According to CAL Procedures for Ethical Management and Guidelines for No Difference
measures in place to protect Conduct, employees who process violation reports must sign a written
individuals from possible statement pledging to maintain confidentiality of the reporters and the details of
mistreatment arising from reporting the case. CAL also promises to protect the whistleblower from being improperly
violations? punished due to the reporting.
4. Strengthening information disclosure
(1)Does the Company disclose the v

content of our Ethical Corporate

Management Best Practice Principles

and their effectiveness on our
website and the TWSE Market
Observation Post System?

CAL’s Ethical Corporate Management Best Practice Principles and Procedures for No Difference
Ethical Management and Guidelines for Conduct are disclosed on the China Airlines
website and the Taiwan Stock Exchange Market Observation Post System, along with
the effectiveness of ethical operations and fair trade principles.

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.
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3.3.8 Corporate Governance Guidelines and Regulations

The Company has established a “Corporate Charter”, “Rules for Discussions of Official Business at Shareholder
Meetings”, “Rules for Discussions of Official Business by the Board of Directors”, “Ethical Code of Conduct for
Directors”, “Election of Directors”, “Rules for Corporate Governance”, “Guiding Principles for Operational Integrity”,
“Guide to Integrity in Management and Business Procedures and Conduct”, “Practical Guidelines for Corporate
Social Responsibility and Sustainable Development”, “Ethical Code of Conduct for Directors”, “Ethical Code of
Conduct for Senior Supervisors”, “Employee Workplace Rules of Conduct”, “China Airlines Group Rules of Conduct”,
“Supplier Code of Conduct” and “Human Rights Policy”; it has formed 3 committees under the Board of Directors
for “Audit”, “Remuneration”, and “Risk”, and has set various organizational rules. The relevant rules listed above
are all made public on the Company's website (http://www.china-airlines.com) and the Company's social
responsibility network (https://calec.china-airlines.com/csr/index.html).

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:

April 27, 2019
Title Name Da.te of Date of Dismissal Reason for R§S|gnat|on or
Appointment Dismissal
Auditor .
General Chung, Huar-Duan 12/26/2015 04/30/2018 Retirement due to age
Chairman Ho, Nuan-Hsuan 06/24/2016 04/02/2019 Removal of juridical person

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. Certifications of the personnel related to the company's internal audits:
International Internal Auditor Certificate: 1 person, Institute of Internal Auditors-Chinese Taiwan
Internal Auditor Certificate: 1 person, R.0.C. Certified Public Accountant License: 2 people, R.O.C.
Securities (Senior) Specialist: 1 person, R.O.C. Futures Specialist: 1 person, R.0.C. Financial Planning
Personnel Proficiency Test Passing Certificate: 1 person, R.O.C. Stock Affairs Specialist Proficiency

Test Passing Certificate: 1 person.

C. Company financial staff certifications and licenses: Institute of Internal
Auditors-Chinese Taiwan Internal Auditor Certificate:

International Internal Auditor Certificate: 6 people, Institute of Internal Auditors-Chinese Taiwan
Internal Auditor Certificate: 4 people, R.O.C. Certified Public Accountant License: 2 people, R.O.C.
Securities (Senior) Specialist: 6 people, R.O.C. Securities Investment Trust and Consulting
Professional: 5 people, R.O.C. Futures Specialist: 3 people, R.0.C. Financial Planning Personnel
Proficiency Test Passing Certificate: 4 people, R.O.C. Stock Affairs Specialist Proficiency Test Passing
Certificate: 6 people, USA Certified Public Accountant License: 1 person, R.0.C. Basic Enterprise
Internal Audit Proficiency Test Passing Certificate: 5 people.
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. Company Director Continuing Education:

From January 1, 2018, through April 27, 2019

Traini
Title Name raining Date(s) Sponsoring Organization Course
hours
Focus of Supervision over Reinvestment
Training by: Taiwan Corporate Business and Subsidiaries from the
3hr 07/11/2018 &0y o P o
. ) . Governance Association Internal Control and Financial Point of
Chairman Hsieh, Su-Chien )
View
Training by: Taiwan Corporate Trends, Challenges, and Risks of
she | 11/08/2018 8 oy Tailwan =orp T onees
Governance Association Information Security Governance
Digital Transformation - Starting from
3hr 01/08/2018 |Taiwan Institute of Directors Strengthening the Digital Skills of the
Board of Directors
. . . 2018 Annual Forum of Taiwan Institute
3hr 07/03/2018  |Taiwan Institute of Directors .
of Directors
Focus of Supervision over Reinvestment
. Charles C.Y., Training by: Taiwan Corporate Business and Subsidiaries from the
Director 3hr 07/11/2018 . ) . .
Chen Governance Association Internal Control and Financial Point of
View
Training by: Taiwan Corporate Trends, Challenges, and Risks of
she | 11/08/2018 8 by: Tatwan ~orp natenges
Governance Association Information Security Governance
Training on Anti-Money Laundering and
3hr 11/09/2018  |Taian Insurance Co. Ltd. Counter-Financing of Terrorism for
Directors and Senior Management
Taiwan Academy of Banking and |Corporate Governance and Corporate
_ she | 09/28/2018 | Y & pora®e P
Director Ting, Finance Sustainability Management Workshop
Kwang-Hung Training by: Taiwan Corporate Trends, Challenges, and Risks of
3hr 11/08/2018 - . .
Governance Association Information Security Governance
Focus of Supervision over Reinvestment
Training by: Taiwan Corporate Business and Subsidiaries from the
she | o07/11/2018 8 oy Tawan =orp U
. . Governance Association Internal Control and Financial Point of
Director Chen, Han-Ming .
View
Training by: Taiwan Corporate Trends, Challenges, and Risks of
3hr 11/08/2018 &y o P } s )
Governance Association Information Security Governance
Focus of Supervision over Reinvestment
Training by: Taiwan Corporate Business and Subsidiaries from the
3hr 07/11/2018 L ) ) .
Governance Association Internal Control and Financial Point of
View
Corporate Social Responsibility and
Director Ko, Sun-Ta 3hr 10/04/2018  |Whcsd Global Network Partner  |Trade Links - Sustainable Supply Chain
Management
Financial Supervisory L
3hr 10/15/2018 . Taipei Corporate Governance Forum
Commission, R.0.C.
Training by: Taiwan Corporate Trends, Challenges, and Risks of
she | 11/08/2018 8 2y Tailwan =orp o onees
Governance Association Information Security Governance
Focus of Supervision over Reinvestment
Training by: Taiwan Corporate Business and Subsidiaries from the
she | 07/11/2018 8 by: Tatwan ~orp res from
Governance Association Internal Control and Financial Point of
View
Corporate Social Responsibility and
Director Wei, Yung-Yeh 3hr 10/04/2018  |Whcsd Global Network Partner  |Trade Links - Sustainable Supply Chain
Management
Financial Supervisory L
3hr 10/15/2018 . Taipei Corporate Governance Forum
Commission, R.0.C.
Training by: Taiwan Corporate Trends, Challenges, and Risks of
she | 11/08/2018 8 by: Tatwan ~orp nanenges
Governance Association Information Security Governance
Focus of Supervision over Reinvestment
Director Lin, Su-Ming 3hr 07/11/2018 Training by: Taiwan Corporate Business and Subsidiaries from the

Governance Association

Internal Control and Financial Point of
View
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Traini
Title Name raining Date(s) Sponsoring Organization Course
hours
Analysis of Laws and Regulations related
2hr 09/29/2018  |Taiwan Insurance Institute to Anti-Money Laundering and
Counter-Financing of Terrorism
Training by: Taiwan Corporate Trends, Challenges, and Risks of
3hr 11/08/2018 &by o P } & )
Governance Association Information Security Governance
Focus of Supervision over Reinvestment
Training by: Taiwan Corporate Business and Subsidiaries from the
she | 07/11/2018 8 oy fatan -orp NN
Governance Association Internal Control and Financial Point of
View
Corporate Social Responsibility and
Director Wang, Shih-Szu 3hr 08/24/2018  |Whcsd Global Network Partner  |Trade Links - Sustainable Supply Chain
Management
Financial Supervisory L
3hr 10/15/2018 o Taipei Corporate Governance Forum
Commission, R.0.C.
Training by: Taiwan Corporate Trends, Challenges, and Risks of
3hr 11/08/2018 &y o P } s )
Governance Association Information Security Governance
Focus of Supervision over Reinvestment
Training by: Taiwan Corporate Business and Subsidiaries from the
3hr 07/11/2018 L ) . .
Governance Association Internal Control and Financial Point of
Independent Chang, Hsieh View
Director Gen-Sen New Corporate Governance Roadmap
Taiwan Stock Exchange Seminar Series of the Financial
3hr 09/10/2018 ) ) o
Corporation Supervisory Commission - the Role and
Authority of the Directors
Focus of Supervision over Reinvestment
Training by: Taiwan Corporate Business and Subsidiaries from the
she | o07/11/2018 § oy Tarian =orp o
Independent ) Governance Association Internal Control and Financial Point of
A Chung, Lo-Min
Director View
Training by: Taiwan Corporate Trends, Challenges, and Risks of
she | 11/08/2018 8 by: Tatwan ~orp natenges
Governance Association Information Security Governance
Focus of Supervision over Reinvestment
Training by: Taiwan Corporate Business and Subsidiaries from the
3hr 07/11/2018 ey - P L
Independent Shen. Hui-Ya Governance Association Internal Control and Financial Point of
Director ! View
Training by: Taiwan Corporate Trends, Challenges, and Risks of
she | 11/08/2018 8 oy Taiiwan =orp o onees
Governance Association Information Security Governance
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E. Corporate Governance Related Training Attended by Company Managers:

From January 1, 2018 through April 27, 2019

Title Name Date(s) Sponsoring Organization Course TLac::Lr;g
Vice Accounting Research and|Continued Education for Principal Accountin
President, . 10/04/2018- & . rinap g
. Chen, I-Chieh Development Officers of Issuers, Securities Firms, and 12hr
Finance 10/05/2018 . -
Div Foundation Securities Exchanges
Assistant
Vice 09/06/2018- Accounting Research and |Continued Education for Principal Accounting
President, Yen, Yang Development Officers of Issuers, Securities Firms, and 12hr
) 09/07/2018 . .
Finance Foundation Securities Exchanges
Div.
Dep.uty 08/31/2018 Insti'tute of I.nternal ‘ Interr.1a| Audit Pr'ofes'sional.Course - Auditing 6hr
Auditor Auditors-Chinese Taiwan | Practice and Ethics Discussion
General, .
General Fang, Juo-Ling Accounting Research and| Internal Control and Audit Series - Analysis of
Audit 09/19/2018 |Development Practical Issues Regarding Legal Compliance 6hr
Office Foundation Risks in the Age of the Digital Economy
Deputy
Auditor L. .
General, . 04/16/2018- |Institute of Internal Internal Auditing Professmna.al .
Ho, Hui-Fen . R . Course-Pre-Employment Training Workshop 18hr
General 04/18/2018 |Auditors-Chinese Taiwan . . R
. for the First-Time Corporate Internal Auditor
Audit
Office

F. Succession plan for the Board of Directors and key management of the Company:

In the succession plan for the Board of Directors of China Airlines, the candidates of
the Board of Directors are nominated by the major shareholders and then elected
by the shareholders' meeting, and the Board of Directors as a whole shall have the
abilities of management judgment, leadership and decision-making, operation and
management, and crisis management, and shall possess knowledge of the industry,
professional fields, and international market outlook. Refer to P.44 for the
diversification situation. The independence of all Board members shall be ensured
according to law. The successors of the Board members are selected by the major
shareholders. The succeeding director representatives shall meet qualifications for
the aviation business, such as possessing abundant knowledge and experience in
business management and expertise, and the results of annual appraisal are
important references for continued nomination; in order to enhance the expertise
and continuous enrichment of new knowledge for new or reappointed Directors,
China Airlines has formulated the annual Directors’ continuing education program
and arranged various training courses for Directors.

Furthermore, regarding the succession plan for important management, in addition
to having excellent professional management ability, its behavior, ethics, and
instructions shall be based on the resolutions of the Board of Directors, and be
handled in accordance with the “China Airlines Executives Code of Ethical Conduct”
and related laws and regulations to maintain the best interests of the Company,
employees and shareholders.

In the training plan for the Company's important management, regular senior
management lectures are held every year, where there are invited personages
from the fields of industry, public sector, and academia to give special lectures on
the state of the global market and the development of the aviation industry, so
that the Company's supervisors can better understand the state of the market and
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that the height and breadth of professional competence development may be
improved. Periodic inter-agency transfers shall be handled according to the
Company's rules to comprehensively cultivate diversified management capabilities
of important management. In addition, to deepen the Company's various levels of
management professionals and broaden the horizon of potential talent, strategic
and management occupational training sessions are held on a regular basis and
talent training programs have been established to refine the necessary knowledge
and skills of mid-level supervisors, cultivate talent with international vision and
management capabilities, and strengthen the management knowledge of
management professionals through job experience, management course training,
and rigorous assessment systems. As of today, more than 100 outstanding
management professionals have been thus cultivated and are now serving in key
units in Taiwan and foreign branches.

G. 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 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 that the media agency 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

&

#%7 CHINA AIRLINES i%)

Date: March 20, 2019

The Company states the following with regard to our internal control system during
the period of fiscal year 2018 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)

HEHmAEEMGEREE R
No. 1, Hangzhan S . Rd ., Dayuan Dist
Taoyuan City 33758, Taiwan, R.O.C.
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%9 CHINA AIRLINES i%)
on the date of December 31, 2018 includes 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 20, 2019, where none of the twelve
attending directors expressed dissenting opinions, and unanimously affirmed the
content of this Statement.

Chairman: Wﬂ( ‘(‘qu'
President:\j L2 c - %LL

thETRAEEMERE—W®
Mo. 1, Hangzhan S. Rd . , Dayuan Dist
Taoyuan City 33758, Taiwan, R.O.C.

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.
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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:

No. Penalty Deficiency Improvement
1 A fine of On January 5, 2018, due to aircraft 1. In this case, the overtime work was due to mechanical
NT$300,000. malfunction, flight and cabin crew members problems of the aircraft which resulted in the aircraft
worked overtime, which was in violation of being unable to depart at the scheduled time; this

Article 32, Paragraph 2 of the Labor Standards constituted a force majeure factor.

Act. 2. The case underwent subsequent labor inspection. The
cabin crew members filed an administrative appeal to
safeguard Company's rights and interests because the
delay was due to temporary mechanical failure of the
outstation aircraft, which then resulted in the change of
plane and overtime work.

3. The Company reviewed the cause of this malfunction
and strengthened the inspection of the aircraft to
improve the availability.

2 A fine of On March 22, 2018, the Company underwent 1. In this case of female workers' nighttime work, the
NT$300,000. labor inspection. There was a violation of Company union refused to acknowledge the provisions

Article 49, Paragraph 1 of the Labor Standards of the collective agreement; the Company believes that

Act because female workers' nighttime work the results of the treatment are unfair since the

in the Ground Services Division had not been competent authority was biased towards the union’s

approved by the labor union. claim and imposed the penalty.

2. An administrative appeal has been filed for this case to
protect the Company's rights and interests.

3. The Company and the Company union have initiated
negotiation of a collective agreement in March 2018,
and will reconfirm the provisions allowing female
workers' nighttime work.

3 A fine of On May 10, 2018, the Company underwent 1. The cabin crew member worked on mission Cl112,
NTS$20,000. labor inspection. There was a violation of which was connected to CI113; although the return trip

Article 34, Paragraph 2 of the Labor Standards was on the next day, it should still be recognized as the

Act because the rest period for out-stationed same mission. Also, the crew members' rest period and

rotation did not reach eleven hours. on-duty hours did not violate the AOR regulations of
the Civil Aeronautics Administration.

2. This case, due to the particularity of the flight and cabin
crew work, the Company finds the competent
authority’s restriction based on the hard-and-fast rule
that is inconsistent with hours between the shifts
unreasonable. Administrative appeal has been filed
according to the law for remedy.

4 A fine of On May 10, 2018, the Company underwent | 1.In this case of female workers' nighttime work, the
NT$1,020,000. | labor inspection. There was a violation of Company union refused to acknowledge the provisions

Article 38, Paragraph 4 of the Labor Standards of the collective agreement; the Company believes that

Act because remaining annual paid leave of the results of the treatment are unfair since the

the Ground Services Division employees have competent authority was biased towards the union’s

not been bought back; There was a violation claim and imposed the penalty.

of Article 49, Paragraph 1 of the Labor | 2. The administrative appeal of this case was dismissed,

Standards Act because female workers' the Company will continue to file an administrative

nighttime work in the Ground Services litigation for remedy.

Division between May and June 2018 had not | 3. The Company and the Company union have initiated

been approved by the labor union. negotiation of a collective agreement in March 2018,
and will reconfirm the provisions allowing female
workers' nighttime work.

5 A fine of On August 31, 2018, the Company underwent | 1. In this case, there was overtime because the plane was
NT$1,020,000. | labor inspection. There was a violation of unable to take off according to the scheduled time,

Article 32, Paragraph 2 of the Labor Standards which was due to the decision of Air Traffic Control

Act because cabin crew members performed (ATC) after a natural disaster at the out station; this

more than 12 hours of work; and a violation constituted a force majeure factor.

of Article 35 of the Labor Standards Act | 2. An administrative appeal has been filed for this case to

because flight deck crew members did not protect the Company's rights and interests.

have in-flight relief and cabin crew members | 3. From time to time, the Company reviews the factors

did not have a sufficient rest period (30 causing flight delays and includes them as reference

minutes of rest shall be given for every four when planning the dispatching of crew members.

hours).

Corporate Governance Report

73




No. Penalty Deficiency

Improvement

6 A fine of On November 6, 2018,
NTS$1,000,000.

Division in October 2018
approved by the labor union

underwent labor inspection. There was a
violation of Article 49, Paragraph 1 of the
Labor Standards Act because female workers’
nighttime work in the Ground Services

Jany

the Company

had not been

. 2.

. In this case of female workers' nighttime work, the

Company union refused to acknowledge the provisions
of the collective agreement; the Company believes that
the results of the treatment are unfair since the
competent authority was biased towards the union’s
claim and imposed the penalty.

An administrative appeal has been filed for this case to
protect the Company's rights and interests.

. The Company and the Company union have initiated

negotiation of a collective agreement in March 2018,
and will reconfirm the provisions allowing female
workers' nighttime work.

7 A fine of
NT$1,000,000.

the labor union.

On December 10, 2018,
underwent labor inspection. There was a
violation of Article 49, Paragraph 1 of the
Labor Standards Act because female workers'
nighttime work in the Cargo Services Division
in December 2018 had not been approved by

[y

the Company

. In this case of female workers' nighttime work, the

Company union refused to acknowledge the provisions
of the collective agreement; the Company believes that
the results of the treatment are unfair since the
competent authority was biased towards the union’s
claim and imposed the penalty.

. An administrative appeal has been filed for this case to

protect the Company's rights and interests.

. The Company and the Company union have initiated

negotiation of a collective agreement in March 2018,
and will reconfirm the provisions allowing female
workers' nighttime work.

In addition, due to several labor disputes between the Company and the labor union
in 2018, the Company was successively fined from NT$30,000 to NT$120,000 by the
Board for Decision on the Unfair Labor Practices of the Ministry of Labor. Up till now,
the total imposed fine has reached more than NT$500,000, and we continue to seek
administrative remedies. The relevant statistics of cases and content of the disputes

are as follows:

Number of cases

Main dispute

Total amount of fines

disciplinary power

1. Dispute regarding granting of leave for
union related business of the union’s cadre
2. Dispute regarding Company’s internal

3. Dispute regarding whether the operation
of labor union was hindered

4. Dispute regarding change of internal
regulations of the Company

NT$540,000

3.3.13 Major Resolutions of Shareholders’ Meeting and Board Meetings

A. Major Resolutions of Shareholders’ Meeting in 2018

Item

Major resolutions

Execution

for the year 2017

1. Business Report and Financial Statements [This resolution was passed
as proposed upon voting.

Announcement was made after resolution of
Shareholders’ Meeting on June 27, 2018

2. 2017 Surplus Earnings Distribution

This resolution was passed
as proposed upon voting.

Announcement was made after resolution of
Shareholders’ Meeting on June 27, 2018

3. Election of the 21st Board of Directors

This resolution was passed
as proposed upon voting.

Elected Directors are as follows:

Seven juridical person director representatives of the
“China Aviation Development Foundation”:

Ho, Nuan-Hsuan; Hsieh, Su-Chien; Charles C.Y., Chen;
Ting, Kwang-Hu; Chen, Han-Ming; Ko, Sun-Ta; Wei,
Yung-Yeh.

Two juridical person director representatives of the
“National Development Fund of Executive Yuan”:
Lin, Su-Ming; Wang, Shih-Szu.

Three Independent Directors:

Chung, Lo-Min; Chang, Hsieh Gen-Sen; Shen, Hui-Ya.

Holding Concurrent Posts for the 21st
Board of Directors

4. Lifting of Non-competition Restriction on |This resolution was passed
as proposed upon voting.

The non-competition restriction on the 21st Board of
Directors was lifted based on the resolution of
Shareholders’ Meeting on June 27, 2018, which was

subsequently announced.
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B. Major Resolutions of Board Meetings (January 1, 2018 to April 27, 2019)

Director Nominees

Liu, Hui-Tsung,
who did not
provide
relevant
evidencing
documents
required by

Handling of
Opinions of Independent
20" Board Date Item Major resolutions | independent Directors’
directors opinions by
the Company
14th meeting 2018/01/24 1. 2017 Corporate Social Responsibility 1. Approved. 1. None. 1. None.
(CSR) Operation Results of the
Company

2.2017 Employee Salary and 2018 Lunar 2. Approved. 2. Itis suggested 2. Prompt and

New Year Incentive that the labor proper
union’s improper response
statement and and external
claims be properly clarification
explained and have been
clarified. made.

3. Chairman and Managers' 2017 3. Approved. 3.(1) Careful study 3. Based on
Year-end Bonus, 2018 Lunar New Year and evaluation of the opinions
Incentive and 2018 Salary Adjustment the of a number

performance-relat of

ed salary Independent
adjustment Directors, it
method for senior is planned
management is that current
recommended. operations
(2) Senior will be
managers will also maintained.
face the pressure

of salary reduction

due to Company’s

losses, so the

inclusion of a

performance

bonus is still

recommended.

4.2018 Employee Salary Adjustment 4. Approved. 4. None. 4. None.

5. Acquisition of Shares in “Kaohsiung 5. Approved. 5. None. 5. None.
Airport Catering Services Ltd.”

15th meeting 2018/03/22 1. The Adoption of Introduction Plan and 1. Approved. 1. None. 1. None.
Schedule in IFRS 16 Leases by the
Company

2. Internal Audit Business Report for the 2. Approved. 2. None. 2. None.
Second Half of 2017

3. Dismissal of Auditor General in the 3. Approved. 3. None. 3. None.
General Audit Office who is retiring due
to age

4. The Convening of the 2018 Annual 4. Approved. 4. None. 4. None.
General Meeting

5. 2017 Internal Control System 5. Approved. 5. None. 5. None.
Effectiveness Audit and Statement

6. 2017 Financial Report and 6. Approved. 6. None. 6. None.
Consolidated Financial Report

7.2017 Business Report 7. Approved. 7. None. 7. None.

8. 2017 Surplus Earnings Distribution 8. Approved. 8. None. 8. None.

9. 2018 CPA Appointment and 9. Approved. 9. None. 9. None.
Remuneration

10. Provision of Financing Endorsement 10. Approved. 10. None. 10. None.

and Guarantee to Taiwan Aircraft
Maintenance and Engineering Co.,
Ltd. with a limit of 2 billion NTS
16th meeting 2018/05/10 1. Review of Qualifications of the 21st 1. Except for Mr. 1. None. 1. None.
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20" Board

Date

Item

Major resolutions

Opinions of
independent
directors

Handling of
Independent
Directors’
opinions by
the Company

2. Lifting of Non-compete Restriction on
the 21st Directors-elect

3. Provision of General Financing Limit
and Financial Commodity Trading Risk
Limit by Three Financial Institutions,
Including Bank SinoPac

4. Position Change of Auditor General in
the General Audit Office

Article 192-1,
Paragraph 4 of
the Company
Act and was
not included in
the candidates
of Directors
according to
the law, the
remaining 12
nominees have
been approved
to be listed in
the roster of
candidates for
the 21st Board
of Directors.

2. Approved.

3. Approved.

4. Approved.

2. None.

3. None.

4. None.

2. None.

3. None.

4. None.

21st Board

Date

Item

Major resolutions

Opinions of
independent
directors

Handling of
Independent
Directors’
opinions by
the Company

1st meeting

2018/06/27

1. Election of the Chairman of the 21st
Board of Directors

2. Appointment of President

1. Election of
Director Ho,
Nuan-Hsuan as
Chairman of
the 21st Board
of Directors.

2.The
reappointment
of Mr. Hsieh,
Su-Chien as
President has
been approved.

1. None.

2. None.

1. None.

2. None.

1st
Extraordinary
Meeting

2018/07/11

1. Appointment of Risk Management
Committee Members of the 21st Board
of Directors

[

Approval of the
appointment of
Independent
Director Chung,
Lo-Min,
Independent
Director Chang,
Hsieh Gen-Sen,
Independent
Director Shen,
Hui-Ya, Director
Lin, Su-Ming,
and Director
Ting, Kwang-Hu
as members of
the Risk
Management
Committee of
the 21st Board
of Directors.

1. None.

1. None.
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Handling of

Opinions of Independent
21st Board Date Item Major resolutions | independent Directors’
directors opinions by
the Company
2. Appointment of Remuneration 2. Approval of the | 2. None. 2. None.
Committee Members of the 21st Board appointment of
of Directors Independent
Director Chang,
Hsieh Gen-Sen,
Independent
Director Shen,
Hui-Ya, and Mr.
He, Jyun-Huei
as members of
the
Remuneration
Committee of
the 21st Board
of Directors.
3. Set the Record Date for Related Matters | 3. Approved. 3. None. 3. None.
of the 2017 Cash Dividend Distribution
2nd meeting 2018/08/09 1. 2017 Employee Compensation (Bonus) 1. Approved. 1. None. 1. None.
of the Chairman and Managers
2. Traveling Expense Standards for 2. Approved. 2. According to the 2. Directors
Military, Civil or Teaching Personnel recommendation have been
Serving as Part-time Directors of the of Remuneration reminded in
Company Committee a timely
member He, manner.
Jyun-Huei on July
26, the
managerial unit
is requested to
remind the
Directorsin a
timely manner.
3. Flight and Cabin Allowance Adjustment 3. Approved. 3. None. 3. None.
for Senior Vice President (VO)
4. Change in Personnel 4. Approved. 4. None. 4. None.
5. Issuance of Domestic Unsecured 5. Approved. 5. None. 5. None.
Ordinary Corporate Bonds
6. Provision of General Financing Limit and | 6. Approved. 6. None. 6. None.
Financial Commodity Trading Risk Limit
by Five Financial Institutions, Including
First Commercial Bank
7. Share Buyback of the Company 7. Approved. 7. None. 7. None.
3rd 2018/10/03 Position Change of Senior Vice President Approved. None. None.
Extraordinary (W)
Meeting
3rd meeting 2018/11/08 1. 2019 Audit Plan 1. Approved. 1. None. 1. None.
2. 2019 Business Plan and Budget 2. Approved. 2. None. 2. None.
3. Revision of “Operational Procedures for | 3. Approved. 3. None. 3. None.
Loaning Funds to Others”
4. Setting of Capital Reduction Record 4. Approved. 4. None. 4. None.
Date for the Cancellation of Shares in
the Present Buyback
5. Change of CPA by Deloitte&Touche 5. Approved. 5. None. 5. None.
6. Provision of General Financing Limit and | 6. Approved. 6. None. 6. None.
Financial Commodity Trading Risk Limit
by Two Financial Institutions, Including
CTBC Bank
7. Traveling Expense Standards for 7. Approved. 7. None. 7. None.
Military, Civil or Teaching Personnel
Serving as Part-time Directors of the
Company
4th 2018/12/21 Position Change of Senior Vice President Approved. None. None.
Extraordinary (W)
Meeting
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Handling of

Standards, and Structures for Salary and
Compensation of Directors and
Managers

supervisory
differential pay
of Chairman
Ho,
Nuan-Hsuan
and President
Hsieh, Su-Chien
will not be
adjusted during
their terms of
office. The
Directors'
traveling
expenses or
remuneration
will be reported
to the Board of
Directors after
referring to the
salary and
remuneration
of Directors
and Supervisors
designated by
the Ministry of
Transportation
and
Communication
s to its business
organizations,
with a
retrospective
effective date
of January 1,
2019; this
matter was
passed after
the attending
Directors

Opinions of Independent
21st Board Date Item Major resolutions | independent Directors’
directors opinions by
the Company
4th meeting 2019/01/21 1. The Selling of Two A340-300 Aircrafts: 1. Approved. 1. None. 1. None.
B-18806 and B-18807
2. Selling of Shares in “Huachuan Travel 2. Approved. 2. None. 2. None.
Agency”
3. Listing Application Plan of Tigerair 3. Approved. 3. Managerial 3. Materials
Taiwan Department is for queries
Requested to and answers
Prepare in the 2019
Materials for Annual
Queries and General
Answers in the Meeting
2019 Annual have been
General Meeting. prepared
according to
the
suggestion of
Independent
Directors.
4. Provision of General Financing Limit and | 4. Approved. 4. None. 4. None.
Financial Commodity Trading Risk Limit
by Five Financial Institutions, Including
Mega International Commercial Bank
5. Regular Review of Performance 5. Approved. 5. None. 5. None.
Evaluation Systems of Directors and
Managers
6. Regular Review of Policies, Systems, 6. The 6. None. 6. None.
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Handling of

Opinions of Independent
21st Board Date Item Major resolutions | independent Directors’
directors opinions by
the Company
approved the
revision.
7. 2018 Employee Salary and 2019 Lunar 7. Approved. 7. None. 7. None.
New Year Incentive
8. 2019 Employee Salary Adjustment 8. Approved. 8. None. 8. None.
9. Chairman and Managers' 2018 Year-end | 9. Approved. 9. None. 9. None.
Bonus and 2019 Lunar New Year
Incentive
10. Proposal of Salary and Compensation 10. Approved. 10. None. 10. None.
for the Senior Vice President (VV) Wang,
Chen-Min
11. Lifting of Non-competition Restriction 11. Approved. 11. None. 11. None.
on Holding Concurrent Posts for Wang,
Chen-Min, Senior Vice President
5th meeting 2019/03/20 1. 2018 Internal Control System 1. Approved. 1. None. 1. None.
Effectiveness Audit and Statement
2. The Convening of the 2019 Annual 2. Approved. 2. None. 2. None.
General Meeting
3. Amendment of “Directors Election 3. Approved. 3. None. 3. None.
Regulations”
4. 2018 Financial Report and Consolidated | 4. Approved. 4. None. 4. None.
Financial Report
5. 2018 Business Report 5. Approved. 5. None. 5. None.
6. 2018 Surplus Earnings Distribution 6. Approved. 6. None. 6. None.
7. 2019 CPA Appointment and 7. Approved. 7. None. 7. None.
Remuneration
8. Amendment of “Company’s Articles of 8. Approved. 8. None. 8. None.
Association”
9. Revision of “Procedures for the 9. Approved. 9. None. 9. None.
Acquisition or Disposal of Assets”
10. Revision of “Procedures Governing 10. Approved. 10. None. 10. None.
Derivatives Trading”
11. Provision of General Financing Limit 11. Approved. 11. None. 11. None.
and Financial Commodity Trading Risk
Limit by Six Financial Institutions,
Including the Bank of Taiwan
12. Revision of Definition of Employee 12. Approved. 12. None. 12. None.
Compensation and 2018 Employee
Compensation
13. The handling status of four meetings 13. Approved. 13. None. 13. None.
between the Company and the Taoyuan
Union of Pilots at the Ministry of
Transportation and Communications
and the signing of a collective
agreement on February 21, 2019, at the
meeting with the Department of Labor,
Taoyuan City Government.
Sth 2019/04/02 Election of new Chairman All attending None. None.
Extraordinary Directors
Meeting unanimously
agreed that
Director Hsieh,
Su-Chien will

serve as the new
Chairman, while
holding the
concurrent
position of
President.
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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.

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

Yang, Chen-Hsiu

Chen, Li-Chi

01/01/2018-09/30/2018

Yang, Chen-Hsiu

Huang, Jui-Chan

10/01/2018-12/31/2018

Mainly due to the internal rotation

of the accounting firm

Unit: NTS thousands

Fee Range

Fee Items

Audit Fee

Non-audit Fee

Total

Under 2,000

2,000 - 4,000

4

4,000 - 6,000

6,000 - 8,000

8,000 - 10,000

DU |W|N |-

Over 10,000

v

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

. . Non-audit Fee Period
Accounting | Name of |Audit
) System of| Company Human Covered by Remarks
Firm CPA Fee . . . Others |Subtotal , .
Design Registration | Resource CPA’s Audit
Others include the business
tax audit fee of dual-status
business entities adopting
direct deduction, the transfer
= pricing report service fee, the
% @ related accountant
. 50 01/01/2018- |certification fee for issuance
Deloitte & = 2,861 | 2,861
bt >,663 86 86 09/30/2018 |of corporate bond, the US
Touche S } airport Passenger Facility
< Charge (PFC) tax collection
and audit fee, and the
consulting fee of General
Data Protection Regulation
(GDPR).
T <
c [
2 g?, Others include service fee for
. ® o 10/01/2018- |master file and
Deloitte & < = 11,887 503 503
Touch £ ’ 12/31/2018 |country-by-country
ouc 0z .
zz reporting.
S C

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.

3.4.4 Those with audit fees amounting to a reduction of 15% or more compared
to the previous year: None.
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3.5 Replacement of CPA:

3.5.1 On the previous accountant

Date of change

November 8, 2018

Reason and explanation for
change

Due to internal reorganization at the CPA firm, the resolution was passed at the
3rd meeting of the 21st Board of Directors on November 8, 2018 that from the

financial report for Q4 of 2018, the CPA would be switched to Yang, Cheng-hsiu
and Huang, Jui-Chan.

Explanation was termination

Involved party .
. . Accountant Appointee
Situation

of the person or accountant
appointed or refusal of

Proactive termination of
appointment

appointment

None.
Did not accept further

(continuing) appointment

Newest check report within
two years other than one

N .
signed and issued without one
disclaimer and reason
Accounting principles or customary practice
Financial report disclosure
Yes
Scope of check or steps
Objection from issuer Other
None 4
Explanation
Other items disclosed (for
which disclosure is required
. None.
under Article 10, Clause 6,
items 1d through 1g)
3.5.2 On successor accountants

Name of firm

Deloitte & Touche

Accountant Name

Yang, Cheng-hsiu; Huang, Jui-Chan

Date of appointment

November 8, 2018

accounting or accounting principl
and consultation on possibility of

Pre-appointment consultations for opinions on method of

es for specific transactions None.
signing and results of same

of previous accountants

Written opinions of successor accountants at odds with those

None.

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
2018 April 27, 2019
Title Name Holding Pledged Holding Pledged
Increase Holding Increase Holding
(Decrease) Increase (Decrease) Increase
(Decrease) (Decrease)
Major China Aviation Development Foundation (Note 1)
Shareholder
. China Aviation Development Foundation
Chairman . . .
Representative: Hsieh, Su-Chien 0 0 0 0
China Aviation Development Foundation
Director Representative: Charles C.Y., Chen; Ting,
Kwang-Hung; Chen, Han-Ming; Ko, Sun-Ta; Wei,
Yung-Yeh
. National Development Fund, Executive Yuan
Director Representative:’I).in, Su-Ming; Wang, Shih-Szu 0 0 0 0
Independent | - o | o-Min 0 0 0 0
Director
In.dependent Chang, Hsieh Gen-Sen (Assumed post on 06/27/2018) 0 0 0 0
Director
Independent | ¢, 11i-va (Assumed post on 06/27/2018) 0 0 0 0
Director
President Hsieh, Su-Chien 0 0 0 0
i:;iodre\:]'tce Lo, Ya-Mei 0 0 0 0
senior Vice Kao, Shing-Hwang 0 0 0 0
President !
senior Vice Wang, Chen-Min 0 0 0 0
President g
i:;?;g::e Wang, Houng 0 0 0 0
ISD:;?JE\:::e Chang, Young 0 0 0 0
Auditor General |Fang, Juo-Ling 0 0 0 0
Data Protection |\, Hsiao-Sui (Assumed post on 07/21/2018) 0 0 0 0
Officer
Vice President Chien, Feng-Nien 0 0 0 0
Vice President Chen, I-Ko 0 0 0 0
Vice President Lai, Ming-Hui 0 0 0 0
Vice President Peng, Pao Chu 0 0 0 0
Vice President Liu, Der-Chuan 0 0 0 0
Vice President Liu, Tsao-Yang 0 0 0 0
Vice President Yeah, Shao-Ting 0 0 0 0
Vice President Chung, Ming-lyh 0 0 0 0
Vice President Chen, I-Chieh 0 0 0 0
Vice President Hong, Tsu-Kuang 0 0 0 0
Vice President Chiu, Chang-Hsin 0 0 0 0
Vice President Chou, Jyh-Shyan 0 0 0 0
Vice President Chen, Wei-Tau (Assumed post on 11/07/2018) 0 0 0 0
Vice President Chang, Cheng-Hao (Assumed post on 01/21/2019) 0 0 0 0
Vice President Lu, Shih-Ming 0 0 0 0
Vice President Sun, Jia-Min 0 0 0 0
Vice President Lee, Jung-Hui 0 0 0 0
Vice President Li, Chih-Wei 0 0 0 0

82

Corporate Governance Report




The current year through
2018 April 27, 2019
Title Name Holding P|edged Holding Pledged
Holding Holding
Increase Increase
(Decrence] Increase (e Increase
(Decrease) (Decrease)
Deputy Auditor | 1 11i-Fen 0 0 0 0
General
Assistant Vice |y 'y eh Han (Assumed post on 12/06/2018) 0 0 0 0
President
ASSIS.tant Vice Chen, Chwen-Der (Assumed post on 08/01/2018) 0 0 0 0
President
Assistant Vice .
President Tung, Hsing-Hua (Assumed post on 03/16/2018) 0 0 0 0
Assistant Vice . .
President Huang, Hsiang-Piao 0 0 0 0
Assistant Vice .
President Jeng, Jong-Shinn 0 0 0 0
Assistant Vice -
President Chen, Pei-Ti (Assumed post on 05/16/2018) 0 0 0 0
Assistant Vice
President Sheu, Yuh-Shy (Assumed post on 01/22/2019) 0 0 0 0
AssistantVice | ¢\ Da-sin (Assumed post on 01/01/2018) 0 0 0 0
President
Assistant Vice
President Fang, Cheng-Ru (Assumed post on 10/20/2018) 0 0 0 0
Assistant Vice .
President Lin, Herng Shan (Assumed post on 04/16/2019) 0 0 0 0
Assistant Vice .
President Lee, Pei-Chen (Assumed post on 04/01/2019) 0 0 0 0
Assistant Vice | o 1 jo-Ching 0 0 0 0
President
Assistant Vice
President Yen, Yang (Assumed post on 05/01/2018) 0 0 0 0
Assistant Vice .
President Huang, Hui Na 0 0 0 0
Assistant Vice
President Fang, Yuan-Hua (Assumed post on 08/04/2018) 0 0 0 0
AssistantVice |\ shu-Chuan 0 0 0 0
President
A55|§tant Vice Yu, Yau 0 0 0 0
President
Assistant Vice | -, Kuo Chih 0 0 0 0
President
Assistant Vice .
President Wang, Wei 0 0 0 0
Assistant Viice | ;o o11-Shu (Assumed post on 12/01/2018) 0 0 0 0
President
Assistant Vice 1| | opu-Huoy 0 0 0 0
President
AssistantVice | yan-shiuh 0 0 0 0
President
Assistant Vice | oo, Jui-Fu 0 0 0 0
President
Vice President Ku, Yueh-Han (Dismissed on 01/01/2018) 0 0 0 0
Assistant Vice | o | T Hsiu (Dismissed on 01/08/2018) 0 0 0 0
President
Assistant Vice | \ring_Hsiu (Dismissed on 01/11/2018) 0 0 0 0
President
Chunghwa Telecom Co., Ltd.
Director Representative: Huang, Hsiu-Gu 0 0 0 0
(Dismissed on 01/19/2018)
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The current year through

2018 April 27, 2019
Title Name Holding PIedged Holding PIedged
Holding Holding
Increase Increase
(Decrease) Increase (Decrease) Increase
(Decrease) (Decrease)
Assistant Vice || Wei-Chih (Dismissed on 03/01/2018) 0 0 0 0
President
Assistant Vice . . I
President Lin, Hsiao-Feng (Dismissed on 03/26/2018) 0 0 0 0
Auditor General |Chung, Chuar-Duan (Dismissed on 04/30/2018) 0 0 0 0
China Aviation Development Foundation
Director Representative: Cheng, Chuan-Yi 0 0 0 0
(Dismissed on 05/07/2018)
China Aviation Development Foundation
Director Representative: Jong, Jia-shi; Lee, Kuo-Fu 0 0 0 0
(Dismissed on 06/26/2018)
Independent |, \ciao-His (Dismissed on 06/26/2018) 0 0 0 0
Director
Independent . . R
Director Ting, Tin-Yu (Dismissed on 06/26/2018) 0 0 0 0
Assistant Vice |y oh, Po-Wen (Dismissed on 07/01/2018) 0 0 0 0
President
Assistant Vice || | ‘s wu-Huoy (Dismissed on 07/17/2018) 0 0 0 0
President
Assistant Vice _—
President Pan, Wen-Tsung (Dismissed on 07/30/2018) 0 0 0 0
Assistant Vice - _
President Lai, Hsiang-Kuang (Dismissed on 09/25/2018) 0 0 0 0
Senior Vice Chang, Chih-Chieh (Dismissed on 10/08/2018) 0 0 0 0
President
Vice President Peng, Long-Min (Dismissed on 11/05/2018) 0 0 0 0
Assistant Vice |+ i chih Hung (Dismissed on 12/06/2018) 0 0 0 0
President
Assistant Vice Wei, Shi Jong (Assumed post on 03/31/2018) 0 0 0 0
President (Dismissed on 01/21/2019)
Assistant Vice _
President Ouyang, John (Dismissed on 01/24/2019) 0 0 0 0
Assistant Vice I
President Hung, I-Lan (Dismissed on 03/21/2019) 0 0 0 0
Vice President Chen, Kang-Reuy (Dismissed on 03/31/2019) 0 0 0 0
China Aviation Development Foundation
Chairman Representative: Ho, Nuan-Hsuan 0 0 0 0
(Dismissed on 04/02/2019)

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

3.7.1 Shares Trading with Related Parties: Not Applicable.

3.7.2 Shares Pledge with Related Parties: Not Applicable.
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3.8 Relationships among the Top Ten Shareholders

April 27, 2019

Name and Relationship
Shareholding | Between the Company’s

S ' fminar’
PETEETITES by Nominee |Top Ten Shareholders, or

Current Shareholding

Name Shareholding . Remarks
Arrangement Spouses or Relatives
Within Two Degrees
Shares % Shares % Shares % Name |Relationship
China Aviation Development Foundation
1,867,341,935| 34.45% 0 0% 0 0%| None None None
(Representative: Wang, Kwo-Tsai)
National Development Fund, Executive
Yuan 519,750,519| 9.59% 0 0% 0 0% None None None
(Representative: Dr. Chen, Mei-Ling)
Chunghwa Telecom Co., Ltd.
263,622,116 4.86% 0 0% 0 0% None None None
(Representative: Sheih, Chi-Mau)
New Labor Pension Fund 102,841,000f 1.90% NA NA 0 0% None None None
China Airlines Ltd. Employee Stock 58,077,060 1.07% NA|  NA ol 0% None None None
Ownership Trust Plan
JPMorgan Chase Bank N.A. Taipei Branch 47,132,821| 0.87% NA|  NA ol 0% None None None

in custody for Norges Bank

CitiBank (Taiwan) in custody for investor
account of Dimensional Emerging 43,583,353 0.80% NA NA 0 0%| None None None

Markets Value Fund

JPMorgan Chase Bank N.A. Taipei Branch
in custody for Vanguard Emerging

Markets Stock Index Fund, a series of 43,007,050| 0.79% NA NA 0 0% None None None
Vanguard International Equity Index

Funds

JPMorgan in custody  for Dimensional 41,627,932 0.77% NA|  NA ol 0% None None None
Emerging Markets Value Fund

Sea Investment Co., Ltd. 41,464,000 0.76% of 0% o| 0% None None None

(Representative: Wang,Yun-E)
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3.9 Ownership of Shares in Affiliated Enterprises

Dec 31, 2018
Unit: shares; %

Affiliated Enterprises

Ownership by the Company

Direct or Indirect Ownership by
Directors, Managers

Total Ownership

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
2AE i | i |

astern United Internationa - - 1,050,000 35.00 1,050,000 35.00
Logistics (Holdings) Ltd.
2B Arport Air Terminal (Xiamen) 28.00 28.00
- - Notel Notel
Co., Ltd. ( ) (Note2) ( ) (Note2)
2C Arport Air Cargo Service (Note1) 28.00 (Note1) 28.00
) - - ote ote
(Xiamen) Co., Ltd. (Note2) (Note2)
2D Taikoo (Xiamen) Landing Gear
Services Co., Ltd. - - (Notel) 2.59 (Notel) 2.59
2E Haeco Composite Structures
Uinjiang) Co., Ltd. - - (Notel) 5.45 (Notel) 5.45
3. Dynasty Aerotech International 77,270 100.00 ) ) 77,270 100.00
Corp. (Note 4)

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

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

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

7. Taiwan Aircraft Maintenance And 135,000,000 100.00 - - 135,000,000 100.00

Engineering Co., Ltd.
8. Mandarin Airlines, Ltd. 188,154,025 93.99 - - 188,154,025 93.99
9.Sabre T | Network (Tai

L:’ p re Travel Network (Taiwan) 13,021,042 93.93 - - 13,021,042 93.93

10. Tigerair Taiwan Co., Ltd. 180,000,000 90.00 20,000,000 10.00 200,000,000 100.00

1L Ethd'na Pacific Laundry Services 13,750,000 55.00 - - 13,750,000 55.00

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

13. Kaohsi Ai i
3. Kaohsiung Airport Catering 21,494,637 53.67 - - 21,494,637 53.67

Services
13A Delica International Co., Ltd. - - 1,020,000 51.00 1,020,000 51.00

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

15. E::jma Pacific Catering Services 43,911,000 51.00 ) ) 43,911,000 51.00

16. Taoy.uan International Airport 34,300,000 49.00 . ) 34,300,000 49.00

Services Co., Ltd.

17. Taiwan Airport Service Co., Ltd. 20,626,644 47.35 469,755 1.08 21,096,399 48.43

17A Taiwan Airport Service
(Samoa) Co., Ltd. - - (Notel) 100.00 (Notel) 100.00

18. NORDAM Asia Ltd. 245,000 49.00 - - 245,000 49.00

19. Global Sky Express Ltd. 250,000 25.00 - - 250,000 25.00

20. Asi Technol
0. Asian Compressor Technology 7,732,200 24.50 - - 7,732,200 24.50

Services Co., Ltd.
21. China Aircraft Services Limited. 28,400,000 20.00 - - 28,400,000 20.00
22. Jardine Air T inal Servi

Li; ine AT Terminal services 12,000,000 15.00 - ; 12,000,000 15.00
23. Everest Investment Holdings

" & (Note3) 13.59 ; ; (Note3) 13.59
24. 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.

Note 4: Hwa Hsia Company Ltd. was renamed “Dynasty Aerotech International Corp.” in 2018.
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IV. Capital Overview

4.1 Capital and Shares
4.1.1 Source of Capital

A. Issued Shares:

APR 27,2019
Unit: shares; NTS

Par Authorized Capital Paid-in Capital Remark
Month/ Value Approval Date and
Year Shares Amount Shares Amount Sources of Capital | Document No. by Ministry
(NTS) of Economic Affairs
. Jing Shou Shang No.
02/2012 | 10 6 billion 60 billion | 5.2 billion | 52 billion NT?;EQQ’C;‘;"‘;EQO 10101028638,1 I;ebruary 20,
Corporate debt for .
05/2015 | 10 6 billion 60billion (524 billion | 524 billion | equity swap |, 48 “hou Shang No.
NT$491,665,650 , May /,
Corporate debt for Jing Shou Shang No.
05/2015 10 6 billion 60 billion [5.37 billion | 53.7 billion equity swap 10401096840, May 28,
NT$1,208,413,350 2015
Corporate debt for Jing Shou Shang No.
09/2015 10 6 billion 60 billion [5.47 billion | 54.7 billion equity swap 10401186200, September
NT$1,000,652,560 17,2015
Corporate debt for Jing Shou Shang No.
12/2015 10 6 billion 60 billion |5.47 billion 54.7 billion equity swap 10401250360, December
NTS$8,169,930 8,2015
Corporate debt for Jing Shou Shang No.
12/2017 10 6 billion 60 billion  |5.47 billion 54.7 billion equity swap, 10601158980, December
NTS$945,010 4,2017
Treasury Stock Jing Shou Shang No.
12/2018 10 6 billion 60 billion | 5.42 billion 54.2 billion Retired 10701157330, December
NTS$500,000,000 18,2018
Note: There was no “Capital Increase by Assets Other than Cash.”
B. Type of Stock: APR 27, 2019; Unit: Thousand shares

Share Type

Authorized Capital

Remarks

Issued Shares

Un-issued Shares

Total Shares (Note)

Common Stock
Inscribed

5,420,985

579,015

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

27, 2019; Unit: shares

Government Financial Other Juridical | Foreign Institutions & | Domestic Natural
Item . s Total
Agencies Institutions Persons Natural Persons Persons
Number of 4 25 230 749 119,609 120,617
Shareholders
Shareholding 519,750,824 103,222,119 2,541,645,307 1,003,016,819 1,253,349,581 5,420,984,650
% 9.59% 1.90% 46.89% 18.50% 23.12 100.00%
4.1.3 Shareholding Distribution Status APR 27, 2019; Unit: shares
Class of Shareholding Number of Shareholders Shareholding Percentage (%)
1-999 33,803 11,080,737 0.20%
1,000-5,000 52,627 126,173,253 2.33%
5,001-10,000 14,679 117,592,031 2.17%
10,001-15,000 5,279 65,808,963 1.21%
15,001-20,000 3,823 70,884,098 1.31%
20,001-30,000 3,401 86,665,273 1.60%
30,001-40,000 1,686 60,081,046 1.11%
40,001-50,000 1,197 56,006,487 1.03%
50,001-100,000 2,165 157,243,859 2.90%
100,001-200,000 975 140,882,076 2.60%
200,001-400,000 425 119,824,001 2.21%
400,001-600,000 148 72,857,178 1.34%
600,001-800,000 69 47,357,996 0.87%
800,001-1,000,000 73 66,538,167 1.23%
1,000,001 or over 267 4,221,989,485 77.89%
Total 120,617 5,420,984,650 100.00%
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4.1.4 List of Major Shareholders:

APR 27, 2019; Unit: shares

Shareholding

Shares Percentage
Shareholder's Name
China Aviation Development Foundation 1,867,341,935 34.45%
National Development Fund, Executive Yuan 519,750,519 9.59%

4.1.5 Market Price, Net Worth, Earnings, and Dividends per Share

Unit: Thousand shares; NTS

Year 2017 2018 2019
Items (Distributed in 2018) | (Distributed in 2019) |(As of APR 27)(Note 9)
Market | Highest Market Price 13.40 12.90 11.20
Price per -
Share Lowest Market Price 9.02 8.97 9.62
(Note 1) | Average Market Price 10.92 10.44 10.21
Net Worth | gefore Distribution 10.43 10.54 10.48
per Share
(Note 2) | After Distribution 10.56 - -
. Weighted Average Shares 5,468,030 5,456,579 5,418,096
Earnings I ted £ ——
Diluted Earnings Per Share
per Share & 0.40 0.33 0.04
(Note 3)
Cash Dividends 0.2181820086(Note10)| 0.20960737(Notell) -
Dividends from
- (Notel0) - (Note 11) -
Dividends | stock Related Earnings
per Share | Dividends |pividends from
(Note 8) - (Notel0) - (Note 11) -
Capital Surplus
Accumulated Undistributed
. - (Notel0) - (Notel1) -
Dividends (Note 4)
Price / Earnings Ratio (Note 5) 26.00 31.21 -
Return on A . A
Price / Dividend Ratio (Note 6) 47.67(Notel0) 49.14(Notell) -
Investment
Cash Dividend Yield Rate (Note 7) 2.10%(Notel0) 2.04%(Notel1) -

*f shares are distributed in connection with a capital increase out of earnings or capital reserve, further disclose information on
market prices and cash dividends retroactively adjusted based on the number of shares after distribution.
Note 1: Annual Average Market Price=Annual Turnover Value/Trading Volume.
Note 2: Based both on the number of issued shares at the end of the year, and on the distribution decided on at the Shareholders’
Meeting the following year.
Note 3: For those requiring retroactive adjustment due to stock grants, both the pre-and post-adjustment EPS should be listed.
Note 4: In issuing equity securities, provisions may be made to accumulate undistributed dividends for the year and postpone
distribution until a year when profit is made. The dividends accumulated over the period ending in the year of distribution
should be disclosed.

Note 5: P/E Ratio=Average market price of a share in the current year/EPS.

Note 6: P/D Ratio=Average market price of a share in the current year/cash dividend per share.

Note 7: Cash dividend yield=cash dividend per share/average market price of a share in the current year.

Note 8: In accordance with Taiwan Stock Exchange regulations, treasury share effects have already been considered.

Note 9: Net worth per share and EPS are calculated based on the financial statement for the most recent quarter that has been
verified by an accountant. All other fields are based on the current year data through the publication date of the annual
report. As of publication of this report, the Q1 2019 financial information has not yet been reviewed by Deloitte & Touche.

Note 10: 2017 surplus allocation plan resolution passed at the 15th meeting of the 20th Board of Directors on March 22, 2018, and it

will be sent to the 2018 shareholders' meeting for recognition.

Note 11: 2018 surplus allocation plan resolution passed at the 5th meeting of the 21st Board of Directors on March 20, 2019, and it

will be sent to the 2019 shareholders' meeting for recognition.

Note 12: The Company's 2018 final daily closing price was NT$11.00.
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4.1.6 Dividend Policy and Implementation Status
A. Dividend Policy:

The CAL Articles of Association outlines the following 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 adheres to the

following 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 event 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 Company's surplus allocation plan was passed in a resolution on 2018 cash dividend distribution

at the 5th meeting of the 20th Board of Directors on March 20, 2019, and it will be sent to the 2019

shareholders' meeting for recognition.

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, differ significantly from the estimated value of
employee compensation due to Board of Director resolution prior to the publication date of the
annual individual financial statement, 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 is to be disclosed:

The Company's Board of Directors passed a resolution on 2018 Employee Compensation on
March 20, 2019, resolving to issue NT$51,656,000 in Employee Compensation in cash; as per the
Company's charter, no reward was issued to directors. If the above estimated figures are at odds
with the amount issued, it will be handled through changes in accounting estimates, and adjusted
and entered into the following year.

(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.

D. The actual employee compensation and director bonuses distributed for the
previous year (2017) (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: There is no difference between the proposed employee compensation

approved by the Board of Directors and the actual amount paid.
(2) Director bonuses: Not Applicable.

4.1.9 Buyback of Treasury Stock:
APR 27, 2019

No. of buyback period 1st

Performing share buyback and cancellation to safeguard
Purpose of buyback , . .
shareholders’ rights and interests.

The approved buyback period was from August 10, 2018, to

Period of buyback
October 9, 2018.

Price range of buyback Buyback price per share was between NTS9 and NTS14

Type and quantity of shares bought back 50,000,000 ordinary shares in total

The total transaction amount was NT$469,526,285, and the

The amount of shares bought back . .
average transaction price was NT$9.39 per share.

The cancellation of 50,000,000 ordinary shares bought back
was completed and the approval letter Jing-Shou-Shang-Zi No.
10701157330 made on December 18, 2018, by the Ministry of
Economic Affairs was received on December 20, 2018.

Number of shares canceled and transferred

The shares bought back have been canceled, so there are no
Total number of shares of the Company held
shares of the Company held.

Percentage of total number of shares of the 0%
Company held in the total outstanding shares 0
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4.2 Bonds
4.2.1 Corporate Bonds:

APR 27, 2019

Corporate Bond Type

Domestic Unsecured
Straight Bond (2013)

Domestic Unsecured
Straight Bond (2016-1)

Domestic Unsecured
Straight Bond (2016-2)

Domestic Unsecured
Straight Bond (2017-1)

Issue date

01/17/2013

05/26/2016

09/27/2016

05/19/2017

Denomination

NT$1,000,000

NT$1,000,000

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

NT$5,000,000,000

NT$5,000,000,000

NT$2,350,000,000

Coupon rate

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

1.19% p.a.

1.08% p.a.

A: 1.20% per annum
B: 1.75% per annum

Tenor

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

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

5 year maturity:
05/26/2021

5 year maturity:
09/27/2021

Tranche A: 3 years (May
19, 2017 to May 19,
2020);

Tranche B: 7 years (May
19, 2017 to May 19,
2024)

Guarantee agency

Not applicable

Not applicable

Not applicable

Not applicable

Consignee

CTBC Bank Trust
Department

Hua Nan Commercial
Bank

Hua Nan Commercial
Bank

Huanan Commercial
Bank

Underwriting institution

Not applicable

YuanTa Securities

MasterLink Securities

Masterlink Securities
Corporation

Certified lawyer

Kuo, Hui-Chi
(Hsi Endai Lawyer Office)

Kuo, Hui-Chi
(Ture Honesty

International Law
Office)

Kuo, Hui-Chi

(Ture Honesty
International Law
Office)

Kuo, Hui-Chi
(Ture Honesty

International Law
Office)

CPA

Huang, Jui-chan;
Chen, Li-Chi

Huang, Jui-chan

Yang, Chen-Hsiu

Yang, Chen-Hsiu

Repayment method

Deloitte & Touche Deloi Touch Deloitte & Touch
(Deloitte & Touche) ( ) (Deloitte & Touche) (Deloitte & Touche)
Tranche A: Repayment
of 50% of the principal
in the fourth year and
Repayment of 50% of [Repayment of 50% of

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

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

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

One-time repayment of
capital upon maturity.

Outstanding principal NT$5,500,000,000 NT$5,000,000,000 NT$5,000,000,000 NT$2,350,000,000
Terms of redemption or None. None. None. None
advance repayment
Restrictive clause None. None. None. None
Name of credit rating agency,
rating date, rating of corporate [None. None. None. None

bonds

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

Not applicable

Not applicable

Not applicable

Issuance and conversion,
exchange or subscription

method, issuing condition
dilution, and impact on existing

shareholders’ equity

Not applicable

Not applicable

Not applicable

Not applicable

Transfer agent

None.

None.

None.

None.
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APR 27, 2019

Corporate Bond Type

Domestic Unsecured Straight
Bond (2017-2)

Domestic Unsecured 6™
Convertible Bond (2018)

Domestic Unsecured Ordinary
Corporate Bonds (2018-1)

Issue date

10/12/2017

01/30/2018

10/30/2018

Denomination

NT$1,000,000

NTS$100,000 per

NT$1,000,000 per unit

Issuing and transaction location

Republic of China

Republic of China

Republic of China

Issue price

Par

Issued at 100.2% of par value

Par

Total price

NT$3,500,000,000

NTS$6,012,000,000

NTS$450,000,000

Coupon rate

A: 1.14% per annum

B: 1.45% per annum 0.00% per
annum

0.00% p.a.

A: 1.32% per annum
B: 1.45% per annum

Tenor

Tranche A: 3 years (October 12,
2017 to October 12, 2020);
Tranche B: 5 years (October 12,
2017 to October 12, 2022)

5 years (January 30, 2018 to
January 30, 2023)

A: 5 years (November 30, 2018,
to November 30, 2023)
B: 7 years (November 30, 2018,
to November 30, 2025)

Guarantee agency

Not applicable

Not applicable

Not applicable

Consignee

Huanan Commercial Bank

Chinatrust Commercial Bank
Trust Department

Huanan Commercial Bank

Underwriting institution

Fubon Integrated Securities Ltd.

Taihsin Integrated Securities
Ltd.

Fubon Integrated Securities Ltd.

Certified lawyer

Kuo, Hui-Chi

(Ture Honesty International Law
Office)

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

Ture Honesty International Law
Office

Kuo, Hui-Chi, Attorney At Law

CPA

Yang, Chen-Hsiu
(Deloitte & Touche)

Not applicable

Yang, Cheng-Hsiu
(Deloitte & Touche)

Repayment method

Tranche A: one-time payment
upon maturity;

Tranche B: return of 50% of
capital 4 and 5 years from the
start date, respectively.

According to the offering of
Domestic Unsecured 6"
convertible bond (2018)
section 6

Tranche A: Repayment of 50%
of the principal at the end of the
fourth year and the remaining
50% at the end of the fifth year;
Tranche B: Repayment of 50%
of the principal at the end of the
sixth year and the remaining
50% at the end of the seventh
year

Outstanding principal NT$3,500,000,000 NT$6,000,000,000 NT$4,500,000,000
According to the offering of
Terms of redemption or None Domestic Unsecured 6" None
advance repayment convertible bond (2018)
section 18 and 19
Restrictive clause None None None
Name of credit rating agency,
rating date, rating of corporate |None None None

bonds

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

cher securities
rights Issuance and
attached

conversion (exchange
or subscription)
method as per the 5th
issue of domestic
unsecured convertible
bonds

Not applicable

Not yet converted

According to the offering of
Domestic Unsecured 6
convertible bond (2018)
section 8 and 9

Not applicable

Issuance and conversion,
exchange or subscription

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

Note: As of April 27, 2019, according to the conversion price NT$12.90 of the sixth unsecured convertible bonds, and assuming the
convertible bonds have been fully converted, the shareholdings percentage of the three major shareholders, namely China
Aviation Development Foundation, National Development Fund, and Chunghwa Telecom, will be reduced from 48.90% to
45.03%, but there will be no significant change in the shareholding structure, thus it has little effect on shareholder equity.

4.2.2 Corporate Bonds Undergoing Private Placement: None.
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4.2.3 Convertible Bonds: Unit: NT$

Types of Corporate Bonds Domestic Unsecured 6" convertible bond (2018)
ltem Year 2018 The current year through April 27, 2019
Highest 102.15 102.00

Convertible Bond

Market Price Lowest 101.13 100.60
Average 99.05 100.00
Conversion Price 12.90 12.90

The convertible bonds were listed on the Taipei Exchange on January 30, 2018; the
conversion price upon issuance was NT$13.20. Due to the distribution of 2017 cash
dividends, according to the provisions of the sixth unsecured convertible bonds’
issuance and conversion regulations, the conversion price shall be adjusted. The
conversion price was thus reduced from NT$13.20 to NT$12.90.

Conversion method Issue new shares.

Issuance date and conversion
price at the time of issue

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 27, 2019, the use of funds earned through previously issued securities are
progressing as planned and are in accordance with expected results.

Capital Overview




Operational Highlights

5.1 Business Activities

5.2 Market and Sales Overview

5.3 Human Resources

5.4 Environmental Protection Expenditure
5.5 Labor Relations

5.6 Important Contracts

Operational Highlights

95




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 body and parts 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 2018
Item Net Revenue Proportion of Revenue
Passenger Revenue 108,345,648 64%
Cargo Revenue 49,847,065 29%
Other 12,518,894 7%
Total 170,711,607 100%

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 holding 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) Optimizing ground services for the passengers in cooperation with the new construction of
Taoyuan Airport
In order to provide passengers with faster and more convenient services, the Company cooperated with
Taoyuan Airport and launched 26 Self Bag Drop (SBD facilities) counters on October 1, 2018, in terminal 2 to
relieve the pressure of people crowding at the manual check-in counters and increase passengers’ customs
clearance and check-in efficiency; moreover, important changes such as the “New Construction of the
Outbound Baggage Conveying System in Terminal 1," the “Terminal 2 Expansion Project” and the “Terminal
3 Building Project” are all continuing. Through new construction projects, such as going automated, mobile,
and paperless at the Taoyuan International Airport Corporation, it is expected that the boarding process will
be even more simplified. We will be stationed in the terminal 3 together with our SkyTeam partners in the
future to optimize the overall service quality.

(2) Steadying aviation network layout and strengthening bidirectional transfer hub
In addition to the continuous introduction of the long-haul fleet, the Company is in the process of selecting
new-generation narrow body aircrafts to meet market growth needs, which will help the Company improve
its transportation capacity in aviation networks in North America, Europe, Southeast Asia and Northeast
Asia. The Company will not only be able to provide more diversified flight choices to people in Taiwan, but
also increase the convenience of connecting transportation capacity, strengthening Taiwan's position as the
transfer hub for air transportation in Eastern Asia.

(3) Expanding the scope of use of the accumulated mileage and establishing the e-commerce
platform Dynasty Miles Go
At the end of 2018, the Company's new type e-commerce platform Dynasty Miles Go was officially launched.
Its greatest feature differentiating it from general e-commerce platforms is that millage can be used to
offset the price of products, so that the passengers can fully utilize their accumulated mileage. Also, the
platform covers diversified products. The Company can take advantage of being stationed in foreign
countries to increase the number of special products; also, in the future, we will also continue to launch
from time to time China Airlines’ exclusive special products, so as to meet the needs of members more
comprehensively.

5.1.2 Industry Overview

A. State of the industry and future development

The operating environment for the airline industry is deeply impacted by global economic growth

and oil prices. Of these factors:

(1)Economic growth
According to forecast report of the International Monetary Fund (IMF), the global overall economic growth
rate in 2019 will be 3.5%, which is slightly lower than the 2018 economic growth rate 3.7%. This is due to
the US-China trade war, the slowdown of China's economic growth, and Brexit. The economic growth rate of
Japan, among the major countries that have dealings with Taiwan, has slightly increased due to the future
increase of the consumption tax. Economic growth in China and other Southeast Asian countries has slowed
down due to factors such as the trade situation and the US dollar exchange rates; the overall economic
situation has been seeking stability while growth slows.

(2)Qil prices
The cost of oil is a large part of the aviation industry’s operating costs. Crude oil prices have gradually
recovered since the second half of 2017, and reached a peak in the most recent four years in 2018. Although
the growth rate slowed down by the end of the year, IATA expected that, benefiting from US shale oil
mining, the overall crude oil market will be oversupplied in 2019. The annual average price is NT$81.3,
lowered by 7.2% from the previous year. However, OPEC and other oil-producing countries have made a
production reduction agreement, and with the clearing up of the US-China trade war, the market demand
will gradually recover and the oil price will still be an uncertainty in the operation of the aviation industry.

The global airline industry outlook report published by the IATA in December 2018 shows:

(1) Air passenger market
The air transportation market grew rapidly from 2013 to 2017. However, due to the gradual impact of the
factors such as Brexit and US-China trade war in 2018, the growth rate has slowed down. The Revenue
Passenger Kilometer (RPK) has grown by about 6.5%, and the Available Seat Kilometer (ASK) has a growth
rate of 6.0%. The IATA forecasted that in 2019, the previously mentioned situation will continue, RPK and
ASK growth rates will fall to 6.0% and 5.8%, respectively, and the slowdown trend will manifest in the
Asia-Pacific, with a growth rate of supply and demand of 7.1% and 7.5%, respectively, which are both lower
than those in the same period of last year. The reduction ratio of demand growth in the overall market is
higher than that of supply, and market competition will become more and more intense. It is expected that
the overall passenger load factor will show a declining trend.
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(2) Air cargo market
In 2018, the global aviation Freight Tonne Kilometer (FTK) grew 3.5% from 2017, while the Available Freight
Tonne Kilometers (AFTK) grew 5.4%. Looking back at the international economic situation in 2018, in the
first half of the year, global trade continued to heat up and international oil prices remained at a higher level,
which made the economic and trade performance of major countries continue to be strong, as in the
previous year. However, as the United States gradually adjusted its trade strategy and tightened monetary
policy, and the impact of China-US trade disputes spread from corporate confidence to the real economy,
the global market experienced significant volatility in the fourth quarter, and manufacturers' demand
turned conservative, indicating that global economic growth may face a slowdown trend starting from 2019.

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, 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 in 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, plans for
Terminal 3 and a 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)Optimizing cargo aviation network and customizing charter service
In 2018, charter business was fruitful. Customized charter business was expanded in alignment with
customer demand. A total of 159 charter flights were completed during the year, which was an increase of
43 flights compared with 2017, including 3 regular charter flights per week between Taipei and Columbus
Ohio, United States, taking full advantage of the transportation strength of the Company's Boeing 747 cargo
fleet; in addition, in response to the growth of the Asian region's supply of goods, and considering the
continuous optimization of the Company's aviation network, in the Southeast Asian deployment, cargo
flights’ transportation capacity in Singapore, Penang, Ho Chi Minh City, Hanoi, and others, have been
increased. Also, the Company effectively optimized the performance of the overall cargo flight operation
through the raising the proportion of goods supplies in the Asian region and the promotion of central
products of the overseas routes.

(4)Grasping logistics trends and expanding the map of operation
The Company continues to grasp pulse of the market and expand potential markets for high-growth source
of goods, such as semiconductor precision machinery, aircraft engine materials, temperature-controlled
cold chain, biotechnology and pharmaceutical and other special cargo, which have all been continuously
developed by the Company; in addition, to respond to the development of cross-border e-commerce,
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besides strengthening cooperation with express delivery companies and other airlines, the air and marine
transport of e-commerce postal delivery has also achieved multiple factors of growth in quantity in 2018.
The Company will continue to grasp the logistics trend and potential markets, develop multiple supplies of
goods, and expand our business territory.

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 2018, the
IATA 2017 international passenger and cargo capacity rankings showed that China Airlines was 33rd in the
world and 13rd in the Asia-Pacific region for passenger air transport with 39.822 billion Revenue Passenger
Kilometers (RPK), while cargo capacity reached 5.741 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 2018

Airline Passenger Cargo
China Airlines 24.23% 38.60%
EVA Air 22.13% 24.44%
Mandarin Airlines 2.34% 0.71%
UNI Air 1.52% 0.52%
Far Eastern Air Transport 0.40% -

Tigerair Taiwan 4.52% 0.05%
Other-Foreign Carriers 44.87% 35.69%

Source: Civil Aeronautics Administration Monthly Statistics from January to December 2018-Taiwan National Airlines
International and Cross-Strait Market Share for Passengers and Cargo

IATA Global International Route Passenger and Cargo Rankings 2017

Passenger (Passenger-Kilometers) Rankings Cargo (Ton-Kilometer) Rankings
Unit: 1 million Unit: 1 million
1 Emirates 288,886 1 Emirates 12,715
2 Ryanair(5) 157,114 2 Qatar Airways 10,999
3 Lufthansa(4) 147,168 3 Cathay Pacific Airways 10,772
4 United Airlines 146,582 4 Federal Express 8,040
5 Qatar Airways 143,930 5 Korean Air 7,986
6 British Airways(4) 142,804 6 Cargolux 7,322
7 Delta Air Lines 134,175 7 Lufthansa(4) 7,313
8 Air France(4) 133,877 8 Singapore Airlines 6,592
9 American Airlines 119,865 9 United Parcel Service 5,894
10 Turkish Airlines(4) 114,063 10 China Airlines 5,741
11 Cathay Pacific Airways 111,760 11 AirBridgeCargo Airlines 5,543
12 KLM(4) 103,487 12 Air China 5,522
13 Singapore Airlines 95,533 13 China Southern Airlines 4,871
14 Etihad Airways 90,241 14 Turkish Airlines 4,701
15 easylet(1)(4)(5) 83,625 15 British Airways 4,358
16 Air Canada 76,802 16 Polar Air Cargo 4,348
17 Korean Air 74,423 17 Etihad Airways 4,303
18 Thai Airways International 66,129 18 All Nippon Airways(4) 4,275
19 LATAM Airlines Group(4) 65,959 19 Asiana Airlines 3,992
20 Air China 65,939 20 Atlas Air 3,917
21 Aeroflot Russian Airlines 60,649 21 United Airlines 3,834
22 Norwegian(1)(4)(5) 59,117 22 Air France(4) 3,611
23 China Southern Airlines(1) 56,910 23 EVA Air 3,609
24 China Eastern Airlines 56,534 24 KLM(4) 3,603
25 Qantas Airways 56,424 25 American Airlines 3,375
26 Saudi Arabian Airlines 48,799 26 Nippon Cargo Airlines 3,229
27 All Nippon Airways(4) 48,462 27 LATAM Airlines Group(4) 2,874
28 Iberia 46,815 28 China Cargo Airlines 2,631
29 EVA Air 45,770 29 Aerologic 2,617
30 Asiana Airlines 41,561 30 Saudi Arabian Airlines 2,487
31 Japan Airlines 41,363 31 Silk Way West Airlines 2,429
32 Wizz Air(1)(5) 40,464 32 Delta Air Lines 2,381
33 China Airlines 39,822 33 Thai Airways International 2,352

Source: IATA WATS 2018
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5.1.3 Research and

Development

A. Costs of R&D investment and successfully developed technologies or products
From January 1, 2018 through the publication date of this report, the Company invested
approximately NT$98 million in research and development. The following table summarizes the
technologies and products developed:

Project

R&D Project Description

Establishment of
new generation
flight operation
control system

Introducing the new generation flight operation control system to allow flight control personnel to make
timely flight control decisions with greater efficiency and lower cost in response to the ever-changing
operating environment through streamlined flight control dispatching operations, precise abnormality
control, proactive decision-making support, and other system functions. The establishment and launching
of the system were completed in October 2018.

Establishment of
New Distribution
Capability (NDC)
system

NDC is a distribution standard actively promoted by the IATA in recent years. China Airlines obtained the
IATA NDC Level 3 system standard specification certification from the IATA on June 27, 2018. We
continued to plan the self-built China Airlines NDC distribution system and direct sales cooperation with
the channels to achieve a new distribution business model for the aviation tourism industry. We
completed e-commerce and distribution channels in 2018 to provide customers with more products and
service options in a timely and accurate manner.

Establishment of
major operational
indicator system

Integrating information relevant to business, marketing, operations, safety, and finance of all units of the
Company, providing a single and clear dashboard analysis interface, effectively providing the function of
decision-making support system, and providing a mobile user interface to enable senior executives to
effectively master the important indicators of the Company's operations. The establishment and launching
of the system were completed in October 2018.

Establishment of
apron operation
mobile platform

Establishing apron mobile operation, providing labeling operations for unit load, cargo delivery, loading
and scanning operations for passenger and cargo flights, and establishing the real-time management
function of the aircraft apron, to effectively control the progress of the unit load adjustment, ensure the
loading accuracy, and strengthen the two-way communication between load balancing operation
(in-house) and the apron loading supervision (field) of the Loading Control Department. The establishment
and launching of the platform were completed in September 2018.

Establishment of
carbon emission
management
system for
international
routes

In order to comply with International Civil Aviation Organization (ICAO)’s promotion of the global aviation
industry carbon exchange and reduction mechanism, establish the Company's carbon emissions and
carbon footprint systematic calculation and management capacity, so to accurately and efficiently conduct
carbon emissions monitoring, verification, and declaration operations of the international routes. The
establishment and launching of the system were completed in September 2018.

Establishment of
mobile version of
the apron work
order system

In order to improve the quality of aircraft maintenance and improve the efficiency of maintenance work,
the work orders of current apron pre-departure and transit inspection have gone mobile. The Company
streamlined and upgraded the maintenance work of the apron through digitalization from the
establishment of work order parent files to actual execution records of the work orders; it has aligned
these improvements with the current apron dispatch operation and has provided apron staff with mobile
devices to input the work order execution results. The establishment and launching of which were
completed in October 2018.

Establishment of
new financial
liability
management
system

In order to improve decision-making regarding the use of funds, the new financial liability management
system was established. Its functions include the asset and debt transaction online sign-off template and
management information, which improve the efficiency of the operation processes and financial
accounting analyses, and facilitate decision making analysis. The system went online in January 2019.

Establishment of
new generation e
Shopping App
system

Current passenger shopping is dominated by e-commerce platform; in response, the “Sky Boutique APP”
revision program was conducted and officially went online in October 2018 to provide various functions
according to the passengers’ usage scenarios, add promotional activities to enhance passengers’
willingness to pre-order, and increase the revenue of duty-free products.

B. Future R&D Projects
(1) In order to meet future development needs, China Airlines will continue to invest in R&D projects.
Over 2019, we plan to invest a total of NT$95 million into R&D. The following table summarizes
future projects:

Project

Estimated

Future R&D Project Description Completion Date

Establishment of
new generation
crew member
shift arrangement
system

June 2019

In response to the substantial growth in the number of Company's flights and crew|The

members, as well as the needs of passenger and cargo flight dispatch, we planned to|implementation
build a new generation crew member dispatch system, to quickly meet the|progress was 82%
requirements of civil aviation regulations, optimize manpower dispatch, and fairly and|as of the annual
efficiently allocate crew members’ shifts, ensuring crew members’ dispatch quality. report printing
date

Establishment of
Flight Control &
Monitoring
System (FCMS)

Through the automated analysis of the system, the flight operation decision-making
supplementary information, such as flight on-time, late departure or arrival status,
current and estimated flight transportation capacity, airport airworthiness, flight
schedule surveillance and real-time flight trajectory were generated, so that flight
control personnel can fully grasp the Company's flight transportation capacity and
flight status, and produce the most appropriate flight operation decisions. In addition
to taking into account the flight operation cost and service quality, emergencies can
be responded to at all times to ensure that flights arrive on time and safely.

December 2019
The
implementation
progress was 13%
as of the annual
report printing
date
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Establishment of
new
sub-accounting
system

Establishing an inter-airline sub-accounting system to follow the trend of IATA
sub-accounting. The sub-accounting system interfaces with the passenger business
operation revenue system to improve system maintenance and save manpower.

September 2019
The
implementation
progress was 45%
as of the annual
report printing
date

Establishment of
new revenue
management
system

Introducing Amadeus' new revenue management system to upgrade the current
revenue management calculation from a segmentation basis to an O&D basis, and
add functionality for dynamic fare grabbing database and real-time booking
information calculation, which can increase turnover.

June 2020

The
implementation
progress was 33%
as of the annual
report printing
date

Establishment of
Al in-flight service
training assistant
system

Taking advantage of intelligent robots to assist in in-flight service training. Training
includes safety procedures, service terms, and other in-flight service related matters.
If employees need to be familiar with cabin in-flight announcement, students can
enhance their sense of presence through situational dialogs in the classroom. Also,
increasing the number of exercises performed by the students improves training
results.

December 2019
The
implementation
progress was 10%
as of the annual
report printing
date

Establishment of
robotic process
automation
system

In order to improve the efficiency of duplication, fixed rules, and cross-platform
operations, and use manpower for work of high output value, a robotic process
automation platform was built for personnel change account management of
heterogeneous systems, among other operations, to improve system maintenance
time and save manpower.

May 2019

The
implementation
progress was 85%
as of the annual
report printing
date

Establishment of
In-Flight
Equipment
Management
System (IEMS)

Responding to the complexity and dispersion of the overall cabin loading and space
management, and providing the latest loading information for the user units (Cabin
Crew Division, ground station agents) to follow. The system was built to implement
the systematic management of the cabin in-flight service supplies data, promptly
provide external agents with complete and accurate loading information, and use
data analysis to further improve the loading efficiency and operation quality.

August 2019
Implementation
progress was 60%
as of the annual
report printing
date

Establishment of
cargo business
management
system

Introducing the cargo business management system, strengthening the business
management operations such as freight rate management, revenue and flight
revenue estimation, and using the revenue management system with the expectation
of improving the efficiency of freight operations and increasing the revenue of overall
cargo business.

December 2019
The
implementation
progress was 20%
as of the annual
report printing
date

Establishment of
ticket purchasing
instant marketing
platform

In the online ticket purchasing completion phase, collecting and tracking usage
records, instantly grasping online user activities and conducting customer analysis,
and cooperating with online sales activities to achieve marketing models such as
precision marketing and remarketing. In the future, we plan to expand and integrate
with artificial intelligence, big data technology, and other systems.

June 2019

The
implementation
progress was 69%
as of the annual
report printing
date

Establishment of
e-commerce
consumer
behavior analysis
system

The digital track model captured and labeled a plethora of information, such as
passengers' consumption preferences and behaviors, so as to better understand the
current and potential needs of customers; this further allowed for the Company to
conduct timely and accurate marketing, and was provided for the use of managers in
decision-making and forecasting.

October 2019
The
implementation
progress was 30%
as of the annual
report printing
date

(2) Major Factors Affecting the Success of Future R&D
A. Full support of operational managers
B. Proper grasp of operational needs
C. Utilization of the latest IT know-how and technology
D. Information system architecture upgrades
E. Implementation of project management
F. Strict budget control

Operational Highlights

101




5.1.4 Long-term and Short-term Development
To promote sustainable operations and strengthen international competitiveness, CAL has planned the
following short- and long-term passenger and cargo transport developments:

A. Short-term Development
(1) Passenger

* Japanese and Korean tours continue to flourish, enhance investment in capacity
Taiwanese demand for tourism in Japan is strong, and a flood of Koreans are coming to Taiwan on vacation. The
Company has increased its capacity supply and is also responding to seasonal demand by planning added
flights/charters to improve profit space.

* |n coordination with the government's new Southern Policy, expand market potential
The Company has increased the number of flights for respective potential destinations (such as Bangkok and Penang);
with the government’s provision of entry visa preferential measures for Southeast Asian countries, it is expected to
drive the demand for traveling between the two places; at the same time, for the destinations with market potential,
we have initially been cultivating customers by means of inter-airline cooperation (such as code-sharing and signing
SPA contract).

* Improving passenger composition to enhance the overall profitability of the route
The Company is now working to increase the percentage of FIT passengers in each route, and to improve the overall
profitability of the route by changing the composition of passengers.

(2) Cargo

* Improving revenue management and promoting customized service
We will continue to improve revenue management. Regarding the different transportation needs of special cargo,
such as time limit, volume, and special loading treatment, we will continue to enhance the price differentiation and
increase the added value of transportation services by utilizing the large cargo loading advantages and professional
services of our Boeing 747-400 all-cargo aircrafts. We will also continue to promote the bidding mechanisms for
shipping space in peak seasons to enhance unit revenue. In addition, in recent years, the promotion of the charter
business has been strengthened. Customized charter services have been tailored to meet the needs of individual
customers, which has contributed significantly to the increase in revenue. In 2019, we will continue to deepen our
development of emerging markets, such as Southeast Asia, secure the efficiency of the overall aviation network in
response to market changes, promote the customized routine and regular chartered flight business, and maximize the
benefits of the cargo fleet.

B. Long-term Development
(1) Passenger

* Optimize the long-haul flight network to bring Taoyuan's hub position into full play
In conjunction with the introduction of the A350-900 long haul new aircrafts, China Airlines has continued to expand
its European and American aviation network deployment since 2018 and offers passengers more convenient flight
options by expanding flights to Vienna, Rome, London and Ontario, California, USA. In addition, China Airlines has
been expanding its Oceania aviation network since 2017. Cooperating with the new southbound policy, in 2018, flights
to and from Hanoi and Bangkok were increased, enabling passengers from New Zealand, Australia, and Southeast Asia
to travel to and from destinations in Europe, the United States, and Asia through Taiwan and provide a higher-quality
service hub. We will also pay close attention to market changes, adjust our transportation capacity, consolidate and
deepen development of the market, continue to develop potential destinations, strengthen inter-airline cooperation,
and intensively cultivate respective bread winning markets, to provide passengers with convenient and detailed flight
services.

® Strengthening the competitiveness of the Group by division of labor and market segmentation
with the subsidiary Tigerair Taiwan to respond to competition from low-cost carriers
According to the statistics of the Civil Aeronautics Administration, the market share of Low Cost Carriers (LCC) in the
Taiwan market in 2018 was 19%, an increase of 3ppt from the previous year, indicating that LCC continued to grow in
the Taiwan market. Given the fierce competition in the market, the Company and its subsidiary Tigerair Taiwan will
continue to carry out Group cooperation and provide suitable products for different customer groups based on market
positioning and passenger composition to strengthen the overall competitiveness of China Airlines Group.

* Continue bringing in new model passenger aircraft, improving passenger service quality
With the subsequent delivery of the last four A350 aircrafts in 2018, the long-haul routes of Europe, the United States,
and Australia have completed the planning of all flights using new generation aircraft models, improving the long-haul
service quality. Now, in order to meet the trend of the Asia-Pacific market and cooperate with the development
strategy of the regional aviation network, the selection of narrow body aircrafts has been launched and the A320neo
series or 737MAX series will be continuously researched. In the future, one of the current 737-800 aircrafts will be
replaced to provide better product quality and the most comfortable flight experience for passengers.
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(2) Cargo

* Expanding project and e-commerce postal business revenue to develop high-growth sources of

supply

Under the new southbound policy and the sustained economic development of Southeast Asian countries, the market

for consumer electronics, textiles, and cross-border e-commerce sources of supply are expected to grow. The

Company continues to cultivate business in Japan, Singapore, Malaysia, Indonesia, Vietnam, the Philippines and

Thailand, in order to compete for the north-south supply of goods in the Asian region. The Company will also optimize

the cargo flights’ destination combination in Southeast Asia, develop and research the change of multi-legged flights

to non-stop flights depending on the needs to increase the transportation capacity, and fully support the development

of the Southeast Asian region to improve the overall revenue efficiency. In addition, semiconductor precision

machinery, aircraft engine materials, temperature-controlled cold chain, biotechnology and pharmaceutical and other

special cargo will all be continuously developed by the Company.
* Deepening the inter-airline cooperation and strengthening the development of freight

information

Since the launching of the Shenzhen cargo flights in 2015, the Company has been working closely with UPS on the

fixed space of each destination and the American route charter flights; cooperation with DHL, Fedex, and SF EXPRESS

has continued to grow. The scope of cooperation with Nippon Cargo Airlines (NCA) and ANA (NH) has also been

steadily deepened. Thus far, the Company has cooperated with a total of 165 global airlines and will create a mutually

beneficial situation through inter-airline cooperation and reciprocity of aviation networks. In addition, the promotion

of e-cargo business and the upgrading of the cargo business operation/service information system are also the focus

of the Company's strategic development. Through the integration of various systems and the provision of real-time

information on mobile devices, in addition to improving internal operational efficiency, customer service quality and

satisfaction have also been improved.

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 2017 2018
No. of No. of No. of No. of RPK Revenue

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

Trans-Pacific 1,370,384 12,461 17,829 984,161 10,404 14,478
Europe 462,491 4,322 7,688 603,342 5,678 9,661
South-East Asia 3,692,451 9,126 17,516 3,769,593 9,334 18,396
Domestic 1,222,213 295 1,939 1,239,130 292 1,967
Hong Kong/Macau 2,969,871 2,322 8,075 2,687,782 2,136 7,730
North-East Asia 6,161,837 10,863 30,518 6,805,685 12,129 35,454
Oceania 510,978 2,703 4,272 662,302 3,808 5,954
Mainland China 2,675,925 2,576 14,379 2,642,732 2,475 14,706
Total 19,066,150 44,668 102,216 19,394,727 46,256 108,346

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:

Iltem 2017 2018
FRTK Revenue FRTK Revenue

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

Trans-Pacific 3,724 24,912 3,764 27,742
Europe 793 5,451 779 6,106
South-East Asia 817 7,549 814 8,879
North-East Asia 204 2,156 255 3,250
Oceania 73 435 156 794
Mainland China 142 2,833 147 3,076
Total 5,753 43,336 5,915 49,847

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.
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B. Market Share (%) of Major Product Categories in the Last Two Years

Year Passengers Cargo

Airline 2017 2018 2017 2018

China Airlines 25.09% 24.23% 38.03% 38.60%
EVA Air 22.27% 22.13% 24.72% 24.44%
Mandarin Airlines 2.51% 2.34% 0.76% 0.71%
UNI Air 1.52% 1.52% 0.46% 0.52%
Far Eastern Air

Transport 0.33% 0.40% ~ )
Tigerair Taiwan 3.93% 4.52% 0.05% 0.05%
Qther — Foreign 44.35% 44.86% 35.97% 35.68%

Source: Civil Aeronautics Administration Monthly Statistics from January to December 2017 and 2018-Taiwan National Airlines
International and Cross-Strait Market Share for Passengers and Cargo

C. Market Analysis of Major Product Categories

(1) Passenger
According to the statistics of the Tourism Bureau of the Ministry of Transportation and Communications, in the passenger
transport market of Taiwan in 2018, approximately 11.07 million foreigners entered Taiwan (a growth rate of 3.1%) and
16.64 million Taiwanese people went abroad (a growth rate of 6.3%), with an overall growth rate of 5%, showing that
Taiwan’s tourism market still has development potential. It is estimated that the impact of the restriction policy for
travelers from China will gradually slow down in 2019, and the demand for cross-strait routes will show a steady trend; in
terms of regional routes, the Asia-Pacific region is still the momentum for market demand growth; with the development
of emerging economies and LCC expansion, competition will be more intense; in the long-haul market, the US-China
trade war and Brexit increased the uncertainty of the market; but in the future, domestic and foreign companies will
continue to increase transportation capacity, which is expected to push up market demand.

(2) Cargo
The global trade boom has slowed down since the end of 2018. According to IATA’s estimation, the growth of global air
transport demand in 2019 will be 3.7%, and the overall market will remain as it was in 2018. With the protectionism of
countries and US-China tariff disputes, it is predicted to be a year where the market supply exceeds demand, thus the air
transport market will still be full of challenges. However, as the Company actively expands the passenger and cargo
destinations, under the mutual support of passenger and cargo aircraft and the efficient revenue management, and with
the optimizing of aviation network and development of potential markets, the margins of profitability have opportunity
for continued growth.

D. Competitive Niche

(1) Next Generation Long-Haul Fleet Taking Shape
The 10 Boeing 777-300ER fleet and 14 Airbus A350-900 fleets introduced by China Airlines' new generation product
project were fully delivered at the end of 2018. The Company will then make the deployment of long-haul aviation
network in the European, American, New Zealand and Australia markets more dense, improve effectiveness of the
operation, and implement the younger fleet strategy; and through the new generation product project, the Company will
improve the quality of hardware and software equipment, and optimize long-haul route products.

(2) Extensive Route Network, Leader in the Region and Australia/New Zealand Markets
The Company has been operating in the transport industry for 59 years. Its passenger and cargo business serves in a total
of 29 countries and at 174 destinations. Passenger transport services are available at 78 destinations in 23 countries,
covering four continents (Europe, America, Asia and Australia). Pure cargo flight services are available at 34 destinations
(as of December 31, 2018), forming a complete passenger and cargo flight network. The Company adopts a stable layout
strategy. At present, China Airlines Group's regional aviation network covers a wider range, and our market share is the
highest among all Taiwanese airlines.

(3) A Leader in Collaboration
In addition to self-owned routes, China Airlines is the first company in Taiwan to join the global aviation alliance. It is also
the first Taiwanese company to conduct code-sharing cooperation. Currently, it has cooperated with 22 airlines in
code-sharing, ranking first among all Taiwanese airlines. The Company is actively deploying in the global market by
providing more convenient and comprehensive services to passengers to allow passengers to travel between Taiwan and
major cities around the world through the tightly-woven aviation network of China Airlines.

(4) Integrating Group resources to exert synergy
The Company and Tigerair Taiwan, its LCC subsidiary, differentiated their markets based on different customer groups to
strengthen the breadth and competitiveness of product lines, provide consumers with diversified product choices, and
maintain the dominant position of China Airlines Group in the market. In addition, in order to establish a complete
aviation service network, China Airlines Group has a total of 32 re-investment businesses. The industry scopes of such
businesses cover seven major categories, including air transportation, ground services, air transportation assistance,
aerospace technology, warehousing and logistics, tourism and leisure, and holding and leasing, deepening the
cooperation linkage among one another to strengthen the competitiveness of the whole Group.
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E. Corporate Governance and Policies

(1) Corporate Human Rights Policy
China Airlines respects and obeys internationally recognized human rights norms and principles, and firmly believes that
respecting and protecting human rights is the basis for achieving sustainable enterprise development. China Airlines'
human rights policy applies to the airline and all enterprises in which it has a controlling interest, and the Company strives
to respect, protect, assess and compensate employees and customers who encounter human rights issues. Moreover, we
also hold China Airlines' suppliers and contractors to the same standards and requirements, and require them to conform
to the spirit and basic principles of the policy.

(2) Sustainable Supply Chain Management
In order to achieve its goal of sustainable supply chain management, in 2015 China Airlines set a Supplier Code of Conduct
that includes major areas such as compliance with laws and regulations, human rights and labor conditions, workplace
safety and health, environmental protection, fair transactions and ethics, quality and safety, and information security. To
increase the sustainability of its many suppliers, in 2016 the Company further required its suppliers to sign a Supplier
Code of Conduct, pledging with partners to create a sustainable industrial environment and move together toward a
bright future. Moreover, in 2018, for the third time, China Airlines became the only shipping operator in Taiwan to be
selected for the Dow Jones Sustainability Index (DJSI) as emerging market shares included in the composite index, and
won for the fifth times the Taiwan Corporate Sustainability award.

(3) Environmental Sustainability Management
China Airlines adheres to the belief of “developing a sustainable environment” and regards “Green Energy Environmental
Protection” as an important element of corporate sustainability. It was the first in the industry to establish the concept of
environmental and energy management since 2007. In 2011, it set up a dedicated Environmental Department and an
Environmental Committee. Each quarter, the President reviews the corporate environmental and energy management
performance and sets incentive measures. In 2013, a statement of corporate environmental and energy policy was
released, a corporate environmental and energy management system was promoted, and the third-party international
standard certification has been passed. China Airlines is the first in the transportation service industry in Taiwan to have
established environmental risk governance structure, set up dedicated organization, formulated policies, and established
environmental and climate change risk management mechanisms.

(4) Corporate Social Responsibility
China Airlines realizes that its success comes from the support of society, and it has long held fast to the concept of giving
back. The Company continues its major strategy of creating social value; we hold diverse events to help disadvantaged
groups, to give more back to our home. This nurtures potential and develops talent for the nation, providing greater value
for customers and shareholders alike.

(5) Enterprise Risk Management Architecture and Process
China Airlines understands the importance of risk management, and places great emphasis on possible interactions
between risks. It refers to Enterprise Risk Management (ERM) and other publications and practical methods while also
considering the environment and operational characteristics of the industry. The airline industry is currently facing three
major risk sources: security, operations, and financial risk management structures, and uses four major steps,
identification, risk analysis, risk assessment, and risk management”. The Company identifies potential risks in these three
areas and, based on frequency of occurrence and seriousness of the risk, performs analysis and assessment,
distinguishing the degree of risk and finally developing response plans for high-risk items to reduce the impact on
company operations.

F. Favorable and Unfavorable Factors in the Long Term

(1) Favorable Factors

® At present, in the traffic rights agreements signed by Taiwan with major countries, except for restrictions on traffic
rights of cross-strait routes, open skies agreements have been signed with the United States, Australia, Singapore,
Malaysia, and Thailand. In addition to offering existing airlines to add more flights, new airlines are offered to join,
providing consumers with more diverse options. In addition, the execution of ASEAN Multilateral Agreement on Air
Service is being actively negotiated with ASEAN countries to move towards a single aviation market model, significantly
reducing the operational restrictions of civil air transport enterprises in the ASEAN countries and promoting the growth
of the Asia Pacific aviation market.

* The Asia-Pacific region has recently benefited from the growth of emerging economies and the middle class, and the
demand for air transport has soared. IATA estimates that the demand for passenger and cargo transport in the
Asia-Pacific region is higher than the global average. Although there are concerns about the tension in the trade
relations between US and China, with the easing of fiscal and currency policies of the countries, global air transport will
continue to grow in the future, and the Asia-Pacific region will remain the momentum driving the global market.

® Facing regional economic integration and the adjustment of the country's foreign economic and trade strategy, the
Taiwan government has been promoting the “New Southbound Policy Promotion Plan” since 2016, whereby it
strengthens strategic partnerships with 18 countries, including 10 countries in ASEAN, 6 countries in South Asia, as well
as New Zealand and Australia, in order to enhance Taiwan's economic and tourist appeal to southern countries, and
expand the diversified foreign economic layout.

* Internet technology matured in the 2000s, and major Internet giants grew from portals and search engine platforms to
e-commerce models like “business-to-business” (B2B), “business-to-consumer” (B2C), and “consumer-to-consumer”
(C2C), along with the popularization of mobile Internet access; in that context, consumers are encouraged to use virtual
channels to shop. The cross-border e-commerce is growing rapidly, replacing the position of traditional physical
channels.
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(2) Unfavorable Factors

* After the global financial crisis in 2008, protectionism emerged in various countries, causing tension in trade relations
between US and China and the levying of punitive tariffs; Europe also faced Brexit disputes, all of which affected the
global supply chain layout. In the long run, protectionism is likely to cause risks like shrinkage in international trade and
reduction in the demand for cross-border business, and is a potential risk factor for the development of cargo and
passenger air transport.

* The price of oil is one of the uncontrollable costs of airlines taking up a large proportion of operating costs; it is also an
uncontrollable and extremely sensitive cost. In 2019, US shale oil will continue to be extracted in response to the OPEC
production reduction agreement, and IATA estimates that oil prices in 2019 will be lower than that in the previous year.
However, compared with the past four years, it is still at a high level and still poses uncertainty for the aviation industry
in the future.

® According to IATA statistics, in the past five years, global passenger transportation capacity has grown at an average

annual rate of 6.3%, and at an average annual rate of 8.4% in the Asia-Pacific region. Apart from the continued
expansion of aviation networks by existing companies, the increase is mainly due to the rapid rise of emerging
companies; among which, Asia-Pacific regional routes are subject to the competition of LCCs, and the Asia-Pacific to
North America and European routes are facing the sudden rise of airlines in the Middle East, China and Southeast Asia.
With innovative business models and the creation of operating cost advantages, in addition to stimulating new demand,
existing customer bases are also being eroded.

According to IATA statistics, 204 airports in the world were classified as level-3 overcrowded airports in the summer of
2019; 61 of which were in the Asia-Pacific and North Asia, including Taoyuan Airport and major airports in the
Asia-Pacific, highlighting the lack of infrastructure resources for air transport in the Asia-Pacific. The airport slot time is
closely related to the expansion of airlines' aviation networks and routes. Due to the long construction period of
airports, it is difficult to obtain a solution in a short time, which limits the development of the air transport industry,
and seriously affects the long-term development of airlines.

(3) Response Measures

® Keeping abreast of global political and economic movements through information gathering and management; to
adapt to the unpredictable operating market at all times by enhancing the passenger load factor and profit rate of the
routes through the regulation of transportation capacity by flexible adjustment of flights and deployment of aircrafts.

® In response to the changes in trip structure and the popularization of mobile devices, the Company will adapt to the
changing needs of passengers and launch various occasional marketing activities, while continuously optimizing various
e-services and accurately marketing to target customers; such actions will boost the Company's competitiveness.

e The Company will take advantage of open skies business opportunities, develop new destinations/routes in a timely
manner, secure its leading position in the regional aviation network, and deepen and optimize the long-haul aviation
network; use Taiwan's geographic location advantage in the Asia-Pacific region to build the East Asia transfer hub,
while expanding the cooperation with United Airlines to expand the global aviation network and generate revenue.

5.2.2 Production Procedures of Main Products
A. Major Products and Their Main Uses

Major Products Main Uses
. International passenger air transport and scheduled, non-scheduled, and charter
Passenger services .
flights.
Cargo services International cargo, courier, mail, and package transport.
In-flight sales Providing passengers with in-flight duty free sales services.

B. Major Products and Their Production Processes
The Company is a member of the airline industry and not a manufacturer, so there is no production
process.
5.2.3 Supply Status of Main Materials
CAL is a member of the airline industry, not a manufacturer. Therefore, there is no need for production
raw materials. Aviation fuel makes up the largest proportion of operating costs. In addition to aviation
fuel supplied at Taiwan Taoyuan Airport by CPC Corporation and Formosa Petrochemical Corporation,
the Company also purchases fuel from large oil companies around the world at the various destinations

served, so fuel supplies are very fragmented.

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.
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B. Major Suppliers in the Last Two Calendar Years:
CPC Corporation, Formosa Petrochemical Corporation, and Chevron Corporation, etc.

Unit: NTS thousands

2017 2018 2019 (as of March 31)
= = 7
g — % Relati _ %
Company 4 £ | Company on Company =3
Nt Amount % E 2 Nt Amount % with N Amount % E E
= Issuer =
> =g
1 cpe 13,875,830| 10.34|None | . ¢ 18,413,016 12.00 | None | . PC 3,885,414 | 10.74 | None
Corporation Corporation Corporation
Formosa Formosa Chevron
2 | Petrochemical 4,083,732 3.05 | None [Petrochemical 5,372,889 3.50 | None . 1,169,036 3.23 [ None
. . Corporation
Corporation Corporation
Chevron Chevron Formosa
3 . 3,373,214 2.51 | None . 5,117,227 3.33 | None | Petrochemical 1,095,814 3.02 | None
Corporation Corporation .
Corporation
Other 112,816,598 84.10 Other 127,600,944 | 81.17 Other 30,041,645| 83.01
Net Total 134,149,374 | 100.00 Net Total 153,504,076 | 100.00 Net Total 36,191,909 | 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

Year 2017 2018 Rat(gszr'gngse
Capacity and Traffic

Available Seat Kilometers (ASK) 55,723,852 58,043,562 4.16%
Revenue Passenger Kilometers (RPK) 44,668,163 46,256,379 3.56%
Load Factor (%) 80.16% 79.69% -0.47 ppt
Freight Available Ton Kilometers (FATK) 7,960,873 8,290,378 4.14%
Freight Revenue Ton Kilometers (FRTK) 5,752,743 5,914,889 2.82%
Load Factor (%) 72.26% 71.35% -0.91 ppt
Available Ton Kilometers (ATK) 12,962,698 13,498,780 4.14%
Revenue Ton Kilometers (RTK) 9,762,044 10,065,315 3.11%
Load Factor (%) 75.31% 74.56% -0.75 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:

In 2018, the Company had new transportation capacity of passenger transport put into the market, and
the available seat kilometer (thousand) and the revenue passenger kilometer (thousand) increased
compared with 2017; in response to the increase in demand for cargo transport, the FTK (thousand) of
FRTK (thousand) also increased compared with 2017.

5.2.6 Shipments and Sales in the Last Two Years

Unit: thousand kilometers; NTS thousands

2017 2018
Item
RPK/FRTK Amount RPK/FRTK Amount
Passenger Revenue 44,668,163 102,216,106 46,256,379 108,345,648
Cargo Revenue 5,752,743 43,336,068 5,914,889 49,847,065
Other Operating Revenue - 10,569,611 - 12,518,894
Total - 156,121,785 - 170,711,607

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:

The sales volume of both Company's passenger and cargo business in 2018 increased compared to 2017,
mainly due to the introduction of new passenger transportation capacity into the market in 2018, which
led to the increase in Revenue Passenger Kilometer (RPK) and sales; in addition, in 2018, due to the
steady recovery from the economic recession, international trade demand boomed and freight rates
increased, causing cargo business revenue to continue to grow for the whole year of 2018.
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5.3 Huma

n Resources

Year 2017 2018 APR 27, 2019
Number of Male 6,476 6,379 6,302
Female 6,169 6,030 5,937
Employees
Total 12,645 12,409 12,239
Average Age 40.60 41.10 41.40
Average Years of Service 13.30 13.90 14.00
PhDs 0.11% 0.10% 0.09%
Master’s Degrees 10.64% 10.94% 11.10%
. Bachelor’s Degrees 82.66% 82.71% 82.64%
Education - -
Senior High School 6.22% 5.94% 5.89%
Below Senior High 0.37% 0.31% 0.29%
School

5.4 Environmental Protection Expenditure

5.4.1 Total Losses and Penalties: None.

5.4.2 Company Countermeasures to Future Environmental Protection Issues
A. ISO 14001 Environmental Management System and ISO 50001 Energy Management

System

In order to integrate environmental protection operations into the daily operational risk
management operations of the enterprise, China Airlines has introduced a number of international
standard management systems (ISO 14064-1, 1ISO 14001, ISO 50001) since 2009, and has established
and improved the environmental management operation mechanism of the enterprise, covering risk
issues such as greenhouse gases, environmental management and energy management. The
Company has formulated management strategies and action measures for relevant risks and
opportunities identified in various aspects of the environment. Beginning in 2017, the Company
introduced life cycle thinking, completed control over every links of organization's operations; also,
considering the issues of interest to stakeholders, the Company has further improved the level and
perspective of environmental and energy risk management, and become comprehensively in line
with the standard thinking of international enterprises’ sustainable development governance. The
Company also completed the third party audit operation of ISO 14001 and ISO 50001 on December
20, 2018. China Airlines is the second airline in the world and the first in the domestic air transport
service industry to pass both 1SO14001 and ISO50001 certification. It is also the airline with the most
complete scope of certification in the domestic service industry.

. 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 2018, a total of 59 KPI were completed and carbon emissions were reduced by 144,882 tons of
CO2e through conservation of aviation fuel, energy, and vehicle fuel. In 2019, we set up a further 70
KPI and expect to reduce emissions by 132,818 tons of COze over the year.

. Environmental Management Inspection Mechanism

The Company promotes environmental management supervision mechanisms. Each unit
independently implements the first-level audit of environmental management; second-level audit of
environmental management is implemented by the headquarters. The double audit mechanism

ensures that environmental management is implemented in the basic level operations of all units.

The second-level audit (including cause/corrective measures and review operation) was completed
in the second and fourth quarters of 2018. The audit project was carried out according to the
established checklist. It also included the review of the previous audit, the implementation progress
of environmental and energy KPls, and review of the implementation status of the corrective
measures for the inspection results by the Department of Environmental Protection of Taoyuan City.
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D. Employee Environmental Education and Training

To implement the statement of environmental and energy policy of “implementing environmental
and energy conservation education to foster employees’ environmental awareness,” and to achieve
the goal of “environmental protection by all employees,” China Airlines plans an “environmental
education campaign series” every year to implement online or in-class environmental management
education and training in Taiwan to cultivate an environmentally friendly attitude and actions in its
employees. In 2018, regarding the management and update operation of the new version of the
environmental management system, education and training was conducted for all members
(including personnel stationed in affiliated companies); a total of 6,181 people completed the
training. In addition, through the “China Airlines and Me” course, new employees are informed of
the Company's environmental protection and energy conservation policies and practices, and the
consensus of all employees is achieved. Implementation rate is 100%.

In addition to environmental education, China Airlines also publishes new environmental protection

information through employees’ e-mail and the internal promotion platform. In 2018, 6 special
topics and 1 eco-care operation highlight reports were released.

In 2018, a contest calling for ideas on the theme of “designing environmental protection icon” and
voting activities were conducted for all members. A total of 57 submissions were received, and
1,288 colleagues participated in the voting.

E. Carbon Inventory and Reduction Project, in Accordance with International

Management Trends

(1) A solid response to ICAO CORSIA
ICAO plans to promote the “Carbon Offsetting and Reduction Scheme for International Aviation
(CORSIA),” which will be officially launched in 2019. The Company has participated in the IATA
environmental committee and the AAPA environmental protection task force, actively grasping
the progress and regulations of CORSIA, establishing the internal operation momentum of the
Group companies, and simultaneously providing related information to the relevant competent
authorities in Taiwan for reference, while also cooperating with government policies to establish
a response strategy. On the other hand, through the industry and government platform of the
Flight Safety Foundation, China Airlines assists in handling relevant work meetings of CORSIA, so
that domestic government, industry, universities, institutes, and other relevant units can
understand the contents of the international carbon control mechanism.

(2) Implementation of an annual proactive organization greenhouse gas audit
Following the ISO/CNS 14064-1 rules, the Company began greenhouse gas audits in 2009. These
covered flight, ground logistics and office and administrative business; third-party certification
was performed.
In April, 2019, the Company completed the third-party (DNV GL) certification process for 2018,
and obtained a certificate of “Reasonable Assurance”. In 2018, greenhouse gas emissions were
certified at 7,253,362.76 metric tons COze.

(3) A healthy response to the EU Emission Trading Scheme
According to the EU regulations, because the carbon emissions of the Company's 2018 Intra-EU
Flights totaled less than 3,000 metric tons, carbon emissions may be calculated by the
EUROCONTROL simple auxiliary tool; calculation results are as follows: 2018: CO2 emissions of
2,511 tons from 81 flights. The carbon credit limit alloted to the Company by the EU are 7,157
metric tons per year from 2017 to 2020; the balance for 2018 was 4,646 metric tons.

F. Actively Participate In International Environmental Protection Initiatives
Our company works with the Environmental Protection Administration, National Central University,
and the European Union environmental protection unit IAGOS-ERI to carry out the Pacific
Greenhouse Gases Measurement (PGGM) plan. IAGOS instruments were installed on B-18806,
B-18317, and B-18316 aircrafts of the Company in June 2012, July 2016, and July 2017, respectively,
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enabling automatic collection of gas data in the atmosphere during flights from then on for
domestic and international research units to detect and understand the change of gas at high
altitudes, for the purpose of conducting ecological conservation research. During the period from
July 1, 2012, to December 31, 2018, atmospheric data for a total of 9,143 flights was collected,
contributing to the image of Earth's ecology and Taiwan's environmental protection.

. Building an 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.

Beginning in September, 2014, the Company has incorporated fuel-efficient Boeing 777-300ER and
Airbus A350-900 aircraft, and by the end of 2018, had a total of 10 777-300ERs and 14 A350-900s in
the fleet.

In addition to effectively improving fuel efficiency, the introduction of the new fleet can also reduce
the amount of air pollution emitted during take-off and landing of aircraft, taking into account
service efficiency and environmental protection at the same time.

. 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
environmenta-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 impact. The KPI include fuel,
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 1SO14001 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 relevant 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
the latest environmental regulations.
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(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 review 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, labeled, 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 table below) and supports related education campaigns implemented by
the authorities.

5.4.3 Countermeasures Unit: NT$ thousands

Item 2018 2019 2020 2021
Year
Environmental protection equipment and maintenance 14,483 20,000 14,000 14,000
costs (does not include depreciation)
fees fo_r wastewater equipment regular sam;_)llr_1g %0 100 100 100
inspections by inspection agencies and permitting
Waste disposal costs 4,536 4,000 4,000 4,000
Awayon noise control fees (paid to Fhe terminal based 190,357 194,925 194,925 194,925
on airplane model and number of flights)
Fees for establlshm_ent of an envn’_onmental control 4,483 4,000 4,000 4,000
system and strategic research project
Green procurement 27,598 20,000 20,000 20,000

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.
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5.5 Labor Relations

5.5.1 List of employee benefits, training, retirement program, and status of
implementation, and labor-management agreements and protection 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.

B. Retirement Program and Pension Preparations
(1) Labor Standards Act Old-Age Pension System:
The Labor Pension Reserve Supervisory Committee of the Company was established in June 1987
in compliance with letter Bei-Shi-She-l1l-Zi No. 43791 from the Taipei City Government. In past
years, the appropriation and payment of pensions in the old system of the Labor Standards Act
were handled according to the Labor Standards Act. Employees who may claim from the old
system pension account accounts for approximately 51.5% of the employees of the Company
(37.4% of Company employees are subject to both new and old systems). The monthly
appropriation rate of old system pensions has been increasing year by year since 2014 and has
risen to 15% since January 2016, reaching the statutory limit. For employees who meet the
retirement qualifications of Labor Standards Act and whose retirement has taken effect, the
responsible unit shall take initiative to settle the pension, and shall apply to the local government
for expenditure approval and reference or submit to the Taiwan Bank for payment application
according to the relevant regulations of the government; it shall notify the employees to receive
the payment once the check is produced. The deposit of pension reserve funds is supervised by
the Labor Pension Reserve Supervisory Committee of the Company. The business unit regularly
holds a pension supervision committee meeting every three months to report the use of the
pension reserve funds to the members, including the estimated result of the next year’s
appropriation, number of retirements of each quarter, and designated pension reserve funds
account balance, and exchange of retirement related issues.
(2) Labor Pension Act New Pension System:

According to the Labor Pension Statutes promulgated by the government on June 30, 2004, in
order Zong-Tong-Hua-Zong-(1)-Yi-Zi No. 09300121821, for employees who are subject to the
statutes, new system pensions shall be appropriated on a monthly basis to the Bureau of Labor
Insurance according to the statutes starting from July 2005. Employees who may claim from the
new system pension account accounts for approximately 66.5% of the employees of the
Company (29% of Company employees are subject to both new and old systems). The new
system pension appropriation rate is 6% per month, and is deposited into the employee's
designated personal pension account at the Bureau of Labor Insurance. After the retirement
conditions are met, the employee shall apply for payment 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 union representatives attend regular company-wide labor-management
conferences to improve understanding and communication.
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(2) 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: a total of 24 written complaints were handled in 2018.

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) Employee stock ownership trust
In August 1998, the Company set up an employee stock ownership trust, in which employees are
free to participate. The amount, depending on employee position, is deducted directly from their
monthly salary. Through the end of 2018, a total of 1,994 employees participated.

(3) Profit sharing
As per the Company charter, if the Company posts a profit in a given year, it must allocate no less
than three percent as employee bonuses. However, if the Company still has accumulated losses,
it shall first retain a sum of money to make up the deficiency.

(4) 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.

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

(6) Working environment
Workplace compliance with occupational safety standards, gender equality.

E. Signing of Collective Agreement

The Company and Taoyuan Pilots Union signed a Collective Agreement on February 14 and February
21, 2019, effective on the same day; the Union issued a letter to the competent authority for
reference according to the law. The two parties will fulfill the contents of this Agreement, agreeing
that no strikes or industrial actions will be called within the effective period of the Agreement (3
years and 6 months). The Collective Agreement signed with the China Airlines’ company union has
been announced on the Company's “CAL Enterprise Management 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. In
2018, there was a total of 96 counseling visits totaling 164.5 hours.

G. In addition to promoting employee education and training to enhance staff
knowledge and skills, we also continue to accumulate knowledge and encourage
exchange within the Company to build an organization for learning. Through the
management personnel training program and the “China Airlines Lecture Hall”
training system, the Company holds courses to improve employees’ strategic,
management, professional, and general workplace skills.
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(1) To encourage employees to participate in various classes and self-study opportunities provided
by the ROC Workforce Development Agency under the Ministry of Labor, the self-pay portions of
the costs for such courses will be subsidized by the Company after work-relate courses
successfully completed by an employee (in cases where the government provides assistance for
the full amount, no additional subsidy will be paid). Each person may draw a total of NT$5,000 in
such subsidies annually.

(2) Obtained the ROC Ministry of Labor Workforce Development Agency's 2018 training subsidy of
NT$398,776.

(3) Popularize and hold strategic work, management, professional and general skills courses.

* Marketing training: including marketing strategies, customer operations, freight business and
related OJT training, with a total of 209 in-person classes and 73 e-classes, and total of 17,680
people trained.

* Professional technical classes: including enterprise safety/inspection work, flight services, joint
management and EMO, with a total of 3,268 in-person classes and 338 e-classes, and a total of
68,205 people trained.

® Service: including service quality assurance, introduction to public relations, service business,
ground services operations and in-flight products, with a total of 616 in-person classes and 255

e-classes, and a total of 20,169 people trained.

® Other: including investment management unit business, law and insurance, financial,

information technology, and human resources management, with a total of 188 in-person
classes and 57 e-classes, and a total of 26,992 people trained.

5.5.2 CAL has established an employee code of conduct or ethical code and

553

arranges pre-employment Employee Rights and Responsibilities classes
for new hires. The main content of the Company’s Employee Code of

Conduct is as follows:

The Company’s Employee Code of Conduct 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. The Company includes an assessment and consideration of the foregoing
items of workplace behavior in its annual results; employees unable to respect or who violate the
foregoing regulations governing workplace behavior are penalized based on the Company's regulations
governing rewards and penalties, based on the severity of the offense.

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 environment monitoring, and safety
inspections. Furthermore, we launched workplace incident education to enhance 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.
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5.5.4 Over the most recent year through the date of the publication of this

report, the estimated value of any losses or potential future losses due to

labor disputes

From 2018 to April 27, 2019, the Company was fined a total of NT$4.66 million by the government
labor authorities for labor disputes or imperfections after labor inspections. In addition, the derivative
compensation for customers’ losses and various expenses from the strike incident called by the
Taoyuan Pilots Union in February 2019 was preliminarily estimated to be NT$154 million; from
February 8 to February 14, a total of 214 flights were canceled, and the accumulated revenue loss was
estimated to be around NT$500 million. In the end, according to the fifth appeal of the Agreement
between the two parties, it was promised that the full salary of the 13th month would be changed to a
flight safety bonus. The amount of the bonus was agreed at the negotiation meeting on February 21. It
was estimated that the annual expenditure will increase by around NT$190 million.

In view of the losses in the Company's operation and goodwill caused by this labor dispute, the
Company will continue to conduct positive communication and negotiation with the union, and hope to
achieve the goal of caring for employees’ welfare and improving the quality work environment by
maintaining a genial interaction mechanism between the parties, and, through comprehensive
improvement of the satisfaction of employees in all categories, eliminating the issues that may arise
from unnecessary labor disputes.

5.6 Major Contracts

Agreement Counterparty Period Major Contents Restrictions
Lease SASOFIV Aviation Ireland DAC 02/2006-02/2022 Aircraft Type:A330-300/No.:B-18351 -
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 SASOFIV Aviation Ireland DAC 02/2007-02/2023 Aircraft Type:A330-300/No.:B-18352 -
Lease Zhong Hang Co., Ltd. 04/2007-04/2019 Aircraft Type:A330-300/No.:B-18315 -
Lease AerCap Ireland Limited 05/2008-05/2024 Aircraft Type:A330-300/No.:B-18353 -
Lease Bluesky Magical 1001 Leasing Co. 11/2010-11/2022 Aircraft Type:A330-300/No.:B-18355 -

MSN 1272&1278 Aircraft Leasing . . .
Lease (Cayman) Limited 12/2011-12/2023 Aircraft Type:A330-300/No.:B-18356 -

MSN 1272&1278 Aircraft Leasing ) . .
Lease (Cayman) Limited 01/2012-01/2024 Aircraft Type:A330-300/No.:B-18357 -
Lease AS Air Lease 83 Ireland Limited 10/2012-10/2024 Aircraft Type:A330-300/No.:B-18358 -
Lease AS Air Lease 83 Ireland Limited 12/2012-12/2024 Aircraft Type:A330-300/No.:B-18359 -
Lease Sky Aircraft A1450 Limited 12/2013-12/2025 Aircraft Type:A330-300/No.:B-18360 -
Lease i?:ﬁté(‘j“at"’" (Ireland) AOE 5 06/2014-06/2026 Aircraft Type:A330-300/No.:B-18361 -
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 -
Lease Avolon Aerospace AOE 73 Limited 03/2014-03/2022 Aircraft Type:737-800/No.:B-18655 -
Lease Avolon Aerospace AOE 78 Limited 05/2014-05/2022 Aircraft Type:737-800/No.:B-18656 -
Lease SMBC Aviation Capital (UK) Limited 06/2014-06/2022 Aircraft Type:737-800/No.:B-18657 -
Lease E'c')p Tt‘;' 196 Co,, Ltd./Flip No. 197 10/2014-09/2026 Aircraft Type:777-300ER/No.:B-18051 -
Lease Oriental Leasing 4 Company Limited 10/2014-10/2026 Aircraft Type:777-300ER/No.:B-18052 -
Lease Ei:?:;:' Aviation Trading 34 11/2014-11/2026 Aircraft Type:777-300ER/No.:B-18053 -

Wilmington Trust SP Services ) . .
Lease (Dublin) Limited 01/2015-01/2027 Aircraft Type:777-300ER/No.:B-18055 -
Lease f:‘ny“'t";ih XKXVII Leasing Company 05/2015-05/2027 Aircraft Type:777-300ER/No.:B-18001 -
Lease E:‘r:’"'t";ih XXXVII Leasing Company 06/2015-06/2027 Aircraft Type:777-300ER/No.:B-18002 .
Lease f:(n‘::;ih XXXVl Leasing Company 08/2015-08/2027 Aircraft Type:777-300ER/No.:B-18003 -
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 -
Lease Sky High XXXVII Leasing Company 10/2015-10/2027 Aircraft Type:777-300ER/No.:B-18005 .

Limited
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Agreement Counterparty Period Major Contents Restrictions
Lease f:‘n‘::;ih XKXVIIl Leasing Company 01/2016-01/2028 Aircraft Type:777-300ER/No.:B-18006 -
Lease UMB Bank N.A. 03/2016-03/2024 Aircraft Type:737-800/No.:B-18660 -
Lease f:‘n‘::;ih XXXIX Leasing Company 05/2016-05/2028 Aircraft Type:777-300ER/No.:B-18007 -
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 -
Lease BOC Aviation Limited 01/2017-01/2025 Aircraft Type:737-800/No.:B-18666 -
Lease BOC Aviation Limited 02/2017-12/2025 Aircraft Type:737-800/No.:B-18667 -
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 Taiwan Business Bank 04/2011-04/2018 Test Cell -
Loan Taipei Fubon Commercial Bank 10/2012-10/2019 Aircraft Type:737-800/No.:B-18610&B18617 -
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 Bank of Taiwan 03/2014-03/2019 Unsecured Loan -
Loan Hua Nan Commercial Bank 06/2014-06/2019 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 Hua Nan Commercial Bank 03/2015-03/2020 Unsecured Loan -

Mega International Commercial .
Loan Bank 07/2015-07/2020 Aircraft Type:747-400F/No.:B-18711 -
Loan Bank of America Corporation 01/2016-01/2019 Unsecured Loan -
Loan Ta Chong Commercial Bank 01/2016-01/2018 Unsecured Loan -
Loan E.SUN Commercial Bank 06/2016-06/2019 Unsecured Loan -
Loan Hua Nan Commercial Bank 06/2016-06/2021 Unsecured Loan -
Mega International Commercial
Loan 08/2016-11/2018 Unsecured Loan -
Bank
Loan Land Bank of Taiwan 09/2016-09/2018 Unsecured Loan -
Loan KGI Bank 09/2016-12/2018 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 03/2017-11/2018 Unsecured Loan -
Loan Bank SinoPac 03/2017-12/2018 Unsecured Loan -
Loan Agricultural Bank of Taiwan 04/2017-04/2029 Aircraft Type:A350-900/No.:B-18905 -
Loan Taiwan Business Bank 04/2017-04/2029 Aircraft Type:A350-900/No.:B-18905 -
Mega International Commercial
Loan 05/2017-08/2019 Unsecured Loan -
Bank
The Export-Import Bank of the
Loan j ) 06/2017-06/2019 Unsecured Loan -
Republic of China
Loan Hua Nan Commercial Bank 06/2017-06/2029 Aircraft Type:A350-900/No.:B-18906 -
Loan 0-Bank 07/2017-11/2018 Unsecured Loan -
Loan China Construction Bank 11/2017-11/2029 Aircraft Type:A350-900/No.:B-18903 -
Corporation
Loan Bank of Taiwan 04/2018-04/2030 Aircraft Type:A350-900/No.:B-18907 -
Bills Union Bank of Taiwan 01/2015-02/2018 FRCP -
Bills Mega Bills 03/2015-05/2018 FRCP -

. International Bills Finance Corp. and . .

Bills . 12/2015-03/2019 FRCP Joint Underwriting, -
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 and . »

Bills . 12/2016-12/2020 FRCP Joint Underwriting, -
syndicate
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Agreement Counterparty Period Major Contents Restrictions
. China Bills Finance Corporation and . »
Bills . 10/2017-04/2022 FRCP Joint Underwriting, -
syndicate
According to the original contract, it was agreed
Surface Rights that the contract would be renewed for 10
Registration | Northern Region Branch of years (the third period); rent is adjusted
Contract of National Property Administration 2016/12/31-2026/12/30 according to the government assessed land -
Taipei CAL of the Ministry of Finance value and government published land value of
Building the land authority, and is collected at an annual
rent rate of 5%.
Leasing premises:
Part of floor B1 of the CAL Building, which is
located at No. 131, Sec. 3, Nanjing E. Rd., Taipei
City, the area is 169.6 ping (approximately 561
square meters); 1st floor, an area of 142.5 ping
Taipei CAL (approximately 471 square meters); 4 floors
Building Lease | FX Hotels Taiwan 99/09/01-2026/12/30 from the 10th floor to 13th floor, a total area of -
Contract 2,145 ping (approximately 7,091 square
meters). The total area of the above-mentioned
is 2,457.1 ping (approximately 8,123 square
meters).
Leasing of 11 parking spaces on the 1st floor
and floor B1.
Leasing premises:
Entire are of the 7th floor of the CAL Building,
Taipei CAL ‘ . which i‘s Io-ca‘ted at No.131, Se(‘:. 3, Nanjing E.
Building Lease OEC Freight Worldwide Co., Ltd. of 2016/03/01-115/12/31 Rd., Talpel City; the total area is 543.!'?4 ping )
Contract the OEC Group (approximately 1,797 squar.e meters); part of
floor B1, an area of 15.25 ping (approximately
50 square meters); 1 parking space on floor B1
and 12 parking spaces on floor B2.
Construction period:
2012/01-2012/07
Leasing start date: The day the Leasing premises: In
Nankan CAL lessee opens business to the One land at Jinzhong Section, Luzhu District, accordance
Park Land . . public in the leased building, or Taoyuan City with parcel number of 705, and .
Costco President Taiwan Inc. o A with
Lease the day after the expiration of one | one land used for road facing Nankan Road R
Contract year from the date of with parcel number 705-1 and total area of notarized
commencement of construction. 8,382.05 ping (27,709.21 square meters). text
Period of leasing: 20 years since
the leasing start date.
Leasing premises:
CAL Building, which is located at No.81,
Zhonghua 3rd Rd., Qianjin Dist., Kaohsiung City
Floor B1, an area of 115.91 ping (approximately
471 square meters); 1st floor, an area of 101.89
Kaohsiung ping (approximately 337 square meters);
CAL Building ) double layer of 24.07 ping (approximately 80
Lease FX Hotels Taiwan 2012/12/31-2032/12/30 square meters); 11 floors from 2nd floor to .
Contract 12th floor, total area of 1,083.94 ping
(approximately 3,583 square meters);
penthouse of 35.45 ping (approximately 117
square meters). The total area of the
aforementioned is 1,361.26 ping
(approximately 4,500 square meters).
2019/01/01-2021/12/31 Leasing premises:
The contract will be automatically | Administration Center Building of the corporate
CAL Park T .
. renewed for 1 year upon headquarters, Crew Center Building, Flight
Building Lease | Cal Park Co., Ltd. - . . L o . -
Contract expiration of this period and Training Center Building, Basement (Parking
contract renewal shall be made | Lot). The total area is 25,140 ping
every two years. (approximately 83,107 square meters).
Engineering
consulting
company R . Operating space requirements and interface
commissioned T'Y'!'m Tam{an Consulting 2019/03/01-2020/11/30 management for China Airlines Group’s -
. Engineers. inc. Lo )
technical stationing in the terminal 3 area of Taoyuan.
service
category
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VI.

6.1

Financial Information
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)
2019 (As of March 31) (Note 3)
Item 2014(Note 4) | 2015 (Note5) | 2016 (Note6) | 2017 (Note7) | 2018 (Note 8)
Current assets 40,910,490 45,642,615 47,338,201 47,411,834 52,827,560 45,785,380
Property, Plant and
i 142,655,066 129,628,866 140,136,737 153,617,531 163,107,718 160,105,308
Equipment
Intangible assets 670,997 1,009,678 1,137,115 1,019,345 1,210,796 1,180,239
Other assets 44,837,474 45,645,150 35,888,706 23,850,922 12,990,508 88,548,771
Total assets 229,074,027 221,926,309 224,500,759 225,899,632 230,136,582 295,619,698
Before
o 61,357,995 68,220,452 68,605,724 60,289,113 60,949,892 64,730,022
Current distribution
liabilities After
o 61,357,995 70,728,977 68,605,724 61,482,783 - Not yet allocated
distribution
Non-current liabilities 116,730,020 93,149,314 98,027,837 106,453,000 109,139,606 171,070,496
Before
. 178,088,015 161,369,766 166,633,561 166,742,113 170,089,498 235,800,518
o distribution
Total liabilities pr
ter
o 178,088,015 163,878,291 166,633,561 167,935,783 - Not yet allocated
distribution
Equity attributable to
48,664,275 58,269,896 55,783,817 57,023,237 57,081,572 56,777,688
shareholders of the parent
Capital stock 52,491,666 54,708,901 54,708,901 54,709,846 54,209,846 54,209,846
Capital surplus (Note 4) 480,462 798,415 799,932 799,999 1,241,214 1,241,214
Before
. o (3,870,736) 2,872,235 206,092 1,664,405 1,615,661 1,371,957
Retained distribution
earnings After
o (2,358,783) 363,710 206,092 470,735 - Not yet allocated
distribution
Other equity interest (1,905,698) (66,283) 112,264 (107,641) 58,223 (1,957)
Treasury shares (43,372) (43,372) (43,372) (43,372) (43,372) (43,372)
Non-controlling interest 2,321,737 2,286,647 2,083,381 2,134,282 2,965,512 3,041,492
Before
o 50,986,012 60,556,543 57,867,198 59,157,519 60,047,084 59,819,180
__|distribution
Total equity Af
ter
o 50,986,012 58,048,018 57,867,198 57,963,849 - Not yet allocated
distribution
Note 1: 2014 - 2018 annual financial information was verified by Deloitte & Touche.

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

Note 7:

Note 8:

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.
As of the date of printing of this annual report, 2019 Q1 financial information has not yet been reviewed by Deloitte & Touche.

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.

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.

The 2016 Deficit Compensation Proposal was passed at the shareholder meeting held on June 22, 2017, with legal reserve bonds of NT$81,132,000
making up the shortfall.

For the matter of 2017 surplus earnings distribution, after approved by the resolution of the general meeting on June 27, 2018, the legal reserve
appropriated was NT$145,831,000, the special reserve appropriated was NT$118,810,000 and the cash dividend distributed was NT$1,193,670,000.
The 2018 Surplus Distribution Proposal resolution was passed at the 5th meeting of the 21st Board of Directors on March 20, 2019, but has not yet been
approved at the shareholders' regular meeting.
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6.1.2 Consolidated Condensed Statement of Comprehensive Income — Based on

IFRS

Unit: NTS thousands; EPS (net) = NTS

Year Financial Summary for the Last Five Years (Note 1 2019 (As of March 31)
Item 2014 2015 2016 2017 2018 (Note 3)
Revenue 150,581,742 145,056,217 141,079,107 156,121,785 170,711,607 40,405,348
Gross profit 13,631,370 20,268,374 18,005,906 21,972,411 17,207,531 4,213,439
Operating Profit 2,518,747 8,129,197 4,564,687 8,826,160 4,022,383 761,473
Non-operating Income and Expenses (2,156,321) (994,312) (2,684,836) (5,302,197) (941,134) (719,112)
Pretax Profit (Loss) 362,426 7,134,885 1,879,851 3,523,963 3,081,249 42,361
Income from operations of continued
(597,488) 5,926,210 710,940 2,490,792 2,272,684 (146,876)
segments - after tax
Income from discontinued operations - - - - - -
Net Income (Loss) (597,488) 5,926,210 710,940 2,490,792 2,272,684 (146,876)
Other comprehensive income
(1,947,078) 1,269,760 (681,669) (1,113,176) (578,363) (64,544)
(Income/Loss after taxes)
Total Comprehensive Gain (Loss) for
(2,544,566) 7,195,970 29,271 1,377,616 1,694,321 (211,420)
the Year
Net income attributable to
(749,073) 5,763,714 571,540 2,208,066 1,790,361 (243,704)
shareholders of the parent
Net income attributable to
L 151,585 162,496 139,400 282,726 482,323 96,828
non-controlling interest
Comprehensive income attributable to
(2,693,811) 7,072,042 26,103 1,240,677 1,258,035 (312,357)
Shareholders of the parent
Comprehensive income attributable to
o 149,245 123,928 3,168 136,939 436,286 100,937
non-controlling interest
Earnings (Loss) per share (0.14) 1.06 0.10 0.40 0.33 (0.04)

Note 1: 2014 - 2018 annual financial information was verified by Deloitte & Touche.

Note 2: 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 2019 Q1 financial information has not yet been reviewed by Deloitte & Touche.
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6.1.3 Condensed Balance Sheet — Based on IFRS (Parent Company Only)

Unit: NTS thousands

Year Financial Summary for the Last Five Years (Note 1) 2019 (As of March 31)
Item 2014(Note 4) 2015 (Note 5) 2016 (Note 6) 2017 (Note 7) 2018 (Note 8) (Note 3)
Current assets 34,477,533 37,904,039 39,908,492 37,933,696 42,932,859 -
Property, Plant and
i 131,178,428 118,446,472 129,121,632 142,265,548 149,029,054 -
Equipment
Intangible assets 649,614 990,307 1,115,101 989,327 979,708 -
Other assets 51,594,035 51,802,032 41,394,218 30,729,421 21,972,600 -
Total assets 217,899,610 209,142,850 211,539,443 211,917,992 214,914,221 -
Before
o 59,079,846 64,725,525 64,339,805 54,925,364 55,179,834 -
Current distribution
liabilities After
o 59,079,846 67,234,050 64,339,805 56,119,034 - -
distribution
Non-current liabilities 110,155,489 86,147,429 91,415,821 99,969,391 102,652,815 -
Before
. 169,235,335 150,872,954 155,755,626 154,894,755 157,832,649 -
Total distribution
liabilities After
o 169,235,335 153,381,479 155,755,626 156,088,425 - -
distribution
Equity attributable to
48,664,275 58,269,896 55,783,817 57,023,237 57,081,572 -
shareholders of the parent
Capital stock 52,491,666 54,708,901 54,708,901 54,709,846 54,209,846 -
Capital surplus (Note 4) 480,462 798,415 799,932 799,999 1,241,214 -
Before
) T (3,870,736) 2,872,235 206,092 1,664,405 1,615,661 -
Retained distribution
earnings After
o (2,358,783) 363,710 206,092 470,735 - -
distribution
Other equity interest (1,905,698) (66,283) 112,264 (107,641) 58,223 -
Treasury shares (43,372) (43,372) (43,372) (43,372) (43,372) -
Non-controlling interest - - - - - -
Before
o 48,664,275 58,269,896 55,783,817 57,023,237 57,081,572 -
Total distribution
equity After
o 48,664,275 55,761,371 55,783,817 55,829,567 - -
distribution

Note 1: 2014 - 2018 annual financial information was verified by Deloitte & Touche.

Note 2: 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 prepared an individual financial statement for Q1 2019.

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 by the Shareholders’ General Meeting held on June 22, 2017, using a statutory surplus reserve of
NT$81,132,000 to cover the deficit.

Note 7: For the matter of 2017 surplus earnings distribution, after approved by the resolution of the general meeting on June 27, 2018, the legal reserve
appropriated was NT$145,831,000, the special reserve appropriated was NT$118,810,000 and the cash dividend distributed was NT$1,193,670,000.

Note 8: The 2018 Surplus Distribution Proposal resolution was passed at the 5th meeting of the 21st Board of Directors on March 20, 2019, but has not yet been
approved at the shareholders' regular meeting.
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6.1.4 Condensed Statement of Comprehensive Income — Based on IFRS (Parent

Company Only)
Unit: NTS thousands; EPS (net) = NTS
Year Financial Summary for the Last Five Years (Note 1) 2019 (As of March 31)

Item 2014 2015 2016 2017 2018 (Note 3)
Revenue 139,726,168 133,441,725 127,524,864 139,815,211 150,264,792
Gross profit 10,917,174 17,623,801 15,275,980 17,966,397 12,649,836
Operating Profit 1,870,191 7,885,097 4,475,707 7,358,114 1,847,567
Non-operating Income

(1,820,766) (1,047,275) (2,938,456) (4,269,911) 468,064
and Expenses
Pretax Profit(Loss) 49,425 6,837,822 1,537,251 3,088,203 2,315,631
Income from operations
of continued segments - (749,073) 5,763,714 571,540 2,208,066 1,790,361
after tax
Income from
discontinued operations ) ) ) ) )
Net Income(Loss) (749,073) 5,763,714 571,540 2,208,066 1,790,361
Other comprehensive
income (1,944,738) 1,308,328 (545,437) (967,389) (532,326)
(income/Loss after tax)
Total Comprehensive
Gain (Loss) For The (2,693,811) 7,072,042 26,103 1,240,677 1,258,035
Year
Net income
attributable to

(0.14) 1.06 0.10 0.40 0.33

shareholders of the
parent

Note 1: 2014 - 2018 annual financial information was verified by Deloitte & Touche.
Note 2: 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 prepared an individual financial statement for Q1 2019.
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6.1.5 Condensed Balance Sheet — Based on ROC GAAP (Parent Company Only):
Not Applicable.

6.1.6 Condensed Statement of Comprehensive Income — Based on ROC GAAP
(Parent Company Only): Not Applicable.

6.1.7 Auditors’ Opinions from 2014 to 2018

Year Accounting Firm Name of CPA Audit 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
2017 Deloitte & Touche Yang, Chen-Hsiu; Chen, Li-Chi Unqualified Opinion
2018 Deloitte & Touche Yang, Chen-Hsiu; Huang, Jui-chan Unqualified Opinion

Note: 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)
2019 (As of March 31)
2014 2015 2016 2017 2018 (Note 3)
Item (Note 4)
Debt Ratio 77.74 72.71 74.22 73.81 73.91 79.76
(%) Ratio of long-term capital to
oroperty, plant and equipment 117.57 118.57 111.24 107.81 103.73 144.21
Current ratio 66.68 66.90 69.00 78.64 86.67 70.73
Solvency (%) Quick ratio 53.49 53.06 53.16 59.46 67.50 54.97
Interest earned ratio (times) 115.55 496.25 265.40 369.02 338.05 100.88
Accounts receivable turnover (times) 17.45 16.98 17.67 18.40 18.30 16.84
Average collection period 20.91 21.49 20.66 19.84 19.95 21.67
Inventory turnover (times) - - - - - -
Operating Accounts payable turnover (times) - - - - - -
performance | Average days in sales - - - - - -
::::j\:g (i’il;':;nd equipment 1.03 1.07 1.05 1.06 1.08 1.00
Total assets turnover (times) 0.67 0.64 0.63 0.69 0.75 0.61
Return on total assets (%) 0.48 3.28 0.80 1.60 1.48 0.84
Return on stockholders' equity (%) (1.15) 10.63 1.20 4.26 3.81 (0.98)
Profitability Pre-tax income to paid-in capital (%) 0.69 13.04 3.44 6.44 5.68 0.31
Profit ratio (%) (0.40) 4.09 0.50 1.60 1.33 (0.36)
Earnings per share (NTS) (0.14) 1.06 0.10 0.40 0.33 (0.04)
Cash flow ratio (%) 27.56 46.60 25.71 47.35 41.33 69.95
Cash flow Cash flow adequacy ratio (%) 207.19 233.25 303.17 351.58 361.41 562.77
Cash reinvestment ratio (%) 5.48 10.56 4.83 8.82 7.59 14.81
Operating leverage 8.19 3.21 4.99 3.16 6.00 11.93
Leverage
Financial leverage 5.04 1.28 1.40 1.18 1.52 (6.66)
Analysis of financial ratio differences for the last two years. (Not required if the difference does not exceed 20%)
1. Degree of operating leverage: Mainly due to the decrease in operating profit in 2018 compared with the same period of last year, resulting in the increased
degree of operating leverage.
2. Degree of financial leverage: Mainly due to the decrease in operating profit in 2018 compared with the same period of last year, resulting in the increased
degree of financial leverage.
3. In 2019, the Company began using the financial reporting standards (IFRS 16) and new accounting code like right-of-use asset and leased liability, so the
standard has been applied results the increased degree of financial structure and cash flow.
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6.2.2 Financial Analysis — Based on IFRS (Parent Company Only)

Year Financial Summary for the Last Five Years (Note 1)
2019 (As of March 31)
Item (Note 4) 2014 2015 2016 2017 2018 (Note 3)
Financial structure Debt Ratio 77.67 72.14 73.63 73.09 73.44
Ratio of long-term capital to fixed
(%) 121.07 121.93 114.00 110.35 107.18
assets
Current ratio 58.36 58.56 62.03 69.06 77.81
Solvency (%) Quick ratio 45.32 44.54 45.82 49.03 57.87
Interest earned ratio (times) 100.38 495.43 246.03 350.56 292.02
Accounts receivable turnover
(times) 16.23 15.56 15.92 16.62 16.57
Average collection period 22.49 23.46 22.92 21.96 22.46
Operating Inventory turnover (times) - - - - -
performance Accounts payable turnover (times) - - - - -
Average days in sales - - - - -
Fixed assets turnover (times) 1.03 1.07 1.03 1.03 1.03
Total assets turnover (times) 0.65 0.62 0.61 0.66 0.70
Return on total assets (%) 0.41 3.36 0.75 1.54 1.33
Return on stockholders' equity (%) (1.51) 10.78 1.00 3.91 3.14
Profitability Pre-tax income to paid-in capital (%) 0.09 12.50 2.81 5.64 4.27
Profit ratio (%) (0.54) 432 0.45 1.58 1.19
Earnings per share (NT$) (0.14) 1.06 0.10 0.40 0.33
Cash flow ratio (%) 25.44 47.38 26.71 47.41 39.42
Cash flow Cash flow adequacy ratio (%) 209.68 232.93 309.01 357.86 373.29
Cash reinvestment ratio (%) 5.10 10.74 4.94 8.48 6.90
Operating leverage 10.21 3.15 4.85 3.46 11.25
Leverage
Financial leverage (19.66) 1.28 1.38 1.21 3.45
Analysis of financial ratio differences for the last two years. (Not required if the difference does not exceed 20%)
1. Profitability As the net profit after tax in 2018 decreased compared with the same period of last year, each item of profitability also decreased.
2. Degree of operating leverage: Mainly due to the decrease in operating profit in 2018 compared with the same period of last year, resulting in the increased
degree of operating leverage.
3. Degree of financial leverage: Mainly due to the decrease in operating profit in 2018 compared with the same period of last year, resulting in the increased
degree of financial leverage.

Note 1: 2013 - 2017 annual financial information was verified by Deloitte & Touche.

Note 2: 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 printing of this annual report, Q1 2018 consolidated financial information has not yet been reviewed by Deloitte & Touche. The Company has not prepared
an individual financial statement for Q1 2018.

Note 4: 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
(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)
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6.2.3 Consolidated Financial Analysis — Based on ROC GAAP: Not Applicable.

6.2.4 Financial Analysis — Based on ROC GAAP (Parent Company Only): Not
Applicable.
6.3 Consolidated Financial Statements for the Years Ended
December 31, 2018 and 2017, and Independent Auditors’ Report:
Please refer to Appendix 1.

6.4 Parent Company Only Financial Statements for the Years Ended
December 31, 2018 and 2017, and Independent Auditors’ Report:
Please refer to Appendix 2.
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6.5 Audit Committee’s Report
Audit Committee Report

The Board of Directors shall create and send (1) the 2018 consolidated financial statement and
individual financial statement that have been jointly audited by Deloitte CPAs Yang, Chen-Hsiu and
Huang, Jui-chan who released an official unqualified opinion by March 20, 2019, and (2) the 2018
business report and Earnings Distribution 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: Chang, Hsieh Gen-Sen

March 20, 2019
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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: NTS thousands

Year A P Difference

=t Amount %

Current Assets 52,827,560 47,411,834 5,415,726 11.42
Property, Plant and Equipment 163,107,718 153,617,531 9,490,187 6.18
Intangible Assets 1,210,796 1,019,345 191,451 18.78
Other Assets 12,990,508 23,850,922 (10,860,414) (45.53)
Total Assets 230,136,582 225,899,632 4,236,950 1.88
Current Liabilities 60,949,892 60,289,113 660,779 1.10
Non-Current Liabilities 109,139,606 106,453,000 2,686,606 2.52
Total Liabilities 170,089,498 166,742,113 3,347,385 2.01
Capital stock 54,209,846 54,709,846 (500,000) (0.91)
Capital surplus 1,241,214 799,999 441,215 55.15
Retained Earnings 1,615,661 1,664,405 (48,744) (2.93)
Other Equity 58,223 (107,641) 165,864 154.09
Treasury shares (43,372) (43,372) - -
Non-Controlling Interests 2,965,512 2,134,282 831,230 38.95
Total Equity 60,047,084 59,157,519 889,565 1.50

Analysis of changes in financial ratios:

1. Other assets: Mainly due to the delivery of 4 A350 aircrafts in 2018, aircraft purchasing advance payment was reclassified as Property, Plant
and Equipment.

. Retained earnings: In 2018, the sixth domestic convertible bond was issued, increasing the additional paid-in capital by NT$410 million.

. Other equity: Mainly due to the changes in the fair value of financial assets and hedging instruments measured by fair value of other
comprehensive profit and loss cases.

4. Non-controlling interest: Shareholdings in Kaohsiung Airport Catering Services Ltd. were increased in 2018; it became a consolidated

entity, resulting in an increase in non-controlling interests.
Future response actions: The above changes do not significantly affect the Company.

w N
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7.2 Analysis of Financial Performance (Consolidated)

Financial Performance Analysis Table Unit: NT$ thousands
Difference
Year 2018 2017

Item Amount %
Revenue 170,711,607 156,121,785 14,589,822 9.35
Cost 153,504,076 134,149,374 19,354,702 14.43
Gross Profit 17,207,531 21,972,411 (4,764,880) (21.69)
Operating Expenses 13,185,148 13,146,251 38,897 0.30
Operating Income 4,022,383 8,826,160 (4,803,777) (54.43)
Non-operating Income and

(941,134) (5,302,197) 4,361,063 82.25
Expenses
Pretax Profit 3,081,249 3,523,963 (442,714) (12.56)
Income Tax Expense 808,565 1,033,171 (224,606) (21.74)
Net Income (Loss) 2,272,684 2,490,792 (218,108) (8.76)
Other Comprehensive Income (578,363) (1,113,176) 534,813 48.04
Total Comprehensive Gain (Loss)

1,694,321 1,377,616 316,705 22.99
for the Year

Analysis of changes in financial ratios:

1. Operating income, pretax profit, and net income for the period: Each profit item of 2018 was lower than those of 2017, mainly due to the
substantial increase in fuel costs.

2. Non-operating income and expenses: In 2018 and 2017, affected by the elimination of fleet, impairment losses of NT$125 million and
NTS$4,262 million were recognized, respectively.

3. Other comprehensive income (net): Mainly due to the changes in the fair value of financial assets and hedging instruments measured by

fair value of other comprehensive profit and loss cases.
4. Total comprehensive income for the period: The combined effects of the above descriptions 1, 2, and 3.

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

Unit: NTS thousands

Difference
| Year 2018 2017
tem Amount %

Cash and Cash Equivalents, Beginning of Year 22,585,332 24,267,197 (1,681,865) (6.93)
Net Cash Flow from Operating Activities 25,188,007 28,547,018 (3,359,011) (11.77)
Net Cash Flow from Investing Activities (18,440,662) (25,792,340) 7,351,678 28.50
Net Cash Flow from Financing Activities (4,386,909) (4,669,431) 282,522 6.05
Exchange Rate Adjustment (8,231) 232,888 (241,119) (103.53)
Cash and Cash Equivalents, End of Year 24,937,537 22,585,332 2,352,205 10.41

Analysis of change in cash flow in the current year: The difference in cash flow of the investing activities was mainly due to the decrease in
aircraft purchasing advance payment in 2018 compared with that of the same period in 2017.

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$18.69 billion and estimated net cash flow from operating
activity for the year is NT$25.78 billion. Cash flow from investment and financing activities are estimated to total
NTS$8.96 billion and NT$31 billion respectively. The cash shortfall was made up through corporate bond issuance,
and medium-term unsecured loans of NTS12 billion and the cash and cash equivalents at the end of the year totaled

NTS16.51 billion.

7.4 Major Capital Expenditure Items (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 enhance 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 2018 totaled NT$1.919 billion.

In the coming year, for the Company’s re-investment businesses, we will continue to carry out the
hangar construction of the Taiwan Aircraft Maintenance and Engineering Co., Ltd. We will also evaluate
various potential investment possibilities in aspects such as passenger transport, cargo transport, aircraft
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
remain aware of economic and financial developments both in Taiwan and overseas to develop a
hedging strategy, evaluate performance of derivatives, and set an 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.

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 100.

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

1.Information Security
In order to construct a comprehensive information security protection capability and cultivate good
information security awareness among colleagues, the Company has established relevant
maintenance plans and operating procedures in accordance with the Cyber Security Management Act.
It has also implemented the establishment of various protection measures and supervised the
operation situation of information security management according to the law to ensure that the
confidentiality, integrity, availability and compliance of the Company's information and
communication system and assets are in compliance with the requirements of relevant laws and
regulations, while also being protected from internal or external, intentional or accidental threats.

2.Information Security Governance System
In order to strengthen the Company's information and communication security and improve the
information and communication security management system, the Company has established the
“China Aviation Information and Communication Security Task Force,” which is responsible for the
development of the Company's information and communication security policy, the implementation
of information and communication security education and training, confidential and sensitive
information protection, information and communication security for intelligence assessments,
handling of emergency notification/response, and regular review of the appropriateness of the
information and communication security policy and goals in information and communication security
management review meetings.

The Convener of the
Information and
Communication Security
Promotion Task Force

The Information
Security Management
Representative

The Executive The Performance

Secreta Management
Y Task Force
The Information The Strategic
Security Protection Planning Task
Task Force Force

3.Information Security Management Mechanism
The major directions of Company's information security strategy have been focused on three aspects,
including information security governance, daily maintenance and operation, and infrastructure
protection, in which there are contained risk management, legal compliance, and corporate policies;
the strategy fully enhances the Company's information security protection capabilities from internal
systems to external regulations, and from the level of personnel to that of organization.
In view of currently prevalent external attacks and ransomware, the Company communicates with
international information security vendors every year, regularly pays attention to the issues of
information security, and plans the response measures. Meanwhile, professional information security
courses and training sessions have been conducted for designated information security personnel to
strengthen their ability to detect and handle such incidents upon occurrence and to respond
accordingly.
Furthermore, to strengthen the Company's information security management, in addition to
conducting regular information security examinations and external penetration tests, the Company
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also successively obtained credit card transaction environment PCI-DSS compliance, PIMS personal
information management system, 1ISO27001 compliant data center and other international
certifications, to ensure the reduction of information security risk; In terms of program development,
secure development operation specifications were also established with reference to international
standards, implementing the SDLLC Secure Software Development lifecycle. In the future, we will
continue to strengthen information security protection and establish a joint defense mechanism.

4. Personal Information Management
In 2014, the Company established the “Personal Information Management Committee,” and
formulated and disclosed on the Company's official website the “Information Security Policy” to
protect the privacy of all customers' personal information. In addition, in 2018, a Data Protection
Officer position and a personal information management task force were set up; an external
professional consultant team was introduced to establish a systematic management system that links
personal information protection with organizational operations by the “PDCA Methodology” in
response to the the EU General Data Protection Regulation (GDPR). The implementation report of
personal information management project was reported to the Board of Directors on January 21, 2019,
and the Committee reports the implementation status to the Board of Directors on a regular basis
every year in accordance with the Article 38 of GDPR. In the future, the Company will continue to
maintain customer privacy in accordance with high standards.

7.6.6 The Impact of Changes in Corporate Image on Corporate Risk

Management, and the Company’s Response Measures:

The Company continues to improve its navigational matters and aircraft maintenance, guard flight safety,
and implement various service details in the SOP+ spirit; actively invest in social welfare and fulfill the
responsibilities of corporate citizenship; incorporate environmental management into our operational
focuses. If there is any untrue or negative news, message, or incident that affects the Company’s image,
we will respond immediately and explain, clarify, and communicate with the public, and post explanation
on our website or social media platform if necessary, to reduce the negative effects.

The Company has faced the challenge of labor disputes turning into petition and protest activities. In
order to avoid losses that cannot be estimated in operations and goodwill, the Company will maintain a
genial interaction mechanism through diversified communication channels to achieve the goal of caring
for employees’ welfare and improving the quality work environment, and through comprehensive
improvement of the satisfaction of employees in all categories, eliminating the issues that may arise
from unnecessary labor disputes.

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

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

1 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
NTS1.5 billion and in 2015
the Supreme Court revoked
the arbitration judgment,
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

On the first ruling by the Taipei
District Court, the Company's
claim was rejected, but because
there was a calculation error by
the court of first instance, the
services of a law office were
retained on April 2, 2018 to
proceed on appeal.

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 improve risk management and require subordinate units to control for each major risk

category.

The CAL risk management organization and units responsible for implementation:

Type of Risk e Risk Management Measures
Department
The operating environment for the aviation industry is ever changing. Major political and
Corporate economic events as well as unexpected internal or external incidents can have a huge
. . impact on company operations. The Corporate Development Office analyses potential
Operating Risk |Development . R e R . .
Office political, economic, aviation industry, and internal Company situations that could affect
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 internal and external operating risks including flights, aircraft, in-flight
Safety Office service, and ground handling. Operating risk is controlled to an acceptable level through
continuous hazard identification and risk management. In addition, countermeasures are
proposed to improve the overall safety performance of the company.
The domestic and global economy affects the operating results of the Company. Primary
operating costs for airlines include interest rate, exchange rate, and fuel, and influence by
. I . . outside factors can result in significant volatility. Therefore, the Finance Division utilizes
Financial Risk Finance Div. . . L X s .
financial 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, 2018

China Airlines
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Note 1: The affiliates listed above mean companies in which the company has invested and has a 50% or higher voting share, or the means
to control, either directly or through a subsidiary company. China Pacific Laundry Services and China Pacific Catering Services are
joint ventures.

Note 2: Hwa Hsia Company Ltd. was renamed "Dynasty Aerotech International Corp." in 2018.
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B. Basic information of Affiliated Company

Dec 31, 2018/Unit: NTS thousands

District, Taipei City

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, 804,462 |Holding & investin
RTvnasy e CA90245, U.S.A. g 8 8
i 200 Continental Blvd. Suite #101 El Segundo, Real estate investing, property
1A Dynasty Properties Co., Ltd. 08/15/1973 15,385 X
CA90245, U.S.A. leasing
1B Dynasty Hotel of Hawaii, Inc. 12/10/1973(1830 Ala Moana Blvd. Honolulu, Hawaii 96815, U.S.A. 123,077 |Hotel service
i Mandar House, 3rd Floor, P.O. Box 2196, Johnson’s . . i
2. CAL-Asia Investment Inc. 06/29/1995 - " 220,688|Holding & investing
Ghut, Tortola, VG1110, Virgin Islands, British
3.Dynasty Aerotech International No.6, Hanggin South Road, Dayuan District, Taoyuan Aviation ground handlin
ynasty ' 05/11/1989] gain >ou yuan DIstrict, Taoyu 77,270| "V 12HON Brour e
Corp. (Note 2) City service, cleaning service
10F, No.9,Section 3, Nanjing E Rd., Zhongshan District, X
4. Yestrip Co., Ltd. 01/18/2001|_ "~ Jing & 16,000|Travel service
! Taipei City
. . Real estate leasing, parking lot
5. CAL Park Co., Ltd. 09/06/2006|No.1, Hangzhan S Rd., Dayuan District, Taoyuan City 1,500,000
management
6. CAL Hotel Co., Ltd. 01/03/2007|No.1-1, Hangzhan S Rd., Dayuan District, Taoyuan City 465,000 [Hotel business
7. Taiwan Aircraft Maintenance and No.15, Hanggin South Road, Dayuan District, Taoyuan . . .
01/16/2015| &d v v 1,350,000|Aircraft maintenance and repair
Engineering Co., Ltd. City
No.3, Alley 123, Lane 405, Dunhua North Road, _
8. Mandarin Airlines, Ltd. 04/29/1991 ) o 2,001,825 |Civil air transport
. Songshan District, Taipei City
No.57, Fuxing North Road, Songshan District, Taipei i
9. Sabre Travel Network (Taiwan) Ltd. | 10/09/1990 City € & 138,618|IT service & GDS
10. Tigerair 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 i
11. China Pacific Laundry Services Ltd. | 09/08/1997 City 250,000|Laundry service
No.10-1, Hanggin North Road, Dayuan District, . .
12. Taiwan Air Cargo Terminal Ltd. 12/22/1999 ) 2,500,000 [Air cargo and storage service
Taoyuan City
13. Kaohsiung Airport Caterin, No. 2-10, Zhongshan 4th Rd., Xiaogang District, . .
8 AP g 09/27/1999 =0 zhong 8ang 400,500 Catering service
Services Ltd. Kaohsiung City
No. 2-10, Zhongshan 4th Rd., Xiaogang District, X .
13A Delica International Co., Ltd. ~ |05/24/2016 ) ) 20,000 |Catering service
Kaohsiung City
14. Dynasty Holidays, Inc. 10/28/1980 5F, You Ei Ginza Second Building, 9-7, 1Chome, Ginza, 11,114|Travel service
Chuo-Ku, Tokyo, Japan
15. China Pacific Catering Services No.22, Lane 156, Section 2, Haishan Rd., Luzhu . X
08/19/1994| . i 861,000|Catering service
Ltd. District, Taoyuan City
16. NORDAM Asia Ltd. 12/07/2017|No. 15, Hanggin S. Rd., Dayuan Dist., Taoyuan City 5,000|Aircraft maintenance and repair
17. Taoyuan International Airport No.15, Hanggin North Road, Dayuan District, Taoyuan . . X
v P 11/08/1978| _. &9 v v 700,000|Aviation ground handling service
Services Co., Ltd. City
18. Taiwan Airport Service Co., Ltd. 07/19/1966|No0.340, 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, . ) N
03/22/2004| 180,830 (Holding & investing
Co., Ltd. Apia, Samoa
No.186, Section 4, Nanjing East Road, Songshan . X
19. Global Sky Express Ltd. 09/29/1994 ling & 10,000|Air freight forwarder

Note 1: Capital was calculated using the exchange rate at the end of 2018: 17TWD=0.0325 USD, 3.5991JPY, 0.2232CNY.
Note 2: Hwa Hsia Company Ltd. was renamed “Dynasty Aerotech International Corp.” in 2018.
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C. Overall Description of the Industries in which Affiliated Companies (Including
Subsidiaries and Other Invested Companies) Operate

China Airlines’ affiliated companies can be divided into seven categories, each of which is highly
dependent on the Company’s operations, and include airlines, ground services, air transport support,
aerospace technology, logistics and warehousing, tourism and leisure, and investment holdings and
leasing. The categories are described below:

Classification

Description

Airlines

Mandarin Airlines provides domestic and international passenger and cargo air transport services to further capitalize on our
competitive advantage in the cross-strait market. Tigerair Taiwan is tasked with operating in the Asian low-cost carrier market
to develop new business opportunities.

Ground
Handling
Services

Ground services at Taiwan Taoyuan and Taitung Airports are provided by Taoyuan International Airport Services Co., Ltd.,
while Kaohsiung Airport and all other domestic airports are serviced by Taiwan Airport Service Co., Ltd. Overseas, the
Company has invested in Jardine Aviation Services in Hong Kong, which serves as China Airlines’ ground handling agent in
Hong Kong. Cleaning and repair ground services are provided by Hwa Hsia Company Ltd.

Air Transport
Support

The Company has invested in domestic airline reservation system operations and maintenance provider Sabre Travel Network
(Taiwan) Ltd. Overseas, the Company has invested in Singapore’s Everest Company.

In-flight catering services are provided for northern Taiwan by China Pacific Catering Services Ltd. and by Kaohsiung Airport
Catering Services in the South. Delica International Co., Ltd. is the subsidiary of Kaohsiung Airport Catering Services.

China Pacific Laundry Services Ltd. provides laundry services for textiles and clothing used aboard aircraft and general laundry
services for the hospitality industry.

Logistics and
Warehousing

Domestically, TACT Logistics is responsible for providing warehousing services at Taiwan Taoyuan Airport and Kaohsiung
International Airport. In Mainland China, the Company made indirect investments in Arport Air Cargo Terminal (Xiamen) Co.,
Ltd. and Arport Air Cargo Service (Xiamen) Co., Ltd.

Logistics services are provided domestically by invested companies Global Sky Express Ltd. and Chung Hwa Express Corp.
Overseas, the Company has indirectly invested in Hong Kong’s Eastern United International Logistics.

Aerospace
Technology

In aerospace technology business in Taiwan, the Company invested in Taiwan Aircraft Maintenance and Engineering Ltd.,
responsible for all aspects of maintenance and repair services for Boeing 777 and 737s and Airbus A320 and A350 models;
NORDAM Asia provides thrust reverser and composite material maintenance services in the Asian region; overseas, the
Company invests in Xiamen Taiko Landing Gear Co. in Mainland China, providing and maintaining landing gear, and HAECO
Composite Structures (Jinjiang) Co. Ltd. , providing composite material maintenance. In Hong Kong, the Company invests in
the China Aircraft Service Company, providing aircraft maintenance capacity.

Tourism and
Leisure

Domestic investments include Yestrip and CAL Hotel Co., Ltd. Overseas investments include an indirect investment in Dynasty
Hotel of Hawaii in the USA and investment in Japan’s Dynasty Holidays.

Investment
holdings and
Leasing
Business Group

Established CAL-Dynasty International, which makes indirect investments in Chinese and American companies engaged in real
estate investments and leasing management. CAL-Asia Investment Inc. and Taiwan Airport Service (Samoa) Co., Ltd. are
engaged in general investment holdings.

Freighter Prince and Freighter Princess are special purpose entities set up to meet financial structuring needs.
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D. Directors, Supervisors, and Presidents of Affiliated Companies

Dec 31, 2018
Units: Shares; %

Shareholding

Company Title Name
Shares %
1. CAL-Dynasty International, 3
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., Chairman (President) | Lee, Hsien-Kuang (Note 2) 5,000 100
Ltd. ’ (USD100, share)
Director Hsieh, Su-Chien; Peng, Pao-Chu (Note 2)
1B Dynasty Hotel of Hawaii, Chairman Lee, Hsien-Kuang (Note 2) 400,000 100
Inc. ’ (USD10, share)
Director Peng, Pao-Chu (Note 2)
Director (President) |Pan, Wen-Tsung (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. Dynasty Aerotech
International Corp. (Note 3) Chairman Chao, Lin (Note 1) 71,270 100
Director Liu, Der-Chuan; Sun, Jia-Min; Chung, Ming-Jyh (Note 1)
Supervisor Chen, I-Chieh (Note 1)
Director(President) |Lu, Yung-Nan (Note 1)
4. Yestrip Co., Ltd. Chairman Hsieh, Hsin-Ni (Note 1) 1,600,000 100
Director Tong, Huai-Ming; Wang, Chen-Min (Note 1)
Supervisor Huang, Hui-Na (Note 1)
President Lo, Chun-Ying (Nominated by China Airlines)
5. CAL Park Co., Ltd. Chairman Ho, Nuan-Hsuan (Note 1) 150,000,000 100
Director Hsieh, Su-Chien; Chang, Young (Note 1)
Supervisor Fang, Juo-Ling (Note 1)
Director(President) |Hsieh, Su-Chien (Note 1)
6. CAL Hotel Co., Ltd. Chairman Ho, Nuan-Hsuan (Note 1) 46,500,000 100
Director Hsieh, Su-Chien; Kao, Shing-Hwang; Lo, Ya-Mei (Note 1)
Supervisor Fang, Juo-Ling; Chen, |-Chieh (Note 1)
7. Taiwan Aircraft Maintenance 135,000,000 100
and Engineering Co., Ltd. Chairman Wang, Houng (Note 1)
Director Chang, Young; Sun, Jia-Min; Lee, Jung-Hui (Note 1)
Supervisor Fang, Juo-Ling; Yen, Yang (Note 1)
President Tsai, Chih Hung (Nominated by China Airlines)
8. Mandarin Airlines, Ltd. Chairman Hsieh, Su-Chien (Note 1) 188,154,025 93.99
. Chang, Young; Kao, Shing-Hwang; Wang, Houng;
Director .
Lo, Ya-Mei (Note 1)
Supervisor Chen, I-Chieh
Director(President) |Tsao, Jyh-Fen (Note 1)
9. Sabre Travel Network Chairman Wu, Wen-Kuo (Note 1) 13,021,042 93.93
(Taiwan) Ltd. Director Lu, Shih-Ming; Tong, Huai-Ming; Wang, Chen-Min (Note 1)
Director Alan Chen (Representing Sabre Travel Network Asia 609,000 4.39
Pacific)
Supervisor Ho, Hui-Fen
President Chen, Chau-Ling (Nominated by China Airlines)
10. Tigerair Taiwan Co., Ltd. Chairman Chang, Horng-Jong (Note 1) 180,000,000 90
Director Chang, Young; Peng, Pao-Chu; Wang, Chen-Min (Note 1)
Supervisor Tsao, Jyh-Fen (Representing Mandarin Airlines) 20,000,000 10
Supervisor Chen, |-Chieh
President Chang, Horng-Jong
11.China Pacific Laundry Chairman Chiu, Chang-Hsin (Note 1) 13,750,000 55
Services Ltd. Director Hong, Tsu-Kuang; Chen, Wei-Tau (Note 1)
Director Chen, Derrick (Represent Hendriz Holding) 3,750,000 15
Director So, Raymond(Representing Heathlee Int’l) 3,750,000 15
Supervisor Wong, Andy (Representing Merton Lake) 3,750,000 15
Supervisor Chen, I-Chieh
President Lo, Tao-Wei (Nominated by China Airlines)
12. Taiwan Air Cargo Terminal
Ltd. Chairman Chen, Chong-Yi (Note 1) 135,000,000 54
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. Shareholding
Company Title Name
Shares %
Deputy Chairman Charles C. Y. Chen (Representing Eyon Industrial Co.) 6,000,000 2.4
Director Chang, Cheng-Hao; Liu, Der-Chuan (Note 1)
Director UPS 20,000,000
Director Michael Shea (Representing Hsin Feng Corp.) 7,000,000 2.8
Supervisor Fang, Juo-Ling
Chen, Jyi-Fu (Representing Express Container Terminal
Supervisor yi-Fu (Rep g Exp 15,000,000 6
Corp.)
President Chang, Cheng-Hao (Nominated by China Airlines)
13. Kaohsiung Airport Catering |Chairman Chang, Young (Note 1) 21,494,637 53.67
Services Ltd. Director Chiu, Chang-Hsin; Wang, Wei (Note 1)
Director Lin, Jyh-Jong; Tsai, Ta-Wei (Representing Uni Airways 16,178,945 204
Corporation)
Han, Lan-Ping (Representing Evergreen International
Supervisor Ping (Rep g Evere 10,000 0.02
Corporation)
Supervisor Yen, Yang (Note 1)
President Lee, He -Yuan
13A Delica International - i i i i
Chairman Lee, He -Yuan(Representing Kaohsiung Airport Catering 1,020,000 51
Co., Ltd. Services)
. Chiu, Chang-Hsin; Lin, Jyh-Jong (Representing Kaohsiung
Director . . .
Airport Catering Services)
Direct Tokuyama, Keiichi; Tokuyama, Keisuke (Representing F. 980,000 45
trector TEC Co., Ltd.) ’
Supervisor Lai, Li-Chao
Supervisor Araki, Osamu (Representing F.TEC Corp.)
Eguchi, Kennichi (Nominated by Kaohsiung Airport
President . .
Catering Services)
14. Dynasty Holidays, Inc. Chairman (President) |Chang, Ming-Way (Note 1) 408 51
Director Wang, Chen-Min; Chen, Pei-Ti (Note 1)
Koizumi Kazuhisa; Yamada Keisuke (Representing Koizumi
Director izumi Kazuhi isuke (Rep ing Koizumi 392 49
Group)
Supervisor Yen, Yang (Note 1)
Supervisor Ishihara Tetsu (Representing Koizumi Group)
15. China Pacific Catering Chairman Yeh, Chu-Lan (Note 1) 43,911,000 51
Services Ltd. Deputy Chairman Ho, Nuan-Hsuan (Note 1)
Director Chiu, Chang-Hsin (Note 1)
Director Wong, Andy; Yau, Algernon (Representing Aldeburgh 21,045,500 245
Limited)
Supervisor Fang, Juo-Ling
Supervisor Lee, Agatha (Representing Deli Holdings Limited) 21,045,500 24.5
President An, Long-Chi (Nominated by China Airlines)
16. NORDAM Asia Ltd. Chairman Ho, Nuan-Hsuan (Note 1) 245,000 49
Deputy Chairman T. Hastings Siegfried (Nominated by The NORDAM Group) 255,000 51
Director Wang, Houng (Note 1)
. J.Terrell Siegfried David Whitten (Representing The
Director
NORDAM Group)
Supervisor Ralph McDavid
Supervisor Wang, Wei
17. Taoyuan International Chai Lin. Hsin-Te (R ting Mot 31,500,000 45
Airport Services Co., Ltd. airman in, Hsin-Te (Representing Motc) ,500,
Director(President) |Huang, Chin-Feng (Note 1) 34,300,000 49
. Hsieh, Su-Chien; Chang, Young; Lo, Ya-Mei; Wang, Houng
Director
(Note 1)
. Chen, Yen-Po; Chang, Chang-Chi; Li, Hung-Sheng;
Director . .
Li, Jun-Xiong (Represent Motc)
Director Pi, Chung-Wei (Represent UPS) 4,200,000 6
Supervisor Li, Mi; Li, Shen-Yi
18. Taiwan Airport Service
Chairman Chang, Young (Note 1) 20,626,644 47.35
Co., Ltd.
Director(President) |Peng, Long-Min (Note 1)
Director Peng, Pao-Chu (Note 1)
Director Chung, T|ng—Chun (‘Representlngjundwal person 9,405,300 91.59
shareholder Rih Hsin Asset Management Company)
Director Chang, Chieh-Tang (Representing Goldsun Building 7,405,200 17
Materials)
Supervisor Fang, Juo-Ling
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. Shareholding
Company Title Name
Shares %
Supervisor Chen, Yao-Ming
18A Taiwan Airport Service 5,876,976
(samoa) Co., Ltd. Authorized Signatory |Chang, Young (Representing Taiwan Airport Service Co.) (USD1, share) 100

19. Global Sky Express Ltd. Chairman Li, Chung-Hui 50,000 5
Director Liu, Der-Chuan; Hsueh, Po-Wen; Peng, Pao-Chu (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
Director Chung, Mei-Chih (Representing Leader Mutual Freight 20,000 2

System)

Supervisor Huang, Hui-Na
Supervisor Yeh, Chien-Tien 10,000 1
Supervisor Chiang, Ming-Fang (Representing Morrison Express) 50,000 5
President Ying, Yung-Chi (Nominated by China Airlines)

Note 1: Representative of juridical person shareholder China Airlines.
Note 2: Representative of juridical person shareholder CAL-Dynasty International, Inc.
Note 3: Hwa Hsia Company Ltd. was renamed “Dynasty Aerotech International Corp.” in 2018.

E. Affiliated Company Business Overview

Dec 31, 2018
Unit: NTS thousands; EPS=NTS

Total Total Total Operatin Operatin
Company Capital o . P E P E Profit(Loss) |EPS (Dollars)
Assets Liabilities Equity Revenue Income (Loss)

1. CAL-Dynasty International, Inc. 804,462| 1,435,735 168,815 1,266,920 366,416 62,415 43,975 16.82
1A Dynasty Properties Co., Ltd. 15,385 744,373 244,777 499,596 102,439 29,596 18,848 3,769.62
1B Dynasty Hotel of Hawaii, Inc. 123,077 530,295 105,775 424,520 256,214 27,629 18,190 45.48

2. CAL-Asia Investment Inc. 220,688 494,098 0 494,098 0 (1,126) 26,115 3.64

3. Hwa Hsia Company Ltd. 77,270 203,354 105,297 98,057 380,764 19,007 14,616 189.16

4. Yestrip Co., Ltd. 16,000 65,170 38,224 26,946 42,106 1,562 1,437 0.90

5. CAL Park Co., Ltd. 1,500,000| 3,860,605 2,353,160 1,507,445 345,569 53,552 3,143 0.02

6. CAL Hotel Co., Ltd. 465,000 542,811 81,573 461,238 578,324 24,619 25,274 0.54

7. Taiwan Aircraft Maintenance and

o 1,350,000 1,743,414 615,276 1,128,138 1,650 (103,072) (103,410) (0.77)

Engineering Co., Ltd.

8. Mandarin Airlines, Ltd. 2,001,825 4,630,407 3,329,610| 1,300,797 8,330,779 (77,068) 24,824 0.12

9. Sabre Travel Network (Taiwan)

Ltd 138,618 606,385 123,387 483,498 379,779 226,205 188,247 13.58
10. Tigerair Taiwan Co., Ltd. 2,000,000( 5,906,785 3,900,206| 2,006,579 8,775,354 846,617 981,713 4.91
11. China Pacific Laundry Services

Ltd 250,000 369,640 66,184 303,456 240,287 38,387 30,355 1.21

12. Taiwan Air Cargo Terminal Ltd. 2,500,000 3,435,560 596,219| 2,839,341 2,111,210 404,517 359,195 1.44

13. Kaohsiung Airport Catering

. 400,500 1,440,107 520,122 919,985 2,151,445 364,044 296,678 7.41
Services Ltd.
13A Delica International Co.,
Ltd 20,000 15,639 218 15,421 0 (1) 3 0.00

14. Dynasty Holidays, Inc. 11,114 126,267 74,731 51,536 526,226 (1,583) (2,297) (2,871.84)

15. China Pacific Catering Services

Ltd 861,000 2,983,723 1,412,381| 1,571,342 3,081,371 629,191 524,339 6.09

16. Nordam Asia Ltd. 5,000 4,820 7 4,813 0 0 (83) (0.17)

17. Taoyuan International Airport

. 700,000\ 2,913,474 1,371,395| 1,542,079 3,213,111 301,213 282,254 4.03
Services Co., Ltd.
18. Taiwan Airport Service Co., Ltd. 435,600( 1,266,618 703,208 563,410 1,051,958 126,416 133,894 3.07
18A Taiwan Airport Service
180,830 388,910 0 388,910 0 0 27,353 4.65
(Samoa) Co., Ltd.
19. Global Sky Express Ltd. 10,000 34,164 6,180 27,984 103,738 6,394 5,137 5.14

Note 1: Capital, total assets, total liabilities, total equity were calculating using the exchange rate at the end of 2018.
Note 2: Operating revenue, operating profit, and income for the period were calculated using the 2018 quarterly average exchange

rates.

Note 3: Exchange rates at the end of 2018 were 1TWD=0.0325USD, 3.5991JPY, 0.2232CNY.
Note 4: Quarterly average exchange rates in 2018 were as following:

Q1: 17TWD=0.0340USD, 3.7246JPY, 0.2170CNY.

Q2: 1TWD=0.0338USD, 3.6527JPY, 0.2144CNY.

Q3: 1TWD=0.0327USD, 3.6235JPY, 0.2209CNY.
Q4: 1TWD=0.0325USD, 3.6823JPY, 0.2252CNY.
Note 5: Hwa Hsia Company Ltd. was renamed "Dynasty Aerotech International Corp." in 2018.
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(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.

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 27, 2019
Units: NTS; shares; %
Number of
Number of | Number of Amount of
Date of | Shares and | Shares and Shares and Compan
. Source of | % Stake in L Investment | Value of Stock pany
Company Capital L Acquisition | Value of Value of . Endorsement
Funds Subsidiary ) Gain/Loss | Held as of the
or Disposal Stocks Stocks L. /Guarantee of
Acquired |Disposed of Printing Date of Subsidiar
q 2 this Report ]
Hwa Hsia
Equity o ) ) ) ) 814,152 shares
Company Ltd. 77,270,000 Fund 100% 7,905,000
(Note 1)
Mandarin Equity o 2,074,628 shares
Airlines, Ltd, | >0018230001 g 93.99% ) i i i 20,0145,000

Note 1: Hwa Hsia Company Ltd. was renamed “Dynasty Aerotech International Corp.” in 2018.
Note 2: No subsidiary has a Company stock pledge nor has the Company lent money to any subsidiary.

8.4 Special Notes: None.

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

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

A. Chunghwa Telecom Co., Ltd., juridical person director of the Company, resigned on January
19, 2018. The juridical person director representative, Mr. Huang, Hsiu-Gu, was naturally
dismissed.

B. “Chunghwa Telecom,” the Company's juridical person Board member, was discharged on
January 19, 2018, with representative Mr. Huang Hsiu-Gu discharged accordingly.

C. On April 2, 2019, the Company dismissed Mr. Ho, Nuan-Hsuan as juridical person director
representative of the China Aviation Development Foundation in the Company. The Board of
Directors of the Company elected Mr. Hsieh, Su-Chien as the new Chairman and
concurrently as the President.
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8.5.2 Signing of major memoranda, strategic alliances or other plans for
business cooperation or major contracts

Since its establishment in 2014, Tigerair Taiwan has developed into an LCC with a stable
business model and sound financial structure. Considering the benefits of convenient fund
raising in the future, financial autonomy and equity value enhancement, the Board of Directors
resolved to execute the listing plan of Tigerair Taiwan.

8.5.3 Lawsuits, non-contentious matters, administrative actions, administrative
disputes, injunctive procedures or compulsory enforcement matters

A. The Department of Labor of the Taoyuan City Government performed labor inspection. On
September 7, 2018, the Company was fined NTS1 million due to female ground staff's
nighttime work, which was in violation of Article 49, Paragraph 1 of the Labor Standards Act.

B. The Department of Labor of the Taoyuan City Government performed the labor inspection at
the Company on August 28 and 31, 2018. On October 23, 2018, the Company was fined
NTS1 million due to the extension of working hours, which was in violation of Article 32,
Paragraph 2 of the Labor Standards Act.

C. The Department of Labor of the Taoyuan City Government performed the labor inspection at
the Company on November 6, 2018. On December 11, 2018, the Company was fined for
NTS1 million because female workers' nighttime work had not been approved by the labor
union, which was in violation of Article 49, Paragraph 1 of the Labor Standards Act.

D. The Taoyuan Union of Pilots announced that it would go on strike at 6 o'clock on February 8,
2018 until February 14. Under the witness of the Executive Yuan, the Ministry of Labor, the
Ministry of Transportation and Communications and the Taoyuan City Government, the
Company reached an agreement with the Taoyuan Union of Pilots through the
labor-management conference and signed the collective agreement. The union immediately
announced the termination of the strike. The compensation for customers’ losses and
various derivative expenses was preliminarily estimated to be around NT$154 million.
According to the fifth appeal of the Agreement between the two parties, was promised that
the full salary of the 13th month will be changed to a flight safety bonus. The amount of the
bonus was agreed to at the negotiation meeting on February 21. It was estimated that the
annual expenditure will increase by around NT$190 million.

E. The Department of Labor of the Taoyuan City Government performed labor inspection. On
February 25, 2019, the Company was fined NT$1 million because female workers' nighttime
work had not been approved by the labor union, which was in violation of Article 49,
Paragraph 1 of the Labor Standards Act.
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China Airlines Co., Ltd.

Chairman : Hsieh, Su-Chien



@ CHINA AIRLINES %)

No.1 Hangzhan S.Rd., Dayuan Dist., Taoyuan City 33758, Taiwan, R.O.C.
Tel: 886-3-3998888 www.china-airlines.com
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	5.1 Business Activities
	5.2 Market and Sales Overview
	5.3 Human Resources
	5.4 Environmental Protection Expenditure
	5.5 Labor Relations
	5.6 Important Contracts
	5.4.1 Total Losses and Penalties: None.
	5.4.2 Company Countermeasures to Future Environmental Protection Issues
	5.4.3 Countermeasures                                  　Unit: NT$ thousands
	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 imp...

	Financial Information
	6.1 Five-Year Financial Summary
	6.2 Five-Year Financial Analysis
	6.3 Consolidated Financial Statements for the Years Ending December 31, 2018 and 2017, and Independent Auditors’ Report
	6.4 Parent Company Only Financial Statements for the Years Ending December 31, 2018 and 2017 and Independent Auditors’ Report
	6.5 Audit Committee’s Review Report
	VI. Financial Information
	6.1.1 Consolidated Condensed Balance Sheet – Based on IFRS
	Unit: NT$ thousands
	Note 1: 2014 - 2018 annual financial information was verified by Deloitte & Touche.
	Note 2: 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 ...
	Note 3: As of the date of printing of this annual report, 2019 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 NT$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 d...
	Note 6: The 2016 Deficit Compensation Proposal was passed at the shareholder meeting held on June 22, 2017, with legal reserve bonds of NT$81,132,000 making up the shortfall.
	Note 7: For the matter of 2017 surplus earnings distribution, after approved by the resolution of the general meeting on June 27, 2018, the legal reserve appropriated was NT$145,831,000, the special reserve appropriated was NT$118,810,000 and the cash...
	Note 8: The 2018 Surplus Distribution Proposal resolution was passed at the 5th meeting of the 21st Board of Directors on March 20, 2019, but has not yet been approved at the shareholders' regular meeting.
	6.1.2 Consolidated Condensed Statement of Comprehensive Income – Based on IFRS
	Unit: NT$ thousands; EPS (net) = NT$
	Note 1: 2014 - 2018 annual financial information was verified by Deloitte & Touche.
	Note 2: 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 ...
	Note 3: As of the date of printing of this annual report, the 2019 Q1 financial information has not yet been reviewed by Deloitte & Touche.
	6.1.3 Condensed Balance Sheet – Based on IFRS (Parent Company Only)
	Unit: NT$ thousands
	Note 1: 2014 - 2018 annual financial information was verified by Deloitte & Touche.
	Note 2: 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 ...
	Note 3: The Company has not prepared an individual financial statement for Q1 2019.
	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 NT$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 d...
	Note 6: The 2016 Deficit Compensation Proposal was passed by the Shareholders’ General Meeting held on June 22, 2017, using a statutory surplus reserve of NT$81,132,000 to cover the deficit.
	Note 7: For the matter of 2017 surplus earnings distribution, after approved by the resolution of the general meeting on June 27, 2018, the legal reserve appropriated was NT$145,831,000, the special reserve appropriated was NT$118,810,000 and the cash...
	Note 8: The 2018 Surplus Distribution Proposal resolution was passed at the 5th meeting of the 21st Board of Directors on March 20, 2019, but has not yet been approved at the shareholders' regular meeting.
	6.1.4 Condensed Statement of Comprehensive Income – Based on IFRS (Parent Company Only)
	Unit: NT$ thousands; EPS (net) = NT$
	Note 1: 2014 - 2018 annual financial information was verified by Deloitte & Touche.
	Note 2: 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 ...
	Note 3: The Company has not prepared an individual financial statement for Q1 2019.
	6.1.5 Condensed Balance Sheet – Based on ROC GAAP (Parent Company Only): Not Applicable.
	6.1.6 Condensed Statement of Comprehensive Income – Based on ROC GAAP (Parent Company Only): Not Applicable.
	Note: 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 th...
	6.2 Five-Year Financial Analysis
	6.2.1 Consolidated Financial Analysis – Based on IFRS
	6.2.2 Financial Analysis – Based on IFRS (Parent Company Only)
	Note 1: 2013 - 2017 annual financial information was verified by Deloitte & Touche.
	Note 2: 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 ...
	Note 3: As of printing of this annual report, Q1 2018 consolidated financial information has not yet been reviewed by Deloitte & Touche. The Company has not prepared an individual financial statement for Q1 2018.
	Note 4: 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
	(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: Not Applicable.
	6.2.4 Financial Analysis – Based on ROC GAAP (Parent Company Only): Not Applicable.
	6.3 Consolidated Financial Statements for the Years Ended December 31, 2018 and 2017, and Independent Auditors’ Report: Please refer to Appendix 1.
	6.4 Parent Company Only Financial Statements for the Years Ended December 31, 2018 and 2017, and Independent Auditors’ Report: Please refer to Appendix 2.
	6.5 Audit Committee’s Report
	March 20, 2019
	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
	VII. Review of Financial Conditions, Financial Performance, and Risk Management
	Analysis of changes in assets, liabilities and equity over the past two years:                  Unit: NT$ thousands
	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$18.69 billion and estimated net cash flow from operating activity for the year is NT$25.78 billion. Cash flow from investment and financing activities are estimated to total NT$8.96 billion and NT$3...
	7.4 Major Capital Expenditure Items (Parent Company Only)
	In order to support our primary airline operations and enhance competitiveness of the CAL Group, investments are primarily in airline industry-related companies. Currently, these include air transport, ground services, logistics and warehousing, air c...
	In the coming year, for the Company’s re-investment businesses, we will continue to carry out the hangar construction of the Taiwan Aircraft Maintenance and Engineering Co., Ltd. We will also evaluate various potential investment possibilities in aspe...
	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 t...
	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.
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