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0_1 About

the Report

China Airlines (hereinafter referred to as "CAL") publishes corporate sustainability reports and discloses related information on its CSR website on a regular basis to maintain good and smooth
communications with all stakeholders. Over the past 60 years, CAL has treated each passenger carefully with all our hearts. The infinity symbol "«" is used as inspiration for celebrating CAL's
60th anniversary, and the number "60" in the CAL signature colors also represents a fresh start to get up and "Go." Like soaring wings, the logo as a whole represents hope and success for

CAL's next 60 years.
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b xmem
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Cover Story

On the runway is our newest aircraft, A350-900,
taking off. With symmetrical composition and our
new visual element "Journey Curve" connects to the
Sustainability Logo and 60th anniversary icon, the
cover is a clear and firm demonstration of CAL's
sustainability achievements over the past 6 decades.
In the face of a new era, CAL will continue to break
new ground in pursuit of sustainable development,
ultimately becoming the preferred airline in Taiwan.




7
b x@mzm
() ) SUSTAINABILITY WE CARE

Contents

0 Preface
0-1 About This Report

0-2 Letter from Management

1 Sustainability Management
Overview

2 Value Creation
3 Sustainability Governance

Appendix

Reporting Principles & Standard Disclosures

The Report is prepared in accordance with the International IR Framework published by the
International Integrated Reporting Council (IIRC), the GRI Standards Core Option published by
the Global Sustainability Standards Board and the United Nations (UN) Global Compact. The
GRI Content Index and UN Global Compact Comparison Table are described in the appendix.

Report Period & Boundary

¢ Report Period
The Report discloses CAL's information from January 1, 2019 to December 31, 2019. Some
material information up to April 30, 2020 is also reported.

¢ Report Boundary
The Report discloses all information on CAL. Considering commercial correlation between
CAL and its subsidiaries and the financial materiality (Note), Mandarin Airlines and Tigerair
Taiwan are also disclosed in some index in the Report.

Note: China Airlines, Mandarin Airlines, and Tigerair Taiwan account for the 96% of the consolidated revenue.

Guarantee of Truthful Reporting [EEZ=A

e Internal Audit
All data and information disclosed in the Report are provided by the responsible
departments of CAL, proofread and examined by the Executive Secretary (Corporate
Development Office), Corporate Sustainability Committee, submitted to the Chairman
for review and approval, and then reported to the Board of Directors according to CAL
Corporate Social Responsibility and Sustainable Development Best Practice Principles.

¢ External Assurance
The Report has been verified by KPMG Taiwan in accordance with the GRI standards and the
limited assurance of ISAE 3000. The truthfulness of the Report is guaranteed. Please refer
to the appendix for the Independent Limited Assurance Report.

¢ Data Quality Management
Financial data in the Report and data relating to ISO quality, information security, occupational
safety and health, environmental and energy management, and greenhouse gas emissions
have been certified or verified by independent third parties.

CSR Website

Financial Data Deloitte Taiwan
ISO 9001 Quality Management System DNV GL
I1SO 27001 Information Security Management System SGS
ISO 45001 Occupational Health and Safety Management System SGS
TOSHMS Taiwan Occupational Safety and Health Management System SGS
ISO 14001 Environmental Management System DNV GL
1SO 50001 Energy Management System DNV GL
I1SO 14064-1 Greenhouse Gas Emissions DNV GL

Publication History

This Report is published in both Chinese and English every year and available on the CAL's
CSR website. The dates of release are as follows:

First edition release date August 2014
Previous edition release date June 2019
Current edition release date June 2020
Next edition release date June 2021

Feedback

If you have any suggestions or questions about the Report, please contact:

China Airlines Ltd.

Unit Strategic Planning Department, Corporate Development Office
TEL 886-3-399-8530

E-mail csr@china-airlines.com

Address No. 1, Hangzhan South Road, Dayuan District, Taoyuan City, Taiwan
Website http://calec.china-airlines.com/csr/en/



mailto:csr%40china-airlines.com?subject=
http://calec.china-airlines.com/csr/en/
http://calec.china-airlines.com/csr/en/index.html
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0_2 Letter from

Management

v

Review of Internal and External Challenges

Looking back on 2019, the global aviation industry was affected by the China-US trade war. Although the global oil prices rose at
a slower rate, social issues emerged one after another, including the Anti-Extradition Bill movement in Hong Kong, restrictions
on Chinese tourists, and clouded cross-strait relations. Many challenges remained in the business environments internally
and externally, including reduced revenue due to the emergence of low cost carriers, limited capacity and jammed timeslots at
Taiwan Taoyuan International Airport, and increasing awareness of labor rights in Taiwan. Facing these challenges, CAL continued
to strengthen operational efficiency by introducing new aircraft, optimizing the passenger / cargo service network to develop
potential markets and customer segments, and taking advantage of group resources to enhance corporate identity and customer
loyalty through brand visualization. All of this brought profits to CAL for our 60th anniversary.

Flight Safety and the Rule of Law

Flight Safety and the Rule of Law are the cornerstones of CAL's sustainable development. As an airline, it is incumbent on CAL to
maintain flight safety; and the rule of law is the corporate essence that CAL strives to follow. CAL constantly reforms our internal
audit and internal control systems to increase all employees' awareness of the rule of law. CAL has shouldered the responsibility
to lead the way in future aviation industry trends, and in achieving sustainable aviation industry development. In addition, CAL
always maintains strict control over flight safety and abides by the latest laws and regulations, thus gaining public confidence.
We believe that only by implementing the concept of sustainable development and optimizing our core business can we repeat
success, create a virtuous cycle of continuous profits, and achieve the goal of sustainable development.

Corporate Sustainability

As a global corporate citizen, CAL has incorporated sustainability into our corporate culture and values. We have adopted
sustainable development strategies, in terms of Safety; Governance; Fleet and Network; Products and Services; Group
Business; and Brand Awareness. Our goals in doing so are to support nine of the United Nations' Sustainable Development
Goals (SDGs). According to the SDG Compass, CAL has also set short-term, medium-term, and long-term sustainable
development goals for six task forces, which are respectively in charge of; Trust; Human Resources; Cooperation; Environment;
Society and Corporate Governance.
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All of this is focused on realizing sustainable development for CAL. As 2019 marks CAL's 60th anniversary, CAL has long been aware of the corporate responsibility to conserve natural resources
and protect the environment. In 2019, CAL made reductions of 124,000 tons of COze. Office electricity consumption and ground operations carbon emissions in Taiwan have decreased ten years in
a row; in addition to the crew training building being certified with a Green Building Label, CAL continued to achieve our sustainable development goals in 2019 by spearheading the pilot scheme
for sustainable aviation fuels (SAF) in Taiwan's aviation industry.

We invited passengers and employees to participate in the carbon offsetting program, ECO Travel, to achieve "net zero emission,” thus becoming the first and only airline in Taiwan’s aviation
industry to sign the Task Force on Climate-related Financial Disclosures (TCFD). In addition to a commitment to environmental protection, CAL makes "Giving back to society and creating social
value" equally important to our sustainable development. CAL has striven to take care of the disadvantaged and improve their quality of life and education, in hopes of using investment in social
welfare to ensure substantial improvements in schoolchildren's education. CAL also promotes stable development for domestic athletes, in order to increase opportunities for domestic athletes to
compete on an international stage.

In the 2019 Global Corporate Sustainability Awards (GCSA) and the Taiwan Corporate Sustainability Awards (TCSA) announced by the Taiwan Institute for Sustainable Energy, CAL won the
GCSA-Reporting Award for the first time, and the TCSA for six consecutive years. CAL won five awards at the 2019 TCSA. CAL has won numerous domestic and international accolades for its
sustainability initiatives including Top 5% in Corporate Governance Evaluation and FTSE4Good TIP Taiwan ESG Index two times, inclusion in the Taiwan High Compensation 100 Index and Taiwan
Employment 99 Index three times, being picked by the Dow Jones Sustainability Index - Emerging Markets (DJSI) and FTSE4Good Emerging Index for four consecutive years, as well as the Bronze
Class Award in the aviation industry and Industry Mover Award in the latest sustainability yearbook published by RobecoSAM. The awards represent not only recognition of CAL' s efforts but also
help stakeholders understand the carrier's commitment to corporate sustainable development. Moreover, CAL became more adamant in creating value for itself and its stakeholders, on the road
to sustainable development.

Prospects

Always upholding the idea that "we can do better,” CAL has aimed at "creating more wonderful moments through flying" to fulfill our commitment to all stakeholders, step by step. Looking forward
to 2020, CAL will lead our suppliers and stakeholders to pass down Chinese history, promote Chinese culture, and exalt Taiwan to the global arena, so as to achieve sustainable development and
ultimately become the preferred airline in Taiwan.

Chairman and President

Su-chien Hsieh
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2019

Key Performance and
External Affirmation

@

DJSI/ 4™

4" Time selected for DJSI Emerging
Markets Index

The only Taiwanese airline selected for DJSI Emerging
Markets for four consecutive years and ranked in 3
place among the world's airlines.

@

FTSE /4"

4 Time selected for FTSE4Good
Emerging Index

Selected in the FTSE4Good Emerging Index for four
consecutive years.

O

TIP/ 2™

2" Time selected for FTSE4Good TIP
Taiwan ESG Index

Selected in the FTSE4Good TIP Taiwan ESG Index for two
consecutive years.

consecutive years.

3" Time selected for Taiwan EMP 99 Index
and Taiwan HC100 Index

Selected in the Taiwan Employment Creation 99 Index
and the Taiwan High Compensation 100 Index for three

&

1%t Taiwanese airline to implement and
strengthen the sustainability audit plan

The first Taiwanese airline to implement and
strengthen the sustainability audit plan.

@

2" Time received highest scores in
supply chain management criteria of DJSI

Granted the highest score in supply chain management
criteria of DJSI for the two consecutive years.

Selected as Presidential
Aircraft

With outstanding cabin operations
and ground services, and in
recognition of our professional
transportation services, CAL

was selected as the presidential
aircraft multiple times.

TOP
5%

LA

Top 5% of TWSE / TPEXx listed companies

Ranked in the top 5% of TWSE / TPEXx listed companies in
the fifth Corporate Governance Evaluation.

©

GCSA /1%

Awarded in the Global
Corporate Sustainability
Award for the first year.

1% Time 6" Time
in GCSA Award tcsa/én  in TCSA Award

Awarded in the Taiwan
Corporate Sustainability Award
for six consecutive years along
with five TCSA awards.

ECONOMIC —n

ISMS introduced to certify core information
systems and ensure information security

Received 1S027001:2013 Information Security
Management System (ISMS) certification in November
2019 for legal and regulatory compliance, and for
improving total quality management of corporate
information security.

Organized three flight safety /
international security seminars

Organized three flight safety / international security
seminars in cooperation with the China Aviation
Development Foundation and the Flight Safety
Foundation.
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4" Time selected in DJSI, and got highest scores in environmental
policies, management systems, and climate strategies in 2019

Four consecutive times selected in DJSI emerging markets index and got highest score in
environmental policies, management systems, and climate strategies of DJSI in 2019.

TCFD

One and only Taiwanese airline that has the translation of TCFD into
traditional Chinese

— The only airline in Taiwan that has been invited to sign the TCFD initiative and participate
in translation into traditional Chinese version while supporting a number of industrial and
governmental promotion events in 2019.

6" Time in TCSA Climate
Leadership Award

Awarded in TCSA Climate
Leadership Award for six
consecutive years since 2014.

ENVIRONMENTAL

[ /77

2"Y Time recognized by Annual Taipei
Golden Eagle Micro-Movie Festival

Recognized by the Annual Taipei Golden Eagle Micro-
Movie Festival for the second time with its "Fly to ECO,"
including four awards, namely "Best Environmental
Resources," "Excellent Shooting Ideas,” "Excellent Social
Inclusion,” and "Excellent Management".

Benchmark recognition of energy
conservation

Won the silver award in Energy Conservation Benchmark
Awards awarded by the Ministry of Economic Affairs, the
Taipei Energy Conservation Leadership Awards, the first
place in the Taiwan Taoyuan International Airport Energy
Conservation and Carbon Reduction Evaluation, and a
Water Conservation Improvement Competition excellence
award, given by the Ministry of Economic Affairs.

A- CDP SER Leadership Level

Ranked Leadership (A-) in CDP Supplier Engagement
Rating 2019.

Csocn |8

99.48% participation

99.48% of employees
participating in labor unions.

(S

22.06 Million

Invested TWD 22,068,438 in
charity activities throughout
2019.

Over 3,200 students

CAL's Love All Around team visited 53 elementary & junior
high schools in 15 cities / counties and 27 townships
across Taiwan, providing care for 3,207 students.

500 senior citizens

Provided care for 500 disadvantaged senior citizens at
four events throughout 2019.

| 93| ©

45,000 students

Sponsored book programs for 102 schools throughout
Taiwan to help approximately 45,000 students.

D

3" Time in TCSA Social Inclusion Award

Awarded in TCSA Social Inclusion Award for three
consecutive years.
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07.04 10.25

10

11.28

CAL Park Installs Solar Power Granted Top Service Award Won the GCSA for first time
to Support Green Energy in from Next Magazine and a and TCSA for six consecutive
Taiwan Gold in the 4A Awards years
The first Taiwanese airline to receive
certification from the IATA Center of Excellence
for Independent Validators in Pharmaceutical
Logistics (CEIV Pharma)
03.05 = »
Selected as one of the world's top airlines by { } { }
the Carbon Disclosure Project
+
+
i Granted the 2019: Five stars
L of Official Airline Ratings

m_D_ launched by APEX
05.29

Ranked in top 5% of TWSE / TPEXx listed
companies in fifth Corporate Governance
Evaluation organized by Taiwan Stock Exchange

02.27

Awarded in the 2019 Taipei Golden
Eagle Micro-movie Festival

09.17

Selected for DJSI Emerging Markets for
four consecutive years and ranked in 3d
place among the world's airlines

03.12

Won the Aviation Industry-Bronze Class
Award and the Industry Mover Award in
RobecoSAM's Sustainability Yearbook

12.09

Granted the Best Airline
in North Asia by Global
Traveler

12.23

Selected as FTSE4Good TIP Taiwan
ESG Index constituent for two
consecutive years
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1_1 About China
Airlines

Number of
Destinations

17
/ Europe 85

=—— Asia (Note)

47"

5 Americas
=— Taiwan

6

Oceania —=

Note: Excluding Taiwan

Destinations (including the CAL Group and code-shared routes)

Country 29 | Destination 160

Note1: Statistics as of December 31, 2019.

Note2: The latest destinations please refer to the website.

Passenger Load (including the CAL Group)

China 80.3% | Oceania 78.9%
Hong Kong 73.8% | Americas 84.1%
Northeast Asia 80.4% | Europe 80.3%

Southeast Asia 79.8%

12

1_1_1 BUSiness ove I'View GRI 102-2, 102-3, 102-4, 102-6, 102-7

China Airlines (2610) is the largest airline in Taiwan. Based in Taiwan Taoyuan International Airport, CAL mainly provides
international passenger and freight air transport services. CAL also has two subsidiary airlines: Mandarin Airlines and Tigerair
Taiwan. Mandarin Airlines serves domestic and regional markets, while Tigerair Taiwan offers a low-cost business model. With
a multi-brand strategy, members of the CAL Group share resources and complement one another's strengths and weaknesses
to provide a variety of options for customers based on an established network.

For more information on the business development of the fleet and route network, refer to CAL's Annual Report. Through
codeshare agreements with other airlines, the CAL Group offered flights to / from 29 countries and 160 destinations worldwide
as of the end of December 2019, while Tigerair Taiwan flies to 22 destinations on 29 routes.

China Airlines Mandarin Airlines

™wp 54.2 billion /@\ 12,110 91 ff@f\ mwp 2 billion

=’ Capital Employees Fleet Size &=’ Capital

Il m Taoyuan /@\ 1,023 13

H Headquarter (No.1, Hangzhan S. Rd., Dayuan Dist., Taoyuan City) —
Employees Fleet Size

Note: The latest operating fleet number please refer to the website.
M m Taipel
H Headquarter
(No.3, Alley 123, Ln. 405, Dunhua N.
Rd., Songshan Dist., Taipei City)

Tigerair Taiwan

,'f@j\ mwp 2 billion

& Capital

B /@\ 711 11
Employees Fleet Size

Ik Taipel
H ”l Headquarter
(No.3, Alley 123, Ln. 405, Dunhua N.
Rd., Songshan Dist., Taipei City)



http://calec.china-airlines.com/annual-report/annual_2019.pdf
https://www.china-airlines.com/tw/en/about-us/index
https://www.china-airlines.com/tw/en/about-us/index
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CAL Group's Operational Achievements JEEER

CAL's management and employees continuously work to strengthen its operational structure

through a variety of improvement strategies and integration of Group businesses. The aviation
market encountered extreme stress in 2019; the Anti-Extradition Bill movement in Hong
Kong and curbs on China's group tours took a toll on passenger transport; freight transport
was affected by the global trade slowdown caused by the Chinese-US trade war, resulting
in negative growth as a whole. Consolidated operating revenue totaled TWD 168.44 billion,
comprising TWD 111.41 billion from passenger transport, TWD 43.79 billion from freight

transport, and TWD 13.24 billion from other segments. Consolidated net loss before tax was

TWD 97 million. For more information, refer to the "Financial Performance” in the Appendix.

Operational Achievements

168.44 billion

Consolidated
Operating Revenue

97 million
Pretax Loss

111.41 billion

Passenger Revenue

43.79 billion

Cargo Revenue

Consolidated Financial Statement

(Unit: TWD billion)

Item 2016 2017 2018 2019
Passenger Revenue 95.28 102.22 108.35 111.41
Cargo Revenue 35.72 43.33 49.85 43.79
Other Revenue 10.08 10.57 12.52 13.24
Consolidated Operating Revenue 141.08 156.12 170.71 168.44
Pretax Profit 1.88 3.52 3.08 -0.097

Individual Financial Statement

13

(Unit: TWD billion)
Item 2016 2017 2018 2019
Operating Revenue 127.52 139.82 150.26 146.37
Operating Cost 112.25 121.85 137.62 135.01
Operating Expense 10.80 10.61 10.80 11.28
Income Tax Expense (Interest) 0.97 0.88 0.53 0.01
Salary Expenses 14.18 15.18 15.01 14.48
‘E\;‘pﬁ:zgii;‘ :::Cmtizl:yee Benefits 19.72 21.22 21.55 21.97
Post-employment Benefits 1.05 1.24 1.69 1.62

2019 Performance of International Passenger and Freight Transport

Passenger Transport Freight Transport
Company Flights
Tonnage
Passengers Market Share . Market Share
(Metric Ton)

75,970 13,900,100 23.45% 847,056 37.37%

34,379 1,288,578 2.17% 14,589 0.64%

18,537 2,783,726 4.70% 857 0.04%

Total 128,886 17,972,404 30.32% 862,502 38.05%

Source : Civil Air Transportation Statistics, “Table 16: Market Share of International and Cross-Strait Passenger and Freight

Transport of National Airlines, and Table 18: Passenger and Freight Traffic of Global Lines by National Airlines."
Civil Aeronautics Administration, M.0O.T.C.



7\
b xmem

SUSTAINABILITY WE CARE
(@)

Contents

0 Preface

1 Sustainability Management
Overview

1-1 About China Airlines

1-2 Sustainability Strategies and
Goals

1-3 True Value of China Airlines
1-4 Sustainability Management
Structure
2 Value Creation

3 Sustainability Governance

Appendix

1-1-2 Business Environment in the Aviation Industry

14

International dealings between passengers and freight rely heavily on air transport; therefore, air transport is a derivative need, and its volume is greatly affected by the social and economic
environment. According to statistics released by the International Air Transport Association (IATA), civil aviation transport operators carried 4.5 billion passengers and 250 million tons of freight
in 2019. This in turn created an output of USD 873 billion and 70.4 million job opportunities, and contributed 1.0% of the global GDP. This shows that air transport promotes the development of
society and the economy, and vice versa. CAL has routinely adjusted its Sustainability Strategy by reviewing the business environment of the aviation industry, as well as undertaking stakeholder
engagement and materiality analysis to strengthen its long-term development.

Business Opportunities

Growth of Global Air Transport Remains Optimistic, with Asia-Pacific Region Higher than
Average

According to IATA statistics, revenue passenger kilometers (RPK) and freight tonne
kilometers (FTK) have increased by an average of 6.8% and 4.5%, respectively, worldwide
over the past five years. Due to economic growth in emerging markets and the rise of the
middle class, RPK and FTK in the Asia-Pacific region have maintained growth rates of 8.5%
and 2.3%, respectively, with RPK growing at a faster pace than in other regions worldwide.
Looking to 2019 and regardless of tensions from the China-US trade war, global air
transport will continue growing at a slow pace thanks to expansionary fiscal policies and
easing monetary policies.

In 2020, the international air passenger and freight markets are expected to grow by 4.1%
and 2.0%, respectively. In the Asia-Pacific region, volume and capacity growth rates are
estimated at 4.8% and 5.5%, respectively. Compared with 2019, overall market has shown a
slight downward trend. This is the first time in recent years that capacity has grown faster
than volume. With the recent effects of the novel coronavirus (COVID-19) outbreak, the IATA
has lowered global RPK by 0.6% and RPK in the Asia-Pacific region by 8.2%.

Market Liberalization Sweeps Asia-Pacific Countries

Air rights are critical to an airline's route network and destinations, as well as to aviation
markets. Except for restrictions on cross-strait destinations, Taiwan has entered into open-
skies agreements with the United States, Australia, Singapore, Malaysia, and Thailand.
Existing airlines are offering additional flights, and new airlines have been granted air
rights to provide consumers with more options. In addition, ASEAN has actively entered
into the ASEAN Multilateral Agreement on Air Service to create a single aviation market,
which significantly reduces restrictions on civil aviation transport operators in ASEAN and
promotes the growth of aviation markets in the Asia-Pacific region.

Policy Supports Travel Demand in Taiwan

Since 2016, the government of Taiwan has implemented the New Southbound Policy,
which focuses on "economic and trade cooperation, talent exchange, resource sharing, and
regional connectivity" to strengthen strategic partnerships with 10 countries in ASEAN, 6
countries in South Asia, Australia, and New Zealand, and to promote tourism in Taiwan.

To continue expanding into more quality markets worldwide, CAL pursued two strategies:
Increasing international marketing outlets and consolidating operations for key prospects;
and expanding cross-border, cross-domain, and cross-industry cooperation, while
improving the competitiveness of Taiwan's tourism. According to statistics published by
the Tourism Bureau of the Ministry of Transportation and Communications, there were
approximately 11.84 million visitors to Taiwan in 2019, an increase of about 7% over the
11.07 million in 2018. Visitors from China increased by a slight 0.5%. Visitors from countries
other than China increased by a strong 9%; in particular, total visitors from Japan exceeded
2 million on December 9, 2019. Visitors from Japan and South Korea both hit record highs,
with an increase of 10%-20% each. Visitors from the 18 southbound countries increased by
about 6%. This shows that the New Southbound Policy helped drive the development of the
civil aviation industry.

E-commerce Is Gradually Transforming the Air Cargo Market

In the 2000s, internet technology gradually matured. E-commerce models have advanced
from portals and search engines, to business to business (B2B), business to consumer (B2C),
and consumer to consumer (C2C). With the popularity of internet access, consumers start to
shop via virtual channels, leading to the replacement of physical channels by fast-growing
e-commerce.

CAL Introduces Modern, Efficient Fleets

CAL has continued to update our fleet, and has introduced new aircraft and short-haul
flights. We are expecting to introduce the Boeing 777 Freighter (777F) in 2020, and the
Airbus A321neo family of narrow-body jet airliners in 2021. To offer improved in-flight
service and product consistency, CAL is currently introducing portable Wi-Fi streaming
audio / video products on the Boeing 737-800, refurbishing the Airbus A330-300 cabin
interior, and upgrading products and Wi-Fi signal receivers on the Boeing 777-300ER and
the Airbus A350-900 Premium Economy. In the future, the Airbus A321neo family will have
state-of-the-art cabin equipment, including full-flat seats in Business Class; lightweight,
ergonomic seats in Economy Class; and 4K high definition in-flight entertainment
systems with the industry's fastest Wi-Fi, to provide more entertaining, comfortable travel
experiences to every passenger.
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Business Risks

Global Trade Tensions Caused by Protectionism

After World War Il ended in 1945, the post-war new order was set by liberalization,
privatization, and marketization. This further led to neoliberalism and globalization in the
trade, finance, and air transport markets. Financial risks and economic inequality were the
underlying causes of the Global Financial Crisis of 2008. Afterwards, protectionism rose
as countries intended to protect their own benefits, including punitive tariffs in the China-
US trade war and Brexit, which had an impact on the global supply chain. According to IATA
statistics, the China-US trade war had the most severe impact of all of these on air freight.
For 2019, FTK was revised from a 0% growth rate down to -3.3%, marking the worst
performance since the global financial crisis in 2008-2009. In the long run, protectionism
may erode international trade and hinder economic recovery worldwide.

Fluctuations in Oil Price and Exchange Rates Affecting Airline Operations

The price of oil is affected by the global political and economic situation. As one of the
uncontrollable costs of airlines, the price of oil is one of the five major operating costs in
parallel with depreciation and rental expenses, ground and depot fees, personnel expenses,
and maintenance costs. According to IATA statistics, the average price of aviation fuel in
2019 was USD 79.70 per barrel, and the cost of aviation fuel accounted for 23.7% of costs;
a decrease of 10.6% compared with 2018. This indicates that oil is extremely sensitive to
airline operations. Due to the impacts of the China-US trade war and the novel coronavirus
(COVID-19), the long-term trend has been toward a sluggish global economy. Slowing
demand and oversupply are likely to have an impact on the crude oil market. The IATA
has estimated average jet fuel price will be US$75.60 / barrel for 2020. In response to the
downward trend in oil demand, the Organization of Petroleum Exporting Countries (OPEC)
and its allies reached an agreement to reduce oil production in December 2019 in order to
avoid aggravated oversupply.

Intense Competition and Emerging Airlines

With a trend of market liberalization in the aviation industry, countries have gradually
removed their control over civil aviation transport operators and have adopted an open-sky
policy. According to IATA statistics, the number of passengers in the Asia-Pacific region is
expected to double to 3.9 billion by 2037. This is as a result of the continuing expansion of
route networks by existing airlines and the rise of emerging airlines, including low cost
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carriers (LCC). In 2019, many foreign airlines initiated flights to Taiwan, making competition
even more intense. The global aviation industry suffered a severe jolt in 2019, with a total
of 26 airlines worldwide going bankrupt or closing down — the largest number in history.
Starlux Airlines commenced operations on January 23, 2020, breaking into a market once
dominated by two major players, CAL and EVA Air. As the aviation industry is capital-intensive,
high-cost, and low-profit, ways to create operating cost advantages through innovative
business models in unfavorable market conditions will become the key to airline survival.

Boeing 737 MAX Grounded in 2019

The crashes of Lion Air Flight 610 and Ethiopian Airlines Flight 302 resulted from Boeing
electronic system malfunctions. Since March 2019, a total of 387 Boeing 737 MAX airplanes
have been grounded. The delivery of newly manufactured 737 MAX airplanes was also
suspended. In January 2020, Boeing suspended production of the 737 MAX. The two
crashes and the grounding of the 737 MAX cost Boeing US$9 billion (about TWD 270 billion),
further causing its suppliers to lay off employees. As the resumption of Boeing 737 MAX
flights recedes into the distance, the aviation industry has repeatedly delayed the return of
the Boeing 737 MAX, affecting airlines' profits and growth plans.
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1_2 Sustainability
Strategies and
Goals

1-2-1 Sustainability Vision

To show its determination to create value for stakeholders,
CAL has established a sound sustainable management
mechanism in line with 17 Sustainable Development Goals
(SDGs) officially launched by the United Nations(UN) in 2016,
hoping to maximize the benefits for the country, society,
and all stakeholders. As a corporate citizen, CAL supports
the UN's SDGs and focuses its sustainable development on
nine SDGs in accordance with the SDG Compass and related
sustainability reports of the International Civil Aviation
Organization (ICAO), the Air Transportation Action Group
(ATAG), and the international transportation industry.

9 Sustainable Development Goals Focused from
China Airlines

Governance

Environmental

16

1-2-2 Sustainability Strategy

In addition to offering a strong framework that is required to regulate sustainable development, corporate sustainability also
allows an organization to maintain its commitment to stakeholders in both the value chain and the industry chain. CAL's vision
and the core of its sustainable development is to become the preferred airline in Taiwan. CAL's sustainability strategy is based on
safety and governance, with the following focuses: fleet and network, product and service, Group business, and brand awareness.
Established through the value creation model, such focuses cover the aspects of economy, environment, and society; and they echo
the UN's 9 Sustainable Development Goals (SDGs). In view of the Group’s resources and the issues of concern to stakeholders, CAL
strives to improve its values regarding trust, human resources, cooperation, environment, and society.

China Airlines Sustainability Strategy

0 Vision =

v J Become the preferred airline in Taiwan

Mission =

XB Create more wonderful moments through flying

/N [ /\ Value -
o

U Believe we can always do better

Sustainability Strategy Framework

Sustainability Strategies Direction Echo to UN SDGs

* Mutual Benefit
Product and Service utual Benefi
» Technology

Sustainability Strategies Direction Echo to UN SDGs

Safety « Flight Safety

« Training
Governance * Talent . .
o . .

’ EffiCiency . .
Fleet and Network « Green
Transportation . .

e Multi-Brand

Group Business
up Busine e Partnership

e Local Brand

Brand Awarness
W e Accessibility
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1-2-3 Business Model and Value Creation

Capitals Input

(Unit: TWD million)

« Depreciation / amortization k
expense 2,956.5

« Aircraft procurement expense
or procurement expense

8092.9

« Infrastructure construction or
maintenance expense 30,642.2

« Charitable activity k

Bt « Capital 146,372

. P n
« Community activity

expense 6.0

« Brand management
expense 15.4

« Customer service
management cost
1,150.5

« Industry-academia
partnership cost 15.0

* Supplier ESG managment %

expense 0.37
Financial

Social and ) ’ Manufactured
Relationship Capital 6

Capital

4

Natural Intellectual

1 i

« Environmental protection k « Employment expense 1.6 k « Product R & D funds 1.84 k

expense 19.3 « Investment in process

improvement or system
research and development 95

« Employee benefits cost 212.9
« Employee training cost 254.1

+ Middle or top management

g Gt 1.5 « Investment in patents 0.013

« Research and development
employee training 1.7

( E Six Sustainability Strategies
Business Model .
[ 3 , — Action Plan

Six Sustainability Strategies :

Fleet and Network — Promote highly efficient fleets and network to forward environmental friendliness
Product and Services — Create sustainable services with sustainable value and technology
Governance — Root sustainable concept in value chain to make positive influence

Safety — Embed the safety culture into products and services

Brand Awareness — Promote local brand and transportation friendly

Group Business — Spread sustainability to group business to improve cooperation and sustainable development

17

Business Model

Fleet and Network

« Focus on target markets /
customers

« Facilitating regional fleet
replacement project

« Developing high-yield inbound
and transferring market

« Optimizing network planning
and scheduling

« Increasing market share in
long-haul flights

« Maintaining partnerships
with alliance members and
codesharepartners

q Product and Services

« Providing quality of in-flight
products and services

« Strengthening baggage tracking
control

« Aimed for move to new terminal

« Strengthen air transport services

intelligence

« Freight operation sustainable
development

Governance

« Enhance employee professional competence

and career goal development

« Optimizing group multi-brands

to satisfy different markets and
passengers’ demand

QuauTy

EDUCATION

hol 5 &,

ANDWELLBENG

CLEVWATER
17 Danrsies ANDSANITATION
FORTHEGOALS

Become
@ the preferred
airline in
Taiwan

13 CUMATE . N
AGTION 00,? . 6%\9
O Unities a®

ESPONSBLE DECENT WORKAND
12 Soooenn EEOACHH
ANDPRODUCTION

O i

L
sustainable Developme"

« To ensure flight safety and sustainable
capability reformation

« Strive for more airport useable
land from government

Brand Awareness

« Corporate culture and brand image

!

Objectives & Performance

B

Resources

|
Y

[}
Corporate

Governance
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Value Creation

Outcome

Corresponding Chapter
+ 1-1 About China Airlines (P.12

Financial

Operating revenue (TWD million): 146,372

Revenue reduced by 3% Compared to 2018, the EBITA rate increased by 37%

« The punctuality rate of high-level repair and maintenance service was above the target (97%)
* Promote a safety culture based on the spirit of "safety awareness, full participation, active management,
and implementation” to achieve zero safety incidents « 1-1 About China Airlines (P.12)

 Punctuality rate of high-level repair and maintenance service:100%

* Number of incidents causing casualties or flight crashes: 0

« Number of existing destinations (including new ones): 77
passenger destinations / 36 freight destinations

» Number of passengers/freight worldwide: RPK 42,533 (million) /
FRTK 5,363 (million)

Manufactured ——1 —=& -« For freighters, two destinations (Nagoya, Japan and Mumbai, India) were added to increase the flexibility of —#
the service network
« Compared to 2018, the number of passengers grew by 1.89% and the volume of freight reduced by 9.2%

worldwide

* 2-1 Trust (P.34)

« Improved quality of cabin equipment and optimized quality of audio-visual programs and system stability on A330
« Improved comfort of premium economy class seats on Boeing 777

« Revenue / number of passengers (seats) created by newly launched « Cabin design of the new aircraft A321neo
products or services: 12,553 « Improved quality of in-flight WiFi on Boeing 777 and A350 « 2-1 Trust (P34
Intellectual ———& < Number of cost-saving patents: 57 —=& « 63.3 man-month / year was saved —u
* Number of patents obtained: 1 * The cost of TWD 676.5 million was saved * 2-2 Human Resources (R48)
* Number of R&D employees trained: 240 « CAL's intellectual property rights were continuously maintained

« The skills of information employees were enhanced in response to the development of or updates to
information systems

* Number of new employees: 506 * New employees retention rate increased by 5.21%
« Retention rate: 96.58% « Compared to 2018, the retention rate increased by 0.04%
Human ——— & ¢« Employee turnover: 5.62% —& « Compared to 2018, employee turnover decreased by 0.26% —M « 2-2 Human Resources (P.48)
« Total number of employee training hours: 300,598 « Related training was organized based on the needs of business operations
* Total number of middle or top management training hours 13,754 « Job-related training was organized to improve management knowledge and consensus
« Electricity consumption (kWh): 34,087,981 « 928,781 kWh of electricity was saved through a sound energy management system
« Carbon reduction (tons): 7,082,232.84 « Carbon emission reductions of 124,365 tons were achieved through various carbon reduction measures

» Waste reduction (kg): 5,123,655 * 136,206 kg of waste was reduced through improved waste management

Natural » Water consumption (thousand tons): 146.49 — « 3,244 liters of water were saved through continuous water management —¥ +2:4 Environment (P76}

* Number and percentage of green buildings: 2 / 66.67% « Elevator power recycled: 1,423 kWh

« Solar photovoltaic investment (kWh): Power generated: 90,000 « Cumulative power saved: 216,000kWh

» Number of charitable activities: 13

* Number of beneficiaries: 800 « Support was provided for the disadvantaged to improve quality of life, level of education, and social

* Number of community activities: 49 balance

* Number of participants: 1264 « Students were trained to develop a habit of independent reading

* Number of sponsorships: 52 * Revenue of TWD 27,571,992 was created through improved business development and brand image

* Result of brand promotion (TWD million): 48.9 « CAL's promotional video, "What Travel Brings You,” was well received and successfully increased the « 2-1 Trust (P.34)
Social and « Passenger transport customer satisfaction rate: 87.7% brand favorability, driving the sales to grow by 48% o 717 [Mviine Eecaneea (206
Relationship ———®& < Number of passenger transport customer complaints: 2,946 —& « Compared to 2018, the overall passenger satisfaction rate increased by 0.5 points —N i
Capital « Freight customer satisfaction rate: 88.6% « Compared to 2018, passenger satisfaction rate increased by 1.3 points which was 0.6 points beyond the = 2-3 Cooperation (R72)

» Number of freight customer complaints: 0 target = 2-5 Society (P.102)

e Number of industry-academia partnerships: 32 « Compared to 2018, freight customer complaints decreased by 100%

* Number of industry-academia partnership projects: 5 * The purpose of industry-academia partnerships was to develop national aviation professionals

* Number of participants: 99 * Up 15.74% in 2020 from 2019

» Coverage of sustainable supply chain management: 65.27% * Up 16.54% in 2020 from 2019

« Number / proportion of suppliers under sustainability audit: 12.69%
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1_3 True Value of
China Airlines

In order to embrace mutual prosperity along with our
stakeholders and endeavoring to create sustainable value
for all stakeholders, CAL has integrated six forms of capital
(financial, natural, manufactured, intellectual, human, and
social) to its corporate vision and strategy, introducing the
concepts of true value to monetize the environmental and
of social externality's costs and benefits. This true value
is viewed as an important reference point for corporate
sustainability, and it helps all stakeholders understand the
Company's sustainability performance.

Procedures for Assessing True Value

1 Create the impact map

Set the scope

N
e e

3 Identify impact factors of material
externalities

4 Collect internal data

‘—I«

5 Calculate environmental and social
externalities

6 Monetize external costs and benefits

I{—

19

True Value

According to the result of the calculation, CAL's traditional financial performance (earnings before interest, taxes, depreciation,
and amortization, EBITA) increased by 37% to TWD 28.37 billion in 2019 from 2018; the true earnings generated in economic,
environmental and social aspects came to around TWD 29.45 billion in 2019, reflecting a positive difference of TWD 1.08 billion and
TWD 6.29 billion compared to EBITA and true earnings in 2018 respectively due to the positive benefits created by the respective
increases of 17.9%, 438.4%, and 481% in "waste recycling,” "water recycling,” and "green fares." In line with the characteristics
of the aviation industry, "greenhouse gas (GHG) emissions” and "noise pollution" were the main sources of external costs. The
negative benefits of GHG emissions and noise pollution were reduced by 1.92% and 27.2% respectively in 2019 from 2018,
showing CAL's active engagement in environmental sustainability initiatives such as "GHG reduction,” "noise pollution prevention,”
"waste and water recycling,” and "green fares." In CAL's true earnings in 2019, environmental external costs totaled TWD 16.6
billion, and positive benefits created by additional economic value and social externalities totaled TWD 17.7 billion.

True Value of China Airlines (Unit: TWD thousand)

Increase 1.08 billion True Earning Increased 6.29 billion

29,457,853

@ 17.636,642

28,377,290 Q2123
[ o

-~ Tkt 23,163,932

@ 16,579,081
20,672,972

Earning a e 2019 2018

(EBITA) True Earning True Earning
* Employee * Renewable energy usage * Employee training
expenditure and * Water recycling « Cooperative education
benefits « Waste recycling

« Public expenditure | ° Green fares
« Green procurement

e GHG emissions « Occupational injuries
« Air pollution & emissions

« Water resource consumption
* Noise pollution

* Waste treatment

. Economic Value-Add . Environmental Externalities Social Externalities
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1_4 Sustainability
Management
Structure

Corporate Sustainability Committee

Board Of Directors ‘

Highest Level
(Chairman, Directors)

Second Level
(President)

Managments In Charge
(Senior Vice Presidence)

Coordinating Divisions
& Support Divisions

Corporate Social
Responsibility and
Sustainable Development
Best Practice Principles

1-4-1 Corporate Sustainability Committee

Under the challenging and rapid changing environment with the growing trend regarding sustainability, CAL followed by the
international trend of sustainability and referred to the experience from the benchmarking companies to establish its Corporate
Sustainability Committee in 2014 (see figure below), the highest governing body of sustainability promotion, and set the

Corporate Social Responsibility and Sustainable Development Best Practice Principles. The Corporate Sustainability Committee
comprises six task forces in all, and they are responsible for setting and implementing short-term, middle-term, and long -term

sustainable development goals to enforce the sustainable development.

Corporate Sustainability Committee

* Report the progress and performance to the board ofdirectors, once a year.
(Risk Management Committee, a functional Committee of the Board,
resolves on the risk and opportunities related to sustainability)

¢ Convene the meeting, at least twice a year.
* Report the progress of each task force, once every quarter.

Cooperation

Human Ressource

Corporate Governance ‘

Corporate Development
Office

« Finance Division

¢ Legal & Insurance Division

e General Audit Office
« Corporate Safety Office

i

Maintenance Division

* Finance Division

¢ Inflight Supply Chain &

Marketing Division

¢ Administration Division

e Ground Services
Division

l

Data Protection & Quality Corporate Safety

Management Office Office

* Passenger Sales & Marketing ¢ Environment
Division Committee

(Please refer to

Chapter 2-4 Coporate
Environmental Committee

« Cargo Sales, Marketing &
Service Division

e Cabin Crew Division Organization)
e Ground Services Division

« Inflight Supply Chain &
Marketing Division

« Corporate Safety Office

« Flight Operations Division

» System Operation Control
Division

» Maintenance Division

* Information Management
Division

¢¢

Corporate
Communication Office

 Volunteers Club

L

Hunam Resources

Division

e Occupational Safety
& Health Department

e Corporate
Development Office

* Maintenance Division


http://calec.china-airlines.com/csr/en/download/pages/management_vision_csr.pdf
https://www.china-airlines.com/tw/en/Images/08_Corporate-Social-Responsibility-and-Sustainable-Development-Best-Practice-Principles_tcm264-3468.pdf
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Sustainability Goals of Each Task Force
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Task Force Corresponding Material Issues Short-term Goals (2020) Medium-term Goals (2025) Long-term Goals (2030)
c @ Governance and Integrity Achieving 100% of sustainability tasks for the Regularly reporting progress on CSR tasks to the Disclosing sustainable development of airline
orporate Management year and establishing the employee awareness Corporate Sustainability Committee and holding g . P
Governance i . : . i . transport affiliates
@ Risk and Crisis Management improvement plan at least two CSR training sessions for affiliates
@ Financial Performance
@ Brand Management A d build S lobal bil
ssisting industry partners in buildin orting global sustainability initiatives to
@ Fleet Development and Implementing operating mechanisms for SDGs I _l glndu y.p n Bultcing up upport! g_g u_ ! fty initiativ
capacity for sustainable development expand the industry influence
Management
Received IS027701 Privacy Information Maintaining validity of 1ISO27701 Privacy
Implementing personal data management Management certification in the collection, Information Management certificate; reaching
systems, in accordance with GDPR and personal | processing, and use of personal data in the 90 points or more in Dow Jones Sustainability
data protection laws Passenger Service Management Procedure Index (DJSI) Personal Data Protection evaluation
(including Taiwan and EU headquarters) criteria
Trust

@ Flight Safety Management

@ Passenger Service Management
@ Freight Service Management

@ Privacy and Information Security

@ Customer Relationship and
Satisfaction

@ Sustainable Innovation and
Development

@ Market Competitiveness

Increasing the freight customer satisfaction rate
to 88%

Increasing the freight customer satisfaction rate
to 89%

Increasing the freight customer satisfaction rate
to 90%

Introducing robotic process automation (RPA)
to optimize internal operating procedures and
customer service mechanisms, organizing RPA
training, and installing chat bots

Promoting a smart airport: Establishing a
smart airport at Terminal 3 of Taiwan Taoyuan
International Airport; improving customer
satisfaction through digital innovation initiatives

Promoting intelligent tourism: Integrating
tourism-related industries (such as
transportation, hospitality, insurance, catering,
and tourist attractions) to provide a one-stop
smart travel eco-system

Continuously participating in aviation associations
and increasing influence

Publishing aviation study results to improve
aviation industry technical capacity

Developing innovation initiatives with other
airlines to drive innovation momentum

Strengthening the promotion of just culture

Strengthening safety culture

Continuously enhancing the safety management
system (SMS)

Human Resources

@ Labor Relations and Management
© Human Rights

4 Sustainable Employment and
Talent Attraction

© Occupational Safety and Health
Management

Organizing eight insider sharing sessions
to provide an opportunity for internal cross
disciplinary networking

Completing the establishment of all internal
online training materials in various professional
fields

Application to Taiwan's aviation talent
development

Establishing CAL's aviation management talent
pool

Establishing the optimal learning path for CAL's
aviation management talent pool

Promoting Taiwan's aviation talent development

Percentage of female manager reaching 24.5%

Percentage of female manager reaching 25%

Percentage of female manager reaching 27%
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Task Force

Corresponding Material Issues

Short-term Goals (2020)

Medium-term Goals (2025)

Long-term Goals (2030)
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@ Sustainable Supply Chain
Management

Maintain SAQ Score at 85 points

Maintain SAQ score at 87 points

Maintain SAQ score at 89 points

Optimize risk management for sustainable
supply chain, implement SAQ, and audit 30% of
critical tier-1 suppliers by 2020

Expand the scope of supply chain management,
implement SAQ audits, and audit 100% of critical
tier-1 suppliers by 2025

Providing supply chain training, improve
assistance mechanisms, and continuously
implement a SAQ
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Overview

1-1 About China Airlines
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# Climate Change Mitigation and
Adaptation

@ Environmental Management
System Development

@ Energy Management
@ Resource Management

@ Green Service Operations

Improving annual aviation fuel efficiency by 1.5%
(flight operations)

Improving annual aviation fuel efficiency by 1.5%
and maintaining carbon-neutral growth from
2020 (flight operations)

Improving annual aviation fuel efficiency by 1.5%
and maintaining carbon-neutral growth from
2020 (flight operations)

Reducing carbon emissions by 38% as compared
with 2009 (ground operations)

Reducing carbon emissions by 40.43%
compared with 2009 (ground operations)

Reducing carbon emissions by 42.34% compared
with 2009 (ground operations)

Implementing TCFD (Taskforce on climate-related
financial disclosure) evaluation and disclosure

Implementing carbon pricing operation

Implementing carbon pricing operation

Reducing general waste (non recyclable) by 2%
compared with 2018

Reducing general waste (non-recyclable) by 7%
compared with 2018

Reducing general waste (non-recyclable) by
12% compared with 2018

Industrial waste recycling ratio reaching 40%

Industrial waste recycling ratio reaching 45%

Industrial waste recycling ratio reaching 50%

Reducing water consumption by 1.5% compared
with 2018 (Ground)

Reducing water consumption by 5% compared
with 2018 (Ground)

Reducing water consumption by 7% compared
with 2018 (Ground)

Reducing paper consumption by 5% compared
with 2018

Reducing paper consumption by 10% compared
with 2018

Reducing paper consumption by 15% compared
with 2018

Embargoing transport of endangered species
and prohibiting use of illegal species as food
ingredients

Embargoing transport of endangered species
and prohibiting use of illegal species as food
ingredients

Embargoing transport of endangered species
and prohibiting use of illegal species as food
ingredients

Society

# Social Feedback and Engagement

Increasing proportion of sponsorship for charity
events

Developing opportunities for students to receive
international education

Improving quality of education in underdeveloped
areas / developing countries

Organizing at least one long-term social welfare
project

Promoting economic growth and employment
assistance in underdeveloped areas / developing
countries; improving social well-being

Enhancing the benefits of sponsorships regarding
improving society

@ Economic

@ Social

@ Environmental

Note: The importance of material issues to CAL may correspond to more than one task force; table lists only most relevant task force.
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1-4-2 Materiality Analysis and Stakeholder Engagement

Materiality Analysis

CAL identified eight stakeholders in accordance with the five major principles defined in the AA1000 Stakeholder Engagement Standard (SES), then established the following procedures for
materiality analysis based on the reporting principles of the GRI Standards (stakeholder inclusiveness, sustainability context, materiality and completeness) to identify material issues of
stakeholders’ primary concern. Different channels of communication are also established to respond to stakeholders' needs and expectations.

Step 1

Stakeholder Identification

Step 2

Review and Identification

Step 3

Evaluation and
Prioritization

Step 4

Validation and Response

CAL identified eight stakeholders, namely employee, customer,
investor, government, partner, community, media, and association
in accordance with the five principles set in AA1000 Stakeholder
Engagement Standard (SES).

Based on the results of the 2018 materiality analysis, and after
reviewing new sustainability and aviation industry trends and
major incidents in which CAL and the aviation industry were
involved in 2019, CAL identified 23 material issues, including
the newly added issue Privacy and Information Security.

After identifying material issues, CAL used the materiality matrix
(based on results from 307 questionnaires conducted in 2018) to
evaluate stakeholders' degree of concern, their level of impact on
business operations, and the materiality of major domestic and
international incidents that occurred in 2019. Following this, we
then prioritized the material issues based on the GRI Standards
reporting principles, including issues' degree of importance to
CAL, impact on stakeholders' evaluation and decision making, and
significance of the issues' impact on the economy, environment
and society. The prioritization results were then reviewed and
discussed by both external experts and internal sustainability
officers, then matched with specific topics and boundaries under
the GRI Standards. In particular, the materiality of Labor Relations
and Engagement, Fleet Development and Management, and
Climate Change Mitigation and Adaptation increased.

The Corporate Sustainability Committee, the
highest governing organization of corporate
sustainability, resolved on the material issues in
2019 and disclosed each material issues in the
Report and on CAL's CSR website.

CSR Website

A

A

High

SUOISI29(] @ SJUBWSSISSY JOPIOYIYR)S U0 IuUaN)yu]|

Resource
Management

Environmental Management
System Development
Sustainable Supply

Chain Management
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Governance and
Integrity Management

Flight Safety
Management

Risk and Crisis
Management

Passenger Service
Management

Privacy and
Information Security
Financial Performance

Climate Change
Mitigation and

Fleet Development Adaptation
and Management
Brand Management
? Market Competitiveness
Energy Customer Relationship

Green Service Management and Satisfaction
Operation
Sustainable Innovation and Development
<>—‘ Freight Service Management
) High
Importance for China Airlines
<> Economic Social <> Environmental The size of the rhombus represents the impact of China

Airlines operations on economic, environmental and society.


http://calec.china-airlines.com/csr/en/index.html
http://calec.china-airlines.com/csr/en/index.html
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Importance of and Changes in Material Issues for 2019
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Material Issues

Change

Importance to CAL

@ Flight Safety Management None Zero flight safety accidents form the basis for creating sustainable customer value
. A robust corporate governance framework and sound ethical corporate management are fundamental to
@ Governance and Integrity Management None T
corporate sustainability
X . Risk management plays a key role in Company's sustainable development. Faced with ever-increasing
# Risk and Crisis Management None . ) . . ) . . . . .
categories of risk, CAL is committed to reducing risks and improving our resilience to crises
CAL aims to provide quality products and services, to meet passengers’' needs and become the preferred
@ Passenger Service Management None P g yP P g P

airlines in Taiwan

# Labor Relations and Engagement

Adjusted priorities in degree of stakeholder concern: The
labor strike took place at Lunar New Year and attracted
attention from the media and investors

Maintaining harmonious labor-management relations is a priority for Company. CAL is committed to
strengthening diversified communication with employees and creating an equal and friendly work
environment

@ Privacy and Information Security

A new issue, privacy and information security, was added
due toits increased importance. The implementation of the
EU's GDPR has seen huge fines successively imposed,
attracting worldwide media attention

With the popularization of information systems, and in order to comply with domestic and foreign
information security laws and regulations, CAL continuously improves our information security
governance system and protection capabilities, and prioritizes information security control in daily
business operations. The protection of personal data and customer privacy is closely tied to our reputation
and customer trust

@ Financial Performance

None

The pursuit of profit through operating and financial performance is the foundation of our stable operations

@ Brand Management

None

Through brand management, we create the "Most Reliable” brand image, enhance global brand visibility,
and strengthen customer loyalty, which facilitates business and market expansion

# Climate Change Mitigation and Adaptation

Adjusted priorities in degree of stakeholder concern:
Responded to the World Tourism Organization's COP25
proposal that the aviation industry continue to grow while
also shouldering responsibility for carbon reduction

As global climate change and energy consumption become ever-more pressing concerns, CAL fully fulfills
our environmental protection responsibilities and obligations by actively participating in and responding to
environmental protection initiatives at home and abroad; reducing environmental impacts; and identifying
risks and opportunities early on, in order to strengthen our carbon management and climate resilience

# Fleet Development and Management

Adjusted priorities in degree of stakeholder concern: To
stay competitive, CAL implemented the fleet update plan
to improve efficiency and reduce carbon emissions

CAL continuously strengthens fleet quality and introduces environmentally-friendly models, to build an
efficient worldwide air transport network and provide more comfortable and safer travel experiences for
passengers

@ Market Competitiveness

None

Faced with an ever-changing aviation industry and the emergence of new airlines, CAL optimizes our
route network, develops potential markets and customers, and makes good use of group resources to stay
competitive
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Material Issues

Change

Importance to CAL

© Occupational Safety and Health

CAL aims to provide a safe and healthy workplace, promote a variety of health promotion activities, and

None
Management reduce both occupational accident rates and construction risks to improve employee cohesion
@ Environmental Management System None CAL establishes a sound environmental management system (EMS) to improve environmental governance
Development policy and risk management quality, and enhance ecological benefits
Customer trust and satisfaction are the most important driving force for CAL's continued growth. Providin
@ Customer Relationship and Satisfaction None . L. . P g g g
professional service is our commitment to customers
We continue to move toward low-carbon operations by focusing on energy conservation and ener
@ Energy Management None L. P 4 9 v gy
efficiency management
CAL strengthens sustainable value for the overall supply chain by managing our upstream and downstream
@ Sustainable Supply Chain Management None . g PRy Y ging P
suppliers
i We ensure the completeness of our human rights policies, in order to comply with international trends in
© Human Rights None . .
human rights and to protect human rights
. i We continue to innovate in products and services, and provide value creation capabilities to meet customer
@ Sustainable Innovation and Development None ) .
demand for technological services
# Sustainable Employment and Talent None CAL establishes a sound training system and structure to attract and train aviation professionals; we value
Attraction the development of employee competency in order to promote sustainable employment
CAL optimizes the working environment and energy management, keeps track of on-site environmental
@ Resource Management None . . . . . -
operations, and implements environmental protection and energy conservation policies
i . With the increased awareness of green consumption, CAL reduces waste and derived processing costs by
@ Green Service Operations None . . . .
promoting green consumption and optimizing service processes
@ Social Feedback and Engagement None CAL gives back to society, to create social value as part of our commitment to corporate sustainability
We optimize freight services through price differentiation and special cargo delivery, in order to provide
@ Freight Service Management None P B e P g Y P

quality freight services for customers
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Material Issues Corresponded to GRI Standards
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Boundary
Material Issues Corresponding to GRI Internal (Note) External Corresponding Chapter /
(Sorted by Level of Concern) Topic-specific Standards Section
China Mandarin Tigerair
. . . Government Customers Partner
Airlines Airlines Taiwan
# Flight Safety Management GRI 404 Training and Education [ J (] [ ] O O 2-1 Trust
GRI 201 Economic Performance [ ] o [ O 1-1 About China Airlines
# Governance and Integrity Management
# Passenger Service Management
GRI 205 Anti- ti GRI Content Ind
@ Privacy and Information Security n I corrup !o.n . [ ] [ ] O A ontentindex .
GRI 206 Anti-competitive Behavior 2-1-2 Passenger Service
@ Financial Performance
4 Market Competitiveness
@ Customer Relationship and Satisfaction
# Sustainable Innovation and GRI 415 Public Policy [ ] [ ] GRI Content Index
Development
# Freight Service Management
GRI 418 Customer Privacy [ ] [ ) (] 2-1-2 Passenger Service
# Risk and Crisis Management GRI 102 General Disclosures: 0-1 About The Report
1. Organizational Profile [ J O 0-2 Letter from Management
@ Fleet Development and Management 2. Strategy 3-2 Risk Management
1-2 Sustainability Strategies
@ Brand Management - [ ] O O @) and Goals
2-5 Society
GRI 204 Procurement Practices
GRI 308 Supplier Environmental
# Sustainable Supply Chain Management uppi v [ ] A 2-3 Cooperation

Assessment
GRI 414 Supplier Social Assessment
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Boundary
Material Topic Corresponding to GRI Internal (Note) External Corresponding Chapter
(Sorted by Level of Concern) Topic-specific Standards Section
China Mandarin Tigerair
L . : Government Customers Partner
Airlines Airlines Taiwan
GRI 202 Market Presence [ ] [ ] (] [ J
GRI 401 Employment
GRI 402 Labor / Management [ ] [ ] (] O O
Relations
GRI 403 Occupational Health and 2-2 Human Resources
P ° ° ° o)
Labor Relations and Engagement Safety
Occupational Safety and Health
P y GRI 404 Training and Education [ ] o ([ J O
Management
Human Rights GRI 405 Diversity and Equal ° P °
Sustainable Employment and Talent Opportunity
Attraction e
GRI 406 Non-discrimination
Social Feedback and Engagement GRI 408 Child Labor ° P P ° 2-2 Human Resources
GRI Content Ind
GRI 409 Forced or Compulsory Labor ontentindex
GRI 407 Freedo.m of Asst.)c.iation and ° ° o 2-3 Cooperation
Collective Bargaining
GRI 412 Human Rights Assessment [ ] 2-2 Human Resources
- 2-5 Society
. o GRI 302 Energy [ J O
@ Climate Change Mitigation and
Adaptation GRI 303 Water ° ° O 2-4 Environment
@ Energy Management
# Environmental Management System GRI 305 Emissions [ J o o O A
Development
# Resource Management GRI 306 Effluents and Waste [ ] (] O
@ Green Service Operations . . GRI Content Index
GRI 307 Environmental Compliance [ ) (] A

@ : Direct influence

O : Indirect influence

A : Business influence

Note: The boundary of the Report mainly focuses on China Airlines. Only some related performance data of Mandarin Airlines and Tigerair Taiwan are disclosed.
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Sta keholder Engagement GRI 102-40, 102-42, 102-43, 102-44
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CAL identified eight major stakeholders including Employees, customers, investors, government, partners (suppliers and contractors), community, media and associations (including aviation
organizations). To understand our stakeholders' needs and expectations, we have established relevant, unimpeded communication channels and platforms based on stakeholders' attributes and
needs. We also report to the Board of Directors in the first quarter of each year, to disclose details of communications with stakeholders, including key points and frequency of communication.

Stakeholder & Importance to CAL

Top 3 Issues

Communication Channel

Communication

Key Points of

Communication Results

Corresponding

(Sorted by Level of Concern) Frequency Communication Chapter
Employees
We view our employees as our most valuable .
assets. CAL has improved and optimized @ Flight Safety Management 1 Labor-management meetings 1. Monthly 1.Emplo‘yment and
o " P p Labor Relations and 2. Labor unions 2.0n demand retention of employees | The employee satisfaction survey is
working conditions and the working 3. Employee suggestion boxes 3.0n demand 2.Employee development, | carried out once every two years. In | 2-2 Human
environment to establish a safe and growing Engagement . R K . .
- ] R 4. Employee feedback website 4.0n demand rights and interests, 2019, the employee satisfaction rate Resources

workplalce. CAL is dedicated to malntz?nnlng # Governance and Integrity 5. China Airlines newsletter 5. 0n demand healthy and safe was 6.4 (out of 10)
harmonlou§ labor—managemt.ent relatlons Management 6. China Airlines Retirees Portal 6.0n demand workplace
through unimpeded communication channels,
thus creating a win-win situation

1. Customer satisfaction survey

2. Global business meetings 1.0n demand 1. Customer Relationship
Customers @ Flight Safety Management 3. Taiwan business meetings 2.0nce every year Management 1. Passenger satisfaction rate: 87.7%
Customers are our main source of revenue. # Passenger Service 4. Discussions with travel agencies | 3, Twice every year 2. Protecting customers' | 2. Freight satisfaction rate: 88.6%
CAL listens to customers and protects Management 5. CAL's website, CSR website, 4. Once every quarter rights and interests: 3. Satisfaction rate of maintenance 2-1 Trust
their rights and interests in order to meet @ Privacy and Information Facebook, e-mail, and text 5.0n demand privacy, food safety, factories: 8.73 (out of 10)
customers' expectations Security messages 6.0n demand and in-flight drinking

6. Customer service hotline 7. As needed water quality

7. Corporate customer visits

1. Yearl
Investors 1 Sharehold 2. 0n deymand 1. Operating results pt T
; . Shareholders’ meetings . - . . . -1 Trust
Regardless of amount, all investors are # Flight Safety Management . . . 3.0 th 2. Flight safety and CAL continued to disclose operating
i i @ Financial Performance 2. Shareholder's hotline / mailbox onee cveryThree passenger transport results in accordance with the law 3-1 Corporate

contributors to CAL. CAL treats all investors 3. Road shows years (once every year ' . Governance
equally, and makes the information available | @ Risk and Crisis Management 4. Interviews starting from 2018) 3. Risk management and investor requirements

to each investor as consistent as possible

As needed

model
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Stakeholder & Importance to CAL

Top 3 Issues

Communication Channel

Communication

Key Points of

Communication Results

Corresponding

(Sorted by Level of Concern) Frequency Communication Chapter
1. CAL was ranked in the top 5% of
- . 1. Missives TWSE / TPEx listed companies in
rnmen )
ove e 2. Visits 1. As needed 1. Communication the fifth Corporate Governance
CAL is Taiwan's largest civilian airline. @ Flight Safety Management 3. Participation in projects 2. As needed and implementation Ranking 2-1 Trust
Supervised bY th? Ministry Of Tranép(?rtatlon Risk and Crisis Management | 4. Participation in public hearings, 3. As needed of relevant laws and 2. CAL was selected for the Taiwan 2-4 Environment
and Communications, .the ‘Chma Aviation # Climate Change Mitigation seminars, conferences, and 4. As needed regulations High Compensation 100 Index and | 3-1 Corporate
Development Foundation is the largest and Adaptation negotiation forums 5. As needed 2. Sharing of important the Taiwan Employment Creation Governance
shareholder of CAL and has influence on e . . .
. ) 5. Participation in initiatives 6. As needed industry information 99 Index
CAL's operations K
6. Audits 3. CAL was selected for FTSE4Good
TIP Taiwan ESG Index
# Flight Safety Management 1. As needed
Partners (Suppliers and Contractors) 1. Telephone 2. As needed
# Financial Performance 2. E-mail i R 2-1 Trust
Service provided by suppliers and contractors ) 3. Coordination meetings 3. As needed 1. Sustainable Supply A supplier conference was held at the 2-3 Cooperation
is one of the key factors for CAL to provide @ Governance and Integrity 4. Business visits 4. As needed Chain Management end of 2019
services that satisfy customers Management 5. On-site audits 5. At least once every
’ six months
. 1. Support for social
Community @ Governance and Integrity 1. Charity events ; 25 neegeg development 2-1 Trust
i i ' - As neede 2-2 Human
Social support |s.the ke.zy to our success. Asan | Management 2. Community activities 3. As needed every 2. Assumption of social | In 2019, a total of 157,701 people Resources
economic entity in society, CAL continuously @ Flight Safety Management 3. News releases th responsibility benefited .
contributes to the economy while fulfilling 4. Online mailbox mon i ) 2-5 Society
our corporate social responsibilities # Brand Management 4. Daily, as needed 3. Creation of social
sustainability
# Flight Safety Management 1. News releases 1 As needed 1. Collection of issues 91 Trust
Media Labor Relations and 2. Press conferences ' of stakeholders' )
X 2. As needed X In 2019, 196 articles of news were 2-2 Human
Media reports and comments on CAL affect Engagement 3. Interviews 3. As needed concern and promotion released Resources
CAL's reputation and image @ Passenger Service 4. Active communication of industry 4. As needed of transparent
Management information ' communication
1. Participation in project meetings 1 Collection of trends at 1. CAL participated in 24 project
Associations (including Aviation 2. Participation in work seminars ' home and abroad and meetings regarding environmental
Organizations) Labor Relation and 3. Organizing or participating in 1. Monthly, as needed y busi issues in 2019
. . T . Engagement Occupational summits, executive summits, 2.A ded promotion ot business L .
CAL participates in association, international . o - AS neede operations 2.1n 2019, CAL participated in 2-1 Trust
organization, and aviation alliance meetings Safety and Health committees, and coordination 3. Regularly, as needed o meetings and projects organized | ,_, £ .
; e meetings 2. Coordination of . . o -4 Environmen
and seminars, to exchange opinions and Management 4.Regularly, as needed business relationshins by international organizations
PP usi i i
get an early grasp on changes to aviation- 4. Participation in government- 5. As needed P and aviation alliances such as

related laws and regulations, thus ensuring
compliance of our business activities

@ Governance and Integrity

Management

ol

convened meetings

. Telephone, e-mail, and exchange

platforms

and promotion of
mutual benefits

IATA, SkyTeam, AAPA, and TAA
to strengthen cooperation with
airlines at home and abroad
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Initiatives and Membership

As an important member of the aviation industry, as a corporate citizen, and in order to achieve common prosperity in the aviation industry, CAL actively participates in environmental and

sustainability initiatives and associations, with respect to aviation industry development, corporate sustainability, environmental protection, and other professional domains.

30

In 2019, CAL invested about TWD 57.18 million participating in various aviation organization and association initiatives at home and abroad, with TWD 55.35 million (96.80%) in aviation industry
development and TWD 1.83 million (3.20%) in corporate sustainability, environmental protection, and other domains.

Initiatives

2017-2019

Buckingham Palace Declaration

2016-2019

The Dow Jones Sustainability
Indices (DJSI)

2012-2019

Pacific Greenhouse Gases
Measurement (PGGM)

2012-2019

Carbon Disclosure Project (CDP)

2008-2019

Earth Hour

At the 73" |ATA Annual General Meeting in June 2017, CAL signed the Buckingham Palace Declaration against illegal wildlife trafficking. CAL has worked with
20 or more other airlines to stamp out the transport of illegal wildlife in conformity with the UN's SDGs.

Since 2015, CAL has taken the initiative to respond to the Dow Jones Sustainability Indices (DJSI) questionnaire, disclosing our management objectives,
strategies and practices in terms of the economy (including governance), environment, and society. In 2019, CAL was selected for the DJSI Emerging Markets
for the four consecutive year and ranked third among the world's airlines. Taking its place behind Air France and ANA, CAL was the only airline in Taiwan that
was selected for the index.

Since 2012, CAL has worked with PGGM by installing the In-service Aircraft for a Global Observing System (IAGOS) in the aircraft cabins to collect trans-
Pacific high-altitude gas data for global warming and climate studies conducted by science agencies around the world. As of December 31, 2019, CAL has
collected high-altitude gas data from 11,254 flights.

Aside from being Taiwan's first service provider to independently review greenhouse gas emissions generated from its operations, CAL also stands as
Taiwan's first carrier to respond to the CDP questionnaire. Since 2012, CAL has conducted greenhouse gas inventory training and surveys of greenhouse gas
emissions for its affiliates on a regular basis and disclosed its carbon risk management strategies, greenhouse gas emissions, and reduction management
and performance. CAL has been recognized as a benchmark enterprise. In the future, CAL will continue to review and improve carbon management strategies
through participation in the CDP. In 2020, CAL was rated as Management level (B) in Climate Change questionnaire (2019 was A-) and awarded Supplier
Engagement Leadership level (A-) by CDP.

CAL has supported this event since 2008. It provides support through concrete actions such as turning off the lights in the CAL Park, the Taiwan Branch
Office, and Songshan Park. Apart from this, we have also utilized media outlets in urging the general public to be aware of the impacts of global warming and
climate change.
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=2VE
International Air Transport Association IATA

Environment Committee (ENCOM), Cargo Committee, CSR Work Group, Carbon Offsetting
and Reduction Scheme for International Aviation Work Group (CORSIA), and Air Freight
Carbon Footprint Work Group; 2 members and 1 observer of the Industry Committee

Role and Participation

CAL Kept in close touch with IATA Headquarters and IATA North Asia and participated in
meetings, industry committees and task forces; CAL also served as a member of IATA
Sustainability and Environment Advisory Council (SEAC) to participate in the discussions
on environmental protection and sustainability in the global civil aviation industry and
to support survey and research of related environmental issues.

Contributions and Benefit

* CAL helped the Executive Committee under IATA plan, supervised and
implemented the policies and strategies for environmental management and
sustainable development of the global aviation industry.

* CAL participated in the making of technical specifications of CORSIA and

Association of Asia
Pacific Airlines

Founding Member

AAPA

Role and Participation

As a founding member of the AAPA, CAL has endeavored
to connect airlines in the Asia-Pacific region and
speak for them.

Contributions and Benefit

CAL participates in the global aviation industry's
discussions regarding environmental protection,
improvements in fuel efficiency, development
of biofuels, consumer rights, and competent
authorities’ latest regulations, and also provides
relevant information for all CAL departments’
reference and compliance.

SkyTeam R

SkyTeam

Director and Executive Member

Role and Participation

CAL became the fifteenth member of SkyTeam on
September 28, 2011, and was the first airline in
Taiwan that joined SkyTeam. To optimize services and
markets in the aviation industry, CAL attends working
meetings at all levels, as well as annual meetings
held by the Executive Board and the Alliance Board
on a regular basis.

Contributions and Benefit

SkyTeam helps CAL consolidate and strengthen
our route network, not only in Greater China but
also in major cities across the world. Through new
technologies developed by the members of SkyTeam,

policies pertaining to sustainable aviation fuels and promoted industry training.

« CAL kept itself updated with progress of CORSIA and sustainable aviation
fuels and provided information for national legislation.

CAL is able to improve customer service and create
seamless transfer service.

TAA A'
Taipei Airlines Association ‘k

Chairman and Secretary General

Role and Participation

TAA is a platform for members to communicate on important issues with the government and
other industry associations. TAA also accepts commission services from government agencies
and organizations. The Association also facilitates cross-strait exchange events, to promote
communication and experience sharing within the aviation industry. CAL currently holds the 10th-
term chairman and secretary general seats in the TAA.

Contributions and Benefit

TAA stands as an important organization for Taiwanese airlines. CAL currently holds chairmanship
in the TAA, to address industry issues such as labor relations and consumer rights, as well as to
communicate with the government and speak on issues of common interest to Taiwanese airlines.

Flight Safety Foundation - Taiwan

Managing Director, Technical Regulation Committee - Convener,
Educational Training Committee - Convener

Role and Participation Contributions and Benefit

CAL serves as the managing director and the CAL is responsible to promote and establish
conveners of the FSFT's Technical Regulation mechanisms for collecting and studying
and Educational Training Team, to participate laws and regulations, educational promotion
in governance decision-making, establish related to international aviation safety and
government-industry-university-institute environmental sustainability, and to give
cooperation mechanism to promote international advice on amendments or countermeasures
regulations studying, strategic research and for improving national legislation and aviation
engagement related to international aviation industry competitiveness.

safety and environmental sustainability.
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Association of Atmosphere Protection in Taiwan

Managing Director

Role and Participation

CAL participates in the decision-making of organizational management, and promote the strategic
engagement of the government-industry-university-institute in response to the issues of global
atmospheric protection and climate change.

Contributions and Benefit

CAL helped facilitate the communication between the industry, the government, and the academia
about policies, laws, academic research, technology research and development, counseling, and
services pertaining to atmosphere protection in Taiwan.

Strategic Alliance for Cleaning Development and Carbon Rights
Management

Founding Member

Role and Participation

Established by the Executive Yuan's Environmental Protection Administration, the Strategic Alliance
for Cleaning Development and Carbon Rights Management is an information-sharing platform that
assists the industry in achieving low-carbon transformation and carbon reduction.

Contributions and Benefit

CAL actively shares our experience and opinions with industry, government, and academia regarding
international carbon management trends in the aviation industry, in order to promote low-carbon
transformation and industrial cooperation.

CCs

Center for Corporate Sustainability

Advisory Director

Role and Participation

Contributions and Benefit

CAL acted as one of the advisory directors to participate in the training and operation of the Center for Corporate Sustainability. CAL participated in a series of training courses on corporate sustainable
competitiveness and seminars on the corporate sustainability report and related issues organized by the Center for Corporate Sustainability to improve its knowledge of industrial practice and latest trends.

The Advisory Council is the highest decision-making organization of the Center for Corporate Sustainability. Becoming a member and acting as a director of the Center for Corporate Sustainability allowed CAL to be
aware of latest laws and regulations, policy review, technical regulations, and standards for sustainability and to have influence.
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2'1 Trust

Highlights \

34

Organized three flight safety / international security seminars

Organized three flight safety / international security seminars in cooperation with China
Aviation Development Foundation and the Flight Safety Foundation.

Co-organized 72" International Air Safety Summit

Co-organized the 72" International Air Safety Summit, one of the world's largest flight safety
conferences, held by the China Aviation Development Foundation and the Flight Safety
Foundation (FSF) in Taipei; published three papers on flight safety risk mitigation.

multiple times.

w Selected as Presidential Aircraft

With outstanding cabin operations and ground services, and in recognition of our
professional transportation services, CAL was selected as the presidential aircraft

ISMS introduced to certify
core information systems and
ensure information security

Received 1S027001:2013 Information Security
Management System (ISMS) certification in November
2019 for legal and regulatory compliance, and for
improving total quality management of corporate
information security.

7~ Smart Airport
. Initiative

Continuously promoting self-service
check-in (SSCI) at airports in countries
around the world, including South Korea
(ICN) and Japan (OKA) in 2019, to help
passengers avoid queuing up for check-
in and improve check-in efficiency.

EI=l Completing the Integration of Visual Identity

We have integrated the visual identity of China Airlines across advertising, airport
signage, traffic items, in-flight supplies, and membership supplies to elevate
CAL's brand image and convey our business philosophy and brand proposition to
customers precisely. Our new airport signage had gradually been set up in late 2019,
bringing a brand-new corporate image of China Airlines.
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Management Approach

4

> Importance of Material Issues

Zero accident is the foundation for creating sustainable
value for customers. Therefore, providing reliable and safe
service is not only the core value of CAL, but also our way
to sustainability. As a professional transportation service
provider, the sustainable operations of CAL depend on
the quality of transportation service provided. To create
sustainable value for customers, CAL is dedicated to
protecting customers' privacy, providing premium service
that meets their expectations and needs, and continuing
optimizing the quality of service.

-2 Commitment and Long-term Goals

e Commitment

Since the founding of CAL 60 years ago, flight safety has
been a tremendously serious commitment we make to our
customers and the general public. By upholding the highest
standards of compliance and zero flight safety accidents,
we have endeavored to ensure the safety of all passengers
and cargoes on every journey. With customers being our first
priority, we always pay attention to international trends and
customers' benefits and offer reliable and quality service.
With the concept of “60t" anniversary wholeheartedly as
a fresh start”, we pursue our mission of “creating more
wonderful moments through flying."

¢ Long-term Goals

2020

2025

2030

35

1. Implementing personal data management systems in accordance with GDPR and personal data protection laws (Note 1)
2. Increasing the freight customer satisfaction rate to 88%

3. Introducing robotic process automation (RPA) to optimize internal operating procedures and customer service
mechanisms; installing Chat Bots (Note 2)

4. Continuously participating in aviation organizations and increasing influence

5. Strengthening the promotion of just culture

1. Received 1IS027701 Privacy Information Management certification in the collection, processing, and use of personal data in
the Passenger Service Management Procedure (including Taiwan and EU headquarters)

2. Increasing the freight customer satisfaction rate to 89%

3. Promoting a smart airport: Establish a smart airport at Terminal 3 of Taiwan Taoyuan International Airport and increase

customer satisfaction with digital and innovative technology application

4. Publishing the results of flight operations studies to improve technical capacity of aviation industry

5. Strengthening safety culture

1. Maintaining validity of ISO27701 Privacy Information Management certificate, reaching 90 points or more on DJSI Personal
Data Protection evaluation session

2. Increasing the freight customer satisfaction rate to 90%

3. Promoting intelligent tourism: Integrate tourism-related industries (such as transportation, hospitality, insurance, catering, and

tourist attractions) to provide a one-stop smart travel eco-system

4. Developing innovation plans with other airlines to drive innovation momentum

5. Continuously enhancing the safety management system (SMS)

Note 1: Modified according to the company policy.
Note 2: The original two goals have been consolidated, and the short-term action plans have been modified in response to the impact of the epidemic

> Unitin Charge

« Corporate Sustainability Committee — Trust Task Force and Corporate Safety Committee

> Management Mechanisms

» The Corporate Sustainability Committee convenes a meeting at least twice every year

» The Corporate Safety Committee convenes a meeting every quarter on a regular basis

» The quality review meeting is convened every half year on a regular basis

* The Trust Task Force submits the KPI report to the Corporate Sustainability Committee every quarter

* The personal information protection management review meeting is convened every year on a regular basis
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> Objectives and Plans

2019 Pen
Key Point SP I (Note 1) / KPI Objectives
Objectives Performance | Achievement
Fatal and Hull L
aé and Hull Loss 0 0 100% 0
Accidents
Runway Excursions
0 0 1009 0
(RE) .
Flight Safety
Controlled Flight into
0 0 100% 0
Terrain (CFIT) ’
Loss of Control in
0 0 100% 0
Flight (LOC-1) ’
P
Overall Passenger 87.2 87.7 100% | 87.8 (Note 2)
Satisfaction
0 Il Freight
Customer verat Freight 88.0 88.6 100% 88.0
Service Service Satisfaction
0 Ll Maint
veratt Maintenance 8.40 8.73 100% 8.40
Satisfaction (Note 3)

Note 1: SPI refers to safety performance indicators.

Note 2: The overall passenger satisfaction targets for the following year are set based on the performance from January
to November of the current year plus 0.1.

Note 3: According to the resolution of the aviation management and review meeting in the first half of 2019, the statistics

of customer satisfaction with repair and maintenance factories will exclude budget airline customers starting
from 2019.

> Grievance Mechanism
« Passenger: Passenger Branch Office — Website

 Cargo: Cargo Sales, Marketing & Service Division — E-mail: tpefgci@china-airlines.com

« Aircraft Maintenance: Engineering and Maintenance Organization —
E-mail: emo.customer@china-airlines.com
Dbl

=],

Passenger Branch Office Stakeholder Contact

36

2-1-1 Flight Safety

Safety is the core value of CAL and our absolute commitment to customers. We always take
a consistent and uncompromising stand on flight safety. With a zero tolerance on flight safety
accidents, CAL has effective control over flight safety through management systems. CAL
continuously improves overall flight safety and endeavors to reinforce the corporate culture
of safety to make sure that securities are fully in place to provide passengers with safe and
reliable flights.

Safety Management System (SMS)

CAL has implemented the Safety Management System (SMS) for more than a decade by now,
and the benefits have started rolling in. The core of SMS is safety risk management. CAL
analyzes and manages operational risks systematically through continuous risk identification
and management. We also set SPIs and goals to overall track, control, or E'—' E
mitigate risks. To boost morale, we continuously implement management
by walking around (MBWA) in addition to SMS and also encourage front-line
employees to identify and report any potential risks or risk factors in the E
workplace to improve the level of safety with proactive risk management. CAL Safety Policy

Safety Management System (SMS)

. A A

0 Safety Policy & @

1 Objectives

Safety Risk
Management

» Hazard Identification
» Safety RiskAssessment and

* Management Commitment &
Responsibility

« Safety Accountabilities and Mitigation
Responsibilities
¢ Appointment of Key Personal k
N

« Coordination of Emergency
Response Planning

e Safety

C___1 O Assurance

¢ SMS Documentation

« Safety Performance Monitoring
k and Measurement

Safety Promotion ¢ The Management of Change

S G Training & Education « Continuous Improvement of SMS

» Safety Communication


mailto:tpefqci%40china-airlines.com?subject=
mailto:emo.customer%40china-airlines.com?subject=
https://is.gd/J1WXms
https://is.gd/K7P20o
https://is.gd/duaQhS
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Safety Risk Management

1. Safety Performance Indicators

Based on past performance and Safety Reporting System, requirements of authorities in
charge of civil aviation, plus official safety reports provided by international organizations,
CAL sets its annual SPIls. The annual safety performance indicators are monitored in
executive meetings and reviewed and discussed in safety task force meetings on a regular
basis, to meet internal safety management requirements to not only comply with but also
perform beyond domestic and international safety standards.

Safety Management Meeting

Board of Directors Risk Committee

e Corporate Safety Office reports CAL's overall risk

. . . Corporate
« Corporate Safety Office reports the implementation =——— Safety

of quarterly safety management Committee

¢ Discuss critical safety issues

Airline Safety

¢ Report the implementation of monthly safety =————
Review Committee

management

¢ Report critical safety issues

Safety Action Group
(Flight Operation Division,
Engineering & Maintenance
Organization, Cabin Crew Division,

Ground Service Division, System Operation
Control Division, Inflight Supply Chain &
Marketing Division, Cargo Sales, Marketing &
Services Division, and other support divisions)

2. Safety Reporting System

To enhance their awareness of flight safety, CAL encourages employees to use the Safety
Reporting System to proactively identify potential risks and report possible safety issues in
their daily work. Through risk reporting, CAL prevents unsafe incidents from occurring and
increases its overall security level. In addition, CAL conducts risk analysis and assessments
based on seasonality, trends of flight safety, and changes in internal and external
environments. Making a further effort to control risks, we also communicate safety-related
discipline and conduct to our employees in announcements or meetings. CAL has a reward
mechanism in place to encourage employees to report potential safety issues. In 2019, the
safety reporting system showed a remarkable result with a total of 1,041 safety issues
reported and 311 employees rewarded.
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Safety Reporting System
Safety Investigations

A

Risk Management Safety Analysis

Reporting
System

A

Audit Action

Through risk identification, risk assessment, risk control, monitoring, and review, CAL not
only mitigates risks to a level as low as reasonably practicable (ALARP), but also predicts
potential safety issues in normal system operations and solves them early to prevent
accidents from occurring.

Safety Risk Management

> Hazard Identification

Safety
Risk
Management

L Risk Control e Risk Assessment

3. Fatigue Management

Safety Assurance Risk Analysis

In addition to fatigue management regulations set forth in domestic civil aviation laws, CAL
follows the Fatigue Management Guide for Airline Operators (2"d Edition) established by
the International Air Transport Association (IATA), International Civil Aviation Organization
(ICAO) and the International Federation of Air Line Pilots' Associations (IFALPA) in 2015 to
implement crew fatigue management mechanism using a prescriptive approach. In 2019,
CAL incorporated the fatigue management system into the safety policy and introduced a new
crew scheduling system (AIMS) and a flight crew fatigue management system (FRMSc-SAFE)
to identify fatigue factors and evaluate and analyze the degree of fatigue with established
indicators. Through predictive risk identification and proactive actions, CAL plans to optimize
crew scheduling and fatigue management. We also encourage crew members to identify and
report fatigue factors on their own initiative to control risks of fatigue at work.
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CAL Flight Crew Fatigue Risk Management

Government Rule

CAL Flight Operaiton Manual (FOM)

CAL Stricter Than Government Rule

Bio-Mathematical Model (SAFE)

Rule Crew Scheduling Regulations

Airline Information
Management System(AIMS)

Aircraft Flight Operation
Regulations

e Crew Fatigue Reports Review ¢ Regularly Examine Flight Crew e« Keep Optimizing Rosters
and Fatigue Risk Assessment Complement « Bio-Mathematical Model

¢ Monitoring Flight Crew Flight Application
Time Limitations

¢ Flight Dispatch Changes

Flight Task Evaluation

I T
. : . Flight Task
Flight Ch t Flight T STDZ

Fioncarcor | Fin T = P
Rest Period Flight Duty Period

4. Alcohol Test Mechanism

According to the Aircraft Flight Operation Regulations of the Civil Aeronautics Administration,
CAL has established the alcohol test mechanism to conduct alcohol tests for operations
personnel, such as flight crew, cabin crew, flight dispatchers, and maintenance personnel,
and increase their alertness of flight safety.

Safety Promotion and Training

To ensure flight safety, CAL organizes educational and entertaining safety events every
year to instill the significance of safety among all employees and constantly enhance their
awareness of flight safety. Following the event theme in 2018, namely, Safety Identification,
Participation, Management, and Implementation, our safety events in 2019 were mainly
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aimed at enabling all employees to act safely through experiential learning and positive
motivation together reinforcing the safety culture in CAL and achieve the highest flight safety
standards. CAL took the initiative in organizing three international seminars on flight safety
and also co-organized the 72"d International Air Safety Summit in 2019.

1. 2019 Safety Event — Flight Safety Lecture

2. Safety Promotion — International Seminars and the 72™
International Air Safety Summit

Organized the International Safety Management System
Seminar on June26, 2019

Organized the International Aviation Cyber Security
Seminar on May15, 2019

Organized the International Aviation Security Passenger ~ Co-organized the 72"¢ International Air Safety Summit

Assessment Seminar on Sep25, 2019 held by the China Aviation Development Foundation and
the Flight Safety Foundation (FSF) in Taipei during Nov04
to Nov06, 2019
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Flight Crew Management

Professional Training and Evaluation

CAL identifies the hazard factors and implements risk management mechanisms through
three concepts”Predictive”, "Proactive” and “Passive”, adopts a complete internal and external
environmental change training, such as new stations, new routes, new aircraft, new systems, new
procedures, systemic proficiency checks, Flight Operation Quality Assurance (FOQA), and regular
evaluation of pilot instructors, to cultivate pilots of the highest quality and ensure flight safety.

Note : FOQA aims to reduce accidents and crashes and improve flight safety through flight data. In other words, it mines
routine flying logs and abnormality reports, analyzes the operating characteristics of active fleet, and then
assesses potential risks for rectification.

1. Strict Training and Objective Test
In order to implement our commitment of flight safety, CAL strictly requests our cadet pilots
to complete at least 10 months of training programme at well-known flight training schools
in the United States or Australia. To ensure the flight training is solid, they have not only to
pass the evaluate performance at the training school but also require to meet the test of CAL
aircraft type evaluation.

CAL has introduced evidence-based training (EBT) to replace traditional recurrent training
and tests. The EBT is guided by risk and crisis management, utilizing big data collection and
analysis to enhance the ability of handling abnormal situation by individual behaviour, fleet
performance, operation sites, and historical record of events etc. CAL has achieved 100%
EBT for a total of 2,383 flight crew in 2019.

2. Professional Training Facilities

As the first airline to introduce civil flight simulators in Taiwan, CAL has been equipped
with various types of simulators for flight training for more than 38 years. In addition to
simulating various adverse weather conditions, simulators can incorporate a variety of
contingencies for constant simulation training; they can also display tolerance limits of
aircraft designs and carry out training in any possible extreme and dangerous situations
without incurring any risk in the exercise. The training process can also be recorded as a
basis for review and improvement for flight skill and expertise.

CAL's flight simulators and ground / water escape training facilities have been certified by
international aviation administrations. The flight simulators are available for domestic and
international training. CAL will continuously invest in and upgrade training equipment to
ensure flight safety.

3. Comprehensive Training System
The Integrated Pilot Training System (IPTS) was since 2014 to comprehensively E-training
records and integrate training course information. In 2019, 156 CAL flight crew have
participated in a variety of short- and long-term training courses, 153 of whom completed
training. In addition, in response to the introduction of an Airline Information Management
System (AIMS) in 2019, CAL has undertaken IPTS integration to ensure the effective use of
training resources.
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Health and Emotional Management

CAL sets strict standards not only for pilot training, but also for pilots' health and emotional
management. To prevent and reduce the physical and mental stress of pilots in long-haul
flight duties, CAL adopts proactive planning, crew feedback and prediction in crew roster
management and sets requirements higher than statutory ones so that all flight crew
members are fully ready for each flight duty.

1. Life Management
To prevent and reduce the physical and mental stress of pilots in long-haul flight duties,
CAL sets requirements higher than statutory ones and manages flight crew’s physical and
mental health so that all flight crew members are fully ready for each flight duty.

2. Stress and Health Management

To enhance flight crew's awareness of stress issues, human factors and crew resource
management (CRM) are included in flight crew training and retraining courses. For the
flight crew, appropriate stress can improve the quality of work, but excessive stress can
affect attention and emotional issues. In view of this, the perception of personal stress
is especially emphasized in training, and problem solving and emotional regulation are
proposed for flight crew members to choose as the most appropriate way to deal with
their stress.

CRM training provides the concepts of teamwork and workload management to help flight
crew properly face and deal with stresses caused by bad weather and schedule delays
and any unexpected situation. CAL provides free psychological counseling service, where
psychological consultants work with flight crew members to find feasible solutions to
problems they face in their daily life.

3. Alcohol and Drug Management
CAL has established strict regulations and test procedures to prohibit the use of alcohol
and drugs. This includes alcoholic beverages and food containing alcohol, as well as
narcotic drugs or other drugs that may affect the normal performance of employees. CAL
flight crews are not allowed to drink alcoholic beverages 12 hours prior to a flight. Since
April 10, 2017, CAL has conducted alcohol test for all flight crew in accordance with the
regulations of the Civil Aeronautics Administration.

4. Improved Communication
To improve communication with crew members and cohesion between them, CAL
organizes all types of meetings on a regular basis to streamline the channels of
communication and quickly respond to, solve, and resolve their problems and needs during
flight duty period. Through improved communication, we hope to provide a comfortable
and secure work environment for all crew members.
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A

Proactive * Monthly review and discuss next month schedules with fleet office
Planning « Better rosters for flight crew’s dispatch and rest time
« If performed a night flight, the maximum duty hour is reduced 2 hours

 Monitor crew pairing by their performance in each fleet
» Schedule a day off after a specific flight duty

Crew « Investigate crew report regarding fatigue issue and mitigate by k
Feedback adjusting flight duty, crew number or layover as appropriate
e Immediately adjust the schedule of flight crew if reported fatigue or ask
sick leave

o » For new route crew number crew pattern will be decided by fleet office k
Prediction after evaluation

Inflight Monitoring and Control

Our System Operation Control Division operates 24 hours per day to monitor the status of our
flights and ensure their safety in real time, by utilizing various communication tools and internal
mobile platform. CAL monitors airport operations worldwide and provides information for all
flights in real time. Wherever our flights may be, all factors that may affect them are closely
monitored, including weather conditions and incidents of disasters, and are immediately relayed
to the flights, along with contingency plans. On-time Performance of Domestic Passenger Airlines
on Cross-strait and International Routes published by the Civil Aeronautics Administration (CAA)
in 2019 tells us that CAL averaged 87.02%, 5.02% higher than the 15-minute on-time performance
KPI (82%), raised the 15-minute on-time departure performance KPI in 2020 to 83%, and achieved
a 99% passenger aircraft dispatch reliability rate.

To continuously provide passengers with better and more reliable flights, the System
Operation Control Division has upgraded the existing tracking and monitoring software to
meet the requirements for operation control.
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Crew members in flight are provided with real-time updates through ICAO 4D / 15 tracking on
hazards like volcanic ash, typhoons, and turbulence and guided to steer clear of hazardous
zones as needed. Meteorologists are also employed for weather forecasts for each station,
facilitating flight operations and ensuring flight safety. In terms of airport monitoring,
ground monitoring software / hardware is upgraded to connect with air traffic radar and
CCTV, so as to monitor the status of flights in real time is benefited to improve flight on-time
performance.

Maintenance Quality

Ensuring the quality of maintenance is our fundamental commitment to flight safety. CAL
proactively manages aircraft conditions through the Reliability Control Program. Various
abnormal and technical parameters and data generated from the normal daily operation of
aircraft are collected and analyzed to develop the most appropriate maintenance strategies
and plans to maintain the reliability of aircraft systems, improving maintenance quality, and
enhancing flight safety.

Professional Maintenance & Repair Capabilities

Our Engineering and Maintenance Organization (EMO) has been certified as a repair station by
10 countries and regions, including the EU, the U.S., and China. CAL has become the largest
modernized aircraft repair center in Taiwan, with modern hangars that accommodate five
large wide-body aircrafts to perform heavy checks simultaneously, and with the engine test
cell of a thrust run-up to 120,000 lbs, thereby supporting high-level aircraft maintenance. To
expand maintenance service to airlines in Southeast Asia and East Asia, CAL was approved
as a repair station by the Philippines in April 2019. CAL hopes to obtain a similar certificate
from Japan in 2020.

China Airlines Technical Training Center

In response to rapidly growing demand for maintenance service at home and abroad, CAL
was certified to establish the China Airlines Technical Training Center (CTC) in 2015. In 2017,
CTC also obtained certification from the Civil Aviation Administration of China. CTC was the
first certified institution in Taiwan to provide aircraft maintenance training for EMO and other
airlines. Since CTC's foundation, a total of 152 training courses have been offered, and 1,706
trainees have completed training.

Quality Management System

CAL has acquired ISO 9001 certification and continuously maintain the effectiveness of the
system since 1996. In May 2017, the EMO became the first repair station in Taiwan to be
authorized by IAOG for AS9110. In December 2019, CAL renewed its three-year re-evaluation
contract with the accreditation institution. Consistent with its pursuit of improvement
of quality, CAL will periodically conduct Plan-Do-Check-Act (PDCA) through the quality
management system for continuous improvement and meet customer satisfaction.

Note: IAQG members include Boeing, Airbus, GE, and Rolls Royce. To manage and regulate the quality of suppliers, suppliers
are required to comply with a series of established standards for quality management system, including AS 9110
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2-1-2 Passenger Service

Maximizing Customer Satisfaction

On October 2, 2019, CAL launched its new Fare Family products, enabling passengers to opt
for Fare Family products as per their choice and save money. For example, passengers with
no checked-in baggage can choose a Fare Family product with a low free baggage allowance;
travelers may purchase Premium Economy Class or Business Class products to enjoy
complimentary Wi-Fi on board; passengers may also purchase seats they prefer (i.e. first row,
front row, window or aisle seats). For proper seat arrangement, a no-show fee will be imposed
on passengers who do not cancel their reservations, do not show up for their flights or do
not board their flights after completion of the check-in process. The seat selection fees from

October 2, 2019 to December 31, 2019, totaled US$2,698,714.

Customer Relationship Management

Providing customer-oriented and quality service is the key to earn customer trust. CAL has
established the quality policy and has designated a unit in charge of service quality control.
Every year, the quality review meeting is held to set annual objectives and review service
performance. Moreover, CAL has introduced the ISO 9001 Quality Management System to
ensure the quality of service beyond passengers' expectations.

Service Quality Management Mechanism

1SO 9001 Quality Quality
Management System Policy

Internal Control -
Quality Review
Meeting

Third-party
Audit

Ahead of other domestic airlines, CAL has set up a variety of communication platforms for
different groups of customers, including Customer Service on Facebook and bulletin board
on the Instagram and WeChat, to collect problems which passengers encounter during their
journeys and provide the updated information. By responding to customers’ needs with
empathy and sincerity, we endeavor to improve their travel experience. To better understand
customers' needs, CAL integrates all customer feedback through the Customer Service
System (CSS) (in 2019, 48% of customer feedback was provided via CAL's website and 52%
provided in other ways) and has units in charge of responding to customers within a given
time limit in the hope of becoming passengers’ most trusted airline.
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Communication Channels
1. Customer Service Hotline
2. Regular Mail

3. Comment Form
Customers can fill in the comment form and hand it over to a crew member or mail it to
our Customer Relationship Department.

4. Customer Service on Facebook
CAL has created a fan page on Facebook to understand customers' needs and problems
instantly and improve service quality accordingly, which expects to increase cohesion
among members and fans and develop business prospects.

5. Customer Service E-mail
Instead of calling, customers can simply send e-mails to change reservations or confirm
their itineraries.

6. Customer Feedback-online Feedback System

7. Online Customer Satisfaction Survey

Customer Health and Safety and Sustainability
Food Safety

To ensure food safety and environmental sustainability, CAL requires catering service
providers to strictly comply with international safety and health standards mechanisms.
This covers each process from preparation, storage, and transportation at a standard
temperature. Microbiological examinations are required for all products, materials, and
food equipment. In addition, quality audits are carried out from time to time, and aimed at
requesting catering service providers to correct non-conforming items within given time
limits. If these conditions are not met, penalties will be imposed in accordance with their
contracts. Training courses are also organized regarding HACCP and catering services, in
order to increase employees' awareness of food safety and quality.

International Certification for In-flight Meals

IS0 22000 HACCP Halal, JAKIM
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In-flight Meal Adjustment in Response to COVID-19

In response to the spread of COVID-19 in early 2020, CAL has started providing Cold Meals
on flights to / from Hong Kong and China to prevent the spread of the epidemic. As COVID-19
continues to spread, CAL has further set and redesigned the form of in-flight meal service
based on the epidemic severity (Warning (Level 1); Alert (Level 2); Watching (Level 3) announced
by the Centers for Disease Control, Ministry of Health and Welfare. We will continue to modify
in-flight meals timely and immediately in response to epidemic developments in order to
prevent and fight against COVID-19 and reduce the risk of infection.

In-flight Potable Water Safety

The quality of potable water is an important part of a premium customer's experience. The
quality of potable water is strictly controlled by our industry-leading In-flight Potable Water
Management Procedures, which are stricter than environmental regulations and bottling
facility sanitation regulations.

¢ The safety of potable water is included in the preliminaries of new destinations

o CAL sets high safety standards for our potable water suppliers and performs inspections
annually

e CAL conducts safety audits on potable water at outstations

e CAL implements a maintenance plan for potable water facilities according to the manufacturer
manual

Local Procurement

CAL plans and designs meals in line with SDG 12: Responsible Consumption and Production
and moves toward renewable energy, carbon reduction, and local procurement to achieve
SDG 8: Decent Work and Economic Growth. In 2020, our objective is to pursue local
procurement and reduce the carbon footprint of purchases during transportation. With a
commitment to sustainable development, we suggest our catering service providers to
recruit local suppliers in order to meet our catering standards. For flights departing from
Taipei, we further incorporate many quality agricultural products and local brands into our
in-flight meals, such as desserts (Economy Class) and mineral water and drinks (Business
Class) to serve passengers delicious specialties prepared by local chefs from different
countries. Local procurement helps achieve responsible consumption and production, and
reduce carbon footprint while fulfilling our social responsibility as a corporate citizen.

Key Services

In 2019, CAL introduced a number of innovations and employee training programs to passenger
services to improve service quality; in addition, CAL continuously studied sustainable practices
in order to maintain customer service to the highest standards and stay in a leading position in
the aviation industry; relevant achievements are listed below:

1. Enhanced Cabin Crew Professionalism
2019 marks the 60t anniversary of CAL. Our cabin crew members ushered in the 60th
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anniversary wholeheartedly as a fresh start. In 2019, the cabin service satisfaction level
reached a record high. To strengthen cabin crew members' professionalism and cohesion,
we organized a Team Building Camp, where cabin crew members were trained to treat
customers with compassion and provide quality service through experiential learning.

2. Outstanding Customer Satisfaction
We hold the spirit of customers being our first priority, and consistently provide with best
quality service in 2019, which can be reflected through our customer satisfaction scores.

3. 60th Anniversary Activity — Airport
2019 marks the 60th anniversary of CAL. We used the special 60t" anniversary ICON
incorporated with the "Journey Curve" and cloud map to decorate the check-in counters
at Taiwan Taoyuan International Airport. We also solicited classic photos and shot a
promotional ad starring the senior traffic supervisor and his son who also works in CAL.
By showing the senior supervisor at work and his interaction with his son, the ad aimed to
convey CAL's people-oriented, consistent, and sustainable business philosophy.

4. Upgraded Professional, Quality Service — VIP Lounge
Besides the most popular of Taiwanese local specialties, beef noodles, our VIP lounges
also offered bubble tea, guava pound cake, and rice dumpling etc., and other international
cuisines such as Thai and Japanese cuisine for our customers. By working with great
caterings and providing distinctive food choices we offer travelers to experience unique
dining atmospheres of each VIP lounge.
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5. Upgraded Professional, Quality E-service — VIP Lounge
To ensure that environment is protected and to promote digital technology, CAL worked
with Spring House Entertainment Co., Ltd. to provide 180 electronic publications (including
8 daily newspapers and monthly business, wealth management, leisure, and entertainment
magazines) for travelers to download from Hami, the most popular e-bookstore, in the VIP
lounge at the Taiwan Taoyuan International Airport. Passengers could enjoy gourmet food

6. Flight Safety Workshop at Taiwan Taoyuan International Airport
In 2019, CAL worked with Taiwan Taoyuan International Airport to organize a six-session
Flight Safety Workshop for teachers and students from elementary schools and preschools
in Taoyuan City. We explained the boarding instructions in simple language and arranged
games and field trips to help participants understand the role of airlines at the airport and
basic knowledge of boarding and flight safety.
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in our VIP lounge while reading the publications with their own electronic devices.

2-1-3 Freight Service

Four Freight Services
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Introduction

You will get the premium express freight service
and handle with money back guarantee. China
Airlines handles Equation shipment with top priority
from acceptance to delivery, and guarantees
boarding on the first available flight.

Introduction

A complete, top quality solution will be offered. Designed
to meet your requirements, it is a perfect scheme
under the tripartite contract among the Shipper, Freight
Forwarder and China Airlines Cargo.

Introduction

This is a specialized solution for special cargo with
experience, attention and expertise who can transport
to the final destination quickly and safely.

Introduction

This general cargo solution is an airport to
airport service with economic and reliable
ways to manage your goods.

Advantages

 Airport-to-airport express service
* Top priority for load planning

* The earliest pick-up time

» The latest possible booking

» Extensive worldwide network

* Money back guarantee

Advantages

« Customized service with loading priority and fixed rate
¢ Regular performance report

» Advanced techniques ensuring cargo safety

« Various cargo types and long-distance freight capacity
* A broad global service network

Advantages

We have variations for precious artwork, heavy &
oversize shipments, dangerous goods, perishable goods,
live animals, pharmaceutical products, valuable goods,
and all types of vehicles. Each variation is tailored to fit
the specialized handling and loading procedures, as well
as guarantee reliable service from our staff.

Advantages

e 24/7 online track and trace

« Standard drop-off and delivery times at each
station
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Quality Freight Service
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According to the latest IATA statistics, CAL's FTK ranked sixth worldwide and first in Taiwan in 2018. CAL is committed to green transportation. In addition to continuously upgrading our passenger
fleet, we will introduce the Boeing 777 Freighter in 2020 to greatly improve fuel efficiency. With extensive passenger and cargo fleet and network, CAL has been the industry's first choice to deliver
diversified products, such as engines, perishables, temperature control cabinets, precision equipment, and e-commerce cargo. In the future, CAL will optimize cargo service and provide better

service quality for its customers.

1. Special Freight Service

CAL freighters fly around the world and have a wealth of experience in carrying general
goods, precision instruments, large equipment, precious antiquities, live animals, and other
special goods. 747F aircraft with a larger capacity and the character about open in the
nose cone is used to carry special-sized goods. CAL has also established transportation
regulations that are even more stringent than IATA regulations, safely delivering goods under
the supervision of the responsible personnel. In addition to general cargo and parcels, CAL
often helps transport critical national cultural relics and relief supplies. With its diverse
experience in transportation and excellent quality of service, CAL has promoted cultural
exchanges between Taiwan and other countries.

2. Upgraded Cold Chain Service

In response to increased demand for air transport of temperature-controlled goods (such as
pharmaceuticals, vaccines, and high-grade chemicals), CAL significantly improved its cold
chain service in 2019. This included transportation of temperature control containers, SOP
for active / passive temperature-controlled cargo, and upgraded refrigeration / freezing
equipment. In addition, CAL also actively promoted the certification of IATA CEIV-Pharma to
enhance the quality of service through international certification. In April 2019, Taipei Station
passed the audit and obtained the CEIV-Pharma certification, making CAL Taiwan's first
airline to earn this certification. In the future, CAL will continuously offer customized, refined
cold chain service to provide diversified and quality temperature-controlled cargo service for
customers around the world.

3. Freight Safety Management

CAL has strengthened risk management measures, such as Safety Report System, cargo
service management platform, ground damage database, and abnormal weather reporting
mechanism. CAL has also established a risk prevention mechanism by using Safety Report
System for safety risk management (SRM); in addition, CAL has implemented management by
walking around (MBWA) to strengthen warehouse and apron management. We ensure service
quality based on feedback from our ground handling agents (GHA) in quarterly service quality
questionnaires.

4. E-Air Waybill

CAL continued to promote the e-air waybill and exchanges information with forwarders
through electronic data interchange (EDI), which could reduce the operating costs of airlines
and forwarders, avoiding delays caused by input errors and missing documents. According

to the latest e-AWB penetration rate released by IATA in 2019, CAL achieved its annual target
ahead of schedule and ranked among the world's top 10 airlines. In 2019, CAL continued to
carry out paperless operations and e-air waybills for cargo service to / from Hong Kong,
Singapore, Frankfurt, and the Americas. Starting from 2020, CAL will continuously promote
paperless operations for more stations in line with IATA's announcement to environmental
sustainability

5. Apron Mobility

Through wireless transmission, all cargo information and loading statuses are instantly
transmitted to mobile devices, and the back-end management platform is used to control
the status of goods until the goods are properly loaded according to the aircraft load balance
plan. The apron mobile system has been launched since 2017. Starting from August 2018, the
apron mobile system has been applied to passenger and cargo loading. Before the launch,
GHAs were trained and the programs and procedures were modified based on test results to
avoid loading errors and omissions. By continuously improving and implementing the system
functions and using handheld mobile device as a channel of communication with GHAs, CAL
has reduced the idle time of field supervisors and improved cargo service personnel's overall
productivity.

6. Professional Training

CAL organizes professional cargo service training courses, including dangerous goods
regulations training / retraining, live animal and temperature-controlled goods regulations
training, and heavy (10 tons+) & over-sized (6 meters+) cargo and engine delivery training on
a regular basis to improve service quality and ensure that goods are carefully managed and
professionally handled throughout the process of transportation. To transport special goods,
CAL has also trained professional handlers and formulated operational regulations to provide
safe and professional transportation services.

7. Embargo on lllegal Animals and Plants

Making an all-out effort to achieve environmental sustainability, CAL supports IATA and UN's
Sustainable Development Goals by signing the Buckingham Palace Declaration. CAL has also
taken the following four concrete actions to fight against illegal wildlife trade and achieve
environmental and ecological sustainability: "Expression and demonstration of agreement
to tackle the illegal wildlife trade,” " Information sharing and detection," " Practical measures
to stop the transportation of illegal wildlife products,” and "New mechanisms tackling illegal
wildlife trade.”
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8. Authorized Economic Operator

Being an authorized economic operator (AEO) helps CAL stay competitive in expanding
business in the international trade supply chain and to cooperate with trading partners. After
earning the AEO certification on January 19, 2012, CAL has carried out self-inspections based
on safety evaluation items and certification standards every year and applied to the Customs
for a field certification and audit every three years. Since October 2019, the Cargo Sales,
Marketing & Service Division has formed a management committee comprising Cargo Sales,
Marketing & Service Division, Corporate Safety Office, Human Resources Division, Information
Management Division, Administration Division, Cargo Sales & Service, Taiwan, Engineering
Division, and Inflight Supply Chain & Marketing Division, to carry out annual self-inspection
and classify business partners for management. In 2019, one defect was detected in the
internal audit, improvement made and approved.

After earning the AEO certification on January 19, 2012, CAL has carried out self-inspections
based on safety evaluation and certification standards every year, and applied to the Customs
for field certification and audit every three years.

Since October 2019, the Cargo Sales, Marketing & Service Division has formed a management
committee comprising the Cargo Sales, Marketing & Service Division, Corporate Safety Office,
Human Resources Division, Information Management Division, Administration Division, Cargo
Sales & Service, Taiwan, Engineering Division, and Inflight Supply Chain & Marketing Division
to carry out annual self-inspections. Self-inspections cover updating of self-evaluation and
risk assessment forms, conducting internal / external (business partner) audit, training,
and employee awareness promotion, and holding of annual management review meeting;
business partners were also classified for management. In 2019, a defect was found in the
internal audit, rectified, and approved.

2-1-4 Data Security and Privacy Management

4

Cyber Security Framework

All of our information operations comply with international cyber security standards and
domestic cyber security laws and regulations, and are incorporated into daily business
operations. To continuously enhance the cyber security governance system and organization,
we have established the CAL Cyber Security Team with the Vice President of Information
Management Division as its convener, who is responsible to oversee the cyber security
governance plan and its implementation. The CAL Cyber Security Team aims to keep employees
well versed in cyber security protection and raise their awareness of cyber security, and
regularly report the status of cyber security management to the Board of Directors every year.
Chairman Su-chien Hsieh is well qualified and has wide experience in management and cyber
security. He has earlier served as the chairman of Sabre (Taiwan) Ltd., and is quite conversant
with cyber security governance and monitors information operations in a timely manner and
offers suggestions for improvement from an independent and objective perspective.
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Board of Directors ‘

Regularly report ZF J7 Supervision and management

Cyber Security Team
Convernor

Cyber Security
Management Representative

Performance k
Management Team

Executive Secretary

Cyber Security

Strategic Planning Team
Defense Team

Cyber Security Management

In response to ever-changing nature of cyber-attacks like distributed denial of service
(DDoS), advanced persistent threat (APT), and social engineering attacks, CAL has deployed
relevant defense mechanisms and engaged external experts to conduct penetration tests
and cyber security checks (including network architecture, malicious activities, malicious
activities on the part of users, malicious activities on servers, and security settings) every
year; in addition, CAL proactively reports cyber security issues and carries out contingency
drills to review the effect of defense and resilience to such incidents. In system development
and maintenance, CAL uses various types of detection technologies to identify and patch
vulnerabilities to ensure service security.

Cyber Security Operation & Maintenance

1. Regular Evaluations and Exercises

The goal of risk management is to ensure that all operational risks can be identified and controlled,
so that operations are not interrupted and the rights and interests of stakeholders are protected.
In accordance with the Cyber Security Management Act regarding cyber security responsibility
levels, CAL conducts risk assessment of information and information and communication systems
every year, and evaluates the cyber security responsibility levels of the core information and
communication systems in aspects of confidentiality, integrity, availability, and compliance. We
also develop a business continuity plan for the core information and communication systems and
conduct a business continuity drill every year to control relevant operational risks. Risk response
mechanisms are also reviewed and adjusted to minimize potential losses.
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2. Cyber Security Education and Training

Each year, for Cyber security and Information Technology
personnel, at least 4 persons shall receive the cyber
security professional program training or the cyber
security competence training for not less than 12 hours.
For general user and officer, each person shall receive the
general cyber security education training for not less than
3 hours. That is, CAL requires every employee to take basic
cyber security training to master cyber security risks and
self-discipline. CAL communicates cyber security policies
and goals to all employees every year through education
and training, internal meetings, and announcements. We
have also incorporated ethical corporate management into
employee performance evaluations and human resources
policies and established clear and effective rewards and
disciplinary actions. Compliance with the Employee Code
of Conduct is also a criterion used in annual performance
evaluation. If employees do not comply with or violate
the Employee Code of Conduct, they, depending upon the
severity of the case, will have to undergo disciplinary action
as per internal regulations. The Information Management
Division conducts self-inspections and compliance
self-assessments every half year to effectively control
cyber security. Audits are carried out by the audit unit
independently to ensure the overall mechanism operations.

3. Notification of Cyber Security Incidents

The cyber security incident notification and response
mechanism is initiated based on the level of cyber security
incidents, and emergency preparedness; notification and
response procedures are in place to control their impact
and post-incident recovery. In this regard, CAL develops
the security incident notification & contingency drill plan at
the beginning of each year and completes internal cyber
security exercise by the end of each year. Through cyber
security exercises, we can evaluate the relevance of incident
notification and response procedures and familiarize units
in charge and support units with their roles and functions
during rescue and equip them respond to E E
cyber security threats quickly and effectively

to minimize their impact on our customers and =

company as a whole.

Notification Flowchart

Cyber Security Certification and Audit

All of our core information and communication systems
have received the ISO / IEC 27001:2013 Information
Security Management System (ISMS) certification in 2019.
Our credit card receipt system also earned the PCIDSS
certification in December 2018. Verification is conducted
every two years. To ensure that transaction data are secure
and transmitted correctly, CAL continuously strengthens
the confidentiality, integrity, and availability of data in the
transmission and handling process and reinforces security
control mechanisms in accordance with the Cyber Security
Management Act.

CAL's Cyber Security Team conducts internal audit at least
once a year to ensure that all employees comply with
the Cyber Security Management Act and CAL's standard
operating procedures, and effectively implement and
maintain the management system. System reliability is
constantly enhanced by refining security designs, including
network regions, access control, vulnerability management,
and other security protection strategies.

In 2019, the Information Management Division reviewed the
monitoring of data and warnings for cyber security threats
detected by defense systems and found no cyber security
threats by cyber-attacks or viruses.

Personal Data and Privacy Protection

GRI 206-1,418-1

CAL is committed to protecting personal data and
customer privacy. Personal data are collected, processed,
or used in accordance with the Personal Data Protection
Act, EU's General Data Protection Regulation (GDPR), and
other relevant personal data protection laws. To enhance
our internal audit and personal data management, we
have appointed a Data Protection Officer. In 2019, we
further expanded the units in charge of personal data
management to reinforce internal control over personal
data. CAL published the latest Privacy Protection Policy and
Statement on the official website at the end of November
2019, outlining how CAL collects, processes, or uses
personal data in a reasonably secure manner within the
specific purpose authorized by each customer, there is
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no secondary use other than the purposes authorized by
customers and ensures that the customer can exercise
their right under the Personal Data Protection Act. For
theft, alteration, leakage or loss of data, CAL has also
prescribed a contingency plan and sound personal data
protection mechanisms to ensure the accuracy and
security of personal data. CAL has revised the standard
operating procedures based on current business processes
and organized training to fully strengthen employees’
awareness of data protection and code of conduct.

As of 2019, all divisions / departments completed E
personal data inventory, internal audit and risk =
assessment according to standard operating ¥y
procedures and carried out contingency drills E .
on personal data thefts to reinforce crisis Privacy /
management ability. Safety Statement

2019 Personal Data Protection
Milestones

1. Published the latest Privacy Protection Policy and
Statement on November 30, 2019

. Revised the standard operating procedures for personal
data protection and extended it to global branches

N

3. Completed personal data inventory, internal audit, and risk
assessment across divisions / departments

4. Organized personal data protection training for all employees
5. Carried out contingency drills on personal data incidents

6. Held annual personal data management review meeting

Annual Personal Data Incidents

1. Internal: 0
2. External: 1 (leak of customer data)

Note: The contingency team has been formed by relevant departments
/ divisions to handle personal data accident in accordance with
Personal Data Accident Contingency Management Procedure
and report them to the competent authority for future reference.



https://www.china-airlines.com/tw/en/terms-and-conditions/information-security
https://calec.china-airlines.com/csr/en/management_trust.html
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Future Plans

Flight Safety

1

. Renewing flight safety certifications

After obtaining the IATA Operational Safety Audit (I0OSA) certification in 2005, CAL has
participated in revaluation every two years in accordance with IATA regulations to ensure
flight safety. CAL will participate in the I0SA revaluation for the ninth time in 2020. With
focus on safety and zero tolerance of flight safety incidents, CAL will continuously maintain
the validity of IOSA and meet international flight safety requirements to offer passengers
quality and reliable service.

. Enhancing resilience to abnormal flight operations

CAL will continuously enhance aircraft monitoring systems, aircraft control personnel's
professional knowledge, and emergency response to improve on-time performance and
provide passengers with quality and reliable service.

Passenger Service

1.

Responding to passengers' feedback promptly
CAL will improve and take preventive measures for unsatisfactory service and customer
complaints and respond to passengers’ feedback promptly.

2. Enhancing mobile devices and official website services

We will launch more user-friendly APPs, website functions and self-service initiatives online.

3. Improving interactive learning and training results

We will continuously implement the VR / AR training program and e-training materials
in line with video interactive learning trends, allowing cabin crew members to learn in-
flight operations and applications through simulation and exercise. We also plan to design
an Al-based virtual assistant to conduct consistent evaluation and improve training.
With the spirit of Team Building Camp, CAL will base cabin crew training goals on Care,
Communication, Pass on experience relevant training with domestic and foreign credible
KPls and case studies.

. Developing customized functions for cabin crew scheduling to improve management

efficiency

We aim to develop customized functions for cabin crew scheduling and give reward points
to outstanding cabin crew members to increase their attendance and satisfaction, further
enhancing our cabin crew management.

. Elevating electronic cabin crew management system to control and upgrade pax

experience
CAL promoting cabin management systems to Cabin managers with iPAD to enlarge data
collection to increase total customers’ satisfaction.

a7

. Carrying out outstations' quality management system and personal data protection

audits

CAL will carry out outstation ISO 9001 quality management system and personal data
protection audit in line with the progress of personal data inventory.

Freight Service

1.

Adjusting capacity flexibly in response to market needs

CAL will continue to develop the network adjustment plan and optimize crew scheduling
based on market needs to improve labor-management relations.

. Introducing the Boeing 777 Freighter

Featuring superior performance and fuel efficiency, the Boeing 777 Freighter (B777F)
will be introduced on major routes to effectively reduce operating costs, increase
competitiveness, and achieve environmental sustainability in noise management and
carbon emissions.

. Continuously promoting premium air freight cargo & customized service

With extensive cargo handling experience and B777F features, CAL aims to deliver more
precision equipment, aviation supplies, temperature-controlled cargoes, and other high-
priced cargoes, add more value to sales with excellent service, and promote revenue
diversification.

Data Security and Privacy Management

1.

Obtaining cyber security certifications

We plan to pass the PCI DSS and 1S027001 Information Security Management System
reevaluation and the IS027701 Privacy Information Management certification in order to
maintain the validity of our credit card receipt system and privacy protection, reduce cyber
security risks, and protect passengers' rights and interests.

. Implementing personal data management system

CAL will continue to implement the personal data management system, strengthen crisis
management ability to personal data breaches and reduce risk of personal data accidents,
and maintain customer trust. As the California Consumer Privacy Act (CCPA) will take effect
in 2020, CAL will review our internal systems and develop corresponding measures to
enhance internal compliance.
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2_2 Human

Resources

48

Highlights

+

105 people with disabilities employed

) CAL was the only company in the industry to receive the Golden Wingspan Award.
CAL employed 105 people with disabilities.

TWD 16.2 billion 99.48%

Invested in salary and benefits. participation

Rate of employees participating in

TWD 254 million labor unions.

Expenditures on employee training.

Management Approach

> Importance of Material Issues

We view our employees as family. We are always willing to communicate with respect and strive
to reach a mutual understanding through negotiation. We endeavor to create a more harmonious
work environment based on an equitable, cooperative, and mutually respectful relationship. In
such a work environment, labor and management reach a consensus through open, transparent
negotiations and are more willing to communicate on collective agreement issues.

> Commitment and Long-term Goals

e Commitment

We view our employees as our most valuable assets. CAL has improved and optimized
working conditions and the work environment to establish a safe and growing workplace.
CAL respects each individual labor union and communicates on their stated demands with
empathy, views the labor rights of every employee as our first priority, and gives the same
level of respect and resour ces to all labor unions with neutrality.

Apart from regular labor-management meetings held by the Head Office and the China
Airlines Employees Union (CAEU), a number of functional committees formed by management
and CAEU have been established. CAL follows up and reports the results of follow-ups in the
following meetings. CAL is dedicated to maintaining harmonious labor-management relations
through open, efficient channels of communication, hoping that both the management and
employees can work together to achieve equality and reciprocal outcomes.
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¢ Long-term Goals

20

20

20

20

1. 0rganizing eight expert seminars that provide an opportunity for internal cross-
disciplinary networking

2. Establishing CAL's aviation management talent pool

3. Percentage of female managers reaching 24.5%

1. Completing the establishment of all internal online training materials for all
specialties

2. Establishing the optimal learning path for CAL's aviation management talent pool

3. Percentage of female executives reaching 25%

1. Applying to Taiwan's aviation talent development
2. Promoting Taiwan's aviation talent development

3. Percentage of female managers reaching 27%

>-P> Objectives and Plans

> Unit in Charge

49

Corporate Sustainability Committee — Human Resources Task Force

> Management Mechanisms

* The meeting of Corporate Sustainability Committee, at least twice every year

* The Human Resources Task Force reports to Corporate Sustainability Committee, every quarter

¢ A labor-management meeting, every quarter on a regular basis

* The meeting of Occupational Safety and Health Committee, every quarter on a regular basis

¢ A personal information protection management review meeting, every year on a regular basis

P> Grievance Mechanism

« Employee Relationship Department: Human Resources Division —

E-mail: wecare@china-airlines.com

Stakeholder
Contact

2019
Issue KPI 2020 Objectives
Objectives Performance | Achievement

Reduce the Frequency-Severity Indicator (FSI) by 5% FSI0.42 FSI 0.44 95.24% FSI0.42
Occupational Safety and Health e . I

Pass th tificat f t | safety-related Pass th tificat f1S045001 and

ass the certification of occupationa safety-retate Passing 1IS045001 and CNS45001 certification Passed 100% ass the certification ?n

management systems CNS45001 review
Labor-management Relations Convene labor-management meetings 4 times 6 times 100% 4 times

Rate of participation in labor unions 98.20% 99.48% 100% 98.20%
Labor Rights

Convening seminars on sexual harassment prevention | 1 on-site 1 on-site 100% 1 online

Note 1: Frequency-Severity Indicator (FSI) = /((Disabling Injury Frequency Rate, FR) x (Disabling Injury Severity Rate, SR) + 1,000)
Note 2: 2016-2018 averages in the air transport industry published by the Ministry of Labor: FR = 4.14; SR=102; and FSI = 0.65

2-2-1 Human Rights Management Framework

To enforce the idea of human rights, CAL has established its human rights policies and related measures based on the UN Guiding Principles on Business and Human Rights,
international trends, and local laws / regulations. CAL's human rights policies apply to CAL Group members and suppliers. The Human Resources Task Force under the Corporate
Sustainability Committee is responsible for the management of human rights management in order to enhance CAL's ability to respond to human rights risks in the value chain.

China Airlines
Human Rights Policy


mailto:wecare%40china-airlines.com?subject=
https://www.china-airlines.com/tw/en/about-us/stakeholder
http://calec.china-airlines.com/csr/en/download/pages/human_rights_policy.pdf
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Regulations and Procedures on Human Rights

Employee Code of Conduct .

Employees should support company policies on human rights, fairly treat and respect for every employee, avoid infringing
on the rights of others or become accomplice to human rights abuses. We not only implement policies to protect the
human rights of employees, but have also established a management mechanism to ensure employee care. We do not use
forced labor. We do not adopt race, gender, age, family, political affiliation or religious beliefs as the criteria for employee
assignment, performance evaluation or promotion.

Human Resource Manual / Employee Complaints Regulation / Sexual Harassment Complaints and
Disciplinary Actions Regulation

¢ Proclaimed employee human rights protection includes basic stipulations, freedom of employment, humane treatment, and
prohibition of discrimination or sexual harassment.

¢ In October 2019, one sexual harassment prevention seminar discussion was held, and 157 employees participated.
Of00
Corporate Social Responsibility and Sustainable Development Best Practice Principles — -
Child Labor Prohibited

Hiring people younger less than 16 years old is strictly prohibited to fully compliant with legal minimum age for employment. To
safeguard the physical and psychological health and safety of employees whose age are below 18, hazardous assignments are
strictly prohibited.

Supplier Code of Conduct

Human rights standards were specified in the Supplier Code of Conduct include:
1. Prohibition of child labor / 2. Anti-discrimination / 3. Remuneration and working hours / 4. Freedom of labor /
5. Respect for freedom of assembly and association, and the right to collective agreement

Anti-discrimination Policies and Courses

Front-line staff must attend non-discriminatory policy courses for boarding passengers with physical and mental disabilities to
ensure the interests of passengers.
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In addition to complying with CAL Group's human rights
policies, Mandarin Airlines and Tigerair Taiwan have
incorporated management measures for equality and
anti-discrimination and whistle-blowing channels into
their regulations and organize training on a regular basis.
In 2019, 40 employees of Mandarin Airlines attended a
seminar on sexual harassment prevention. In January
2019, Tigerair Taiwan organized online Sexual Harassment
Prevention Retraining for all employees.

Procedures for Identifying Material Human Rights Issues

Identify the Framework Based on
CAL Human Rights Policy

Human Resources Task Force
Identifies and Reviews Human
Rights Issues of CAL Value Chain

Corporate Sustainability Committee
Verifies Identified Issues

Unit in Charge Develops
Improvement Measures

Human Resources Task Force
Implements Following Improvement

Disclose Identification Results

and Improvement Actions



https://www.china-airlines.com/tw/en/Images/CAL_Employee_Code_of_Conduct_tcm264-3404.pdf
https://www.china-airlines.com/tw/en/Images/08_Corporate-Social-Responsibility-and-Sustainable-Development-Best-Practice-Principles_tcm264-3468.pdf
https://www.china-airlines.com/tw/en/Images/08_Corporate-Social-Responsibility-and-Sustainable-Development-Best-Practice-Principles_tcm264-3468.pdf
http://calec.china-airlines.com/csr/en/download/pages/supplier_code_of_conduct.pdf
https://www.china-airlines.com/tw/en/Images/CAL_Employee_Code_of_Conduct_tcm264-3404.pdf
https://www.china-airlines.com/tw/en/Images/08_Corporate-Social-Responsibility-and-Sustainable-Development-Best-Practice-Principles_tcm264-3468.pdf
http://calec.china-airlines.com/csr/en/download/pages/supplier_code_of_conduct.pdf
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Human Rights Risk Identification Results

CAL has identified human rights risks independently in accordance with the United Nations Guiding Principles on Business and
Human Rights. The Human Resources Task Force first selects material human rights issues of the year through internal and
external stakeholder engagement and issues risk identification questionnaires to stakeholders in the value chain. In 2019, it
analyzed the material human rights risk issues of the year based on 317 valid questionnaires, while reviewing the occurrence
nodes of human rights risks and material risk issues throughout the value chain in order to perform human rights due diligence
and develop mitigation and remedial measures. In 2019, three material risk issues were identified, including the right to
privacy, protection of labor conditions, and the right to health.

Material Human Rights Issues Identified

VN

Right to Health

@ Rightto Live @ Right to Privacy

@ Secure for
Labor Condition

Right to Freedom of Opinion

Severity

@ Right to Liberty and 4 Right to Work

Security of the Person

P @ Forced Labor
Human @ Non-discrimination
Trafficking @ Right to Family Life
P @ Labor Union and the
Right to Negotiation
i abor ight to Liberty
@ Child Lab Right to Lib

of Movement

v

Frequency

Mitigation and Remedial Measures for Material Human Rights Risks

In order to ensure the integrity of the human rights framework, CAL, in accordance with the United Nations Guiding Principles
on Business and Human Rights on due diligence, worked with external consultants to develop and implement a human rights
due diligence mechanism to review the mitigation and remedial measures for material human rights risk issues. Based on
the three material risks identified in 2019, except that the protection of labor conditions does not apply to the downstream of
CAL's value chain, CAL has launched three major risk mitigation and remedial measures at each node of the value chain for
various groups, including general, disabled, or minority employees in the upstream and midstream as well as general, children,
disabled, and minority customers in the downstream. Relevant information is described below. For details, please refer to the
appendix Management of Material Human Rights Issues in 2019.
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The human rights risk management in CAL's entire value
chain is described as follows:

Upstream (Supply Chain Partners)

Regarding the human rights management of upstream
supply chain partners, CAL has gradually established a risk
management mechanism of the sustainable supply chain
since 2015. The management mechanism includes risk
identification, on-site review, and tracking and improvement,
while the management dimension includes governance,
environment, society, and the general aspect. Among them,
the human rights risk issues are the main management
focus of the aspect of society. CAL has launched human
rights issues that need to be managed in accordance with
the Sustainable Supply Chain Management Policy and
Supplier Code of Conduct. In addition to issues, such as
child labor, discrimination, and freedom of association,
protection of labor conditions and occupational safety and
health issues related to the right to health are all the focus
of CAL's evaluation and audit. As for the right to privacy, it is
related to the information security management issues in
the general aspect, which is also an existing management
item in CAL's sustainable supply chain risk management
mechanism. Each year, CAL adopts a periodic sustainable
supply chain management mechanism to keep abreast of
the management situation of various human rights risk
issues by supply chain partners and their mitigation and
improvement approaches in the case of high-risk situations.
For more sustainable supply chain management measures,
please refer to Chapter 2-3-2 Sustainable Supply Chain
Management in the Cooperation section of this report.

Midstream (CAL's Operations)

In terms of employee privacy management, the Company
has set up a "personal information management system;"
By implementing the maintenance and management of
personal data files, the impact of personal data file violations
can be reduced. The labor conditions of employees are all
in compliance with or superior to the laws and regulations,
and various committees with labor participation are run
to improve employees' labor conditions. With regard to
the management of employees’ right to health, CAL has
set up the Occupational Safety and Health Committee and
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introduced the ISO 45001: 2018 and TOSHMS occupational
health and safety management systems to identify and
control occupational accident risks in the workplace based
on the level of the risks, to ensure employees' safety and
health at work. For more details on the management
measures of employees’ labor conditions and right to
health, please refer to Chapters 2-2-2 Recruitment and
Retention, 2-2-4 Employee Rights, and 2-2-5 Healthy and
Safe Workplace.

In addition to the material human rights risks identified
in 2019, CAL upholds an open attitude toward employees'
joining in the union. As each CAL employee is an ex-officio
member of the corporate union, they can participate in
various union affairs or be directly selected as leaders in
the union. CAL regularly holds negotiation meetings with
the corporate union; employees can also join occupational
unions outside the Company according to their own
wishes, and CAL maintains an equally open attitude toward
the external occupational unions and does not resist
substantive negotiations with any union.

CAL has established diversified communication channels,
including regular labor-management negotiation meetings,
an employee care mailbox, a sexual harassment mailbox
and associated grievance hotline, the "Speak Your Mind"
Employee Portal, and Team+, an internal messaging
software so that employees can put forward their opinions
or suggestions. In addition, CAL has formulated the
Employee Grievance Regulations. When employees' rights
and interests are infringed or handled improperly, they can
file a complaint in accordance with the regulations. If they
disagree with the results of the complaint, they can re-file
the complaint to protect their own basic rights. In 2019,
there were a total of nine complaints from CAL employees,
of which there were refiled. The main type of the complaints
was discipline and punishment. All complaints have been
responded to and closed. According to the statistics as of
the end of December 2019, two workplace complaints were
submitted in Tigerair Taiwan, namely verbal abuse and
psychological violence complaints, which were reviewed and
handled in accordance with the procedures.

Employee Grievance Cases from 2017 to 2019

ltem 2017 2018 2019
Performance Review 2 5 1
Concessional Flight Tickets 19 10 2
Leave of Absence 2 2 0
Disciplinary Actions 3 5 1
Occupational Disasters 0 2 5
Total 26 24 9

Employee Grievance

e CAL Employee Grievances
——  E-mail: wecare@china-airlines.com

¢ CAL Grievances against Sexual Harassment
TEL: (03) 399-8922
E-mail: SHC@china-airlines.com

¢ Mandarin Airlines Employee Grievances /
Grievances against Sexual Harassment
TEL: (02) 2514-2050
E-mail: SHC@email.mandarin-airlines.com

E-mail: talktome@tigerairtw.com

TEL: (02) 7735-6930
E-mail: talktome@tigerairtw.com

We pledge ourselves to put an end to sexual harassment.
Continuing education on sexual harassment prevention is
conducted annually for new recruits and existing employees,
and course materials are available for employee access on
the CAL website. CAL also puts up posters in duty rooms,
communicating definitions and types of sexual harassment,
as well as grievance channels, to front-line employees.
Employees can file sexual harassment grievances via the
sexual harassment mailbox, hotline, or e-mail account.
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If the sexual harassment perpetrator is a CAL employee,
the Human Resources Division will initiate an investigation
and convene a meeting of the Complaint Review Committee
within 7 days after receiving the grievance. No less than
half the members of the Complaint Review Committee
are female. If the incident is defined as a case of sexual
harassment, disciplinary actions or other measures will
be taken; and, depending on each incident, psychological
counseling may be arranged for both the perpetrator and
the victim. If the perpetrator of the incident is not a CAL
employee, CAL will assist the victim with legal aid. Mandarin
Airlines has published a statement about the ban on sexual
assault and harassment and posted information on sexual
harassment prevention on the EIP website. An annual report
on grievances regarding sexual harassment is made by the
end of every year for follow-up. Besides Mandarin Airlines,
Tigerair Taiwan also takes sexual harassment seriously.
Every new employee of Tigerair Taiwan is required to
complete the training course on regulations concerning
sexual harassment prevention and grievances through the
regulations which disclosed on the employees’ public portal.

In 2019, one sexual harassment was reported by CAL
employees; and all incidents were handled according
to the law and CAL's internal regulations. No incident of
sexual harassment was reported at Mandarin Airlines.
As for Tigerair Taiwan, one suspected incident of sexual
harassment was reported by employees, and all incidents
were handled according to the law and Tigerair Taiwan's
internal regulations.

Grievances against Sexual Harassment from 2017 to 2019

Item 2017 2018 2019
Nu_mber of 4 3 2
Grievances
N.u-mber of 3 2 1
Filing

. Improper Improper
Cat Ph l
ategory ysiea behavior behavior
Administrative | Administrative | Administrative
Outcome disciplinary disciplinary disciplinary
action action action



mailto:wecare%40china-airlines.com?subject=
mailto:SHC%40china-airlines.com?subject=
mailto:SHC%40email.mandarin-airlines.com?subject=
mailto:talktome%40tigerairtw.com?subject=
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Downstream (Customers)

For customer privacy protection, CAL has hired an external professional consultant team to
serve as the consultant for CAL's personal information protection mechanism, introduced the
personal information management system, and set up the Personal Information Management
Committee for maintenance and management of personal data files. Each division /
department of CAL has also completed personal information risk assessments in 2019
and formulated the Privacy Protection Policy and Statement regarding the collection, use,
acquisition, or change of customers' personal data, revision of privacy protection / security
statement and commitment to maintaining confidentiality of information, which are all
publicly disclosed on the Company's official website. Regarding the customers' right to health,
CAL has long been aiming at zero flight accident. As early as since 2007, it has implemented
the "safety management system” to ensure and improve the safety level of its products and
services through risk identification as well as analysis and management. CAL also has a
"Flight First-Aid Advisory System,” which allows customers to obtain professional medical
advice if they are feeling unwell during check-in, boarding, or flight. For more management
measures to ensure customers' right to health, please refer to Chapter 2-1-1 Flight Safety in

the Trust section of this report.

Material Human Rights Issues in 2019

After conciliation failed twice, the Taoyuan Union of Pilot (TUP) put forward five demands,
including improving pilot fatigue, and officially went on strike February 8, 2019. To
minimize the impact, CAL initiated a contingency plan within a few hours of failing to
reach an agreement with the union. During the strike, CAL showed respect for the union's
activities while protecting the rights and interests of passengers and reducing social
impact. After negotiations, both parties reached an agreement and signed a collective
agreement, concluding the strike. CAL has made full disclosures regarding the strike in
the 2018 China Airlines Corporate Sustainability Report (2-2 Human Resources, page 64)
and on CAL's website.

After the strike, CAL agreed to resume collective agreement meetings to enhance
interaction and communication with the union. The parties reached consensus at the
meeting and were willing to quickly sign a complete collective agreement.

53

2-2-2 Recruitment and Retention KSRz REEIS

Human Resource Management System

The Company recruits and selects employees according to the needs of human resources
and the duties required. The recruited employees receive preservice training based on
their duties and take up their posts after passing pre-service training (continuous on-the-
job training is required after taking up their posts). Their performances will be evaluated on
a regular basis. According to the regulations, outstanding performers will be rewarded or
reported for promotion, and appropriate rotations will be arranged. At the end of each year,
employees will be rewarded based on Company's business performance; and the Company
has also established favorable employee benefits and multiple channels of communication.
CAL regularly conducts employee satisfaction surveys, then reviews feedback and makes
improvement accordingly in order to increase employee retention willingness.

Human Resources Management System

Selection k

e Manpower Requirements
* Recruitment \
*
Retention k Training k

¢ Remuneration Management A « Orientation Training
—‘ Functional —

« Employee Benefits \  Needs J  Professional Training

¢ Employee Communication ¢ Management Training

Placement k
e Performance Evaluation and
* Management Promotion and
Rotation

Workforce Structure of CAL Group

By the end of 2019, CAL had 12,110 employees worldwide, including 12,006 full-time employees
[6,132 males (51.07%) and 5,942 females (48.93%)] and 104 contract employees [37 males
(35.58%) and 67 females (64.42%)]. Based on job categories, CAL had 3,435 employees
in business operations, 4,555 cabin crew members, 2,377 maintenance personnel, and
1,743 employees in other categories. Mandarin Airlines had 1,023 employees [495 males
(48.39%) and 528 females (51.61%)], including 430 employees in business operations, 258
cabin crew members, 152 maintenance personnel, and 183 employees in other categories.
Tigerair Taiwan had 711 employees [309 males (43.46%) and 402 females (56.54%)]. Based
on job category, Tigerair Taiwan had 325 employees in business operations, 323 cabin crew
members, 32 maintenance personnel, and 31 employees in other categories. The numbers of
employees recruited by the three airlines complied with the law.


http://calec.china-airlines.com/csr/en/download/2018/2018-en-CSR.pdf
http://calec.china-airlines.com/csr/en/download/2018/2018-en-CSR.pdf
http://calec.china-airlines.com/csr/en/download/2018/2018-en-CSR.pdf
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Workforce Staructure of CAL Group in 2019

_ ALL Male Female
Under 30 2,575 955 1,620
31-50 6,794 3,314 3,480
Above 51 2,741 1,900 841

m ALL Male Female
i‘ir:eiozr) management 119 91 28
Mid-level management 363 265 98
Junior management 167 123 [
Non-executive employees 11,461 5,690 5,771

_ ALL Male Female
Under 30 336 100 236
31-50 526 268 258
Above 51 161 127 34

ALL Male Female
Taiwan 938 456 482
China 85 39 46

ALL Male Female
Business 3,435 1,452 1,983
Air service 4,555 1,605 2,950
Maintenance 2,377 2,283 94
Others (Note 1) 1,743 829 914

ALL Male Female
Taiwan 10,254 5,448 4,806
China 287 143 144
Asia 1,105 365 740
USA 287 135 152
Europe 123 56 67
Oceania 54 22 32

ALL Male Female
Business 430 151 279
Air service 258 120 138
Maintenance 152 140 12
Others (Note 1) 183 84 99

m ALL Male Female
(SNirt\;o;) management 30 2% 6
Mid-level management 42 31 1
Junior management 58 50 8
Non-executive employees 893 390 503

54

ALL Male Female
Master / PhD 1,397 804 593
Bachelor 9,939 4,819 5,120
Senior high 672 485 187
Others 102 61 41

ALL Male Female
Full-time employees 12,006 6,132 5,874
Contracted employees 104 37 67
Total 12,110 6,169 5,941

The total number includes 81 indigenous employees (males 40
and females 41) and 105 disabled employees (males 78 and

females 27)

ALL Male Female
Master / PhD 96 65 31
Bachelor 868 389 479
Senior high 57 39 18
Others 2 2 -

ALL Male Female
Full-time employees 1,023 495 528
Contracted employees - - -
Total 1,023 495 528

The total number includes 8 indigenous employees (males 0 and
females 8) and 4 disabled employees (males 3 and females 1)
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Business 325 110 215 Master / PhD 90 44 46
Air service 323 155 168 Bachelor 596 247 349
Maintenance 32 30 2 Senior high 21 17 4
Others (Note 1) 31 14 17 Others 4 1 3
Under 30 376 111 265
31-50 274 144 130
Above 51 61 54 7
Senior management 12 9 3 Full-time employees 711 309 402
(Note 2)
Contracted employees - - -
ALL Male Female Mid-level management 29 17 12
Total 711 309 402
Taiwan 708 308 400 Junior management 50 23 27
The total number includes 0 indigenous employees and 4
Asia 3 1 2 Non-executive employees 620 260 360 disabled emp[oyees (ma[es 2 and females 2)

Note 1: The job category — others includes executives higher than the rank of vice president, auditors, accountants, information technology personnel, and other employees that are not within the aforesaid categories.
Note 2: "Senior management” refers to Level 1 managers and deputy managers or above; "mid-level management” refers to Level 2 managers and deputy managers; "junior management” refers to Level 3 managers and deputy managers.

Gender Equality and Diversity

CAL provides equal rights and opportunities for every employee regardless of gender. In 2019, female employees accounted for 49.06% of the total CAL workforce, and 26.19% of all managerial
positions were held by females. At Mandarin Airlines, female employees accounted for 51.61% of the total workforce, and 19.23% of the managerial positions were held by females. At Tigerair
Taiwan, female employees accounted for 56.54% of the total workforce, with female managers representing 46.15% of all managerial positions. Due to the nature of the aviation industry, CAL has
a higher demand for professionals in certain fields of expertise, leading to a male / female gap that is common in society.

CAL is committed to providing a comfortable work environment that is conducive of balanced career development for all employees, regardless of gender. In order to safeguard the well-being and
right to work of female employees, when a female flight attendant is pregnant, she may apply for unpaid leave or request a transfer to ground services. Upon completion of maternity leave, she
may then apply to resume her duties as a flight attendant. In addition, two breastfeeding rooms have been set up at CAL Park for female employees to use at any time. We also provide our male
employees benefits that are better than required by the Act of Gender Equality in Employment. A male employee may apply for 5-day paternity leave with full pay during childbirth. In addition, to
help our employees achieve work-life balance, CAL has signed agreements with 12 daycare centers and kindergartens in 2019 to provide special discounts for CAL employees.

CAL values diversity in the workforce. In 2019, CAL employed 81 indigenous employees and 105 employees with disabilities. In addition to our commitment to expanding employment among indigenous
people, we have employed staff with disabilities at a higher proportion than prescribed by law since September 2015. CAL received the Excellency Award at the Golden Wingspan Awards in 2016. We
have redesigned job descriptions for employees with disabilities with a focus on improving working conditions and making adjustments to job requirements and career development. We also provide
shuttle buses and regularly-scheduled health examinations for our employees with disabilities. In addition, we have signed long-term service contracts with visually impaired massage therapists to
provide employees with free on-site massages, thereby providing job opportunities for the visually impaired and enhancing our employees' health at the same time.
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Workforce Diversity of CAL Group in 2019

Male Female

Under 30 266 M 583
Business 31-50 763 I 1055

Above 51 423 M 315

Under 30 197 I 840
Air service 31-50 980 I 1515

Above 51 428 M 295

Under 30 424 M 29
Maintenance | 31-50 1211 I 50

Above 51 648 I 15

Under 30 68 [l 148
Others 31-50 360 I 530

Above 51 401 [l 216

Local Employment

The flight network of CAL spans across the globe, and
a large number of job opportunities are available. This
results in contributions to local employment and economic
development. About 84.67% of all CAL employees are
based in Taiwan. The composition of CAL's international
employees includes foreign pilots from 20 countries,
and flight attendants from Vietnam, Japan, and Thailand.
We also employ local employees at our 160 destinations
cities in 29 countries around the world. CAL endeavors to
provide a friendly work environment for our international
employees, with equal opportunities and benefits to our
Taiwanese employees.

56

Male Female

Under 30 43 I 125

Business 31-50 ss I 10
Above 51 20 14
Under 30 12 M 40

Air service 31-50 77 I 95
Above 51 311 3
Under 30 611

Maintenance | 31-50 93 I <
Above 51 411 2
Under 30 20 I &4

Others 31-50 29 Il :0
Above 51 35 [l 15

Local Employment of CAL Group in 2019
Company Region Employees Management

Taiwan 98.81% 100.00%
China 95.83% 26.56%
Asia 93.11% 44.66%
Americas 66.26% 27.27%
Europe 44.33% 23.08%
Oceania 60.00% 22.22%

Male Female
Under 30 60 NN 30
Business 31-50 39 I s
Above 51 (AN K
Under 30 4 I 27
Air service 31-50 88 N 4
Above 51 2600
Under 30 3|0
Maintenance | 31-50 1302
Above 51 1400
Under 30 708
Others 31-50 406
Above 51 3|3
Company Region Employees Management
Taiwan 100.00% 100.00%
China 80.00% 21.18%
Taiwan 99.58% 100.00%
China 100.00% 100.00%
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Recruitment

Due to CAL Group's business growth and fleet / flight network expansion in recent years,
we have recruited in various areas to meet the requirements of our growing business. To
fulfill our commitment to social responsibility, we continue to promote industry-academia
collaboration programs and employ people with disabilities. In 2019, CAL recruited 465
employees, including 365 full-time employees and 100 contract employees, accounting for
3.84% of the total workforce. Mandarin Airlines recruited 120 full-time employees, accounting
for 11.73% of the total workforce. Tigerair Taiwan also employed 100 full-time employees
and 63 contracted employees, accounting for 22.93% of the total workforce.

New Employees of CAL Group in 2019

Company
Full-time employees 365 120 100
Contracted employees 100 0 63
Total 465 3.84% 120 11.73% 163 22.93%
Under 30 297 63.87% 86 71.67% 110 67.48%
Age 31-50 147 31.61% 24 20.00% 39 23.93%
Above 51 21 4.52% 10 8.33% 14 8.59%
Male 169 36.34% 65 54.17% 74 45.40%
Gender
Female 296 63.66% 55 45.83% 89 54.60%
Taiwan 184 39.57% 113 94.17% 163 | 100.00%
China 15 3.23% 7 5.83% 0 0.00%
Asia 207 44.52% 0 0.00% 0 0.00%
Region
USA 43 9.25% 0 0.00% 0 0.00%
Europe 12 2.58% 0 0.00% 0 0.00%
Oceania 4 0.86% 0 0.00% 0 0.00%

57

Employee Turnover

Over the past three years, the average employee turnover of CAL has been 5.96%. Each of our
employees is safeguarded by an employment contract, and each contract clearly sets forth
provisions regarding rewards, disciplinary actions, and employment termination. In addition,
rules concerning termination of employment and the number of days required for a notice of
resignation comply with the Labor Standards Act. With respect to locations where employee
turnover rates are relatively high, we evaluate local labor-related regulations and wage
levels and refer to comments made by resigning employees and local supervisors to see
whether adjustments are needed in our salary and benefit practices. We also utilize internal
systems and incentive programs to reduce turnover rates.

At CAL, the employee turnover in 2019 decreased by 0.26% compared to that in 2018, and the
involuntary separation rate decreased by 11.93% compared to that in 2018 mainly due to the
expiration of contracts with 59 employees. No significant difference in turnover was reported in
other job categories. CAL will continuously optimize internal management to maintain low turnover.

At Mandarin Airlines, most employee turnover in 2019 arose among front-line ground service
staff, including industry-academia program students. That year’'s employee turnover decreased
by 4.05% compared with 2018. Due to seasonal demand, part-time employees were in great
demand. Some of their contracts expired in 2019 without renewal, while some resigned due to
personal career plans. In the future, Mandarin Airlines will provide a variety of communication
channels for existing employees and improve employee benefits to retain staff.

Tigerair Taiwan's turnover increased by 2.51% in 2019 over 2018, primarily due to personal
career plans. Facing stiff competition in the aviation industry, Tigerair Taiwan will continue
to improve employee benefits and provide a better work environment and opportunities to
retain outstanding employees.

Employee Turnover Rate of CAL Group from 2017 to 2019

I
i - Average
I
24.00%
20.00% 18.19%
16.00% 14.70%
14.51%
12.00%
8.00% 6.38% 10.65%
.\.\. 5.96%
0,
4.00% 5.88% 5.62%
0.00%

2017 2018 2019
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Employee Turnover Statistics of CAL Group in 2019
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2017 2018 2019 2017 2018 2019
Category Category
Amount | Percentage (%) | Amount | Percentage (%) | Amount | Percentage (%) Amount | Percentage (%) | Amount | Percentage (%) | Amount | Percentage (%)
Under 30 342 42.38% 298 40.82% 210 30.88% Under 30 49 56.32% 24 42.86% 43 53.75%
Age 31-50 233 28.87% 204 27.95% 220 32.35% Age 31-50 31 35.63% 30 53.57% 28 35.00%
Above 51 232 28.75% 228 31.23% 250 36.76% Above 51 7 8.05% 2 3.57% 9 11.25%
Male 380 47.09% 345 47.26% 356 52.35% Male 42 48.28% 25 L4.64% 37 46.25%
Gender Gender
Female 427 52.91% 385 52.74% 324 47.65% Female 45 51.72% 31 55.36% 43 53.75%
Taiwan 482 59.73% 442 60.55% 495 72.79% Taiwan 86 98.85% 56 100.00% 80 100.00%
Region
China 69 8.55% 44 6.03% 16 2.35% Asia 1 1.15% 0 0.00% 0 0.00%
Asia 155 19.21% 163 22.33% 119 17.50% Total 87 13.50% 56 8.74% 80 11.25%
Region
0, 0, 0,
UsA 63 7.81% 40 5.48% 35 5.15% Note: Voluntary separation includes resignations, early retirements, and requests to resignation. Involuntary separation
Europe 17 2.11% 27 3.70% 1 1.62% includes mandatory retirements and layoffs.
Oceania 21 2.60% 14 1.92% 4 0.59%
Voluntary 453 56.13% 469 64.25% 518 76.18% Employee Retention
Involuntar 354 43.87% 261 35.75% 162 23.82% . . . . . .
4 ’ ’ ’ Periodic Performance Evaluations Conducted on a Fair and Objective
0, 0, 0, -
Total 807 6.38% 730 5.88% 680 5.62% Basis
CAL conducts an employee performance evaluation three times a year. Except for employees
who have worked for less than a certain period of time, all employees are covered in the
performance evaluation. Apart from evaluations on general performance, core function
assessment indicators and approaches are also adopted based on each employee's
Category 2017 2018 2019 professional characteristics and in consideration of the actual working conditions of the
Amount | Percentage (%) | Amount | Percentage (%) | Amount | Percentage (%) employee under evaluation. With respect to all managerial levels, a specific annual Management
Under 30 106 61.99% 97 65.54% 70 64.22% by objectives (MBO) framework has been established based on CAL's business strategies
in addition to job assessment indicators. To make the assessment process impartial and
_ 0, 0, 0, . . . .
Age 31-50 a4 25.73% 29 19.59% 27 2477% objective, each employee is evaluated by several supervisors, and performance grades are
Above 51 21 12.28% 22 14.86% 12 11.01% also allocated according to different job rankings. In addition, to ensure that the performance
Male 83 48.54% 91 61.49% 60 55 05% evaluation provides employees positive feedback and assistance and facilitates communication
Gender and interaction between supervisors and employees, interviews are also included in the
0, 0, 0,
Female 88 51.46% 57 38.51% 49 44.95% performance evaluation. A two-way assessment scheme has been formulated for evaluating the
) Taiwan 150 87.72% 133 89.86% 101 92.66% performance of all flight attendants. Flight attendants who have worked for more than one year
Region China ’ 12.28% 15 10.14% g 734% are evaluated and assigned ratings based on their attendance, reward / disciplinary actions,
and performance within a reasonable range and based on employee classification to avoid
Total 171 18.19% 148 14.70% 109 10.65%

subjective impressions which could detract from the impartiality of the performance evaluation.
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Sound Remuneration System

Every year, CAL offers employees reasonable remuneration packages, related benefits, and
insurance coverage based on CAL's overall salary policy and earnings. Performance-based
salary adjustments and promotions are also possible for outstanding employees, ensuring
that the promotion process is conducted in accordance with the principles of transparency
and fairness. In addition, we provide various types of allowances and benefits (such as
dividends, education and training, employee stock options, concessional airfares, and work
allowances) and flexible benefit programs (such as retirement packages) to meet employees’
various needs. Apart from enhancing the bond between employees and the management, this
arrangement can also raise employee satisfaction and retention rates.

2-2-3 Employee Development

Sound Training System and Framework

CAL has established a sound training system and framework to develop aviation
professionals. We adopt diversified training methods, including on-site and online training
courses, invest in training hardware and software. CAL values the functional development of
employees and integrates fundamental aviation training with hands-on practice.

Training Framework

Skill Type Orientation Training

Strategic Skills A

Abilities required to perform projects according
to CAL business strategies

Professional Skills

Qualities and skills required to perform specific

duties or tasks service / ticketing / freight)

Management Skills k

Knowledge and skills required for managerial New manager training
positions

General Skills A

Knowledge, skills, and conduct required for "CAL and me" orientation training

every employee

= B £

k Basic training for each professional
position (flight operations / maintenance /

59

In addition, CAL organizes business strategy and management related training for all managerial
levels and employees with potential on a regular basis to improve their horizons and expertise.

Based on the demand of education and training, the Training Advisory Committee has been
established to plan annual education and training activities for all employees. The primary
strategic goal of CAL's training and development program is to enhance employees' job
skills. Adopting the training framework of China Airlines Lecture Hall, CAL ensures that all
employees are equipped with skills to perform their duties and job functions.

CAL as established Talent Development Committee, chaired by the President, with senior
vice presidents serving as members. The Talent Development Committee is responsible
for regularly reviewing and improving training for potential talents. Each department
refers potential talents to the Talent Development Committee, which then determines their
qualifications and development paths. During training, potential talents are provided with
appropriate job rotations and management skill training, in order to build their management
capacity and experience. For a long time, both at home and abroad, CAL has sought out and
successfully trained many potential talents to serve as unit chiefs. CAL will continue to provide
them with opportunities to develop their careers, in hopes of achieving corporate sustainability.

In 2019, CAL invested about TWD 254 million in employee training and development. The total
number of training hours exceeded 300,000, and the completion rate of training reached 98.97%.

On-the-job Training Advanced Training

Organized ad hoc based on CAL's business operations and strategic development needs

* Model / class training « Pilot training
« Annual retraining for each professional « Advanced job training (pilot in command /
position cabin manager / supervisor)

Management skill training Executives training / seminars

Career experience camp General aviation management training

Note: In addition to the above training programs, CAL encourages employees to participate in work-related trainings organized by the Ministry of Labor's Workforce Development Agency, by offering training allowances to employees who pay tuition at their

own expense (20% of tuition).
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Training Statistics of CAL Group from 2017 to 2019

60

2017 2018 2019
Company Category Training Amount Average Training Amount Average Training Amount Average Total Number of Training
Hours Hours Hours Hours Hours Hours Expenses Elasses Opened | Completion Rate
Business 132,372 3,546 37.33 76,626 3,681 20.82 104,414 4,515 23.13
Air service 159,904 4,844 33.01 165,560 4,725 35.04 147,744 4,424 33.40
The Job
Category | \aintenance 20,966 2,458 8.53 41,070 2,632 15.60 38,170 2,513 15.19
254,104,284 2,965 98.97%
Others 8,402 1,797 4.68 46,956 2,095 22.41 10,269 677 15.17
Male 106,574 6,476 16.46 138,531 6,622 20.92 128,956 6,122 21.06
Gender
Female 215,070 6,169 34.86 191,681 6,511 29.44 171,642 6,037 28.43
Business 9,916 397 24.98 14,208 314 45.25 5,267 362 14.55
Air service 19,673 229 85.91 21,328 268 79.58 17,716 277 63.96
The Job
Category | \aintenance 17,196 139 123.71 20,803 157 132.50 19,597 158 124.03
4,425,718 4,896 96.25%
Others 5,814 175 33.22 3,936 84 46.86 5,537 121 45.76
Male 34,884 454 76.84 39,899 418 95.45 37,761 471 80.17
Gender
Female 17,716 486 36.45 20,375 405 50.31 10,356 447 23.17
Business 16,868 261 64.63 5,368 284 18.90 8,355 325 25.71
The Job Air service 15,535 330 47.08 11,661 305 38.23 20,253 323 62.70
Category
Maintenance 326 28 11.63 549 24 22.88 495 32 15.47
25,987,074 5,781 99.00%
Others 1,313 25 52.52 33 28 1.18 533 31 17.18
Male 10,205 275 37.11 8,859 277 31.98 16,499 309 53.40
Gender
Female 23,837 369 64.60 8,752 364 24.04 13,136 402 32.68

Note 1: Others include executives higher than the rank of vice president, auditors, accountants, information technology personnel, and other employees that are not within the aforesaid categories. For Tigerair Taiwan, others include the Chief Financial
Officer, Chief Operating Officer, Chief Commercial Officer, President, and Chairman, as well as the Finance Department, Accounting Department, and Information Department.

Note 2: Training hours exclude those at outstations

Note 3: Average training hours = Total training hours + total number of employees in the category. For CAL, completion rate of training = average completion rate of training. For Mandarin Airlines and Tigerair Taiwan, completion rate of training = completion

rate of training in each unit + number of units.
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Sound Internal Recruitment and Rotation System

CAL is committed to upholding the principle of assigning each staff member to a proper
position. We offer regular job rotations and internal training courses to improve our
employees’ job skills and overall productivity. Each department determines whether to
rotate employees, based on their labor needs; in addition, we have established an internal
recruitment system, so that employees can participate in the selection processes in
accordance with their wishes and ambitions. This allows CAL to utilize its human resources
in a flexible manner and ensures that employees are assigned to the most proper positions,
resulting in a win-win situation for both parties.

To utilize management with flexibility and to ensure that they are assigned to the most proper
positions with improved competency, CAL conducts a management review and rotation
evaluation on a regular basis. Managers working in domestic departments and outstations
or joint venture companies for three years will be included in the management review and
rotation evaluation based on relevant regulations.

Employee Development Programs in 2019

61

Human Capital ROI

Through education and training, employees can grow along with CAL's strategic and business
goals. Meanwhile, corporate assets will also accumulated in value and provide CAL with a
solid foundation for long-term viability. CAL has recently adopted the Human Capital Return
on Investment (HCROI) metric as a benchmark tool. In addition to estimating earnings
from investing in human capital, the metric can also be included in Company's long-term
performance indicators. The reason of the 2019 ROI decline is due to the total operating
income decreased. By the influence of US-China trade, the growth of global trade has slowed

down, showing a negative growth, which caused the 2019 cargo revenue decreased.

2017 2018

2019

1.35 1.09

1.00

Note: Human Capital ROl = Income - [Operating expenses - (Salary + Benefits)] / (Salary + Benefits).

Employee Development Program Business Benefits

Quantitative Impact of Business Benefits

Proportion of Employee Participation
in the Program

—_

Training for Passenger Transport Marketing Personnel
(Ticketing, New Product Sales, Marketing Skills and Observation,
Knowledge of and Marketing Skills in Cargo Transport)

N

.Improve the overall quality of service

. Improve the professional skills and knowledge of
passenger and cargo transport marketing personnel

3. Increase customers, supply, and revenue

Due to external impacts such as the China-US trade
war, total revenue from passenger and cargo transport
decreased by TWD 4.09 billion in 2019 as compared to
2018, but revenue from passenger transport continued
to grow, by TWD 1.93 billion

» Proportion to total employees: 8.3%

Annual safety retraining of front-line operating units,
including repair and maintenance, ground service, air
service, and pilot personnel should receive professional awareness
retraining every year according to their work rights and
responsibilities to ensure that personnel implement the
operating procedures as required

—_

. Be familiar with operating procedures

w N

. Elevate safety awareness and enhance the security

. Be familiar with emergency response procedures

e Number of flights in 2019: 86,477

» GDI direct lost in 2019 due to human factors:
US$297,154 (Note)

 Proportion to total employees: 70.3%
» Maintenance: 2,377

 Ground services:1,590

» Cabin Crews: 3,270

« Pilots: 1,285

—

. Recall the passion of service

. . ) 2. Enhance service skills
Regular Service Training for Cabin Crew Members and 3. Strengthen the professional ability to handle and
Ground Services Employees to Strengthen Service Concepts solve problems
and Skills

of service

4. Reduce customer complaints and elevate the quality

Enhance the quality of service and reduce compensation
issues derived from customer complaints to increase
the revisit rate

» The customer satisfaction rate of ground services in
2019:89.6

« The customer satisfaction rate of cabin crew
members: 89.7

» Proportion to total employees: 40.1%
 Cabin crews: 3,270
» Ground services: 1,590

-

. Enhance flight safet
Refreshment Training for Pilots based on Fleet Plans and g Y

Regulations to Ensure Flight Safety

N

operating procedures

. Comply with regulations and be familiar with the

2019 High-level risk of unsafe events due to negligence
of pilots: 0

» Proportion to total employees: 10.60%
* Pilots: 1,285

Note: To reduce GDI (ground damage incidents), CAL organizes training for front-line employees on a regular basis.
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Industry-Academia Collaboration

CAL has promoted its campus talent development program
since 2013 by taking advantage of its abundant practical
experience and sound aviation training facilities and courses.
In response to the government's policy on industry-academia
collaboration and talent development, CAL has cooperated
with colleges and universities nationwide to offer internship
programs that last for six months to one year in variety fields.
CAL also offers interns scholarships and allowances and
arranges training courses for them. To start an internship,
interns are required to pass the training courses first. In 2019,
for the ninth consecutive year since 2011, CAL was awarded
as a Top 20 Youngsters' Favorite Brand by Cheers magazine.
Through industry-academia collaboration, CAL will continue to
provide students with opportunities to gain aviation expertise
and make their career plans, and thus help CAL recruit
potential talents.

In 2019, a total of 99 students participated in the industry-
academia collaboration programs and summer internship
programs.

Summer Internship Completion in 2019

Industry-Academia Collaboration in 2019 (99 Students)

Education Technology

and Visual Design

Ground Dervice

(1-year term)

Ground Service

(short-term)

Cabin Service

(1-year term) =
Information Technology |—EI
Summer Internship |—E|

O Fu Jen Catholic University; Asia University

Dayeh University; Chung Yuan Christian University; China University of Science and Technology;
Wenzao Ursuline University of Languages; Tainan University of Technology; Chang Jung Christian
University; National Kaohsiung University of Science and Technology; National Taiwan Ocean
University; National Yunlin University of Science and Technology; National Taipei University of
Nursing and Health Science; Feng Chia University; Kainan University; [-Shou University; Vanung
University; Overseas Chinese University; Shih Chien University (Kaohsiung Campus); Fu Jen Catholic
University; Ming Chuan University; Takming University of Science and Technology; Hsing Wu
University; Providence University; Lunghwa University of Science and Technology

Chung Hua University; Yuan Ze University; Aletheia University; Kainan University; Vanung University;
National Taiwan University; Chung Yuan Christian University; National Taipei University of Business;
Soochow University; Shih Chien University; Fu Jen Catholic University

China University of Science and Technology; National Kaohsiung University of Hospitality and Tourism;
National Yunlin University of Science and Technology; Vanung University; Overseas Chinese University;
Ming Chuan University

Ming Chuan University; Hsing Wu University

Chung Yuan Christian University; National Chiao Tung University; National Cheng Kung University;
National Formosa University; National Kaohsiung University of Science and Technology; National
Taipei University of Technology; Tamkang University

2 _2 - 4 E m p lovee Ri g h ts GRI 102-41, 201-3, 401-2, 401-3, 402-1, 405-2

CAL attaches great importance to the opinions and well-being of our employees. In addition to regular reviews of employees’
salary and benefit and labor-management meetings, CAL has established a number of communication channels and activities
to enhance cohesion. CAL also respects the independence of labor unions in accordance with the law and promotes positive

communication with labor unions.
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Employee Care

Salary and Benefits

CAL firmly believes that employees are the most valuable assets and that it is important to
protect both employee benefits and shareholders' equity. For these reasons, CAL provides
competitive salaries and benefits for all employees. The salary and benefit package of each
employee will not differ according to gender, race, religion, political affiliation, or marital
status. Whenever the minimum wage of a particular global location is raised, we promptly
review our salary standards and make necessary adjustments in a timely manner. In 2019,
CAL adjusted salaries by 2% on average. Employees who are required to work overtime
due to the nature of their employment receive reasonable overtime pay, in accordance with
regulations. No employee is forced to work against his or her will.

Male / Female Salary Ratio of CAL Group in 2019

Company

Category Base Salary | Bonus | Base Salary | Bonus | Base Salary | Bonus
Business Operations 1.17 1.24 1.02 1.03 1.19 1.42
Flight and Cabin Crews 1.21 1.24 1.17 1.91 3.17 2.58
Maintenance Personnel 1.18 1.12 1.08 1.68 - -
Others 1.17 1.15 1.06 1.29 1.12 1.08

Note 1: Flight and cabin crews include pilots and flight attendants, pilots were mostly male, while flight attendants were
mostly female. Pilots' salaries are higher than flight attendants’, resulting in a large difference in the male/female
salary ratios; others include executives higher than the rank of vice president, auditors, accountants, information
technology personnel, and other employees that are not within the aforesaid categories.

Note 2: Base salary: basic pay; bonus: pay outside base pay.
Note 3: The maintenance personnel of Tigerair Taiwan are all male.

In accordance with the Taiwan Stock Exchange Corporation Rules Governing the Preparation
and Filing of Corporate Social Responsibility Reports by TWSE Listed Companies, the
Company disclosed its number of full-time employees not in a managerial position as 10,318
in 2019, a decrease of 504 from the previous year. The total salary of full-time employees
not in @ managerial position was TWD 17,072,527,000, an increase of TWD 436,021,000 year-
over-year, the average salary of full-time employees not in a managerial position was TWD
1,655,000in 2019, an increase of TWD 118,000, and the median salary of full-time employees
not in a managerial position was TWD 1,221,000 in 2019, an increase of TWD 19,000.
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Item Numerical Value Difference from the Previous Year

Number of full-time employees not in a 10.318 Decrease of 504 from the
managerial position ' previous year

The-total salary of full-t!n.1e employees TWD 17,072,527,000 Increase of TWD 436,021,000
not in a managerial position year-over year

The average sa.lary of full-t|n.1e N TWD 1,655,000 Increase of TWD 118,000 year-
employees not in a managerial position over year

The median sal'ary of full—tme N TWD 1,221,000 Increase of TWD 19,000 year-over
employees not in a managerial position year

Pension Scheme

CAL attaches great importance to the rights and interests of our employees. CAL reports the
management of the pension reserve fund to the Labor Pension Reserve Supervisory Committee
on a quarterly basis. Prior to the end of each year, CAL allocates the amount required for the
following year based on actuarial calculations and relevant laws and regulations. In terms
of allocation rates, the rate for the new labor retirement plan is 6%; the rate for the old labor
retirement plan is 15%, which reaches the statutory upper limit, and this amounts have been
fully allocated in accordance with Paragraph 2, Article 56 of the Labor Standards Act to ensure
that employees receive the retirement benefits to which they are entitled.

Salary, Benefits and Pension Reserve Fund of CAL Group in 2019 (Unit: TWD million)

Company Item 2017 2018 2019
Salary 15,760 16,580 15,998
Benefits 216 203 213
Pension Reserve Fund 5,710 6,184 6,347
Salary 699 780 864
Benefits 6.3 6.8 6.9
Pension Reserve Fund 243 384 352
Salary 646 724 870
Benefits - 3.65 4.85
Pension Reserve Fund 1.42 1.90 2.53

Note 1: Benefits offered by CAL / Mandarin Airlines included travel allowances, allowances for the elderly, scholarships,
Labor Day gift money, spring parties, and anniversary expenses.

Note 2: Benefits offered by Tigerair Taiwan included travel subsidies, club allowances, birthday cash gifts, Mid-Autumn
Festival and Dragon Boat Festival gift vouchers, spring parties, and family day activities.
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Friendly Workplace

CAL cares deeply about the physical and mental health of our employees. Each year, we organize a number of activities that
foster a friendly workplace and provide care for our employees. In 2019, we organized 8 employee care activities and more
than 320 employees participated, relieving stress through exercise. CAL also invited speakers to lecture on healthcare and
organized CAL Sky Day and an Ice Making Party, encouraging employees to pursue a healthy and sustainable lifestyle.

Move Your Body — Aerobics Class Stress Relief — Essential Oil Candle Making

Unpaid Parental Leave of CAL Group in 2019
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Unpaid Parental Leave

CAL has set up a sound unpaid parental leave system,
allowing employees to take care of their families while
retaining their positions with CAL. To encourage qualified
employees to apply for unpaid parental leave, CAL
guarantees that applicants will not receive a performance
evaluation below an "A" grade for the year. Male employees
are also entitled to unpaid parental leave, including the option
to apply for 5-day paternity leave with full pay before and
after childbirth. If the period of paternity leave coincides with
a business trip or a regular day off or public holiday, paternity
leave may be taken within 15 days following the business trip
or holiday. CAL offers better leave than that stipulated in the
Gender Equality in Employment Act. After analyzing instances
of unpaid leave taken by employees in recent years, we found
that the majority of the employees who did not return to their
duties or who returned to work but worked for less than a
year did so because of the need to care for family members
or due to changes in their career plans.

Company
Unpaid ParentalLeave Statistics Female Male Total Female Male Total Female Male Total
Numbers of employees eligible for parental leave in 2019 (A) 543 385 928 39 38 77 21 18 39
Actual Numbers of employees applying for parental leave in 2019 (B) 371 13 384 17 0 17 8 0 8
Rate for employees applying for parental leave in 2019 (B*100 / A) 68.32% 3.38% 41.38% 43.59% 0.00% 22.08% 38.10% 0.00% 20.51%
Numbers of employees expecting to return in 2018 after parental leave in 2019 (C) 223 13 236 17 0 17 5 0 5
Numbers of employees applying to return in 2019 (D) 203 7 210 17 0 17 3 0 3
Return rate in 2019 (D*100 / C) 91.03% 53.85% 88.98% 100.00% 0.00% 100.00% 60.00% 0.00% 60.00%
Total number of employees returning after parental leave in 2018 (E) 180 6 186 17 0 17 6 0 6
:;l::z::earlcitfe:\r,r;pi:]oggﬁss((:;;npleting one full year of service after returning from 168 5 173 10 1 11 5 0 5
Rate on return after parental leave in 2019 (F*100 / E) 93.33% 83.33% 93.01% 58.82% 0.00% 64.71% 83.33% 0.00% 83.33%

Note: (A): Date of birth from January 1, 2016 to December 31, 2019
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. Benefits for CAL Employees

3

Year-end Bonuses / Dividends

At the end of each year, a year-end bonus is allocated from CAL earnings. Employee
dividends are also distributed in accordance with employee performance and CAL's yearly
management goals.

Retiree Portal (Retiree Association)

CAL has assisted its retirees and employees in establishing a global retiree association
and the CAL Retiree Portal. Every year, the Retiree Association organizes two to three
quarterly activities and one annual gathering to promote interchange between retirees.
CAL also offers grants to the Retiree Association to provide positive assistance and
encouragement.

Employee Benefits

Employee benefits include wedding cash gifts, childbirth cash gifts, disaster subsidies,
travel allowances, scholarships, allowances for the elderly, emergency loans, birthday
cash gifts, Labor Day gift vouchers / cash gifts, and allowances for funerals.

Annual Leave Scheme
CAL offers annual leave better than that stipulated in the Labor Standards Act.

Childcare
CAL has entered into preferential childcare contracts with 12 daycare centers across
Taiwan to assist employees with childcare arrangements.

N

. 2§

4

N\

Group Health Insurance
Group health insurance covers medical, accident and serious illness insurance.
Dependents may also be enrolled in the group insurance scheme at favorable rates.

Commuting

Apart from regular commuter shuttles at fixed sites, there are also shuttle buses for shift
workers, cabin crew members, and employees with disabilities stretching from Keelung,
Taipei City and New Taipei City to Taoyuan and Zhongli.

Concessional Flight Tickets

Employees and their spouses, parents, and children enjoy free and concessional flight
tickets to more than 50 destinations around the world. Code-shared concessional flight
tickets from other airlines are also offered.

Employee Stock Ownership Trust
Participation is voluntary. For employees who agree to join the employee stock ownership
trust, a fixed amount is deducted from their monthly salary based on their pay grade.

Resignation Program
Employees in the general track after 10 years of service and employees in the specialist
track after 10 years of service and reaching the age of 54.

Unpaid Leave

Care for Dependents
Applicable when an employee's spouse or direct relative is seriously ill or when
necessary.

Illness
Applicable when an employee is seriously ill and has not recovered after taking relevant
leave in accordance with regulations.

:

Advanced education
Applicable to all employees, regardless of school or department.
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Employee Communication

Each and every employee matters to CAL. We maintain multiple channels of communication
with our employees, such as regularly scheduled labor-management meetings, and strive
to find solutions to problems. We have established an employee care mailbox, a sexual
harassment mailbox with an associated grievance hotline, and also a "Speak Your Mind"
employee communication mailbox. In addition, our Team+ internal company messaging
software enables employees to express their opinions and make suggestions at any time.
When facing significant operational changes that will affect employees, CAL gives notice in
compliance with relevant labor regulations and promptly communicates with labor unions and
employees. Information on material issues and employee rights is made available on CAL's
website or e-mailed to all employees. When employees express concerns about certain internal
regulations or practices, CAL seeks to clarify the issue and communicate with the employees
more frequently.

Versatile Communication Channels

1. Quarterly Labor-management Meetings

Meetings are held on a regular basis, allowing CAL to communicate with CAEU
representatives. Meetings between front-line divisions / departments and
corresponding CAEU branches are held separately.

2. Supervisor Mailbox
CAL encourages employees to express opinions and give suggestions through the
Level 1 supervisor mailbox.

3. "Speak Your Mind" Employee Portal
CAL encourages employees to express opinions and give suggestions through the

2 2 B

"Speak Your Mind" Employee Portal on the Intranet.

\/

(wecare@china-airlines.com) to protect employees' rights and interests.

s 4. Employee Care Mailbox
. I The Human Resources Division has set up an employee complaint e-mail

% 5. Team+
This internal company messaging system is offered to employees for free, to
facilitate two-way communication and instant reporting to supervisors.
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Labor Unions

At present, CAL cooperates with several labor unions and remains committed to maintaining
open communication and negotiations with labor unions. We show the same respect to all
unions and provide considerable resources in accordance with the law. In particular, the
China Airlines Employees Union (CAEU) is a member of the Chinese Federation of Labor.
There are six subordinate branches under CAEU, which are classified based on the location of
members / business:

Branch 1: Divisions in Head Office

Branch 2: Flight Operations Division

Branch 3: Cabin Crew Division and In-flight Supply Chain & Marketing Division

Branch 4: Maintenance Division, Engineering Division, and Quality Assurance Division

Branch 5: Taipei Branch, Ground Service Division, and Cargo Sales, Marketing & Service
Division

Branch 6: Kaohsiung Branch

There are six subordinate branches within the Mandarin Airlines Employees Union (MDAEU):

Branch 1: Divisions in Taipei Head Office, Taichung Branch
Branch 2: Flight Operations Division and Operation Control Center
Branch 3: Inflight Services Department

Branch 4: Customer Service Division (Taipei, Kinmen, and Taitung)
Branch 5: Engineering & Maintenance Division

Branch 6: Customer Service Division (Taichung, Magong, Hualien, and Kaohsiung)

In 2019, a total of 10,201 CAL employees participated in CAEU, accounting for 99.48% of the
total workforce. A total of 851 Mandarin Airlines employees participated in the Mandarin
Union, accounting for 90.72% of the total workforce. In 2002, CAL entered into a collective
agreement with CAEU, the first such collective agreement in Taiwan's aviation industry.
In January 2017, Mandarin Airlines also entered into a collective agreement with MDAEU,
with the coverage rates of CAL and Mandarin Airlines being identical to the aforementioned
participation rates. The agreement states clauses regarding union activities, labor-
management meetings and dispute resolution, employment and termination, working hours,
leave and vacations, salary, allowances and bonuses, personnel transfers, rewards, and
disciplinary actions, employee benefits, training, and occupational safety and health. The
purpose of the agreement is to protect and enhance the rights and interests of employees.
CAL is now renewing the collective agreement with CAEU in 2018 to maintain stable labor-
management relations.
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CAL / Mandarin Airlines cooperates and communicates with CAEU / MDAEU through various
channels as a partner and based on mutual dependence. In addition to regular meetings held
between the Head Office and CAEU / MDAEU, divisions and corresponding branches of CAEU
/ MDAEU hold labor-management meetings to discuss the labor-management proposals.
All resolutions will be handled once they are reported. In addition, meeting minutes taken
at labor-management meetings held at the Head Office are published and made available
to all employees on CAL's website / Mandarin Airlines's website. CAL / Mandarin Airlines is
dedicated to maintaining harmonious labor-management relations through open, efficient
channels of communication.

Union Participation Rate of CAL and Mandarin Airlines
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The analysis results were not significantly different from the previous survey. In particular,
in the gender-based analysis, there was no obvious difference (6.5 for males and 6.2 for
females). The overall satisfaction rate was slightly lower than the previous survey. It was
speculated that it might be affected by the pilot strike in 2019 right before the survey was
conducted (for details, please refer to pages 82-84 in Chapter 2-2 Human Resources of CAL

2018 CSR report).

This survey analysis report was also provided to the relevant supervisors as a reference for
subsequent improvement plans. The main improvements are shown in the following table.

Relevant Improvements Corresponding Dimension

Company ltem 2017 2018 2019 Organized the "Air Service Team Building Camp" to stimulate group
honors and the common good; used online teaching and instant | « Organizational Health
Number of participants 10,704 10,500 10,201 feedback to strengthen contact and mutual trust, and actively promoted | ¢ Corporate Culture
internal personnel to develop digital training materials to enhance | ¢ Job & Career
Participation rate 99.60% 99.20% 99.48% employees’ own value and to cultivate talents for the organization.
Number of participants 752 856 851 Strengthened message transmission (including strengthening the L
L . . . ¢ Organizational Health
communication function of mobile devices) to let the team members Corporate Culture
Participation rate 88.16% 92.84% 90.72% know the Company better and to bridge the distance between the team LeaZership

Note 1: The number of CAL participants refers to the number of people being members of CAEU in the year (including
employees in Taiwan); hourly-basis employees, interns, contracted employees, and executives higher than the rank
of vice president are not included.

Note 2: The number of Mandarin Airlines participants refers to the number of people being members of MDAEU in the
year (including employees in Taiwan below the rank of vice president (inclusive) and expatriate executives in
Mainland China); hourly-basis employees and contracted employees are not included.

Note 3: Tigerair Taiwan does not have a labor union currently.

Employee Engagement

CAL has established diversified and unobstructed communication channels to listen to
employees' suggestions attentively in line with its belief that employees are the Company's
most important asset. Through an employee satisfaction survey, CAL understood employees’
opinions of and needs for the Company and each unit, which served as a reference for CAL to
provide a stable work environment. This would further increase employees' work efficiency
and create a virtuous circle-based excellent corporate culture.

The employee satisfaction survey this year was held from April 10 through April 26,
2019. Conducted by an external consulting firm, the online anonymous questionnaire
survey covered six major dimensions, including Organizational Health, Corporate Culture,
Leadership, Job & Career, Working Environment, and Compensation and Benefits, with 3,732
valid questionnaires (effective response rate was 36.00%, of which 2,332 males accounted
for 62.49% and 1,400 females accounted for 37.51%). Among the survey results, the overall
recognition of Organizational Health obtained the highest score, followed by Working
Environment, Leadership, Compensation and Benefits, Job & Career, and Corporate Culture.

members and the colleagues at the Company / office.

Established schedule modules, incorporated the modules into the | « Working Environment
schedule system, and optimized the schedule. « Compensation and Benefits

* Job & Career

A total of 75 people participated in two career experience camps.
peopie particip nw xpert P * Working Environment

A total of 374 people participated in supervisor vitality camps,
employee interviewing skills sessions, and motivation lectures, helping
supervisors across different units build a consensus and improving
the leadership.

e Corporate Culture
« Leadership
* Job & Career

Offered creative thinking lectures to enhance employees' innovation (42 | « Corporate Culture
participants) e Job & Career

« Organizational Health
» Job & Career
* Working Environment

Organized four expert sharing sessions with 722 participants, to deepen
the understanding of other units to facilitate future cooperation.

Add two-way communication after technical symposium, affair
interchange meeting of chief pilots, and actively exchanged ideas and
communicated with employees, as well as identified problems and
assisted in solving the problems for them in the front line.

« Corporate Culture
* Leadership
* Working Environment

The management above the supervisory level has been required to | ¢ Organizational Health
inspect and observe front-line operations. If employees are found to be | « Corporate Culture
unreasonably treated by passengers, the leaders must come forward | « Leadership

to protect them. * Working Environment
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Labor Disputes

Background of Labor Disputes in 2019

CAL's Action / Clarification

The strike held by the Pilots Union Taoyuan in early 2019 came to an end within several days, when CAL and the Pilots Union Taoyuan agreed to sign a collective agreement after multiple
negotiations. CAL has fully disclosed details about the strike in the China Airlines 2018 Corporate Sustainability Report (2-2 Human Resources, page 84) and on the CAL website.

After the strike, CAL agreed to resume the collective agreement meetings in October 2019, in order to enhance interaction and communication with the union. Both sides reached consensus
at the first meeting, and were willing to quickly sign a comprehensive collective agreement based on the agreement reached during the strike.

2-2-5 Healthy and Safe Workplace FEZEEEREEIsEuet

In accordance with the Labor Standards Act, CAL has established an Occupational Safety and Health Committee. The Committee is tasked with the objectives 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 President acts as the chairperson.
One deputy chairperson and one executive secretary are appointed. Members consist of Level 1 managers, occupational health and safety employees, engineers, and medical personnel from the
designated divisions / departments as well as representatives appointed by labor unions. A meeting is held once every three months to review and analyze occupational incidents. All incidents
are followed up and reported to the management so that related health management solutions can be subsequently developed. In 2019, a total of 14 safety and health proposals were reviewed
and discussed, 12 of which have been closed and 2 is still ongoing. Meeting minutes were published on the EIP website; a total of 98 occupational safety reports were compiled, 98 of which were

improved and closed with an achievement rate of 100.00%.

Five Major Goals of CAL's Occupational Safety and Health Proportion of Labor Representatives in Occupational Health and Safety Committee of CAL Group in 2019 (Unit: %)
Comprehensive occupational safety and health Company Composition of Occupational Health and Safety Committee 2017 2018 2019
management system

Proportion of Labor Representatives in Taipei Branch 36.36 36.36 36.36
Reinforce the corporate safety culture and enhance
personnel's safety awareness Proportion of Labor Representatives in Taoyuan 38.45 38.46 36.53
CAL
Enforce risk mangement mechanism and effectively Proportion of Labor Representatives in Kaohsiung Branch 38.00 37.50 37.50
resolve threats
Proportion of Labor Representatives in EMO 34.78 34.78 34.78
Strengt.he!w L7 ] hea.lth ef:iu'catlon S RN Mandarin Airlines Proportion of Labor Representatives 33.33 33.33 33.33
reduce incidence of occupational injury
Tigerair Taiwan Proportion of Labor Representatives 38.46 38.46 38.46
Build a safe, healthy and comfortable working
environment Note : Labor representative proportion = (Occupational Health and Safety Committee labor representatives / Occupational Health and Safety Committee total
members) x 100%.
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Dual International Certification of
Occupational Health and Safety

To implement safety and health management more
efficiently, systematically, and in accordance with both
international trends and domestic and foreign standards,
CAL has established an independent safety and health
management system and enhanced risk controls in line
with international standards. On April 20, 2019, CAL
obtained 1S045001:2018 and TOSHMS certifications for
our safety and health management system, which adopts
the PDCA model. The intent is to control risks associated
with occupational hazards and occupational diseases;
improve implementation of occupational safety and health
management; and carry out the occupational safety policy,
thus providing employees with a safe, healthy, comfortable
work environment.

Implementing Risk Control over
Occupational Health and Safety
Management

In 2019, the disabling injury frequency rate (FR) was 2.97;
the disabling injury severity rate (SR) was 66; the absence
rate was 1.57%; and the frequency-severity indicator
(FSI) was 0.44. According to analysis, most occupational
hazard incidents were caused by unsafe employee
conduct. CAL's FR and SR were lower than the air transport
industry average (FR: 4.14, SR: 102) from 2016 to 2018.
In 2019, no student occupational hazard incidents in
industry-academia collaboration programs or summer
internship programs were reported at CAL workplaces;
There were three cases occurred to contracted agents in
2019, including two occupational incidents in the ground
operations at the Taoyuan International Airport. After the
Company investigated the improvement measures of the
contracted agents’' some of the occupational incidents, it
was found that two of them were crashes.

The contracted agents have been required to handle the
incidents in accordance with the Company's safety-related
operating regulations; a communication mechanism with
each other have been established; personnel involved
were asked to wear personal protective equipment as
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required; the incidents were announced to raise employees' awareness. There was one occupational incident occurring to
Dynasty Aerotech Int., which was a physical violence case. After investigation, the perpetrator has been fired, and the contractor
was asked to strengthen the management by wandering around to not only inspect the quality of the work but understand
their employees’ physical and psychological conditions and provide appropriate counseling to prevent similar incidents from
happening again.

Implementing Risk Controls to Reduce Occupational Hazards

Engineering &
Year Unit Taoyuan Maintenance Taipei Kaohsiung Taichung CAL
Organization
Number of annual disabling injuries 63 8 0 17 0 88
Absence days of annual disabling injuries 752 252 0 176 0 1180
2017 FR 4.36 1.52 0 14.74 0 4.07
SR 52 115 0 152 0 54
FSI 0.47 0.42 0 1.49 0 0.46
Number of annual disabling injuries 36 9 0 3 0 48
Absence days of annual disabling injuries 497 179 0 12 0 688
2018 FR 2.52 1.67 0 2.44 0 2.23
SR 34 33 0 9 0 32
FSI 0.29 0.23 0 0.14 0 0.26
Number of annual disabling injuries 43 12 0 7 0 62
Absence days of annual disabling injuries 1078 282 0 37 0 1397
2019 FR 3.12 2.32 0 5.85 0 2.97
SR 78 53 0 30 0 66
FSI 0.49 0.35 0 0.41 0 0.44
Note 1: Calculated at 8 hours per day per person Note 4: Frequency-Severity Indicator (FSI) = \/((FRxSR) / 1000)

Note 2: Disabling injury frequency rate(FR) = (Number of annual disabling The calculation is rounded to two decimal places.
injuries = Annual working hours) x 1,000,000 Note 5:

The number of annual disabling injuries includes the number of

2016-2018 averages in the air transport industry published by the

Ministry of Labor: FR = 4.14, SR = 102, and FS |= 0.65.

annual fatalities, permanent total disabilities, permanent partial )
B . Note 6: Continue to review the FSI to understand the operational performance
disabilities, and temporary total disabilities. ] ; ) )
of each unit's occupational disaster prevention and improve it.
The calculation is rounded to two decimal places. ) o
Note 7: TPE has established an occupational safety unit since 2013.

Note 3: Disabling injury severity rate(SR) = (Absence days of annual disabling Note 8
injuries + Annual working hours) x 1,000,000

This statistic does not include commuter traffic accidents.

The absence days of different types of disabling injuries are
calculated based on the online Occupational Hazard System.

The calculation is rounded to the nearest integer.



7\
b xmem

SUSTAINABILITY WE CARE
@)\

Contents

0 Preface

1 Sustainability Management
Overview

2 Value Creation
2-1 Trust
2-2 Human Resources
2-3 Cooperation
2-4 Environment
2-5 Society

3 Sustainability Governance

Appendix

Occupational Hazards Statistics of CAL Group in 2019

70

Engineering &
Male Female Total Taoyuan Maintenance Taipei Taichung Kaohsiung
Organization
Disabling Injury Frequency Rate 1.60 4.56 2.97 3.12 2.32 0.00 0.00 5.85
Disabling Injury Severity Rate 50 85 66 78 53 0 0 30
Occupational Disease Rate 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Absence Rate 0.66% 2.60% 1.57% 1.83% 0.68% 2.16% 0.00% 1.96%
Number of Incidents Resulting in Work-Related Fatalities 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Male Female Total Male Female Total
Disabling Injury Frequency Rate 0.00 1.04 0.54 Disabling Injury Frequency Rate 4.87 5.00 4.94
Disabling Injury Severity Rate 0 5 3 Disabling Injury Severity Rate 11 8 10
Occupational Disease Rate 0.00 0.00 0.00 Occupational Disease Rate 0.00 0.00 0.00
Absence Rate 0.66% 0.96% 0.81% Absence Rate 0.02% 0.01% 0.01%
Number of Incidents Resulting in Work-Related Fatalities 0.00 0.00 0.00 Number of Incidents Resulting in Work-Related Fatalities 0.00 0.00 0.00

Note 1: Disabling injury frequency rate(FR) = (Number of annual disabling injuries + Annual working hours) x 1,000,000
Note 2: Disabling injury severity rate(SR) = (Absence days of annual disabling injuries + Annual working hours) x 1,000,000

Future Plans

1. Recruitment

In 2020, CAL will continue to recruit flight crew members, promote industry-academia
collaboration programs, and employ more people with disabilities, in order to achieve our
commitment to corporate social responsibility.

2. Diversification

Over the past three years, CAL's female employees have accounted for 48.00% of the total
workforce. The 2020 target is also set at 48.00%. In terms of CAL's female managers, the proportion
has increased year by year over the past three years. In 2020, the target is set at 24.5%.

Note 3: Absence rate = (Absence days + Annual working days) x 100%
Note 4: Mandarin Airlines / Tigerair Taiwan only have one business location in Taiwan.

3. Employee Training

2019 marks CAL's 60th anniversary. In addition to strengthening company products and
services, CAL will continue to provide professional training that covers all fields of expertise
in 2020. Out of a desire to transmit our corporate culture and values, CAL will base our overall
employee training goals on Care, Communication, and Pass on experiences, and implement
training through Effective Management, Case Studies, and Follow-Up. In 2020, CAL plans
to organize a total of 13 training courses, including: General management skills training,
with employee care and communication, management seminars, and group cohesiveness;
professional training for instructors and human resources personnel; and general training
for all employees, including general aviation management, upward communication, and
career experience camps.
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4. Implementing Occupational Health and Safety Management System (ISO 45001) and Incorporating Occupational Safety and Health in
Corporate Culture

By establishing graded safety and health management practices, CAL expects to apply the concepts of occupational safety and health to work and enhance employees' skills to maintain these
concepts.

(1) Strengthening safety and health education and consolidating occupational safety and health concepts
CAL will promote safety and health education among all divisions. Each employee is required to take at least three hours of training courses every three years; trainings may be organized
for promoted and transferred supervisors if needed. Members of the Occupational Safety and Health Committee are required to take at least three hours of safety and health training courses
every three years; CAL will also share knowledge of safety and health and organize training courses required for new employees, transferred employees, safety and health managers, special
operators, and supervisors to perform work and prevent occupational hazards.

(2) Establishing graded safety and health management; enhancing safety and health officers’ knowledge
CAL will continue to implement occupational safety and health management. The hazard identification system will be set up to increase employees' participation. In addition, CAL regularly
organizes on-the-job trainings for safety and health officers at all levels, including workplace risk identification, risk classification, management plan creation, and procedures for identifying
occupational disasters, in order to guide divisions / departments to perform risk assessment and improvement.

(3) Enhancing the safety and health management system, and audits to reduce occurrence of occupational hazards

(4) Strengthening the spirit and principles of 1IS045001:2018 International Occupational Safety and Health Management System
CAL will incorporate 1S045001:2018 into CAL's existing o management framework. By identifying and assessing risks, all front-line divisions / departments are required to propose
management plans for high-risk items to the Occupational Safety & Health Department for review. CAL aims to set up appropriate safety and management infrastructure and training systems
to implement risk management in an effective way.
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2'3 Cooperation

Highlights

&

4™ Time annual supplier 1%t Time airline to conduct

conference sustainability audits
Taiwan's first airline to hold an annual Taiwan's first airline to perform
supplier conference for four consecutive sustainability audits.

years.

@ 2" Time received highest scores in supply chain
management criteria of DJSI

Granted the highest score in supply chain management criteria of DJSI for two
consecutive years.

Management Approach

P> Sustainable Supply Chain Management Policy

CAL's vision of "becoming the preferred airline in Taiwan" has firmly established it in Taiwan
and around the world. We are committed to the pursuit of sustainable development. We
understand that truly sustainable development and value can only be achieved through
collaboration with our business partners. Thus, we have formulated the sustainable supply
chain management policy, according to international standards and guidelines such as the
United Nations Global Compact (UNGC), International Labour Organization (ILO), and 1SO
26000:2010 Guidance on Social Responsibility. The sustainable supply chain management
policy is applicable to the suppliers and contractors of CAL and its subsidiaries and joint
ventures. Hence, we urge that the principles of sustainable development be implemented
as part of our overall supply chain management to jointly fulfill our corporate social

responsibility.
(=134 =]

CAL Sustainable Supply Chain Management Policy Statement E .


http://calec.china-airlines.com/csr/en/download/pages/sustainable_supply_chain_management_policy_statement.pdf
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> Commitment and Long-term Goals

e Commitment
To achieve supply chain sustainability, CAL has committed itself to the development and
continuous improvement in the three dimensions of governance, society, and the environment.

We are committed to:
1. Conducting risk and impact assessments to ensure supply chain sustainability and establish
fair, transparent mechanisms for supplier management.

2. Selecting economic and acceptable products and services by considering their environmental
and social effects.

3. Adhering to ethical business standards by eliminating leakages, vested interests, and corruption.

We require all suppliers and contractors to:
1. Strictly abide by local and international laws and regulations.

2. Implement quality control systems that ensure the quality and safety of products or
services provided.

3. Establish information security mechanisms that prevent the misuse of confidential and
sensitive information.

4, Comply with local and international human rights and labor standards, and not follow child
labor and discriminatory practices.

5. Provide a safe working environment and secure workplace over health and safety issues.

6. Discontinue forced labor and guarantee freedom of association as well as proper working
conditions and pay.

7. Reduce the negative impact of products and services on the environment and society in
accordance with sustainability-related regulations.

¢ Long-term Goals

2020 1. Maintain SAQ score at 85 points
2. Optimize risk management for sustainable supply chain, implement SAQ, and audit
30% of critical tier-1 suppliers by 2020

2025 1.Maintain SAQ score at 87 points
2. Expand the scope of supply chain management, implement SAQ audits, and audit
100% of critical tier-1 suppliers by 2025

2030 1. Maintain SAQ score at 89 points
2. Provide supply chain training, improve assistance mechanisms, and continuously
implement a SAQ

73

>-»> Unit in Charge

Corporate Sustainability Committee — Supply Chain Task Force (in charge of aviation supplies,
jet fuel, in-flight catering, and service procurement as well as general affairs)

>-> Management Mechanisms

e The meeting of Corporate Sustainability Committee, at least twice a year
* Supply Chain Task Force reports to Corporate Sustainability Committee, every quarter

> Objectives and Plans

2019
2020

Objectives

KPI
Objectives Performance Achievement

Held in Taipei on
December 24, 2019

Convene Annual

o )
Supplier Conference 100% | One session

One session

Response rate Response rate

t SA 92.8Y

Conduct SAQ at least 70% Response rate 65% 8% at least 70%
Critical Supplier SAQ 85 points 89 points 100% | 85 points
Score

Implement Two sessions to be

Procurement Staff Two sessions held in October and 100% | Two sessions
Training November respectively

P> Grievance Mechanisms

CAL's suppliers access information on grievance mechanisms through the QR code below.
Grievances will be handled by our dedicated personnel immediately.

>>-p> Supplier Grievance Mechanisms

¢ General Products: Administration Division — E-mail: tpeuo@china-airlines.com

e Aviation Parts: Engineering Division — E-mail: AOG_DESK@email.china-airlines.com

¢ E-shopping / Duty free: In-flight Service Supply Division —
E-mail: e-shopping@china-airlines.com

Stakeholder Contact


https://www.china-airlines.com/tw/en/about-us/stakeholder
mailto:tpeuo%40china-airlines.com?subject=
mailto:AOG_DESK%40email.china-airlines.com?subject=
mailto:e-shopping%40china-airlines.com?subject=
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2-3-1 CAL Value Chain EE=1

Compared with other industries, the aviation industry is unique in respect of safety concerns. As of 2019, the CAL Group had established 32 joint ventures extending across business sectors
including air transport, ground handling service, tourism, aerospace technology, air transport support, and logistics and warehousing. By integrating strengths from each component, the Group
expects to optimize its overall quality of service, competitiveness, and value chain.

@ Ground Handling Service
Aircraft Aircraft  Taoyuan International Airport Service Co., Ltd.

ﬁ Manufacturing Leasing * Taiwan Airport Service Co., Ltd.

Upstream « Dynasty Aerotech International Corp.
# 4 « Jardine Aviation Services Ltd

— Air Transport Support [ Logistics and Warehouse T Investment

—— ~ oo —=1| and Leasin
« Sabre Travel Network Taiwan Ltd. ITrm-l « Taiwan Air Cargo Terminal Ltd. uu |= Business Gsr]oup
« Everest Investment Holding Ltd. « Airport Cargo Terminal (Xiamen) Co., Ltd.

« China Pacific Laundry Services Ltd. « Airport Cargo Service (Xiamen) Co., Ltd. + CAL-Dynasty International
« Delica International Company « Global Sky Express Co., Ltd. + Dynasty Properties
« China Pacific Catering Services « Chung Hwa Express Co., Ltd. * CAL Park

« Kaohsiung Airport Catering Services « Eastern United International Logistics (Holdings) Ltd. * CAL-Asia Investment Inc.

T

@ Aerospace Technology

« China Aircraft Services Limited

« Taiwan Airport Service (Samoa)

0 Airlines
& « Mandarin Airlines
« Tigerair Taiwan » NORDAM Asia Limited

Tourism and Leisure « Taikoo (Xiamen) Landing Gear Services Co., Ltd.

A
 CAL Hotel Co., Ltd.
H—®

« Dynasty Hotel of Hawaii, Inc.
i « YesTrip Co., Ltd.

« Taiwan Aircraft Maintenance and Engineering Co., Ltd.
Customer « HAECO Composite Structures (Jinjiang) Co., Ltd.

Downstream « Dynasty Holidays, Inc.

2-3-2 Sustainable Supply Chain Management EEEEEEUERTE

CAL has implemented sustainable supply chain management since 2014 and later established the Supply Chain Task Force to be in charge of sustainable supply chain management
covering aviation supplies, jet fuel, in-flight catering, and service procurement as well as general affairs. In addition to setting the long-term sustainable development goals in
accordance with the UN's Sustainable Development Goals (SDGs), CAL has formulated the "Sustainable Supply Chain Management Policy Statement" and "Supplier Code of Conduct” in
accordance with international standards, including the Global Reporting Initiative (GRI), ISO 26000, United Nations Global Compact (UNGC), and International Labour Organization (ILO).
The sustainable supply chain management measures include risk review mechanisms, audits, and supplier conferences that facilitate negotiations with suppliers. These measures s lier code
are reported to the Corporate Sustainability Committee for review every quarter. of Conduct



http://calec.china-airlines.com/csr/en/download/pages/sustainable_supply_chain_management_policy_statement.pdf
http://calec.china-airlines.com/CMS/procurement/0328.pdf
http://calec.china-airlines.com/CMS/procurement/0328.pdf
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Material Procurement Types

Aviation Materials

(Aircraft Parts)

Aviation Fuel

In-Flight Catering

Ground Handling Service @)
(Airport Manpower)

Category (Fuel Required (In-Flight Meals Offered to
for Flight) Offered to Passengers) T T
Description Aviation materials are keys to Fuel is vital for flight and its cost of In-flight catering stands as one of CAL's CAL provides excellent airport services, and
flight safety. Therefore, aviation procurement forms one contributor crucial quality services. CAL provides improves passengers' satisfaction throughout
materials must have certificates of to operating costs. passengers with a complete in-flight the journey with the help of its ground staff
qualification, and their airworthiness experience based on the needs of long- and agents.
must be confirmed by related units. haul and short-haul passengers and
/ divisions / departments. nationality requirements.
Critical Irreplaceable suppliers and yearly Irreplaceable suppliers or the Suppliers offer long-haul service. Irreplaceable suppliers, exclusive ground
supplier's accumulated procurement amount procurement amount is accounted (including the China Pacific Catering handling agent which is not affiliated with airlines,
definition is over certain percentage. for over certain jet fuel cost in Services at Taipei Station) and yearly flights handling by the suppliers are

whole year.

accounted for over certain total flights of CAL.
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General Products

(Goods Required for
Overall Operations)

General products refer to
basic supplies required for
business operations to improve
operational efficiency and
quality.

Irreplaceable suppliers or
yearly accumulated
procurement amount is over
certain number.

2-1 Trust

2-2 Human Resources
2-3 Cooperation

2-4 Environment

2-5 Society
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Note: Material procurement types are defined by the volume of procurement.

2019 Achievements

1. Performance of Supply Chain Sustainability

Green Procurement

In recent years, CAL has provided lightweight portable earphones, eco-friendly head cushion
and pillow cases, and lightweight trolleys and tableware on board to reduce fuel consumption
and carbon emissions. To reduce the use of raw material for plasticizers, we have also
supplied environment-friendly paper towels and magazines printed on FSC-certified paper. In
addition, CAL also prioritizes the use of local ingredients to reduce the carbon footprint of food
ingredients during transport. The green procurement in 2019 was higher by 22.2% over that of
2018. CAL will continue to promote green procurement in the future.

Green Procurement (Unit: TWD thousand)

20,000 19,258

15,760
15,000 13,385
11,730
10,000
5,000
0

2016 2017 2018 2019

Note 1: Green procurement includes Category |, Category Il and Category Ill eco-products specified in the "Regulations for
Priority Procurement of Eco-Products (January 15, 2001)."

Note 2: For consistency, the amount of green purchases in 2018 was revised from 27,598 to 15,760.

Local Procurement

CAL is committed to fulfilling its corporate social responsibility by fostering the development of
related industries in Taiwan. Except for certain aviation equipment, parts, and operations that
are subject to international standards, CAL has managed to source from local suppliers (Taiwan,
Penghu, Kinmen, and Matsu) to promote local economy. As a result of the concentrated procurement
strategy, the amount of local procurement in 2019 increased by 40% over 2018. In the future, CAL
will continue to contribute to local economic development by promoting local procurement.

Amount of Local Procurement

(TWD 10 thousand) (%)
120,000 100%
103,680 83%
100,000 96,643
Loo, 75%
80,000
60,000 50%
40,000
25%
20.000
6,406
0 s 0%

2016 2017 2018 2019

Il Amount - %



7\
b x@mzm
() ) SUSTAINABILITY WE CARE

Contents

0 Preface

1 Sustainability Management
Overview

2 Value Creation
2-1 Trust
2-2 Human Resources
2-3 Cooperation
2-4 Environment
2-5 Society

3 Sustainability Governance

Appendix

Number of Local Suppliers

(Number) (%)
600 100%
B— BB — 8 —1&

580 95% 96% 97% 97%

560 75%
542

540

520 515 50%

500

480 L 476 25%

0 0%

2016 2017 2018 2019

I Number - %

Note 1: Statistics include the Administration Division and the maintenance
park; the fleet conducts procurement independently, while the In-
flight Supply Chain & Marketing Division and the Ground Services
Division are not included.

Note 2: Aircraft parts are not included. They are subject to special certification.

2. Risk Assessment of Supply Chain
Sustainability

To strictly control supply chain sustainability risks, since
2015, CAL has conducted a survey for supply chain
sustainability risk and formulated its SAQ based on
international initiatives and evaluations such as the GRI
Standards, ILO, UNGC, Dow Jones Sustainability Index
(DJSI), CDP, and the Universal Declaration of Human
Rights. To improve the accuracy of the results of the
SAQ, CAL established the mechanism of supply chain
management, including defining the definition of critical
suppliers’ definition, conducting sustainability risk survey,
set up the audit plan, and improvement assistance. CAL
has referred the survey result of SAQ and feedback on
assessed suppliers to adjust SAQ in order to control the
risk of supply chain sustainability and enhance sustainable
competitiveness. To strengthen the supply chain
management, CAL reorganized the internal management
cycle in 2019. Instead of reviewing the improvements at
the beginning of the year, CAL identified supplier risks at
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the beginning of the year, conducted due diligence in the middle of the year, and reviewed the improvements at the end of the
year. Supplier training was also organized to fully control suppliers with high risks, and on-site audits were conducted further
to reduce supply chain sustainability risks.

In 2019, CAL conducted the SAQ with 72 suppliers, accounting for 87.56% of the total procurement amount of all tier-1 suppliers, and
received 65.27% of responses. An analysis shows that the average score of the suppliers was 88.88, and there was no supplier with
high risk. The average scores in governance, society, and general dimensions were above 85, respectively, showing that most of the
suppliers incorporated the concept of sustainability into their management mechanisms. The average score in the environmental
dimension was under 85 in 2019. CAL will invest more resources in improving the environmental performance of its suppliers.

In 2019 for the implementation of china airlines sustainable supply chain management system for the third year, in addition to
exerting its own influence to build the sustainable development of the supply chain, China Airlines has continued to optimize
this management system, for high-risk supplier identification mechanism to review and adjust, China Airlines also continued to
hold annual supplier conference, through two-way communication channels to widely access suppliers' views, By enhancing the
concept of supplier sustainability, we can minimize the number of high-risk suppliers and grow with our supplier partners.

Note: “Governance” includes ethics and regulatory compliance. “Environment” refers to environmental protection. “Society” includes human rights and labor
conditions, and occupational safety and health. “General” includes quality and safety and information security.

Procedures of Identifying Risk of Supply Chain Sustainability

i i (Unit: Score)
1 Send the Questionnaire ‘ 100.00
96.00 95.33 94.98

<
2 Analyze Questionnaire Responses
92.00
<
88.00 86.08
3 Notify Risk Results ‘
84.00

2019 Risk Survey of Supply Chain Sustainability

= 80,00 79.62
4 On-site Audit ‘ '

- ~
5 Track and Make Improvements ‘ 0

Governance Environmental Society General

Overall Performance of Supply Chain Sustainability
¢ |In 2019, the score of supply chain sustainability risk assessment was 88.88.

e Governance : Generally, critical suppliers had internal management mechanisms in place to ensure compliance with ethical
practices.

e Environment : CAL continued to urge the suppliers toconsider environmental impacts caused by their business operations
and adopt mitigative measures.

e Society : About 90% of the suppliers had control over work conditions and human rights in place; 80% of the suppliers had the
occupational safety and health management system in place, of which 8 obtained external certification for their management systems.

e General : CAL constantly keeps urging and training the suppliers in quality management and information security systems and
regularly reviewed if the systems were in place.



7\
b xmem

()\) SUSTAINABILITY WE CARE

Contents

0 Preface

1 Sustainability Management
Overview

2 Value Creation
2-1 Trust
2-2 Human Resources
2-3 Cooperation
2-4 Environment
2-5 Society

3 Sustainability Governance

Appendix

Improvements to Be Made

¢ Environment : Most of the suppliers neither had basic
environmental management policies or measures nor set up greenhouse gas inventory
or carbon reduction mechanism or had specific management approaches for reduction in
energy / resource consumption. In the future, CAL will continuously improve the suppliers'
awareness of environmental protection through training, conduct audits of high-risk
suppliers, and offer guidance on environmental protection.

Society : Most suppliers had neither control over human rights and work conditions

nor occupational safety and health management systems in place. In terms of freedom
of association, some suppliers did not perform well and were asked to take corrective
measures.

e General : Some suppliers did not have specific information security management policies and
guidelines. CAL will continue to provide guidance and urge them to take corrective measures.

* Governance : Irrespective of risks, CAL will pursue with the suppliers to strengthen their
governance in the future.

Improvement Action

CAL will continuously assess the risks to its suppliers using SAQ in order to review the
performance of supply chain sustainability and identify suppliers with high risk. Based on the
existing audit system, CAL will seek to understand the suppliers' real problems and provide
guidance and urge them to take corrective measures; in addition, CAL will keep communicating
on sustainable development and train them to enhance supply chain sustainability.

3. Assisting Suppliers Reduce Risks

Convene Annual Supplier Conference

In light of schedule of sustainable supply chain management, CAL convened the fourth
supplier conference on December 24, 2019, in which a total of 34 domestic suppliers
(46 partners) participated. CAL invited international experts in sustainability to share
international trends in sustainable development and supply chain management; CAL also
elaborated on its sustainable supply chain management practices and approaches in 2019
based on SGDs and its vision and strategies for sustainable development and on its future
goals and plans for supply chain sustainability. Thus, CAL intends to identify the suppliers
with the value of sustainable development. To improve the environmental performance of the
suppliers, CAL explained the risks identified in the sustainable supply chain risk assessment
and provided hands-on training to the suppliers in proper introduction of the concept of
sustainable development in their business operations.

Sustainability Training

CAL has periodically provided sustainability training to enhance the procurement personnel's
knowledge of supply chain sustainability. In 2019, the procurement personnel attended
training on supply chain sustainability to better understand international standards,
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trends, and operations of supply chain management as well as CAL's approach to future
sustainable supply chain management. To strengthen the existing environmental practices
and compliance of suppliers, CAL also trained the suppliers in identifying environmental
regulations and implement energy conservation and carbon reduction to increase the
suppliers' and affiliates' awareness of environmental sustainability.

Future Plans

1. Continuously implement and strengthen sustainable supply chain
management mechanisms

In addition to conducting SAQ on annual basis, CAL has planned to complete the audit of 30%
of the critical tier-1 suppliers by 2020 and 100% of critical tier-1 suppliers by 2025 for a more
accurate picture of the risks of its critical tier-1 suppliers through on-site audit and document
review.

2. Providing sustainability training for the procurement personnel

CAL will request the procurement personnel to attend two external training courses / seminars
on supply chain sustainability to enhance their knowledge of supply chain sustainability.

3. Convening annual supplier conferences

CAL will continue to convene the supplier conference every year to communicate to its
suppliers about sustainable development in terms of environment, society, and corporate
governance. In 2020, the focus of the supplier conferences will be the suppliers' corporate
governance.
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2'4 Environment

Highlights

N\

4" Time selected in DJSI, and got highest scores in
environmental policies, management systems, and climate
strategies in 2019

Four consecutive times selected in DJSI emerging markets index and got highest score
in environmental policies, management systems, and climate strategies of DJSIin 2019.

~\|_ A-CDPSER
N Leadership Level

Ranked Leadership (A-) in CDP Supplier Awarded the Climate Leadership Award for six
Engagement Rating 2019.

6™ Time in TCSA
Climate Leadership Award

consecutive years since 2014.

TCFD

One and Only Taiwanese airline that has the
translation of the TCFD into traditional Chinese

The only airline in Taiwan that has been invited to sign the TCFD initiative and
participate in translation into traditional Chinese version while supporting a
number of industrial and governmental promotion events in 2019.

Benchmark recognition of energy conservation

Won the silver award in Energy Conservation Benchmark Awards awarded
by the Ministry of Economic Affairs, the Taipei Energy Conservation
Leadership Awards, the first place in the Taiwan Taoyuan International
Airport Energy Conservation and Carbon Reduction Evaluation, and a Water
Conservation Improvement Competition excellence award, given by the
Ministry of Economic Affairs.

[/

2" Time recognized by Taipei Golden
Eagle Micro-Movie Festival

Recognized by the Annual Taipei Golden Eagle Micro-Movie Festival
for the second time with its "Fly to ECO," including four awards, E E,
namely "Best Environmental Resources," "Excellent Shooting
Ideas,” "Excellent Social Inclusion,” and "Excellent Management". E e

Fly to ECO



https://www.youtube.com/watch?v=lCBYhGieB30
https://www.youtube.com/watch?v=lCBYhGieB30

7\
b x@mzm
()\) SUSTAINABILITY WE CARE

Contents

0 Preface

1 Sustainability Management
Overview

2 Value Creation
2-1 Trust
2-2 Human Resources
2-3 Cooperation
2-4 Environment
2-5 Society

3 Sustainability Governance

Appendix

Management Approach

> Importance of Material Issues

Extreme weather events, changes in consumer awareness, and increased global awareness of air pollution, waste, and noise derived from climate change continue to challenge the operating
environment of the aviation industry. As a leading airline in Taiwan, China Airlines is committed to providing passengers with high-quality products and services while fulfilling its commitment to
environmental protection.

> Commitment and Long-term Goals

e Commitment
CAL is committed to abiding by relevant regulations in civil aviation, environmental protection, and energy strengthen risk management mechanisms, actively participating in environmental
sustainability-related organizations and initiatives both domestically and abroad. CAL continues to strengthen and optimize its own environmental sustainability as its momentum, reducing
environmental impact, and cherishing the limited resources on the planet. With its own role, CAL will lead the aviation industry to jointly protect our planet for our future generations.

¢ Long-term Goals

2020 1.

. Reducing carbon emissions (ground operations) by 38% compared with 2009

N N

(8]

2025 1.

. Reducing carbon emissions (ground operations) by 40.43% compared with 2009

2030 1.

. Reducing carbon emissions (ground operations) by 42.34% compared with 2009

Improving annual aviation fuel efficiency by 1.5%

. Implementing TCFD

. Reducing the amount of general waste (ground operations) produced by 2% compared with 2018, achieving a

recycling rate of industrial waste of 40%, and reducing paper consumption by 5%

.Reducing water consumption (ground operations) by 1.5% compared with 2018

. Embargoing transport of endangered species and prohibiting use of illegal species as food ingredients

Improving annual aviation fuel efficiency by 1.5% and achieving carbon-neutral growth (CORSIA CNG2020)

. Reducing the amount of general waste (ground operations) produced by 7% compared with 2018 and achieving

a recycling rate of industrial waste of 45%, and reducing paper consumption by 10%

. Reducing water consumption (ground operations) by 5% compared with 2018

5. Embargoing transport of endangered species and prohibiting use of illegal species as food ingredients

Improving annual aviation fuel efficiency by 1.5% and achieving carbon neutral growth (CORSIA CNG2020)

. Reducing the amount of general waste (ground operations) produced by 12% compared with 2018 and achieving

a recycling rate of industrial waste of 50%, and reducing paper consumption by 15%

. Reducing water consumption (ground operations) by 7% compared with 2018

. Embargoing transport of endangered species and prohibiting use of illegal species as food ingredients
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-2 Unit in Charge

Corporate Sustainability Committee — Environmental Task
Force (Corporate Environmental Committee)

> Management Mechanisms

e The Board of Directors and the Risk Management
Committee convene a meeting every quarter.

» The Corporate Sustainability Committee convenes a
meeting at least twice every year.

e The Corporate Environmental Committee convenes a
meeting every quarter on a regular basis.

¢ CAL conducts the third party audit and verification on ISO
14001, 1ISO 50001, and ISO 14064-1 audit and verification
every year.

e CAL responds to DJSI and CDP on a regular basis.

s> Grievance Mechanism

CSR — E-Mail: csr@china-airlines.com

Stakeholder Contact


mailto:csr%40china-airlines.com?subject=
https://www.china-airlines.com/tw/en/about-us/stakeholder
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2019
Task 2020 Objectives
Objectives Performance Achievement
Updated the energy management system and .
. . Implemented transition to ISO 50001:2018 and updated relevant SOP 100%
obtained IS0 50001:2018 certificate P " up v °
 Optimizing energy and resource information
. * Optimizing the mechanism for managing the mana tf tstati
Optimizin . ) . ) ) gement for outstations
P 9 environmental risk assessment for outstations Completed the environmental risk and opportunity assessment for outstations o o )
Corporate ) i « Responded to DJSI, CDP, and customers on environmental issues 100% | ° Continuing to getting involved external evaluation and
Environment ) Prorpc?tlng crcl)ss-lntiust.ry exchange and « Completed six external evaluations policy engagement
and Energy participating in evaluations « Implementing 69 action plans for environment
Management and energy management
Implementing corporate environmental
management and launching 70 environmental Completed 72 environmental protection and energy conservation action plans 102%
protection and energy conservation action plans
Improving fuel efficiency to 0.2147 ton / 1,000 . - « Improving fuel efficiency to 0.2114 ton / 1,000 RTK
Achieved fuel eff f 0.2459 ton / 1,000 RTK 85.5% ) . .
RTK (0.2349) chieved iuet eticiency o on Tl Reducing Scope 1 GHG emissions in ground
operations by 4,745 tons of COye
Target for ground operations scope 1 GHG : _— . . !
Consolidating get 49542 t pCO P Actual ground operations scope 1 GHG emissions 4,981 tons CO5e 90.3% | * Reducing Scope 2 GHG emissions in ground
Climate Risk emission 4, ons L4ze operations by17,308 tons of CO,e
Management T ; » Formulating disclosure and communication
arget for ground operations scope 2 GHG . . 9
and Carbon emission 18,170 tons COze Actual ground operations scope 2 GHG emissions 18,169 tons COze 100% procedures for TCFD
Reduction * Promoting CORSIA and EU ETS compliance
Building capacity for TCFD « Completed the climate opportunity and impact assessment « Implementing SO 14064-1:2018 transition
Promotin CORSyIA and EU ETS compliance * Completed the EU ETS emission monitoring report and formulated the MRV 100% | « Promoting carbon reduction label for
g P mechanism under CORSIA domestic flights
) * Establishing a corporate environmental risk « Constructing the first stage of environmental
Improving management mechanism management mechanism for value chain
Capacity for ) « Completed the annual "value chain environmental risk" assessment . . .
. « Strengthening knowledge of corporate . . « Setting goals for value chain environmental
Value Chain . « Organized two corporate environmental management workshops 100%
i environmental management . . . ) - ; management
Environmental « Organized value chain environmental risk communication meetings
Management * Planning and implementing supply-chain * Organizing value chain environmental
environmental management management training programs and meetings
« Organized three sessions of environmental and energy management training * Organizing corpgréte environmental and energy-
« Organizing three sessions of environmental « Organized environmental seminars, and quizzes and surveys of environmental management training
Strengthening and energy management training education for all employees « Organizing annual environmental training and
Awareness and « Organizing annual training program on « Supported a energy conservation demonstration organized by the Ministry of satisfaction survey for all employees
Brand Image environmental protection Economic Affairs 100% | ° Continuing to encourage employee for environmental

of Corporate
Environmental
Protection

« Planning and implementing customer
communication of environmental protection

 Joining and implementing environmental
protection initiatives

« Supported three environmental experience-sharing meetings organized by
external associations / foundations

« Published environmental news and articles in the in-flight magazine
* Broad casted eco-friendly videos on board
« Shared and post corporate environmental updates on Facebook

proposal

* Promoting diversified channels of customer
communication of environmental protection

« Joining and implementing environmental protection
initiatives
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() ) SUSTAINABILITY WE CARE Item Unit Emissions / Consumption / Generated Amount Saved / Recycled Percentage of Savings / Recycling (%)
Scope 1 GHG Emissions Tons COye 7,064,064 - -
Contents Scope 2 GHG Emissions Tons COze 18,169 - -
Scope 3 GHG Emissions Tons COye 1,607,690 - -
0 Preface
Passenger Aircraft Ton 58.95 - -
1 Sustainability Management Air Pollutants (SOx)
Overview Freight Aircraft Ton 13.09 - -
2 Value Creation . Passenger Aircraft Ton 614.49 - -
Air Pollutants (NOx)
2-1 Trust Freight Aircraft Ton 136.48 - -
2-2 Human Resources
2-3 Cooperation Aviation Fuel (Non-Renewable Energy) Ton 2,230,971 - -
2-4 Environment Renewable Power (Solar Photovoltaic) MWh 90 - -
2-5 Society
Electricity MWh 34,088 - -
3 Sustainability Governance
Elevator Power Regeneration KWh - 1,423 -
Appendix
Water Resources Thousand tons 146.49 17.41 11.88%
Wastewater (Organic & Heavy Metals) Ton 21,258 2,068 9.73%
Cabin Waste Kg 4,168,857 1,116,396 26,78%
Ground Waste (Excluding Hazardous Industrial Waste) Kg 935,984 434,648 45.52%

2-4-1 Governance of Environmental Sustainability

Improving the Policy and Structure of Environmental Governance

CAL has established the environmental and energy management principles (compliance with environmental laws and regulations, resource conservation, improvement in eco-efficiency, and

fulfillment of corporate social responsibility) and the environmental and energy policy according to the China Airlines Corporate Social Responsibility and Sustainable Development Best Practice
Principles promulgated by the Board of Directors; in addition, CAL has integrated UN's SDGs into its instructional strategies to align future business operations with the sustainable development
concepts of environmental friendliness, low-carbon emissions, and energy conservation for a better future.



https://calec.china-airlines.com/csr/en/download/pages/environmental_and_energy_statement_policies_statement.pdf
https://calec.china-airlines.com/csr/en/download/pages/environmental_and_energy_statement_policies_statement.pdf
http://calec.china-airlines.com/csr/en/download/pages/sustainable_development_best_practice_principles.pdf
http://calec.china-airlines.com/csr/en/download/pages/sustainable_development_best_practice_principles.pdf
https://www.un.org/sustainabledevelopment/sustainable-development-goals/
https://calec.china/download/pages/environmental_and_energy_statement_policies_statement.pdf

https://calec.china/download/pages/environmental_and_energy_statement_policies_statement.pdf
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CAL was the first Taiwanese airline to establish the Corporate Environmental Committee in 2011. The President represents the top management, and the Corporate Safety Office acts as the executive
secretary. Five environmental management committees were established under the Corporate Environmental Committee to take charge of environmental, energy, and climate risk and opportunity
management pertaining to in-flight service, maintenance, and cargo operations as well as the administration and operation of the headquarters and branches based on the risk management system
established in line with the international standards. The Corporate Environmental Committee coordinates and integrates countermeasures and resources for environmental, energy, and climate
risks and opportunities in the management meetings held every quarter and reports key resolutions to the Board of Directors in routine meetings of the Board and its committees. For specific
issues, functional task forces, including the Carbon Management Task Force, the Sustainable Aviation / Alternative Fuels Task Force, and the TCFD Task Force (Note), have also been set up for cross-
departmental cooperation and flexible deployment of resources.

Overall, CAL has built a sound corporate environment and energy management model in the aspects of policy, organization and management system based on international trends and risk management
practices. From a life cycle perspective, CAL takes into account the context of the organization, internal / external issues, and needs and expectations of stakeholders and manages environmental,
energy, and climate risks and opportunities appropriately to ensure that the environmental sustainability policy is implemented. In the future, CAL will introduce TCFD step by step to strengthen
environmental governance. For more information, please refer to Environmental Governance - China Airlines Corporate Sustainability Site.

Note: TCFD refers to Task Force on Climate-related Financial Disclosures.

CAL Environmental Management Operation Logics
Board of Directors

Identification of
Material Issues

Management

Setting of Management or
Planning and Implement- « Enhancement of Organizational Value Chain
ationof Action Plans Function

e Performance Review Review
* Risk Management

Disclosure and Reportin
» Stakeholder Communication and

Internal
Considerations

Engagement Monitoring « Setting of Short-, Med- and Long-
« International and Cross-industry and Verification Term Objectives
Exchange

* Improving Management Quality Business

Organization

External
Considerations « External Evaluation and -
Feedback

Operation / Business Unit

Quality Management System ‘ Environmental / Energy Management System ‘



http://calec.china-airlines.com/csr/en/environment/manage-policy.html
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Corporate Environmental Committee Organization

Corporate Environmental Committee

Scope of Risk Management

Engineering and Maintenance Organization (EMO) k
Environmental Management Committee

Top Management (President)

A

0 CAL Park Environmental Management Committee —4

A

Executive Secretary | ECO Service Environmental Management Committee ——14
‘D 4 D‘ Cargo Service (CGO) N .
k k k —0O Environmental Management Committee
Carb i
arbon Sl.Jst.alnable TCFD
Management Aviation Fuel Task For k
Task Force Task Force askroree Kaohsiung Branch (KHH)

—0 —a

Carbon Management Task Force Organization

Environmental Management Committee

Carbon Management Task Force ‘

Control environmental risks in operation of
aircrafts and engines maintenance.

Control environmental risks in office and
administration

Control environmental risks in in-flight service

Control environmental risks in cargo operations

Control environmental risks in office and
administration

Corporate Safety Office

A

Conduct Monitoring, Reporting, Verification
(MRV) operations in accordance with ICAO,
CORSIA, and EU ETS and keep up to date on
international carbon reduction developments
and regulations.

Emissions Management

Finance Division

Cargo Sales, Marketing

Passenger Sales &
& Services Division

Marketing Division

b
A

Carbon Trading Fuel-Efficient Operations
Conduct carbon credit management in

accordance with ICAO CORSIA and EU ETS, and
carry out research and trading of carbon credit

purchase / offsetting.

Improve fuel efficiency through aircraft fuel-
savings, dispatching and route planning, etc.

[} [ ]
Flight Operations Corporate
Division

A

Business Strategy

purchase of new fuel-efficient aircraft.

Development Office

83

A

Plan global routes and flights and study the
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Sustainable Aviation / Alternative Fuels Task Force Organization

Sustainable Aviation / Alternative Fuels Task Force ‘

Engineering Maintenance

Corporate

System Operation

Finance Division

Corporate Safety Office Flight Operations Division

Organization (EMO) Control Division

Development Office

A

¢ Establish channels of communication and cooperation e Analyze policies and trends of technological
with equipment and fuel suppliers development at home and abroad

Technical Analysis k Partnership Engagement Strategy Development

* Analyze financial impact and technical feasibility

* Monitor and review operation performance

« Establish strategic partnership e Plan development strategies

Note: Established in April 2017, the Sustainable Aviation / Alternative Fuels Task Force is responsible for discussing laws and regulations, airworthiness of aircraft, technology, and procedures for supporting ground handling agencies, as well as developing
corresponding strategies

Implementing Environmental and Energy Management Systems

CAL has introduced many international standard management systems since 2009 to establish a sound corporate environmental management mechanisms covering GHG, environmental
management, and energy management. In addition, to fully integrate the benchmarking conceptualization for sustainable development of international enterprises, CAL has continued to introduce
the life cycle perspective since 2017 to fully understand the context of corporate, take stakeholders' concern into account and strengthen the identification and operational control of various
environmental impacts and energy use.

Standards for CAL's Environmental Management Systems

ISO 14064-1
Standard Greenhouse Gas Inventory
Requirements

1SO 14001 1SO 50001
Environmental Management System | Energy Management System

Time of Introduction 2009 (Note1) 2012 (Note?) 2013 (Note3)

Note 1: CAL introduced ISO 14064-1: 2006 in 2009 and will complete the ISO
14064-1:2018 transition by 2020.

. « Flight Operations Management Note 2: CAL introduced I1SO 14001:2004 in 2012 and has completed the I1SO
* Cargo Service 14001:2015 transition in 2017.

* Passenger Service Note 3: CAL introduced 150 50001:2018 in 2013 and has completed the IS0
50001:2018 transition in 2019.

¢ Global Aviation Fuel

e Ground Operations in Taiwan,
Scope including CAL Park, EMO, Taipei
Branch , Songshan Branch, and
Kaohsiung Branch

e Aircraft / Engine Maintenance ) ) )
. . e Aircraft / Engine Maintenance
¢ Flight Operations Management
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Implementing Environmental and Energy Management Principles and Policies

Environmental and |
Energy Principle

Environmental and
Energy Policy

Strategy

Action Plan

China Airlines Corporate Social Responsibility and Sustainable Development Best Practice Principles

Compliance with

Environmental Laws and

Regulations

Conserving the
Earth's Resource

Improving Eco-efficiency

Fulfilling Corporate Social Responsibility

N

w

Enforcing compliance
obligations to fulfill the
company'’s responsibilities
in environmental protection
and energy conservation

. Keep abreast of the

domestic and international
trends and promote the

channels and platforms of
stakeholders' engagement

. Participate in international

cooperation and keep up
with major issues

. Improve management /

monitoring mechanisms

=

b

Establishing environmental

and energy management
systems, including

performance indicators,

to verify compliance with
established policies

. Improve the quality of the

environmental and energy
management system

Plan and implement
environmental performance
and carbon reduction
objectives

N

Promoting environmental
and energy conservation
education to foster
employees’ eco-awareness

. Create diverse channels of

communication

Establish incentive plans to
encourage employees to
achieve and promote
environmental protection

Implementing green supply
chain management to raise

overall eco-efficiency

1. Establish a supply chain
risk assessment and
management system

2. Build corporate capacity

for environmental and energy

management

N

Creating a low-carbon
operating environment
to establish continual
improvement of
environmental protection
and energy efficiency

. Optimize equipment

efficiency

. Introduced low-carbon

and renewable energy-
based facilities

Supporting green design

and procurement to promote

S

sustainable development

. Improve the awareness of

environmental protection
and energy conservation

Promote green procurement
and consumption

N

w

~

. Regularly check statutory

requirements and
commitments

. Participate in domestic

and international meetings
at industry and government
levels to keep up with
regulatory trends

. Implement management

system compliance audits

. Respond to the international

benchmark ratings
such as DJSI, CDP and
other public and private
sector recognitions and
competitions.

=

N

¢

&

ol

o

. Keep abreast of ISO

standards and improve the
environmental management
system

. Improve the risk assessment

and management mechanisms
for environmental protection,
energy, and carbon emissions

Establish objectives and
improve performance for
energy conservation and
carbon reduction and
environmental protection

Implement internal audit
and management review
mechanisms and implement
third-party certification

Establish a climate-related
financial disclosures (TCFD)
mechanisms

Establish an environmental
management information
system to keep track of
environmental performance

=

&

~

il

. Implement company-wide

environmental protection
and energy conservation
training

Provide necessary training
to ensure the competence of
person(s) who may affect the
environmental and energy
performance

Organize an annual seminar
and contest on environmental
protection

. Establish a knowledge-

based platform to promote
environmental protection
and energy conservation
from time to time

Establish a proposal
incentive mechanism

1. Train seeds of environmental

protection among CAL and
its key suppliers

2. Organize energy conservation
and environmental protection

training for the value chain
3. Conduct supply chain risk
assessments

4. Conduct the contractor /
supplier conference
and regular meetings to

communicate the sustainable

and environmental
requirements of CAL

N

. Check and optimize energy

equipment and management
measures

. Keep abreast of technology

and regulatory trends and
introduce renewable energy
equipment in a timely
manner

(o

o

&

cl

. Incorporate Environmental

Management System (EMS)
to service processes and
enhance personnel training

Choose the energy
conservation products

as our priority for green
purchasing

Establish and promote ECO
TRAVEL Carbon Offsetting
Program

Provide environmentally-
friendly in-flight supplies
and sell environmentally-
friendly duty-free products
Promote green consumption
through diverse channels
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Material Environmental
Risk Topic

—_

. Aviation carbon emission
management

Increasingly strict international carbon emissions
regulations will increase the Company's operational
costs

Opportunity

Keep abreast of and properly manage the development
trend in carbon rights to increase revenue

Management Method

Actively participate in international conferences to keep abreast
of latest developments; strengthen the management system
and the carbon management team'’s response capabilities

2. Climate change adaptation

Increasing frequency of extreme weather events will
impact the Company's daily operations

Proper response will strengthen corporate resilience
and reputation

Continue to improve the Company's ability to predict and
respond to climate change, as detailed in 2-4-2 Climate Change
Mitigation and Adaptation

3. Aircraft energy efficiency
improvement

Accelerate the introduction of new generation energy-
efficient aircraft and fuel-saving technologies which
will increase operational costs

Improve aircraft fuel efficiency while reducing fuel
consumption and carbon emissions, which will reduce
operational costs

Replace aircraft, introduce fuel-saving technologies / sustainable
fuels, improve the passenger load factor, as well as optimize
routes and air traffic management operations, as detailed in the
CSR website

4. Ground operations energy
management

Strict regulations on the use of renewable energy will
increase costs

Improve energy efficiency in office and ground
operations, which will reduce operational costs

Formulate an annual improvement plan, and its effectiveness
should be evaluated by the Environmental Committee quarterly

5. Aircraft takeoff and landing
noise control

Stricter regulations will increase the cost of fees

Proper response will strengthen corporate resilience
and reputation

Introduce new models of aircraft to reduce noise pollution and
optimize aircraft approaches

6. In-flight drinking water
management

e Strict regulations will increase compliance costs
¢ Climate anomaly affects the stability of the quality of
water supply, increasing health risks and treatment costs

Proper response will strengthen corporate resilience
and reputation while increasing customer trust and
loyalty

Strengthen water quality monitoring and facility management to
ensure disinfection quality and strengthen the on-board water
supply backup mechanism

7. Toxic and chemical
substance control

e Strict regulations increase compliance costs
* Leakage of toxic and chemical substances will cause
harm to operating personnel and the environment

Proper response will strengthen corporate resilience
and reputation

Establish an operational control mechanism, which should be
reported to the Environmental Management Committee quarterly

8. Waste water and sewage
control

Strict regulations will increase compliance costs

Proper response will strengthen corporate resilience
and reputation and improve brand image with zero
pollution

Strengthen operational control and equipment inspection,
strengthen the knowledge and ability of dedicated personnel, as
well as implement management system risk identification and
performance review

9. Ground water resources
control

Lack of water resources affects the Company's operations,
which will increase water purchase and replacement
costs as well as the risk of operational disruption

Properly manage and use water resources to reduce
operational costs and improve the resilience for
continued operations

Improve water resources management mechanism,
continuously optimize equipment, and increase the use of
recycled rainwater and sewage


http://calec.china-airlines.com/csr/en/index.html
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CAL Environmental Risk and Opportunity Matrix

High
o
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) High

Possibility of External Pressure (Note 1)

Note 1: X-axis represents the possibility of the issue in the global trend of development and control.

Note 2: Y-axis represents the degree of impact and opportunity of the issue on CAL.

< The size of the rhombus represents the adaptation of CAL to the issue (larger rhombus means better action and adaptation).
<O—The arrow indicates the difference in displacement from last year.

Climate Risk Management Framework

Climate Risk Management ‘

87

2-4-2 Climate Change
Mitigation and Adaptation

Recognizing the direct impact and importance of climate
issues on the aviation industry, CAL has set three
objectives in flight operations and ground operations in
response to the voluntary carbon reduction initiatives of
the International Civil Aviation Organization (ICAOQ), the
International Air Transport Association (IATA), and "the Civil
Aeronautics Administration (CAA)"of the Republic of China
(Taiwan). In 2018, CAL publicly signed and introduced the
Task Force on Climate-related Financial Disclosures (TCFD)
(as shown in the diagram below). In 2019, CAL was invited
to participate in the preparation of traditional Chinese
version of TCFD and participated in the TCFD promotion
forum held by the Taiwan Stock Exchange to actively
engage in stakeholder engagement and international
climate initiative promotion events.

o7}
=
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m
<
Q
c
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o
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<
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Strengthen Climate Knowledge

Risk and Opportunity Identification

Build Capacity for Climate
Governance

Risk and Opportunity Evaluation

« Keep abreast of international industry trends
and laws and regulations

* Learn from industry-leading on mitigation,
adaptation strategies and carbon reduction
methods

« Identify climate risks in daily operation.

Reporting and Disclosure

1. Disclosure
» Governance
Chapter 2-4-1: P.81
« Strategy
Chapter 2-4-1: P.81
* Risk Management

« ldentify the impact of operational risks and
opportunities and evaluate the degree of
impact on operations

« Analyze climate scenarios

« Grasp climate risks and opportunities and
develope adaptation and mitigation strategies
< Evaluate and monitor the impact of operational
risks and opportunities on financial reporting
« Decision and governance improvement

Continuous Improvement

Chapter 2-4-2: P.87 / Chapter 3-2-1: P.116

e Indicator and Target
Chapter 2-4-3: P.92

2. Strengthen external communication on
climate issues




Climate Risk Management Measures
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Climate issues have been incorporated into the enterprise
risk management operating mechanism and reported to
the Board of Directors through the CSR Committee and
the Risk Committee; the Chairman also regularly reviews
corporate carbon risk and management reports

Enhance management
supervision and cross-
departmental operations

Meetings of the CAL CSR Committee and the Corporate
Environmental Committee are convened regularly (semi-
annually and quarterly) by the President to review the
progress and effectiveness of implementation. Climate
issues are important items to control
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Strategy

Adopt TCFD framework

Establish a TCFD operation process, promote knowledge
and capacity building training at all levels, and strengthen
the identification of climate risks and opportunities and
the response of each dedicated unit

Strengthen scenario
analysis and financial
impact quantification
capabilities

Analyze the benchmarking strategies in the international
aviation industry and common carbon-reducing routes
(such as the IATA carbon-reducing routes, 2DS, and
RCP2.6) for scenario analysis to assess the impact of
climate risks and opportunities on corporate finance

Strengthen the existing
enterprise risk
management mechanism

Incorporate climate factors into the existing enterprise
risk management mechanism to strengthen climate risk /
opportunity detection, response, and control capabilities
in all units

Set management goals

Set short-, mid-, and long-term management goals for
the Company based on the results of a sound simulation
scenario analysis

Develop climate
strategies

Develop appropriate carbon-reduction management
strategies for flight and ground operations and extreme
climate response and adaptation strategies based on
management goals

Participate in important
engagement

Participate in the operation of international and Taiwan's
important climate policy engagement platforms, keep
abreast of policy development trend, and get hold of the
right to speak

Risk Complete operating Incorporate climate change consideration and continuously
Management | procedures improve and implement various management procedures
Combine the CAL value chain and the environmental risk
. management mechanism, strengthen the detection of
Deepen continued ) . .
. o climate risks and opportunities as well as management,
operational capabilities . . . .
and enhance the capability of continued operations in
response to extreme weather
i L Continuously conduct an inventory of greenhouse gas
Continuously optimize L. .
reenhouse gas emissions in scopes 1, 2, and 3 every year to keep abreast
u
_g g of information on greenhouse gas emissions of operational
inventory
context
Implement short-, mid- and long-term carbon emission
reduction targets and establish around 60 KPIs in
i Implement carbon ) . o .
Indicator L. . environmental protection and carbon emission reduction
emission reduction . . .
and Target each year; review the outcomes of implementation at

targets and KPIs

the meeting of the Corporate Environmental Committee
convened by the President quarterly

Verify data and ensure
transparent disclosure

Conduct third-party inspection and verification in
accordance with ISO Standards to ensure the accuracy
and completeness of the information and disclose it on
CAL's sustainability website and CSR report as well as
financial report
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Climate Change Mitigation and Adaptation

Mitigation

Objective

1 Reducing GHG emissions

Conduct GHG inventory and set annual KPIs through the corporate environmental and energy management
mechanism

Achievement

 Setting Short-, Med- and Long-term Objectives of Carbon Reduction

Considering international objectives, strategies and cross-industry benchmark technologies for carbon reduction,

CAL has set forth objectives in flight operations and ground operations (refer to the table below) based on
corporate finance and business plans as well as technical feasibility. In addition, CAL will incorporate a science-based target (SBT) into
the risk management mechanisms and platforms to review objectives and management mechanisms for carbon reduction.

Carbon Reduction Objective Description 2019 Achievements
2020 Improving annual aviation fuel efficiency by 1.5%
« Fuel efficiency in 2019 was 0.2459 tons /
 Improving annual aviation fuel efficiency by 1.5% thousand RTK, s The target value of 0.2147
Flight operations 2030 | -« In line with CORSIA to promote CNG2020 tons / thousand RTK was not reached.
operations (Note 3) « Follow CORSIA to execute MRV operations
on international routes in 2019.
2050 2050 reducing carbon emissions by 50%
2020 Reducing carbon emissions by 38% o .
Carbon emissions in 2019 amounted to
. ) o 23,150 tons of COze, showing an achievement
G d t 2030 Red b by 42.34%
round operations educing carbon emissions by ° rate of 97% compared with the 2019 objective
. L of 22,712 tons COze.
2050 Reducing carbon emissions by 50%

Note 1: The base year of aviation fuel efficiency and ground operations is 2009.

Note 2: The base year of flight operations is 2005.
Note 3: Follow the ICAO CORSIA specifications for MRV and carbon offsetting.
Note 4: For more information on performance of carbon reduction, refer to Objectives and Plans of Management Approach in 2-4 Environment.

89

GETENT]

Reducing the negative impact of climate

Objective )
change on the company operation context

Review climate risks and opportunities
and optimize software and hardware,
control measures and response
procedures

Measures

S
e
=

Ensure and improve flight safety

« Introduce new-generation aircraft

« Update flight monitoring systems

« Establish a professional meteorological team
« Strengthen climate response procedures

Ensure and enhance the quality of service

 Strengthen cross-departmental communication to shorten
response times and improve the use of resources

« Establish and improve related SOPs
* Strengthen personnel training

Improve cooperation with the supply chain

» Organize supply chain coordination and communication
meetings on a regular basis

e Strengthen the supply chain operations and engagement

Note 5: Since SBT does not have a carbon reduction methodology applicable to the aviation industry, China Airlines continued to discuss with SBT the pre-study of aviation industry SBT methodology in 2019
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CAL Climate Scenario Considerations and Risk Matrix
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CAL considers the possible impact scenarios of climate change on operations, explores the degree of impact and relevance of the internal and external environments on the Company (as shown in

the figure below), and further analyzes its impact and possibility of occurrence, and summarizes seven climate risks (as shown in the matrix), while incorporating important risks and opportunities
into corporate control and management.

Stricter International Regulatio

Carbon Control Policies by Governments

(Transition Risk)

!

Supplier
Stable Fuel / Raw Material
Supply

Supplier
New Aircraft / Equipment /
Service Development

Increasing Frequency in Extreme
Climate Events
(Physical Risk)

!

ns and

Market
Demand and Pattern Changes

Competitors
Promotion of Low-carbon
Services

China Airlines

7 N

Consumers
Changes in Passenger and
Freight Travel Pattern

Climate Risk and Opportunity Analysis and Management Methods

2D

Potential Financial Damage

« Poor weather conditions delay flights and
cancellations, leading to an increase in
operating costs

« Maintenance frequency and quality control
requirements increase, increasing costs

« Relevant equipment operating efficiency
decreases, increasing operational costs

« Passenger and freight demand reduces,
reducing revenues

« Oil prices have increased, leading to an
increase in oil costs

¢ Increase in the consumption of aviation

sustainable fuels and their proportion increases

operational costs

High
o / Rising global fuel prices
Changes in regulatory —4
requirements
Increased intensity
Supply chain disruption in extreme weather
o events
@
Q
2
®
®
=} ) ) @ Increased stakeholders' interest in
g Reputation risk —4 low-carbon products and services
°
o
2
Changes in consumers' behavior

» High
Likelihood

Note: CAL referred to and adopted the methodology of the UK Climate Impacts Program (UKCIP) for climate-related

risk assessments and referred to and adopted the principles of International Financial Reporting Standards (IFRS)
for potential financial impact assessments

Potential Financial Benefits
and Opportunity

Management Method / Action

 Continuously strengthen operating procedures and contingency
plans and enhance operator training to improve coordination and
operating efficiency across the organization

Enhance the capability of emergency
responses to improve the quality of

service and reputation i X
« Introduce weather professionals to increase the accuracy of weather

Properly deal with customers’ needs forecasts and advance aircraft dispatching

and enhance corporate resilience and

reputation « Improve coordination and partnership in the supply chain management

to ensure safe freight and passenger transport

Type of Risk Climate Impact Event Type of Opportunity
@ « Strengthen
Physical Risks P—— corporate
-Acute / Chronic Ix! :# [E=llEeE
Risk ! !  Improve corporate
reputation
Increased intensity in
extreme weather events
[ ] * Low-carbon energy
use
Transition Risk & « Enhanced energy
-Market Risk efficiency of products
« Enhanced quality of
products and services
Rising global fuel prices

« Diversified funding channels
Effectively adjust the risk of rising

fossil fuel prices

Increase low-carbon energy use and
efficiency , reducing energy expenditure
Use sustainable aviation fuels to

enhance brand efficiency and revenues

« Continuously evaluate and introduce new technologies (new energy-
saving aircraft and fuel-saving technologies)
« Continue to promote aviation fuel-saving measures

« Carry out inventory of energy consumption in aviation and ground
operations and improve efficiency

* Promote the domestic development of sustainable aviation fuels
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« Carbon emissions have continuously increased
as business grows, leading to an increase in
carbon offset and compliance costs

« Installation / purchase of renewable energy or
adjustment of operations leads to an increase in
operating costs

Transformation
Risk

-Policy Risk
-Regulatory Risk

« Unstable supply of raw materials
« Rising procurement costs

Physical Risk

-Acute / Chronic
Risk

« Lower investor interest in investing

« Consideration for promotion of high efficiency
and aircraft / sustainable fuel investment,
requiring capital investment

Transition Risk

-Market risk
-Technology risk

« Failure to meet stakeholder expectations
has affected brand reputation

« Failure to properly manage supply chain
issues has affected operations

Transition Risk

-Reputation
Risk

* Risk of infectious diseases have increased,
causing tourism and freight demand to
decrease

« Consumers value environmental protection and
carbon reduction, impacting the brand's trust
and revenue

» The awareness of carbon reduction has
increased, leading to changing demand of air
transport (such as switching to cruise ships or
high-speed rail)

Transition Risk
-Market Risk

Kl

Changes in regulatory
requirements

@

Supply chain
disruption

CO;

Increased stakeholders’
interest in low-carbon
products and services

Q)

Reputation risk

Changes in consumer's
behavior
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* Low-carbon energy
use

* Enhanced energy
efficiency

« Continue to reduce greenhouse gas
emissions and reduce sensitivity to
changes in carbon trading prices

« Improve earnings from the sale of carbon
rights

* Improved energy efficiency for flight and
ground operations will reduce energy
costs

+ Communicate with the public sector and international organizations

« Establish a carbon-emission monitoring and management system

« Follow trends in fluctuations in carbon market and manage carbon
rights

Plan and implement measures for carbon reduction

« Establish new
market channels

« Develop new markets to increase revenue

« Use seasonal ingredients to adjust
meals and reduce costs

« Sign long-term contracts with
relevant supply partners to maintain
stable services

Manage and provide guidance to supply chains to strengthen the
foundation of supply chain

Flexibly adjust the raw materials of meals in line with the season,
adapt to climate change trends, and keep abreast of the compliance of
items on board to strive for new market opportunitie

* Enhanced quality
of products and
services new market
channels

« Establish new market
channels

Work with stakeholders to respond

to climate change and keep abreast of
business opportunities through innovative
solutions

Undertake inter-departmental discussions to develop new routes
and services

Develop fuel-efficient and time-saving travel models

Continue to study new technologies, facilities, and services with feasibility
assessments

* Enhanced quality of
products and services

« Strengthen predictive systems and
mechanisms, safeguard customers' rights
and interests, and stabilize revenues

« Handle emergencies properly to increase
public trust

* Promote supply chain cooperation
and enhance corporate sustainable
competitiveness

« Support and conform to government's
environmental policies and enhance
industrial cooperation to improve
corporate competitiveness

Continue to strengthen communication with stakeholders and participate
in scientific research and international evaluation of environmental
sustainability to improve the corporate image in environmental
sustainability

Strengthen employee training on environmental protection and energy
conservation and organize related activities to improve employees’
awareness

Enhance cooperation with low-carbon product suppliers at home and
abroad to improve supply chain sustainability

* Enhanced quality of
products and services

* New market channels

« Plan to promote low-carbon services
to enhance consumers' support for the
brand

« Understand low-carbon economy and

transport issues and market models to
create opportunities and competitiveness

Cooperate with governments of all countries to properly respond to disease
management and strengthen independent protection and respond to
alleviate the impact. (Please refer to chapter 3-2 for the novel coronavirus
pneumonia)

Develop a variety of new products / services to improve performance and
meet market needs.

Introduce eco travel services to invite passengers to participate in carbon
reduction together and promote green / low-carbon business opportunities

Continue to research and develop new market channels or new groups of
customers

Organize diversified green and low-carbon events and strengthen
communication with customers

Note: CAL will re-examine the impact of the aforementioned risks and opportunities every year and review and revise relevant management strategies (for example, the global impact of the coronavirus COVID-19 pandemic in early 2020 will increase

the risk score of infectious diseases).
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() ) SUSTAINABILITY WE CARE CAL continued to focus on the following tasks: improving environmental and energy management, strengthening carbon management, building capacity for supply chain environmental

management, and promoting environmental awareness. The Corporate Environmental Committee, its five environmental management committees, and functional task forces convened

meetings regularly or from time to time to improve environmental performance and ecological efficiency. For more information on environmental performance, refer to Appendix Environmental
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Performance.

Task 1 — Improving Environmental and Energy Management

Following the revision of the ISO 14001: 2015 standard, CAL integrated the life cycle perspective, stakeholder agreement, and risks and opportunities into the environmental management
systems and management reviews. In 2019, CAL further launched the transition operation for ISO 50001: 2018 to strengthen the identification and operation control of energy use,
comprehensively re-examine and optimize energy performance indicators, and improve the substantive impact of energy management. In addition, to better understand and respond to the
global business risks comprehensively, CAL has conducted the survey of environmental risks and opportunities at outstations in 2018 to further grasp the trend of international environmental
requirements. In 2019, CAL has further focused on the existing operational status of various issues of concern and shared the best cases to assist all stations for further improvement.

L
@ Key Achievement 1:
Survey of Environmental Risks and Opportunities at Outstations

v/ Objective:
The existing operational status of each issue of concern was investigated in-depth based on the results of
the 2018 survey.

v/ Questions:
1st aspect: Survey of station and branch offices operational data (oil / electricity consumption)

2nd aspect: Status of requirement of issues of concern, such as in-flight drinking water, noise, cabin waste,
wastewater, and greenhouse gases

v/ Performance:
1. Coverage rate 100% (excluding some smaller stations)

2. |dentified regional environmental regulation trends

3. Kept abreast of environmental control measures and operational status of all stations

v/ Follow-ups:
1. Develop consistent environmental management measures for airlines controllable issues.
2. Promote sustainability of the overall industry chain through communication with stakeholders as some
issues, such as, cabin waste and wastewater, involve airport infrastructure or ground handling agent
business.

Resources Management

Use of Energy

In 2019, electricity used at each site went downward with the total
consumption of 34,088 kWh, a decrease of 5.33% compared to 2018.
CAL invested in 57 energy-saving measures in 2019, reducing 124,365
tons of COye emissions. After the headquarters has been certified as
a Diamond-level Green Building, CAL continued to promote equipment
updates, optimized operating procedures, and improved the overall
energy efficiency of the building; in 2019, CAL further completed the
installation of 99kW grid-connected solar photovoltaic facilities on the
rooftop of the flight simulator training building supporting Taiwan's
renewable energy with practical approach, generating a total of
about 90,000 kWh of electricity in 2019 and reducing about 48 tons
of COze emissions. CAL was awarded the Silver Award of the Energy
Conservation benchmark by the Bureau of Energy of the Ministry of
Economic Affairs, Taipei Energy Conservation Leadership Awards, and
the first place in the Taoyuan Airport Power Conservation and Carbon
Reduction Reward Competition.
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Energy Consumption

Non-renewable Fuels Renewable Fuels

(Unit: MWh) (Unit: MWh)
30,500,000 5,000
30,000,000 29,815,419 4,000

29,484,167
29,500,000 3,000
29,000,000 2,000
28,500,000 1,000
83.05 90
0 0
2016 2017 2018 2019
—- Non-renewable Fuels —- Renewable Fuels
Electricity Elevator Power Regeneration System

(Purchased, Unit: MWh) (Recycled, Unit: kWh)

42,000 2,000
40,000 39.304 1423 1,500
38,000 37344 1,000
36,000 297 77773?4,088 500
—M
0 0
2016 2017 2018 2019

—M- Electricity (Purchased)  —fll— Elevator Power Regeneration System (Recycled)
Note 1: Non-renewable fuels include gasoline, diesel, liquefied petroleum gas (LPG), liquefied natural gas (LNG), and
aviation fuel. All CAL aircraft are counted as part of the calculation of aircraft fuel consumption.

Note 2: Renewable fuels include sustainable aviation fuels and solar photovoltaic.

Note 3: The areas where electricity is purchased are calculated include parks (CAL Park, Taipei Branch, and Songshan
Branch), EMO (Hangar 2, Hangar 3, and repair / maintenance center), and Kaohsiung Branch; electricity in
2016 contains 54,920 kWh from the construction of Novotel Taipei Taoyuan International Airport Il in CAL Park.

Note 4: Since November 2017, 2 sets of the elevator power regeneration system have been installed at the Crew
Training Building with high utility of elevators. Electricity is recycled and reused through the anti-motoring
effect and the internal grid.

Noise Management

As noiseless engines are currently under development, CAL takes the following measures
to reduce the impact of noise on local communities and front-line employees during
takeoff and landing without compromising flight safety:

1. All CAL aircraft (777-300ER, 747-400, 737-800, A350-900, A330-300, and A340-300)
have conformed to international noise standards for low-noise aircraft (noise level for
Chapters 3 and 4 of ICAO Annex 16); in particular, noise of A350-900 is 16 dB lower than
the current standards and 20% less than that of the same model of competitors.

2. Implement flight operations following the Noise Abatement Procedures posted by each airport.

3. Encourage the flight crew to employ the continuous descent approach (CDA) to lower
noise level and reduce fuel consumption.

4. Pay noise charges according to regulations of each country’s airports on noise prevention; and

5. Collect international information through international exchange platforms, such as IATA
to continue to carry out noise reduction.

Use of Water Resources m

In 2019, CAL consumed 146,490,000 liters of water, a decrease of approximately 1.17%
compared to 2018. The CAL headquarters is located at a specified area of the airport.
The airport management unit applies for and receives tap water from the water supply
unit while paying sewage treatment fees on behalf of businesses operating at the airport.
The Engineering & Maintenance Organization, Songshan Park, and the Taipei Branch
apply for water supply from Taiwan Water Corporation directly. To overcome the risk of
water shortage, CAL has set up water meters at important waterway nodes, tracked and
analyzed the flow of water and water consumption hotspots, as well as promoted water
reduction and recycling measures, including the purchase of water-efficiency labelled
products, promotion of water conservation, as well as setup of rainwater recycling and
cooled water recycling systems.

Consumption of Water Resources

Item Unit 2016 2017 2018 2019

Water Consumption Thousand tons 136.35 141.26 148.22 146.49

Amount Recycled Thousand tons 1.59 1.89 31.94 17.41

Recycling Rate

0, 0, 0, 0, 0,
(Amount Recycled / Consumed) g 117% 1.34% 21.55% 11.88%

Note 1: Water is sourced from Taiwan Water Corporation. The scope of water consumption covers the following areas:
CAL Park, EMO, Songshan Branch, and Taipei Branch.

Note 2: In 2018, water meters were installed at CAL Park. EMO and CAL Park were included in the calculation of the
amount of recycled water. In and before 2017, only EMO was included in the calculation of the amount of
recycled water.

Wastewater Management and Recycling m

The domestic sewage of CAL is collected and sent to the airport sewage treatment plant
for treatment, and wastewater is bound to be produced in the aircraft maintenance
process, which causes heavy damage to our environment and needs to be properly
treated before discharge. Based on the concept of full recycling and treatment, CAL
has established two wastewater treatment plants in the maintenance park to handle
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electroplating wastewater (containing heavy metals such as chromium and cadmium)
produced in the engine maintenance process and organic wastewater produced in the
aircraft maintenance process through tertiary treatment prior to discharge into the Nankan
river basin (class C water body). In the first line of control, well-qualified employees are
trained to carry out the management and regularly monitor the quality of the discharged
water as per the regulations of the Environmental Protection Agency (EPA). A second and
third-level supervision and inspection mechanism has been incorporated into corporate
environmental risks for close monitoring.

Waste Water Discharge

SOx and NOx Emissions of CAL Group

Passenger Aircraft

94

(Unit: Ton)
30,000
26,000 [ 26,185 |
24,000 23,226
20,457 m
20,000 10,667
16,000 10,014 9,620
12,000
8,000
10,443 11,638
0

2016 2017 2018 2019

M Total Wastewater [l DischargedHeavy Metal Wastewater [Jl] Organic Wastewater

Pollution Prevention

Air Pollution W

Among the gases emitted by aircraft engines, nitrogen oxides (NOx) and sulfur oxides
(SOx) have a significant impact on the local air quality. CAL reduces the impact on ground
air quality during aircraft takeoff / landing mainly through introducing low-pollution new
aircraft, encouraging the shutdown of one to two auxiliary power units (APUs) during taxiing,
and improving the efficiency of ground power units. At present, CAL's all A350-900 aircraft
are fully in place, and replace the A340-300 and some 747-400 aircraft to provide passenger
and cargo transportation services with a brand-new and young fleet. Mandarin Airlines also
plans to introduce nine ATR72-600 aircraft; as of 2019, seven new ATR aircraft have been
introduced, and the remaining two are planned for introduction in 2020. Tigerair Taiwan has
11 A320neo aircraft and plans to introduce 15 A320neo aircraft in 2021. By introducing these
next-generation new fleets, CAL improved fuel efficiency and reduced NOx emissions at
takeoff and landings.

CAL
Item Unit
2016 2017 2018 2019
Emissions Ton 58.50 57.67 58.28 58.95
SOx
Emission efficiency | g/RTK 0.0133 0.0125 0.0122 0.0122
Emissions Ton 609.79 601.20 607.47 614.49
NOx
Emissionefficiency | g/RPK 0.0160 0.0152 0.0150 0.0149
Mandarin Airlines Tigerair Taiwan
Item Unit
2017 2018 2019 2017 2018 2019
Emissions Ton 22.12 26.62 30.61 13.19 15.52 16.19
SOx
Emission efficiency | g/RTK | 0.1453 | 0.1833 | 0.2079 | 0.0413 | 0.0416 | 0.0399
Emissions Ton | 230.61 | 277.53 | 319.11 | 103.78 | 161.77 | 168.72
NOx
Emission efficiency | g/RTK | 1.5144 | 1.9107 | 2.1677 | 0.4303 | 0.4335 | 0.4163
Freight Aircraft
CAL
Item Unit
2016 2017 2018 2019
Emissions Ton 12.59 13.23 13.72 13.09
SOx
Emission efficiency | g/RTK 0.0029 0.0028 0.0029 0.0031
Emissions Ton 131.24 137.88 143.02 136.48
NOx
Emission efficiency | g/RTK 0.0302 0.0294 0.0301 0.0321
Note 1: SOx is calculated based on the methodology of the American Environmental Protection Agency: Total annual

Note 2:

Note 3:
Note 4:
Note 5:

emissions = Number of flights x 0.000891, where 0.000891 is the emission factor (Tons / LTO).

NOx is calculated based on the methodology of the American Environmental Protection Agency: Total annual
emissions = Number of flights x 0.009288, where 0.009288 is the emission factor (Tons / LTO).

LTO refers to the landing take-off.

Mandarine Airlines and TigerAir Taiwan have no freight aircraft.

China Airlines revised the 2017 ~ 2018 emission data in accordance with the adjustment of flight information
calculation scope.
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CAL manages waste as per "5R" principles: refuse, reduce, reuse, recycle, and repair. CAL's objective is to recycle 100% of waste and increase the waste recycling rate year after year.
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Waste Management Principle Strategic Objective Action
Contents Refuse Worked with suppliers to develop and purchase non single-use plastic products (e.g. wooden stirrers); increased green purchasing
Reducing the use of resources e '
Reduce and d|spo§|ng off waste through Planned business and service supplies precisely to reduce consumption; improved maintenance processes to reduce end-of-life waste,
0 Preface green design and procurement and developed electronic teaching materials and operations to save paper consumption for training and communication
1 Sustainabi[ity Management Reuse Increased the reuse of usable industrial waste (e.g. waste plastic buckets)
Overvie Increasing the reuse of waste
e Recycle and reducing it through workflow | Supported the Taiwan Environmental Protection Administration's plastic wrap recycling platform to enhance the reuse rate of plastic wraps
improvement
2 Value Creation Repair Repaired passenger / freight transport equipment (e.g. containers / nets) prior to use

2-1 Trust

2-2 Human Resources

Waste Information (Unit: kg)
2-3 Cooperation
2-4 Environment Item (kg) Operation Actions Taken 2016 2017 2018 2019
2-5 Society Non-recyclable / Incineration 399,266 381,626
Domestic Waste Everyday Life Use 419,689 456,997
3 Sustainability Governance Recyclable / Recycling Plants 347,936 321,340
c i Non-h : R R li
Appendlx Ground Operations or.1 az:?\rdous -euse/ ecycling / ) ) 251317 233,018
. Incineration / Burial
. Maintenance of
Industrial Waste . .
Aircraft and Engines 13.430+ 16.758+
Hazardous: Curing Burial / Chemical Treatment Cadmium-containing 1,920 | Cadmium-containing 1,782 16,434 18,815
General / Industrial . . Non-recyclable / Incineration 2,674,334 3,052,461
. . ) In-flight Catering
In-flight Services Waste / Domestic and Supplies - 3,417,870
Waste PP Recyclable / Recycling Plants 995,369 1,116,396
3,893,407
Total - 4,684,656 5,123,655
ot (Non-recyclable Amount)

Note 1: All waste is cleared by certified third-party waste-disposal companies on a regular basis, keeping a record of disposal in accordance with laws and regulations. All catering waste is incinerated in accordance with international quarantine regulations.

Note 2: The scope of data collection relating to ground operations in 2016-2017 includes EMO and CAL Park. Since 2017, total cabin waste returning to Taoyuan has been included in the statistics.

Note 3: The scope of data collection relating to ground operations in 2019 is described below:
« General industrial waste / general waste: EMO, CAL Park, Kaohsiung Branch, and VIP rooms of four stations (Taoyuan, Songshan, Kaohsiung and Tainan).

« Industrial waste: "Hazardous industrial waste” - Type A / B / C waste stipulated in the Standards for Defining Hazardous Waste established by the Environmental Protection Administration, Executive Yuan and cadmium-containing batteries;

“non-hazardous industrial waste” - Type D / R waste stipulated in the Standards for Defining Non-hazardous Waste established by the Environmental Protection Administration, Executive Yuan.

« Cabin waste and ground waste: Third-party waste disposal companies clear cabin waste and ground waste by the incineration plant converting heat to generate electricity. In 2019, the total amount of cabin waste and ground

waste reached 3,685,920 kg, including 2,462,540 kg of waste converted to electricity and 1,223,380 kg of waste cleaned through incineration or otherwise.

Note 4: For detailed performance information of service-related packaging materials, please refer to the appendix of this report-List of Environmental Performance.
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L
Key Achievement 2 :
Waste Task Force Operations and Performance

As waste management of air services involves a wide range of service businesses, CAL
has further formed a Waste Task Force in the third quarter in 2019, inviting services,
supplies, planning, and quality assurance units, as well as supplier partners in catering
and cabin cleaning, to establish a regular communication platform to study and analyze
management trends in waste management of air services and discuss relevant strategies.
The Waste Task Force with a three-year term is responsible for three major aspects of
waste management., namely, green design, waste reduction, and communication with
passengers, with a view to utilizing resources properly, reducing waste and external

96

Operational Performance and Future Outlook

1.

Partner with supplier partners on carrying of inventories of volumes of actual
waste generated and composition for flights with different characteristics (short / long
range) and has set initial waste management performance targets.

. Continuously track waste management performance and formulated appropriate

action plans.

. Continue to promote passengers' green consumption awareness to receive their

support and appreciation.

. Enlarge communication and dialogue with related stakeholders, including passengers,

environmental costs and mid-to-long term compliance risks for air services.

Task Force Targets

As of February 2020, the Waste Task Force has held three working meetings to identify

major components of promotion, measures, and schedules:

suppliers, and employees, to gather information on issues of substantive concern to
achieve an optimal balance between green planning and air service processes.

Environmental Expenditure

CAL actively implements green procurement, invests resources every year, purchases
environment-friendly equipment, promotes green maintenance and operation projects,
and pays for waste cleaning and noise prevention expenses. In 2019, there were a total of
75 environment-friendly products in Category |, Il, and lll with an increase of NT$3,498,000
in this regard compared to 2018.

CAL Investment in Green Facilities and Green Procurement (Unit: TWD thousand)

Rl Major Aspects
Management i P . Promotional Measures Schedule
e of Promotion
Principles
1. Promote weighing of actual
waste on return flights to ) .
. Taiwan Progressive promotion f.rom
Refuse Green design . 2019 through 2020 (basic data
2. Set per-capita waste obtained)
generation targets for VIP
room waste
1. Increase the proportion of
green / environment-friendly
Waste products Continue the implementation
Reduce reduction 2. Cooperate with suppliers of engagement with suppliers
to reduce the use of plastic | from 2020 through 2022
packaging and single-use
plastics (SUP)
1. ti the impl tati
1. Reuse products served under (f::onn:';uoi 9 tehlrr::S T]n;;nzza on
high safety and food safety ) ) 9 )
Communication standards 2. Continue the implementation
. . from 2019 through 2022
Reuse with 2. Share environmental L .
) . (communication with
passengers information on-board
) : passengers)
(magazines and videos)
- 3.2022 (communication with
3. Passenger opinion surveys
passengers)

Item 2016 2017 2018 2019
Capital Investments (Note 1) 13,993 22,769 23,106 22,805
Operating Expenses (Note 2) 13,385 11,730 15,760 19,258
Waste Disposal 4,164 3,315 4,536 4,062
Noise Prevention 185,864 188,485 190,357 189,351
Total Investment Amount 217,406 226,299 233,759 235,475

Note 1: Green facilities include the depreciation of pollution prevention equipment, operational maintenance, hardware
investments, environmental testing, and related projects.

Note 2: Green procurement includes Category I, I, and lll products prescribed in the Regulations for Priority
Procurement of Eco-Products (dated January 15, 2001).
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Ta Sk 2 — S tre n g th e n i n g ca rbo n Ma n a g e m e n t GRI 302-1, 302-2, 302-4, 302-5, 305-1, 305-2, 305-3, 305-5

CAL introduced a complete ISO 14064-1 greenhouse gas management mechanism, and established a Carbon Management Task Force under the framework of the Environmental Committee to
comprehensively manage the carbon risk issues of corporate operations and manage compliance with international carbon control schemes based on the structure of carbon rights management.

Contents In order to achieve the carbon reduction target in the first stage in the aviation industry — improving fuel efficiency by 1.5% per year by 2020 — CAL has continued to strengthen its fuel efficiency
measures and formulated four major fuel-saving strategies, namely, promoting green-energy flights," "improving ground service control,” "continuous regular repair and maintenance,” and
0 Preface "weight reduction of fuselages,” and other specific implementation measures. However, due to changes in the internal and external operating environments in 2019, although the total aviation

fuel consumption decreased by 2.4% from 2018, the performance of revenue ton kilometer (RTK) decreased by 4.9% compared to 2018, and the overall fuel efficiency was 0.2459 tons / 1,000

1 Sustainability Management
Overview

2 Value Creation Company GHG Scope Item 2016 2017 2018 2019
2-1 Trust
_ Flight operations 7,042,520 7,149,309 7,229,903 7,059,083
2-2 Human Resources SCOPE 1 Note 1: The statistics contain 100% of the aviation fuels used by China
2-3 Cooperation Ground operations 4,663 5.004 3511 4,981 Airlines, Mandarin Airlines, and Tigerair Taiwan.
2-4 Environment Note 2: GHG emissions assessment agencies: BSI (2011-2013, 2015-
2-5 Society SCOPE 2 Ground operations 20,831 20,677 19,949 18,169 A sl 0 Gl G, A0 20
Note 3: CAL calculated the emissions from the products purchased,
. . SCOPE 3 Ground operations 2,070,003 1,627,649 1,644,656 1,607,690 capital goods, fuel- and energy-related activities not included
3 Sustalnablllty Governance . P l in Scope 1 or 2, upstream and downstream transportation and
distribution, waste treatment, employee commuting, upstream
Appendix SCOPE 1 Flight operations 263,016 259,695 255,241 237,699 and downstream leased assets, and investments based on 15
classification requirements of the GHG Protocol Scope 3 Guidance;
the emissions totaled 2,323,845 tons of CO,e. The emissions
. . from energy activities, leased assets, and employee commuting
SCOPE1 Flight operations 233,927 284,791 336,684 362,794 (1,607,690 tons of CO,e) in 2019 has passed the external 3rd-party
verification.
Aviation Fuel Efficiency
Company Item 2009 2016 2017 2018 2019 2019 Compared to 2018 | 2019 Compared to 2009
Fuel Consumption (Ton) 1,927,803 2,225,736 2,259,923 2,284,957 2,230,971 -53,986 303,168
CO, Emissions (Ton) 6,099,820 7,042,520 7,150,674 7,229,839 7,059,083 -170,756 959,263
Transport Volume (Thousand RTK) 7,721,089 8,727,407 9,289,789 9,544,260 9,072,762 -471,498 1,351,672
Fuel Efficiency (Fuel / Thousand RTK) 0.2497 0.2550 0.2433 0.2394 0.2459 0.0065 -0.0038
Carbon Emission Intensity (Ton CO; / Thousand RTK) 0.7900 0.8069 0.7697 0.7575 0.7781 0.0205 -0.00120

RTK, which failed to meet the 2019 target (0.2147 tons / 1,000 RTK).

GHG Emissions of CAL, Mandarin Airlines, and Tigerair Taiwan

(Unit: Tons COye)
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Company Item 2016 2017 2018 2019 2016 2017 2018 2019
Fuel Consumption (Ton) 83,124 82,075 80,667 98,910 73,931 90,006 106,406 143,323
CO; Emissions (Ton) 263,016 259,694 255,241 237,699 233,927 284,790 336,700 362,794

et Transport Volume (Thousand RTK) 148,747 152,281 145,251 147,209 237,326 319,554 373,185 405,262
Fuel Efficiency (Fuel / Thousand RTK) 0.5588 0.5390 0.5554 0.6719 0.3115 0.2817 0.2851 0.3537

(Data) Carbon Emission Intensity (Ton CO; / Thousand RTK) 1.7682 1.7054 1.7572 1.6147 0.9857 0.8912 0.9022 0.8952

Note 1: The lower the fuel efficiency and the carbon emission intensity, the better is the performance.

Note 2: Carbon emission intensity (ton COye / thousand RTK) = GHG emissions / Total RTK

Task 3 — Building Capacity for Value Chain Environmental Management

In addition to strengthening its sustainable environmental management momentum, CAL even exerted its influence and actively enhanced the sustainable value of the overall industrial chain.
CAL launched environmental management of the value chain in 2018, inviting the Group's partners to initiate the Environmental Seed Development Plan, and holding environmental / energy /
carbon management workshops to promote an understanding of the concepts and benefits that will accrue from environmental / energy / carbon management. In 2019, CAL gradually built up
the momentum of the environmental risk management for the Group's enterprises through environmental risk and opportunity investigation and communication meetings.

~ Key Achievement 1:
Value Chain Environmental Risk
Assessment Mechanism

v Object:
11 key value chain companies

v/ Highlights : By Surveying
1. Mastering the environmental management
mechanisms and structures of the value chain
partners.

2. Classify their operational characteristics to identify
their environmental impact characteristics and
potential risks and opportunities.

3. Conduct communication meetings to consolidate
the awareness of energy conservation and
environmental protection in the value chain.

v/ Questions:

15t aspect: Environmental Management
2nd aspect: Performance Management
3rd aspect: Pollution Prevention

4th aspect: Green Procurement

5th aspect: Environmental Opportunities

Implementation Results :

Value chain partners have been managed for some
key environmental / energy issues in accordance with
their operational needs, but some partner companies
have not yet established environmental regulations and
operational risk detection response mechanisms that
meet their operational characteristics, and established
environmental management policies and operational
objectives.

v/ Follow-ups:

To implement corporate environmental and energy
policies as well as related management strategies, CAL
has asked value chain partners to formulate appropriate
environmental and energy policies and to implement
management measures and supervise the measurement
operations for key environmental impacts. Operational
information (such as power / oil consumption) of
surveyed and interviewed organizations will be added to
echo the core values of the revision of ISO 14064: 2018
and to strengthen the investigation and understanding
of indirect emissions from the value chain. In addition,
points of contact from the value chain partners and their
first-level supervisors will be invited to participate in the
"Environmental Risk Analysis and Results Presentation
Meeting," at which the results of risk survey and analysis
will be summarized and industry's excellent cases will be
shared.
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Task 4 — Promoting Environmental Awareness
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CAL organizes the environmental training campaign every year to develop employees' awareness of environmental protection. Training programs are organized online or offline in Taiwan to cultivate
the attitude and actions of protecting the planet. To implement external communication, CAL communicates the corporate concept and performance of environmental protection with stakeholders

through social media and in-flight magazines in hopes of creating and spreading the awareness of green consumption.

Shape A Culture of Environmental Protection

Item Environmental Training for All Employees Professional Environmental Training
¢ Organize training on environmental and energy
management for the related personnel of the
Operation Improve employees' identification and awareness of environmental sustainability and help develop good conduct and business habits. Company and affiliates

¢ Appoint trainees to participate in external
training and seminars as needed

e Environmental education

CAL also communicated with new employees regarding the corporate policies and approaches to environmental protectionand energy
conservation in the course, CAL and |. The achievement rate reached 100%.

* Knowledge-based education

1. Environmental knowledge: CAL published 13 articles and reports on environmental sustainability through internal communication
platforms, such as employees' email, China Airlines newsletter, and the startup screen, in 2019.

2. Environmental contest: A total of 215 and 1,100 employees participated in the “Fly to ECO” environmental protection film and
environmental knowledge quiz contests, respectively.

3. Environmental lecture: One environmental lecture was held, 4. Environmental awareness promotion: Created a comprehensive

2019 focusing on environmental issues related to climate change, to environmental education environment for all employees, set up
Achievements raise the employees' awareness of environmental protection; China Airlines green footprint stickers and posters, conveyed
151 participants attended. 21 important environmental protection measures, set up

description signs for 77 types of plants at the headquarters
and maintenance park, and posted 11 pieces of environmental
protection information in the office area.

Taiwan renowned meteorologist, Dr. Ming-Dean Cheng was invited as the CAL green footprint stickers
speaker of the environmental lecture (Vicky The Viking's Trouble with Climate)

¢ Organized one enterprise and group education
and training session on "greenhouse gases” and
"energy management systems,” respectively

¢ Organized one session on "Value Chain
Environment Management Communication
Meeting" in the Group

¢ Organized one session of the Seminar on
ICAO CORSIA



https://www.youtube.com/watch?v=lCBYhGieB30
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Build an Image of Environmental Protection
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Item Promote Awareness of Green Aviation

Build Industrial
Environmental Awareness

Operation Promote environmentally friendly awareness and consumer behavior

Promote green consumption

Optimize service processes and reduce

. Organize seminars
waste and waste processing costs

« Continued with the practice of closing windows during summer and of
shades on the side facing the sun to lower the temperature of the cabin that
would rise sharply due to direct exposure and to reduce the cost of APU, and
airport energy use

« Selected 12 environment and ecology-themed videos to play on the plane.

 Published 5 articles and reports via social media

2019 * Printed menus by recycled paper and soy ink and marked an environmental

Achievements slogan on the last page of the menu

» Added the warning of an embargo on transport of endangered species on
the Company website

« Published CAL's environmental practices and electronic and mobile
approaches to carbon reduction in in-flight magazines

* Marked the Taipei-Kinmen carbon label on the website of Mandarin Airlines,
supplies, check-in counter, boarding pass, in-flight magazines

* Incorporated environment-friendly
products and added the "Sustainability
Logo" icon to the sales catalog of
duty-free goods delivered home

» Updated and shared the carbon
footprint of routes

e Enhanced the promotion of the Eco
Travel Carbon Offsetting Program

* Mandarin Airlines supported the
EPA's "Green Point Discount for Air
Ticket Fare" program and promoted the
participation of Green Point program

» Adopted local ingredients for in-
flight meals and Group catering and
put a ban on food ingredients from

endangered species .
e Organized expert

e Implemented waste management consultation seminars

« Incorporated the concept of
environmental protection into design
of in-flight meals and supplies

¢ Promoted and implemented
electronic and information service

on aviation sustainable
alternative fuels and
continued to build
consensus between
the industry and the

. X government
« Pursued the reduction of the weight

of in-flight magazines and enhanced
weight-reducing and fuel-saving
benefits

Purchase emission
reduction credits to

- Key Achievement 1:
Promotion of Eco Travel Carbon
Offsetting Program

CAL has integrated the official website, the ticketing
system, travel reminders, and a diversified electronic-
friendly service platform to strongly promote passengers

emissions

support a carbon offsetting initiative and practice the —
concept of “zero carbon” through flights, with the best EEE

performance among Taiwanese peers. In 2019, a total of
156 people participated in the offsetting initiative, and the
amount of offset reached 258.45 metric tons, the best in
the industry in Taiwan.In 2019, CAL added carbon offsetting
links to the employee preferential ticket system and the
business trip dispatching system and strengthened the
promotion inviting employees to respond to and realize the
goal of "carbon neutral” status in aviation.

Reduce your
CO, emissions

offset remaining CO,

r ]
—
Measure Global
remaining CO, } \ emissions

Fund projects to
cut emissions

reduced

Offsetting
Process

\ /
OH—@

Certificate shows your
emissions have been offset

- Key Achievement 2:
Promotion of Green Consumption—
Mandarin Airlines Launched "Green
Point Discount for Ticket Fare"

Mandarin Airlines supported the EPA's environmental
point collection activity in 2019, which was the initiative
that promote the environmental point collection activity
to the aviation industry. Passengers could exchange the
green points for discounts on air tickets of Mandarin
Airlines. Flight passengers were invited to respond to

green life while enjoying more practical rewards.
D110 (=] =]

-

ECO Travel Carbon  Green Point Discount
Offsetting for Ticket Fare



https://china-airlines.co2analytics.com/home
https://china-airlines.co2analytics.com/home
https://china-airlines.co2analytics.com/home
https://china-airlines.co2analytics.com/home
https://www.mandarin-airlines.com/Content/%E8%8F%AF%E4%BF%A1%E8%88%AA%E7%A9%BA%E9%BC%93%E5%8B%B5%E7%B6%A0%E8%89%B2%E6%B6%88%E8%B2%BB%20%EF%BC%8D%20%E9%A6%96%E5%AE%B6%E6%8E%A8%E5%87%BA%E3%80%8C%E7%B6%A0%E9%BB%9E%E6%8A%98%E6%8A%B5%E6%A9%9F%E7%A5%A8%E7%A5%A8%E5%83%B9%E3%80%8D-2019010001-52
https://china-airlines.co2analytics.com/home
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Future Plans
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Operational Focus

Future Development Plan

. Advance operational effectiveness of management

systems

Advance the operation of ISO 14001 and ISO 50001 management systems
Promote and implement the transition of ISO 14064
Promote informatization of management systems

Engage in environmental management system planning in the international aviation industry

. Expand the scope of environmental, energy and

greenhouse gas management

. Gradually expand the environmental management level to the value and supply chains.
. Implement environmental risk assessment of outstations and suppliers

. Assist the Group's enterprises to improve their momentum in carbon management

. Comply with the Carbon Offset and Reduction Scheme

for International Aviation (CORSIA)

. Continue to engage in strategic planning for CORSIA operations with IATA and Taiwan government

. Follow CORSIA monitoring plan, manage emissions, and report to competent authorities

Optimize carbon emission management and conduct carbon offset management in accordance with ICAO regulations

. Establish a financial quantification mechanism for

corporate climate and environmental risks

. Continue to strengthen capabilities of the high level management, such as the Board of Directors, in climate and environmental governance

. Build the momentum of financial disclosures relating to climate and environmental risks

. Continue to refine carbon reduction targets

. Continue to manage and improve air and ground carbon reduction targets

. Strengthen energy-saving and carbon reduction measures, continue to reduce the carbon footprint of operations, and improve

ecological benefits

. Participate in the preliminary research of SBT methodology and relevant discussion and cooperation in the international aviation industry

. Continue to improve the utilization efficiency of

environmental resources

—_

. Improve water resources and waste management

. Implement environmental protection and energy-saving measures and increase resource utilization efficiency

. Deliberate sustainable aviation fuel (SAF) application

strategy

—_

. Continue to keep abreast of developing trends in sustainable fuels

. Push the industry and the government to develop SAF strategies

. Create an environmental protection culture inside

and outside the Company

—_

. Continue to support environmental sustainability initiatives at home and abroad

. Create diversified promotion channels and inspire innovative momentum of cooperation inside and outside the Company
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2'5 Society

Highlights

T

22.06 million Over 3,200

Invested TWD 22,068,438 in charity
activities throughout 2019. students

From 2014 to now, CAL's Love All Around team
500 senior citizens has visited more than 15 cities and countries,
27 villages and towns, and 53 elementary
schools as well as social welfare organizations
in Taiwan to help 3,207 students.

Provided care for 500 disadvantaged
senior citizens at four events
throughout 2019.

—1| 45,000 students

Sponsored book programs for 102 schools throughout Taiwan to help
approximately 45,000 students.

1% Time in GCSA Award

Awarded in the Global Corporate Sustainability Award for the first year.

D ©

th T3 rd T3 .
6" Time 3" Time in TCSA
in TCSA Award Social Inclusion Award
TCSA/ 6t
Awarded in the Taiwan Corporate Awarded in TCSA Social Inclusion Award for
Sustainability Award for six consecutive three consecutive years.
years along with five TCSA awards.

{\ 4™ Time Reader's Digest Trusted Brand

b Tigerair Taiwan, China Airlines Group’s subsidiary, won a Platinum Award in
the low-cost carrier category from the Reader's Digest Trusted Brand for four
consecutive years, was selected as one of the best enterprisesina 1111 Job
Bank online vote, and received an Asia's Top Budget Airlines award in the
Now Travel Asia Awards.
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Management Approach

>>-2 Importance of Material Issues

No support from the society, no CAL. What makes CAL
successful is the support of the society. Upholding the
core philosophy of “taking from society and giving back to
society,” CAL continues to contribute to society in the hope
of creating love while fulfilling our corporate responsibility
in Taiwan.

> Commitment and Long-term Goals

¢ Commitment

CAL continues to fulfill our responsibility as a corporate
citizen by investing resources in social welfare to mitigate
social issues and improve society.

¢ Long-term Goals

2020 1.Increasing the porportion of charity event
sponsorships

2. Organizing at least one long-term education
charity project

2025 1.Developing opportunities for students to receive

international education

2. Promoting economic growth and employment

countries and improving social well-being

2030 1.Improving the quality of education in
underdeveloped areas / developing countries

2. Enhancing the benefits of sponsorships
regarding improving society

assistance in underdeveloped areas / developing

103

> Unit in Charge

Corporate Sustainability Committee — Social Task Force

>>-F> Management Mechanisms
e The meeting of Corporate Sustainability Committee, at
least twice a year

e The Society Task Force reports to Corporate Sustainability
Committee, every quarter

> Grievance Mechanism

¢ Investor Relations and Media Contacts — Investors Service
Website

¢ Charitable Activities: Corporate Communications Office —
E-Mail: tpepp@china-airlines.com

. . Stakeholder Contact Investors Service Website
>>-2> Objectives and Plans
2019
Direction KPI . 2020 Objectives
Objectives Performance Achievement
(Note 4)
) Increasing investment in education - .
Increase education resource . . Organizing at least one long-term education
resources and learning opportunities for 10% (Note 1) 100% . R

rates disadvantaged student charity project

Enhance the overall quality of Isadvantaged students

national education . . L . .
Number of d ted ticket Publ tudent flight ticket and

umbero |scouf1 ed tickets . 5 |C|z.|ng studen .|.g ¢ .e an . 823 domestic and Continuing to publicize student flight ticket and
bought by domestic and increasing opportunities for international X . No . . ., . ) .
international students education international students (Note 2) increasing opportunities for international education
i X B Increase the number of L . . Sponsored 30 international Using CAL resources to promote local brands,

Raise Taiwan's visibility in the L . Increasing international visibility of local o . . 0 ; L. . o

world sponsoring international brands and CAL Activities (including 123 flight 100% and increasing international visibility of both local
activities tickets) brands and CAL

i L Increasing the charity event sponsorship Increasing the proportion of charity event
Empower the disadvantaged to | Increase level of sponsorship in .
X . . . rate to 15%, to make development 17% (Note 3) 100% sponsorships to 20%, to empower the
gain equal social opportunities | charity events . . . . . .
resources available for the disadvantaged disadvantaged to gain equal social opportunities

Note 1:1n 2019, CAL sponsored 69 projects, of which 7 projects were educational, accounting for 10% of total sponsorship.
Note 2: According to statistics on the Company website, the sales of student tickets in 2019 decreased by 1,995 due to changes in the aviation market.

Note 3:In 2019, CAL sponsored 69 projects, of which 12 projects were charity events, accounting for 17% of overall sponsorships.

Note 4: Achievement refers to the performance fulfillment percentage.


mailto:tpepp%40china-airlines.com?subject=
https://www.china-airlines.com/tw/en/about-us/stakeholder
https://www.china-airlines.com/tw/en/investor-relations/investors-service
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2-5-1 Social Sustainability Strategy

As a corporate citizen and as the leader of Taiwan's aviation industry, CAL commits itself to continuously creating social value
as part of its corporate sustainability. In 2019, CAL focuses its sustainability strategy on brand awareness through enhancing
the internationalization of local education and elevating the visibility of local brands. With the strategy to promote social
equality for the disadvantaged as the primary goal, CAL hopes to benefit society by improving the overall quality of national
education, learning resources in remote areas, and visibility of local brands in Taiwan.

CAL Social Sustainability Strategy

One of CAL

Sustainability Strategy Social Sustainability Strategy

Enhancing the internationalization
of local education

Brand | Elevating the visibility of local N Raise Taiwan’s visibility in the e Humanitarian relief
Awareness r brands world  Sports activity

Help the disadvantaged + e Caring for the disadvantaged

national education * Environmental education

Enhance the overall quality of %] « Education

Promoting social equality for

the disadvantaged improve on a difficult situation » Welfare activities

! !

2-5-2 Enhancing the Internationalization of Local Education

CAL is committed to social welfare and giving back to society with our group resources. CAL has promoted education for many
years, to ensure substantial improvement in children's education while continuing to pay close attention to environmental
issues in hopes of creating a virtuous social development cycle.

2019 Performance
UL LI Number of Participants / Amount Invested
Beneficiaries (TWD)

. Educational exchange activity; volunteer teaching program;

Education . 8 45,578 566,362
knowledge-sharing platform at elementary schools; flight camp
. Coastal cleanup 552 1,251,119

Environmental
Sustainability Corporate animal adoption plan - 470,000

Note: The above items and results are not limited to Mandarin Airlines and Tigerair Taiwan.

104

Education

CAL firmly believes that education is fundamental to the
development of potential talents. Based on the spirit of
giving back to society and caring for the disadvantaged,
CAL has cultivated schoolchildren's reading habits through
the volunteer teaching program since 2010.

Beginning in 2013, CAL has also established long-term
partnerships with colleges and universities in Taiwan to
provide opportunities for learning expertise and hands-on
practice, in the hope of improving industry and academia
cooperation and to reach the ultimate goal of achieving
talent cultivation.

Educational Exchange Activity

To empower students in remote areas to dream big, Mandarin
Airlines launched a Dream Big charity event, where students
from Tafalong Elementary School in Hualien and the Chin-ai
Music Orchestra in Nantou flew with Mandarin Airlines to visit
each other and have cultural exchanges. All of the students
considered it an unforgettable experience.
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Volunteer Teaching

Since its founding in 2011, the CAL Volunteer Club addresses itself to supporting the socially
disadvantaged. Each year, it teaches aviation knowledge and English at schools in the vicinity
to cultivate students' international outlooks. In 2019, 92 volunteers organized 16 sessions
at Xihai Elementary School, Zhuwei Elementary School, Shanfeng Elementary School, and
Guolin Elementary School in the Dayuan District of Taoyuan. The sessions totaled 32 hours,
benefiting 1,106 students. Upholding the spirit of mutual assistance and love, the CAL
Volunteer Club gives back to society through concrete action.

Volunteers show students how to use life vests and oxygen
masks

CAL volunteers and students

Knowledge-sharing Platform at Elementary Schools

Since 2014, CAL has co-sponsored the Knowledge-sharing Platform Charity Project in
partnership with the Global Views Educational Foundation. By giving complimentary Global
Kids Junior Monthly subscriptions to elementary school students in Taoyuan City, Taitung
County, Nantou County, and Hualien County, CAL helps to foster students' independent reading
habits and contributes to children's cultural education. In 2019, around 44,472 students of
102 schools in Taiwan are benefited.

Note: Calculation of beneficiary students = Average students per elementary school from Statistic of Ministry of Education
(Taiwan) x Schools donated by CAL

Flight Camp

CAL continued to organize the Mandarin Airlines Flight Camp in 2019 to enable young people
to receive cabin crew knowledge in Taiwan.

The Mandarin Airlines Flight Camp promotes cabin crew knowledge in Taiwan

105

Environmental Education

While pursuing business development, CAL recognizes that the Earth's environment is precious
and irreplaceable; we are deeply aware of our corporate responsibility to conserve natural
resources and protect the environment. In view of this, CAL has taken the initiative in protecting
the environment by organizing social welfare activities and environmental education, in order
to uphold the responsibility for environmental sustainability, generation after generation.

Coastal Cleanup

In response to the International Coastal
Cleanup Day, CAL has organized the annual
coastal cleanup at Zhuwei Fishing Harbor
since 2011.1n 2019, CAL organized the coastal
cleanup at Shalun Beach in Tamsui for the first
time, at which a total of 552 CAL employees
and their family members participated. CAL
also organized a coastal cleanup in Qijin
District, Kaohsiung City in order to protect the
Earth through concrete action. CAL supports the International Coastal Cleanup day

Animal Conservation

Mandarin Airlines continued its cooperation with the Taipei Zoo on the Blue-tailed Bee-eater
Egg Retrieval and Nurture Project, to airlift blue-tailed bee-eater eggs from Kinmen to Taipei
for care. With Mandarin Airlines' support, a group of cute blue-tailed bee-eaters, also called
"summer elves,” was born in the Taipei Zoo in 2019, then made their first appearance in the
Asian Tropical Rainforest Area in July of the same year. Since 2015, Tigerair Taiwan and the
Taipei Zoo have worked together to promote the corporate animal adoption program. Under
this program, in addition to tigers, Tigerair Taiwan has adopted leopard cats and Formosan
clouded leopards for the 2017 to 2021 period, in order to support animal conservation
through concrete action. CAL has called on the public to value the conservation of tigers,
leopard cats, and Formosan clouded leopards.

Mandarin Airlines assists in airlifting blue-tailed bee-eater eggs from Kinmen to Taipei for nurturing, to take early and
effective action



7\
b xmem

SUSTAINABILITY WE CARE
G\

Contents

0 Preface

1 Sustainability Management
Overview

2 Value Creation
2-1 Trust
2-2 Human Resources
2-3 Cooperation
2-4 Environment

2-5 Society
3 Sustainability Governance

Appendix

2-5-3 Increasing the International Visibility of Local Brands
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2019 Performance

Sponsorship Item
Number of Participants / Beneficiaries Amount Invested (TWD)
Humanitarian Relief In-flight physician project 419 None
Formosa Dreamers; Pauian Archiland Basketball Team; basketball player Jeremy Lin; baseball players Wang
Athletic sponsorships Wei-Chung and Chen Wei-Yin; tennis player Tseng Chun-Hsin; 2019 Taiwan Legend Championship; fencer Chen 303 5,942,639
Yi-Tung; volleyball player Huang Pei-Hung; extreme marathoner Tommy Chen; Rising Star RG, etc.

Humanitarian Relief

In 2019, CAL continued with the In-flight Physician Project, where flight attendants and medical specialists worked together
to provide passengers with better protection during their flights. Since 2017, CAL has had a partnership with Chang Gung
Memorial Hospital. In July 2018, CAL further worked with the Taiwan Medical Association and the Pau Jar Charity Foundation
to launch the In-flight Physician Project, through which voluntary physicians provided in-flight assistance for flight attendants
and ground medical teams, thus helping protect the health of passengers with urgent medical needs. In 2019, Buddhist Tzu Chi
Hospital joined the In-flight Physician Project, as the hospital identifies with CAL's philosophy of "compassion for society and
benevolence for the country.”

Note: The above items and results are not limited to Mandarin Airlines and Tigerair Taiwan.

Sports Activity

CAL has been dedicated to the development of national sports for many years. In 2019, CAL has sponsored a large number
of sporting events in hopes of advancing Taiwan's sports environment and promoting Taiwan's international standing. CAL
continued to sponsor local teams and players, and helped give many Taiwanese athletes warm welcomes. In the future, CAL
will continuously support local sports, activities, and Taiwanese athletes’ participation in international events through concrete
action.

Sponsorship Item / Player

Sporting Event 2019 Taiwan Legend Championship

Formosa Dreamers; Pauian Archiland Basketball Team; basketball player Jeremy Lin; baseball players Wang Wei-
Athletes / Teams Chung and Chen Wei-Yin; tennis player Tseng Chun-Hsin; fencer Chen Yi-Tung; volleyball player Huang Pei-Hung;
extreme marathoner Tommy Chen; Rising Star RG, etc.

Note: The above items and results are not limited to Mandarin Airlines and Tigerair Taiwan.

Mandarin Airlines also sponsored tickets for Taiwanese
baseball star Chen Wei-Yin to participate in a baseball
camp held in Taitung. In the event, he taught young players
solid basic skills, encouraged them to bravely pursue their
dreams, and expressed the hope that they will shine on the
international stage and become rising stars.

Chen Wei-Yin flies with Mandarin Airlines to participate in a baseball camp in
Taitung

Chen Wei-Yin gives special instruction on pitching skills
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2-5-4 Empowering the Disadvantaged to Gain Equal Social Opportunities

As a corporate citizen and a player in the aviation industry, CAL bears responsibilities for social sustainability and economic
development. By utilizing our core strengths and capabilities, CAL continues to fulfill our commitment to creating social value.

2019 Performance

Theme Item
Number of Beneficiaries Amount Invested (TWD)

Disadvantaged students, seniors and members of
Caring for the Disadvantaged g 61,448 2,762,036

the general public

Note: The above items and results are not limited to Mandarin Airlines and Tigerair Taiwan.

Caring for the Disadvantaged

CAL is deeply aware that fulfilling our corporate social responsibility isn't only a matter of making donations. Instead, CAL has
endeavored to fulfill social equality and development through its resources and specializations. This has been done in the hope
of helping the disadvantaged to improve their quality of life and their education levels.

Disadvantaged Students and Communities

CAL's Love All Around team consists of CAL employees who volunteer to provide care for schoolchildren in remote areas, and
teach children aviation knowledge during employees' days off. Since 2014, they have visited 53 elementary and junior high
schools and social welfare organizations in 15 cities / counties and 27 townships across Taiwan, providing care for 3,207
students. CAL employees also teamed up to visit remote schools in Taitung and teach 345 students aviation knowledge, in the
hope of cultivating more potential talents. In 2019, our cabin crew organized 15 fundraisers and charity bazaars to provide
needed assistance for disadvantaged organizations. There were 58,035 beneficiaries. CAL has been doing our utmost for
corporate social responsibility by organizing charity events for schoolchildren in remote areas with associated athletes. In
2019, in addition to the China Airlines 60 to Go Charity Meet & Greet with Jeremy Lin, CAL invited Taiwanese baseball stars
Chen Wei-Yin and Wang Wei-Chung to share their experiences at the CAL Baseball Camp. By organizing these charity events,
CAL aimed to cultivate Taiwanese rising athletes.

The Love All Around team has warm interactions with students Participants at the China Airlines 60 to Go Charity Meet & Greet with Jeremy Lin

CAL Baseball Camp cultivates Taiwanese rising athletes

CAL Baseball Camp invited Taiwanese baseball stars Chen Wei-Yin and Wang
Wei-Chung to share their experiences

CAL volunteers taught aviation knowledge

CAL sponsored tickets (Taipei-Vienna) for the Flying Fish team from Orchid
Island's Yayu Elementary School
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Mandarin Airlines has striven to care of the disadvantaged in Hualien and Taitung for many years.
In celebration of the 28t anniversary, Mandarin Airlines specially organized a charity bazaar
and fair; Mandarin Airlines donated the proceeds, which totaled TWD 100,000 and five boxes of
supplies to Hannah's Hope Home in Taitung, in hopes of creating a new home for orphans under 2
years old in Hualien and Taitung.

After more than two years of planning and construction by the Taitung Christian Hospital and
partners, the Xinshi Building was officially inaugurated to provide day care for elderly persons
with disabilities or dementia and orphans under 2 years old.

Mandarin Airlines donates TWD 100,000 in bazaar proceeds to Hannah's Hope Home

Tigerair Taiwan worked with Taiwan Taoyuan International Airport to organize a two-session
flight safety workshop, where the importance of flight safety was explained in simple
language to a total of 50 schoolchildren. The event also instilled the concept of safety in the
schoolchildren, in hopes that they will fly properly when traveling abroad in the future.

Tigerair Taiwan works with Taiwan Taoyuan International Airport to organize the flight safety workshop
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Tigerair Taiwan, the Taiwan Fund for Children and Families, and the Transportation Bureau of
Kaohsiung City Government joined forces to launch the Take a Bus for Charity event, in which
citizens were encouraged to use public transport during the summer.

Every time a passenger traveled by bus with a registered iPASS during the event, the
Transportation Bureau of Kaohsiung City Government donated TWD 1 to the Taiwan Fund for
Children and Families to support disadvantaged children. In addition, each participant was
entered into a prize drawing for Tigerair Taiwan tickets.

Tigerair Taiwan, the Taiwan Fund for Children and Families, and the Transportation Bureau of Kaohsiung City Government
join forces to launch the Take a Bus for Charity event

Accidental fires that happened in some nursing homes caused people to be worried about
fire safety in Taiwan's nursing homes. In accordance with laws and regulations, the Genesis
Social Welfare Foundation pursued a fire-fighting equipment upgrade plan to make all rooms
easily evacuated. To help the Genesis Social Welfare Foundation sell Fire-fighting and Safety
Charity Fair passes, Tigerair Taiwan sponsored tickets to attract more participation in the
event, greater donations for fire-fighting equipment, and upgrading and making nursing
homes safer for people in vegetative states.

Tigerair Taiwan works with the Genesis Social Welfare Foundation to promote the Fire Fighting and Safety Charity Fair
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Senior Citizens

Upholding the spirit of "treating our family elders as they ought to be treated, as well as
the elders of others,” we have long partnered with the Huashan Social Welfare Foundation
to provide care for senior citizens in Taiwan. In 2019, CAL continued to engage in social
sustainability by organizing three events (Chinese New Year, Dragon Boat Festival, and Mid-
Autumn Festival Celebration) for 400 senior citizens. In addition, our volunteers visited senior
citizens and offered them gifts during festivals for delivering care and making them warm-
hearted atmosphere in order to enforce the social sustainability.

CAL volunteers participate in the Mid-Autumn Festival Celebration

Volunteers from CAL and the Huashan Social Welfare CAL volunteers participate in the Mid-Autumn Festival
Foundation with one of the seniors Celebration

In 2019, Mandarin Airlines continued to provide care for elderly persons living alone in Nantou
County by holding a charity bazaar, at which second-hand clothes, toys, and accessories
donated by employees were sold. TWD 90,000 in bazaar proceeds was donated to the Life
Reconstruction Association for meal delivery services.

The Life Reconstruction Association delivers meals to elderly persons living alone
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2-5-5 Creating a Sustainable Society

CAL has long committed ourselves to social welfare and social development with our
resources, in the hope of creating a positive cycle of social and business development. For
this purpose, CAL conducts quantitative evaluations of our social investment with financial
data and makes timely adjustments of social investments based on the results of evaluations,
in the hope of achieving social sustainability.

Social Investment Evaluation

CAL has long been enthusiastic about public welfare and giving back to society. Since 2015, it
has adopted the London Benchmarking Group (LBG) model to analyze the effectiveness of social
investment and quantify the influences of various resources invested in society and the business
itself. Since 2019, CAL has further introduced the social return on investment (SROI) evaluation
method to analyze the resources invested and subsequent benefits, scientifically evaluate the
Company's resources, and make the appropriate allocation based on efficiency. CAL has met the
expectations of various stakeholders and achieved the true value of creating a sustainable society.

CAL took the 2019 CAL volunteer teaching activity as the target for calculation. According to the
SROI evaluation method, the calculation result of this activity is 5.11, which means that for every
TWD 1 invested, TWD 5.11 of social benefit can be generated. The volunteer teaching activity
not only enriched the existing teaching resources for school teachers but also stimulated
students' interest in aviation services. These benefits have echoed CAL's charity development
in the cultivation of aviation talents to which CAL has attached great importance for a long time.
In the future, CAL will continue to review SROI forecasts as well as feedback and suggestions
from stakeholder engagement, while adjusting the resources invested to continuously enhance
positive social benefits. The relevant content above is shown in the figure below.

Input Output
TWD1 —> TWD5.11
- ‘ TWD 218,242.00 ‘ TWD 1,115,916.24
China CAL School
Airlines ‘ Volunteers ‘ Teachers ‘
\ | \ |

1. Increase the happiness of learning

1. Improve the corporate image of the
organization

2. Arouse interest in aviation services

2. Enhance spiritual satisfaction

3. Increase aviation safety expertise
3. Improve interpersonal relationships

4. Increase teaching resources
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For the contribution to social investments, CAL donated TWD 22,068,438 in 2019. Commercial initiatives, charitable events and community investments represented 70%, 3%, and 27% of our total
social investment, respectively. Social investments could be categorized into materials, money, volunteers, and management overhead, which represented 47%, 35%, 4% and 14%, respectively. For

more information, refer to the table below.

Type of Social Investment

Amount (TWD) 2019
Item
2017 2018 2019 Content Percentage (%)
« Supported public forums and cultural events
Commercial Initiatives 43,119,512 29,560,138 15,384,554 70
» Sponsored Taiwanese athletes in international events
* Provided domestic and international disaster relief
Charitable Events 1,250,200 4,964,813 728,867 3
» Sponsored educational events
» Organized supportive events for the disadvantaged
Community Investments 1,729,703 1,379,995 5,955,017 | « Taught English at elementary schools 27
« Coastal cleanup
Input of Social Investment
Amount (TWD) 2019
Program
2017 2018 2019 Content Percentage (%)
Material Donations 17,274,055 18,684,751 10,328,290 | Donation of flight tickets and in-flight products 47
Monetary Donations 27,716,057 16,265,200 7,746,631 | Cash input for each event 35
Employee Volunteers 367,612 478,800 960,132 | Volunteers for park tours, teaching, and coastal cleanup 4
Management Overhead 741,691 476,195 3,033,385 | Overhead for various activities 14
Effectiveness of Social Investment
Item 2017 2018 2019
Amount of Social Investments 77,555,512 114,870,682 60,502,597
Number of Beneficiaries 31,641 45,598 162,933

Volume of Media Exposure

214 / Number of Facebook fans: 814,733

192 / Number of Facebook fans: 927,693

196 / Number of Facebook fans: 1,019,990

Number of Flight Tickets Sponsored

271

381

333
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Environmental / Social Effectiveness

Sponsorship Content / Reach Amount (TWD)

2019 Taiwan Lantern Festival; Eden Social Welfare
Foundation; Down Syndrome Foundation R.0.C.;

2019 Future Commerce; Huashan Social Welfare 12,132,282
Foundation; Make a Wish Association; 2019 Taiwan

Other Donations for Art
and Charitable Events

Plus, etc.

Reunion Event Approximately 300 beneficiaries 192,236 (Note 1)

Coastal Cleanup at
Tamsui's Shalun Beach
and in Qijin District,
Kaohsiung

Approximately 552 participants 1,251,119 (Note 2)

Aviation English Teaching | 1,932 elementary school students 1,352,400 (Note 3)

Knowledge-Sharing
Platform Project, Global

A imately 44,472 el t hool st t 2,400 (Note &4
Kids Junior Monthly, with pproximately 44, elementary school students 662,400 (Note 4)
Global Views
CAL Headquarters Visits 1,071 participants 280,000 (Note 5)

Benefits to Business Operations

Indicator Content / Reach Amount (TWD)

Media Exposure :llgc:;a(?r;gorts: 196 Number of Facebook fans: 19,600,000 (Note &)

Number of Flight Tickets

333 10,328,290
Sponsored

Revenue from Flight

3,736,861 (Note 7
Tickets Sponsored (Note 7)

Flight tickets sponsored at a discount

Revenue from Students

823 student flight ticket 10,967,009
Flight Tickets student fght tickets

The effectiveness of social involvement is calculated as follows:

Note 1: Meals, and transportation, and miscellaneous fees (TWD182,090) + personnel cost (19 volunteers x TWD178
(average hourly wage) x 3 hours) = TWD10,146.

Note 2: Meals, events, transportation, and miscellaneous fees (TWD517,610) + personnel cost (464 volunteers x TWD178
(average hourly wage) x 58 hours) = TWD279,816.

Note 3: Tuition: TWD350 / lesson (2 hours) per student x 1,932 students = TWD1,352,400.

Note 4: 184 magazines / month subscribed to x TWD300 x 12 months = TWD662,400.

Note 5: 28 visiting fee x TWD10,000 (basic fee per regular visit) = TWD280,000.

Note 6: The benefits from media exposure cannot be estimated and are thus calculated by ad placement: TWD100,000 /
ad x 196 ads = TWD19,600,000.
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Note 7: Total amount of flight tickets (TWD5,670,324) — discount (TWD1,933,463) = TWD3,736,861 (revenue).
Note 8: As the aforementioned effectiveness of social involvement is hard to quantify, the environmental / social
effectiveness is presented by cost.

Future Plans

1. Enhancing the overall quality of national education

In 2019, CAL increased the proportion of our educational investment to 10%. This included
sponsoring tickets for Orchid Island’'s Yayu Elementary School to participate in the
International Festival of Children's Folk Ensembles-Festival of the Children of Mountains in
Poland, and launching the Knowledge-sharing Platform Charity Project with the Global Views
Educational Foundation, to provide more learning opportunities for disadvantaged students.
In 2020, CAL will continue to invest in education projects and organize at least one long-term
education charity project, to enhance the overall quality of national education. In organizing
the volunteer teaching program, CAL will adopt the SROI model to identify and set the primary
orientations for social sustainability. To increase opportunities for students to receive
international education, CAL plans to take advantage of our aviation resources and develop
scholarships or student flight ticket programs within academia-industry partnerships, in the
hopes of cultivating potential talents for the aviation industry

2. Increasing Taiwan's international visibility

In 2019, CAL sponsored a number of international exchange activities to effectively promote
international visibility for both local brands and CAL, making Taiwan known worldwide through
cultural diplomacy. A total of 30 international exchange events and 123 tickets were sponsored
by CAL in 2019. In 2020, CAL will continue building on our achievements, and keep increasing
Taiwan's international visibility and brand awareness, in order to strengthen Taiwan's
international influence and competitiveness through soft power. By sponsoring flight tickets
and cooperating with domestic organizations / enterprises, CAL aims to promote economic
growth, employment assistance, and social well-being in underdeveloped areas / developing
countries, all while increasing the visibility of both local brands and CAL.

3. Helping the disadvantaged overcome difficulties

In 2019, CAL sponsored 69 projects, of which 12 projects were charity events, for an
achievement rate of 100%. In 2020, CAL will strengthen cooperation with non-profit
organizations / groups to provide equal opportunities for socially disadvantaged persons.
CAL aims to increase our charity event sponsorship rate to 20%, in hopes of helping the
socially disadvantaged obtain the resources they need and overcome the difficulties they
encounter in life. In the future, CAL will work with volunteer associations / international
charity organizations to develop long-term, strategic sponsorship plans and action plans.
By becoming deeply involved, we will provide comprehensive and uninterrupted assistance,
from companionship to capacity building, for the socially disadvantaged.
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3 - 1 Corporate

Governance

Highlights

4™ Time selected for DISI Emerging Markets Index

The only Taiwanese airline selected for DJSI Emerging Markets for four
DJSI/ 4" consecutive years and ranked in 3" place among the world's airlines.

FTSE /4"

4" Time selected for
FTSE4Good Emerging Index

Selected in the FTSE4Good Emerging
Index for four consecutive years.

S

TIP /2™

2" Time selected for
FTSE4Good TIP Taiwan ESG
Index

Selected in the FTSE4Good TIP Taiwan
ESG Index for two consecutive years.

A\

3" Time selected for Taiwan EMP 99 Index
and Taiwan HC100 Index

Selected in the Taiwan Employment Creation 99 Index and the
Taiwan High Compensation 100 Index for three consecutive years.

J

Top 5% of TWSE / TPEx listed companies
5%

Ranked in the top 5% of TWSE / TPEXx listed companies in the fifth
\R Corporate Governance Evaluation.
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3-1-1 Governance Framework

Board of Directors

As the highest governing organization at CAL, the Board of Directors is responsible for
supervising, resolving on crucial issues, and guiding management, in addition to formulating
and complying with policies and rules, in accordance with both laws and regulations, and with
the powers granted by the shareholders' meetings. The composition of the Board of Directors
is diverse; it is based on talent, regardless of gender, nationality, or race.

A total of eleven directors have been elected to the 215t term Board of Directors, including
three independent directors, two of whom are female, with good qualities and expertise or
experience in management of international companies. The tenure of the 215t term Board of
Directors is three years (from June 27, 2018 to June 26, 2021). CAL convenes Board meetings
at least five times every year and may convene extraordinary meetings for important or
urgent business needs.

As of 2019, shareholders holding more than 5% of CAL's shares are as follows

Major Shareholder Contributions to Taiwan Percentage of
Shares Held
China Aviation Striving for the development of Taiwan's aviation
Development business, national traffic construction, research, and 34.45%
Foundation event promotion
National Development Accelerating industrial innovation, economic 9599
Fund, Executive Yuan transformation, and national development 7

Note: For experience / education, concurrent posts, expertise, field of experience, compliance of independence, and the
operations of the Board of Directors, refer to the CAL's Annual Report


http://calec.china-airlines.com/annual-report/annual_2019.pdf
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Functional Committees of the Board

The Board of Directors has three functional committees: the Remuneration Committee, Audit
Committee, and Risk Management Committee. These help the Board of Directors with its
supervision and guidance when meetings are convened; in accordance with the respective
organizational regulations adopted by the Board of Directors, these committees exercise the
powers granted them by law to review and discuss relevant issues, then regularly submit
their conclusions and recommendations to the Board of Directors for resolution. Based on the
powers specified in the CAL's Remuneration Committee Charter, the Remuneration Committee
periodically reviews performance evaluations and remuneration policies, systems, standards,
and structures for directors and managerial officers.

Functional Committees

Audit Committee

Frequency of Meetings : At least once every quarter

Composed of all independent directors and is responsible for helping
the Board of Directors perform its duties, including supervision of
fair presentation of CAL's financial statements, selection (dismissal),
independence and performance of CPAs, implementation of internal
controls, and compliance with corporate laws and regulations, as well as
other statutory tasks.

Remuneration Committee E:

[=]
w

e‘ Frequency of Meetings : At least twice every year
@ Responsible for evaluating the overall remuneration E:_
and welfarfa policy for directors and executives on a CAL's Remuneration
regular basis. Committee Charter

Risk Management Committee

Frequency of Meetings : Once every quarter

(h ] Responsible for helping the Board of Directors review the establishment,
implementation, and countermeasures of CAL's overall strategy for risk

management in terms of finance, economy, and flight safety.

General Audit Office

To enforce corporate sustainability, the General Audit Office is responsible for auditing the
corporate governance system to prevent fraudulent activities and corruption. The results
of audits are continually followed and required to be corrected by the given time limit.
The audited cases in 2019 are summarized below by category. All of the cases have been
corrected and reported to the General Audit Office for approval.
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Audited Cases in 2019

Type of Cases Number of Cases Number of Number of

yp Audited Comments Corrections

Head Office 15 97 97

Branch 51 260 260

Subsidiary 10 61 61
- - None, all complying

Transaction in Derivative Products 12 . . -
with regulations

Procedures for Lending Funds and 4 1 1

Making Endorsements / Guarantees

The General Audit Office has also established a whistle-blowing mechanism to report
fraudulent activities and unethical conduct. If it is found that an employee of CAL or its affiliates
is misusing his / her position to take bribes or behave in violation of his / her duties for the
purpose of obtaining unlawful benefits for himself / herself or others, thereby causing losses to
CAL's property or reputation, an employee or an external partner (e.g., a supplier) is encouraged
to report this matter through the management mechanism or through the independent mailbox
(auditor@china-airlines.com) published on the website (Stakeholder Contact-Business Conduct)
and in the Annual Report (Corporate Governance Report-Corporate Governance).

Corporate Governance Framework

Shareholders Meeting
[ ]
General Audit Office Board of Directors

L]
Risk Management Remuneration

L]
Audit
Committee

Committee Committee



https://www.china-airlines.com/tw/zh/Images/%E8%96%AA%E8%B3%87%E5%A0%B1%E9%85%AC%E5%A7%94%E5%93%A1%E6%9C%83%E7%B5%84%E7%B9%94%E8%A6%8F%E7%A8%8B_tcm303-3382.pdf
mailto:auditor%40china-airlines.com?subject=
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3 - 1 _2 Reg u la to ry CO m p lia g (o o CR! 102-16, 103-1, 103-2, 103-3, 205-2, 412-2

Internal Regulations and Code of Conduct

As regulatory compliance and integrity are the basis of business management, CAL shapes
its corporate culture and value through the formulation of internal regulations and codes
of conduct that attach great importance to business integrity. To establish sound corporate
governance as its business foundation, CAL has set the Code of Corporate Governance, the
Board Directors Code of Ethical Conduct, Executive Code of Ethical Conduct, the Procedure
for Handling Material Inside Information, the Ethical Corporate Management Best Practice
Principles, and the Procedures for Ethical Management and Guidelines for Conduct. CAL fully
complies with related laws and regulations and also commits itself to the following six major
principles: protecting shareholders' rights and interests; strengthening Board of Directors
functions; adhering to regulations concerning the Board; adopting decision-making procedures
of the Board (including avoidance of conflicts of interests); respecting stakeholders' rights
and interests; and enhancing information transparency. In accordance with Article 9 of the

List of Internal Regulations
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Procedures for Ethical Management and Guidelines for Conduct, CAL takes a political neutral
stance and does not make any political contributions, so we have never provided political
donations. In addition, the Board of Directors Code of Ethical Conduct and Employee Code
of Conduct have been formulated to ensure that both the Board of Directors and employees
behave ethically and comply with anti-corruption laws. In 2017, CAL formulated the China
Airlines Group Code of Conduct and implemented online training thereof. A total of 6,382
employees attended 3,191 hours of training. In 2018, 4,795 employees attended 2,398 hours
of second-phase training. In 2019's third-phase training (flight crew). 1,293 employees did
647 hours of training, for a three-year total of 12,470 trainees and 6,236 training hours and a
98.17% completion rate. In 2020, CAL will continue to implement training for employees who
have not completed training. In 2019, we also officially informed our affiliates to organize
training on the China Airlines Group Code of Conduct. As suppliers are important partners,
CAL also requires that suppliers agree to and implement the Supplier Code of Conduct, which
stipulates compliance, anti-corruption, and other concepts.

Note 1: Trainees include separated employees.
Note 2: The completion rate is calculated based on the December 31, 2019 trainee numbers.

Name Regulating Object(s)

Objective

Code of Corporate Governance CAL and its subsidiaries

To establish a sound corporate governance system

Ethical Corporate Management Best

To strengthen CAL's corporate culture that values business integrity and to

Practice Principles

Directors, managers, employees, and appointees of CAL and those having substantial control

improve the business environment for sustainable development

Procedures for Ethical Management and
Guidelines for Conduct

Directors, managers, employees, and appointees of CAL and its subsidiaries and those having
substantial control

To implement the policy of business integrity, to actively prevent fraudulent
conduct, and to regulate matters that should be taken care of by employees
when performing business

Procedure for Handling Material
Inside Information

Directors, managers, and employees of CAL and those knowing CAL's material inside information
due to their identity, occupation or control

To avoid improper disclosure of information and to ensure the consistency
and correctness of information published by CAL

Board Directors Code of Ethical
Conduct

All directors

To regulate the ethics and conduct of directors when performing their duties
in pursuit of CAL's maximum benefits and sustainable development

Executive Code of Ethical Conduct

CAL's representative (Chairman) and managers (including President, Senior Vice President
and equivalents, head of Finance Department, head of Accounting Department, and officers
managing affairs and having the right to sign on behalf of the Company)

To guide executives to follow the ethics and conduct and to help stakeholders
better understand the Company's code of ethics

Employee Code of Conduct

All employees

To guide employees to follow the codes of conduct covering anti-corruption in
the workplace

CAL Code of Conduct

Employees and suppliers of the Company and its subsidiaries, any foundation to which the
Company's direct or indirect contribution of funds exceeds 50 percent of the total funds received,
and other institutions or juridical persons which are substantially controlled by the Company.

To guide the CAL Group to follow related laws and regulations and shape a
corporate culture that creates sustainable value for stakeholders

Supplier Code of Conduct

All suppliers and contractors

To achieve the goal of sustainable supply chain management, so as to
increase the sustainability of a large number of suppliers



https://www.china-airlines.com/tw/en/Images/CAL_Code_of_Corporate_Governance_tcm264-3499.pdf
https://www.china-airlines.com/tw/en/Images/CAL_Ethical_Corporate_Management_Best_Practice_Principles_tcm264-3455.pdf
https://www.china-airlines.com/tw/en/Images/CAL_Ethical_Corporate_Management_Best_Practice_Principles_tcm264-3455.pdf
http://calec.china-airlines.com/csr/en/download/pages/procedures_for_ethical_management_and_guidelines_for_conduct.pdf
http://calec.china-airlines.com/csr/en/download/pages/procedures_for_ethical_management_and_guidelines_for_conduct.pdf
https://www.china-airlines.com/tw/zh/Images/rule_8-476c_tcm303-3289.pdf
https://www.china-airlines.com/tw/zh/Images/rule_8-476c_tcm303-3289.pdf
https://www.china-airlines.com/tw/zh/Images/09_%E4%B8%AD%E8%8F%AF%E8%88%AA%E7%A9%BA%E5%85%AC%E5%8F%B8%E8%91%A3%E4%BA%8B%E9%81%93%E5%BE%B7%E8%A1%8C%E7%82%BA%E6%BA%96%E5%89%87_tcm303-3474.pdf
https://www.china-airlines.com/tw/zh/Images/09_%E4%B8%AD%E8%8F%AF%E8%88%AA%E7%A9%BA%E5%85%AC%E5%8F%B8%E8%91%A3%E4%BA%8B%E9%81%93%E5%BE%B7%E8%A1%8C%E7%82%BA%E6%BA%96%E5%89%87_tcm303-3474.pdf
https://www.china-airlines.com/tw/zh/Images/rule_1-4efb_tcm303-3231.pdf
https://www.china-airlines.com/tw/en/Images/CAL_Employee_Code_of_Conduct_tcm264-3404.pdf
https://www.china-airlines.com/tw/en/Images/China-Airlines-Group-Code-of-Conduct-EN_tcm264-3427.pdf
http://calec.china-airlines.com/csr/en/download/pages/supplier_code_of_conduct.pdf
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3_2 Risk

Manaagement

v

3-2-1 Risk Management Mechanisms FEZH

Risk Governance and Structure

Risk management is at the core of a company's sustainable development. Facing increasingly
new types of risks, the Board of Directors has set up the Risk Committee to help review the
formulation, implementation, and countermeasures of risk management strategies; units
in charge are also required to manage and control the major types of risks. In addition,
risks involving safety and business operations are at the management level and cross-
departmental. The Corporate Safety Committee and the Corporate Sustainability Committee
have been established under the President; units in charge are responsible to identify and
evaluate potential risks faced by CAL, propose countermeasures, and report results to
related committees and meetings on a regular basis. Senior Vice President (Finance) is our
highest level in charge of risk management and Senior Vice President (Flight Operation) is
our highest level for auditing risk management.

Enterprise Risk Management Framework and Procedures

CAL's risk management framework complies with the framework of Enterprise Risk
Management (ERM), where a multi-level organizational approach is adopted to manage and
control the overall risks of CAL. The framework emphasizes the inter-correlations between
different risks to reduce the overall impact. The framework identifies traditional risks and
risks of medium / long-term strategies. All risk impacts and countermeasures are analyzed
and proposed through event identification, risk analysis, risk assessment, and risk control,
and then followed up and reviewed by the Risk Management Committee and the Corporate
Sustainability Committee.

Risk Governance and Structure of CAL

The Board of Risk

Director-Risk
Supervision

Committee

Corporate
Safety
Committee

The Management-Risk

Management

The Working Corporate

Level-Risk Control Safety Div.
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A

To assist the Board in reviewing the formulation
of various risk management strategies

President Office

Senior Vice President

A

Corporate To oversee all accountable division,
SIBEMELIIA  which identify and evaluate
(L LTIEER  otential risk faced by CAL

Corporate
Development
Div.

Finance Div.



7
b x@mzm
()\) SUSTAINABILITY WE CARE

Content

0 Preface

1 Sustainability Management
Overview

2 Value Creation

3 Sustainability Governance
3-1 Corporate Governance

3-2 Risk Management

Appendix

CAL ERM Model and Procedure

Source Identification & Correlation Analyze & Evaluation .

A

1. Traditional Risk:

' |

the Risk Committee supervises q
cross-sectional traditional risk and
. i reports to the Board
Traditional Risk

2. Strategic Risk:

Corporate' Safety & Security the corporate sustainability

Safety Office . . .
committee supervise strategic risk
and reports to the Board

Corporate Business Operations

Development Office P

Finance Division Finance-related Top-down Risk

Identification

Identifying the most impact risk
in corporate governance level

Strategic Risk and comfirming the risk correlation

Corporate

Emerging Risk
Development Office

Bottom-up Risk
Identification

Corporate Safety Office Environmental Risk

Accountable division identifies the q

Feedback

Supervising & Monitoring

VAN

Risk Matrix

By evaluating the risk severity and
risk probability through sensitivity
analysis, pressure test and all the
identified risk events, in order to
categorize the risk level to CAL

N

Communicating & Consulting

Feedback

potential risks and reports to the
relevant committees
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Based on the risk matrix, the
accountable division will further
track & review the high risk event

and mitigate the risk.
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d)/) X 48 % B 3-2-2 Risk Identification and Countermeasures

() ) SUSTAINABILITY WE CARE CAL manages risks with consideration of the business environment and daily operations in the aviation industry. Risk incidents have different impacts on business operations, in terms of their
regions, degrees, and timeliness; risk incidents fall into certain categories and periods of time. If risks are monitored by a single mechanism, doing so may compromise the risk control results. In
view of this, CAL divides risk sources by medium-term / long-term strategic risks and traditional risks, and then monitors the risks through the existing Business Strategy Management and Annual
Business Plan / Operational Risk Management.

Content
Risk Management Analysis
0 Preface
[ Level of Risk : Medium-term / Long-term Strategic Risks Level of Risk : Level of Risk — Traditional Risks
1 SUStainabilitV Management A Medium-term / Long-term Strategic or Structural Impact & Short-term Business or Operational Impact
Overview e— More than One Year Less than One Year

2 Value Creation 47 %7
A

Business Strategy Management Annual Business Plan / Operational Risk Management (reported by the Risk Management Committee)

3 Sustainability Governance

3-1 Corporate Governance Monitoring Mechanisms Monitoring Mechanisms

3-2 Risk Management 1. Collect industry information, such as internal and external
forecasts on market trends and competitor dynamics, every three Risk Identification
Appendix to five years; conduct SWOT analysis

Review internal and external environments; identify regular risk incidents that may have short-term
impacts on business operations

Analyze the impact of risk incidents on business operations in terms of two aspects: Importance to
Stakeholders (impact on society and economy / aviation industry; correlation with CAL or relevant
departments); and Impact on CAL (impact on finances, operations, or sales; possibility of violations or
fines; impact on corporate brand or reputation)

2. Develop the company vision, mission, and medium-term / long-

term strategies, based on the results of SWOT analysis GELTUELZIE

Create an operational risk matrix based on two risk analysis aspects, to assess degree of risk for each
incident

Risk Assessment

Risk Control Develop countermeasures to mitigate impact of high-risk incidents on business operations

<

Change to Strategic Risks | Release from Control |

Ongoing Impact a Year Later Zero Impact a Year Later

CAL has established an emerging risk identification process, completed a risk matrix for emerging risks, regularly conducted risk assessment and develop countermeasures to mitigate the
impact of emerging risks in the aviation industry.
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Emerging Risk Matrix

High
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« Airline Data Breaches
« COVID-19
@
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=
o
=
(]
=
it
7]
b=
[
(%)
[=
[
5
g- e Congested Airport
- « Anti-Extradition Bill
Movement
Low
Samll ) Large
Impact on CAL
High Risk: Immediate Correction Medium Risk: Follow-up Low Risk: Acceptable

Traditional Risks

Traditional risks refer to short-term risk incidents that have an impact on business operations
for less than one year and can be solved in a short period of time. CAL manages traditional
risks — divided into safety , operational , and financial — with the goals of mitigating risks,
strengthening resilience to crises, protecting stakeholders' interests, and enhancing corporate
sustainability.

1. Safety Risk Management

Safety is the foundation of the aviation industry. Customer trust can only be earned by having
an outstanding record of flight safety. Based on the Safety Management System (SMS) and the
procedures for safety risk management, the Corporate Safety Office reviews and evaluates
internal and external operational risks with respect to flight operations, maintenance, cabin
services, and ground operations, then proposes corrective measures. (Refer to to 2-1 Trust)

2. Business Operational Risk Management

The aviation industry faces an ever-changing business environment. Apart from major
political and economic turmoil, internal and external contingencies may also have
considerable impact on CAL. The Corporate Development Office analyzes potential
risk incidents that may have an impact on business operations, and develops concrete
countermeasures based on the analysis results in order to reduce risks' impact on the
Business Strategies and on the Annual Business Plan. (Refer to 1-1-2 Analysis of Business
Environment in the Aviation Industry)

120

3. Financial Risk Management

Economic and financial situations at home and abroad can also affect CAL's business results.
Interest rates, exchange rates, inflation, and fuel represent the major costs to airlines; such
costs are very sensitive to external factors and can become quite volatile. Therefore, the
Finance Division confines these major costs within a certain range using financial hedging
instruments, monitors financial risks on a regular basis, and develops relevant strategies
and measures to achieve the goals of financial risk management. (Refer to1-1-2 Analysis of
Business Environment in the Aviation Industry)

Mid-term / Long-term Strategic Risks

Medium-term / long-term strategic risks refer to risk incidents that have a strategic or
structural impact on business operations for more than one year, and which cannot be solved
in a short period of time. CAL reviews and analyzes its market position and collects industry
information, such as internal and external forecasts on market trends and competitor
dynamics, every three to five years, then conducts SWOT analysis, and develops the company
vision, mission, and medium-term / long-term strategies based on the analysis results.

1. Environmental Risk Management

As we are aware of the direct impact and materiality of climate issues in the aviation industry,
and in response to the voluntary carbon reduction initiatives of the International Civil Aviation
Organization (ICAO), the International Air Transport Association (IATA), and the MOTC Civil
Aeronautics Administration, CAL has set three major phased objectives for flight and ground
operations. Since 2018, CAL has further established the Task Force on Climate-Related
Financial Disclosures (TCFD). The TCFD is in charge of identifying risks and opportunities, as
well as strengthening company-wide carbon management and adaptation to climate change.
(Refer to 2-4-2 Climate Change Mitigation and Adaptation)

2. Emerging Risk Management

The Global Risks Report published by the World Economic Forum (WEF) every January divides
risks into five categories: Economic, environmental, geopolitical, social, and technological.
New risk categories arising from the rapid development of emerging technologies, climate,
demographic changes, information security, and cyber attacks have increased, along with
gradually increasing likelihood of such risk incidents. In view of this, CAL has incorporated
these identified emerging risks within the scope of risk management, and reviews emerging
risks on a regular basis, as well as developing relevant countermeasures.

e Anti-Extradition Bill Movement
The Anti-Extradition Bill movement has escalated since June 2019, significantly reducing
global tourists' willingness to travel to Hong Kong. In 2019, the number of visitors to Hong
Kong was 55.9 million, a decrease of 14.2% year-on-year. In addition to Mainland China, the
number of visitors to Hong Kong from around the world declined throughout the year, within
Mainland China and short-haul markets falling by 14.2% and 18.6% and the long-haul and
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new markets falling by 12.7% to 13.4%, respectively The number of overnight and same-day travelers also decreased by 18.8%
and 10.4%, respectively, throughout the year. The 2019-20 Hong Kong protests had an ongoing impact on airlines' operations.
Hong Kong Airlines faced a financial crisis. To reduce costs, Cathay Pacific Airways reduced flights as planned, postponed the
delivery of new aircraft, and encouraged its employees to take unpaid leave. The load factor of passenger's flights to / from Hong
Kong showed negative year-on-year growth. In the short run, the market situation will remain "challenging and uncertain.”

Outbreak of COVID-19

Considering the outbreaks of severe acute respiratory syndrome (SARS) between 2002 and 2003; Middle East respiratory
syndrome coronavirus (MERS-CoV) between 2012 and 2015; Zika virus; Asfarviridae; H5N1; and H1N1, one of the priorities for
the aviation industry has to be creating a total epidemic prevention network, providing employees with a healthier and safer
work environment, and protecting the health and safety of passengers. As COVID-19 raged, the number of confirmed cases and
deaths in China continued to rise, while countries around the world took precaution measures and airlines reduced or cancelled
flights to / from China. Cathay Pacific Airways, EVA Air, and Starlux Airlines cancelled more than 750 flights to / from China, Hong
Kong, and Macao. As COVID-19's mount higher than SARS, the aviation industry's prospects may remain clouded.

Airline Data Breaches

In recent years, increased awareness regarding privacy protection and personal data security has made personal data
protection a critical focus in business management, both in Taiwan and overseas. Laws such as the European Union's 2018
General Data Protection Regulations (GDPR) and January 2020's California Consumer Privacy Act (CCPA) demonstrate the
seriousness with which countries around the world are treating personal data and privacy protection. Under the GDPR,
Google's lack of consumer transparency resulted in the company being fined €50 million (c. TWD 1.76 billion) by the CNIL,
France’'s data protection watchdog. British Airways (BA) had security breaches in its website and smartphone app, which
resulted in hackers stealing over 500,000 passengers' data.

For this, BA was fined 183 million (c. TWD 6.4 billion) by the UK's Information Commissioner's Office (ICO). Cathay Pacific
Airways also experienced a data hack that affected 9.4 million passengers; as a result of this incident, the ICO faulted the
company for inadequate information security measures. However, the hack occurred before the GDPR had taken effect,
so in accordance with the former Data Protection Act, the penalty was only 500 thousand (c. TWD 19.2 million). To ensure
personal privacy and to protect the Company itself, CAL has published the Privacy Protection Policy and the Privacy Protection
Statement. These clarify to passengers how their information is collected, and what their rights are under the law. Through
these public statements, the Company makes clear our responsibilities for, and emphasis on, personal data protection.

Congested Airport

Infrastructure is vital to the development of the air transport industry. At present, Taiwan Taoyuan International Airport is already
overcapacity, and the construction of Terminal 3 has been delayed. This has had a significant impact on overall tourism, and on
inbound and outbound passenger traffic. These factors are keeping civil aviation transport operators from moving ahead, and
even aggravating flight delays. As defined by the Worldwide Slot Guidelines (WSG), a total of 198 airports worldwide, including 64
airports in the Asia-Pacific region and North Asia, will be classified as Level 3 overcrowded airports, requiring slot coordination,
by the summer of 2020. Taiwan Taoyuan International Airport and major airports in the Asia-Pacific region are on the list, which
shows the lack of sufficient air transport infrastructure in the Asia-Pacific region. Airport slots correlate with the expansion of
networks and airline routes. Because of the long construction period, it is difficult to address slot coordination in the short run,
which is seriously affecting the long-term development of all airlines.
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Duty-free Purchase of Cigarettes
on the Special Charter Flights

Background

CAL allowed passengers boarding a special charter
flight to order duty-free cigarettes beforehand,
and delivered the purchases as usual. Several
executives and employees of CAL were prosecuted
for suspected violations of the Tax Collection Act.
The case is currently being tried by the Taiwan Taipei
District Court.

CAL's Action / Clarification

Regarding the duty-free purchases of cigarettes on
the special charter flight, CAL initiated an internal
investigation on July 22, 2019. The preliminary
investigation results have been reported to the
Ministry of Transportation and Communications and
disclosed to the public.

Correction

In the future, special charter flights will be subject
to the same duty-free product regulations as
scheduled flights. The quantity of cigarettes loaded
will be limited by the total passenger load. Controls
on duty-free product quantities for special charter
flights have also been set up to ensure that duty-free
products are loaded within control limits for spaces,
weights, and on-board delivery.
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Financial Performance

Five-Year Financial Summary

Consolidated Condensed Balance Sheet — Base on IFRS (CAL Group)

(Unit: TWD thousands)

Consolidated Condensed Statement of Comprehensive

Income — Based on IFRS (CAL Group)
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(Unit: TWD thousands; EPS (net) = TWD)

Year Financial Summary for the Last Five Years Year Financial Summary for the Last Five Years
Iltem 2015 2016 2017 2018 2019 Item 2015 2016 2017 2018 2019
Current assets 45,642,615 47,338,201 47,411,834 52,827,560 51,822,342 Revenue 145,056,217 | 141,079,107 | 156,121,785 | 170,711,607 | 168,444,160
Property, Plant and Equipment 129,628,866 | 140,136,737 | 153,617,531 | 163,107,718 | 145,886,971 Gross profit 20,268,374 18,005,906 21,972,411 17,207,531 16,686,928
Intangible assets 1,009,678 1,137,115 1,019,345 1,210,796 1,182,692 Operating profit (loss) 8,129,197 4,564,687 8,826,160 4,022,383 2,665,821
Oth t 45,645,150 35,888,706 23,850,922 12,990,508 94,155,974 - ing i
crasses Non-operating income and 994312 | -2,684836 |  -5302,197 941,134 | -2,762,638
expenses
Total assets 221,926,309 | 224,500,759 | 225,899,632 | 230,136,582 | 293,047,979
Pretax profit (loss) 7,134,885 1,879,851 3,523,963 3,081,249 -96,817
Current Before distribution 68,220,452 68,605,724 60,289,113 60,949,892 76,351,527
T Income from operations of
liabilities | Atter distribution 70,728,977  68,605.724 | 61,482,783 | 62,086,170 - continued segments - after tax 5,926,210 710,940 | 2,490,792 2,272,684 -675,002
Non-current liabilities 93,149,314 98,027,837 | 106,453,000 @ 109,139,606 @ 156,564,335 Income from discontinued ) ) ) ) _
operations
Total Before distribution 161,369,766 | 166,633,561 | 166,742,113 | 170,089,498 | 232,915,862
liabilities o Net income (loss) 5,926,210 710,940 2,490,792 2,272,684 -675,002
After distribution 163,878,291 | 166,633,561 | 167,935,783 | 171,225,776 -
Other comprehensive income
Equity attributable to (income / loss after taxes) 1,269,760 ~681,669 -1,113.176 -578,363 462,758
58,269,896 55,783,817 57,023,237 57,081,572 56,553,772
shareholders of the parent
Z°'al)°f°m‘;re';e"5"’e gamn 7,195,970 29,271 1,377,616 1,694,321 -212,244
Capital stock 54,708,901 54,708,901 = 54,709,846 | 54,209,846 = 54,209,846 oss) for the Year
Capital surplus 798,415 799,932 799.999 | 1,241,214 2,488,907 Net income attributable to 5.763.714 571540  2.208.066 1790361 | -1.199.798
shareholders of the parent T ' U o o
. Before distribution 2,872,235 206,092 1,664,405 1,615,661 -1,297,842
Retained Net income attributable to
earnings o L 162,496 139,400 282,726 482,323 524,796
After distribution 363,710 206,092 470,735 479,383 - non-controlling interest
Other equity interest -66,283 112,264 -107,641 58,223 1,196,233 Comprehensive income
attributable to shareholders 7,072,042 26,103 1,240,677 1,258,035 -647,085
Treasury shares -43,372 -43,372 -43,372 -43,372 -43,372 of the parent
Non-controlling interest 2,286,647 2,083,381 2,134,282 2,965,512 3,578,345 Comprehensive income
attributable to non- 123,928 3,168 136,939 436,286 434,841
Total Before distribution 60,556,543 57,867,198 59,157,519 60,047,084 60,132,117 controlling interest
equity After distribution 58,048,018 = 57,867,198 | 57,963,849 = 58,910,806 - Earnings (loss) per share 1.06 0.10 0.40 0.33 -0.22
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(Unit: TWD thousands)
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(Unit: TWD thousands; EPS (net) = TWD)

Year Financial Summary for the Last Five Years Year Financial Summary for the Last Five Years
Item 2015 2016 2017 2018 2019 ltem 2015 2016 2017 2018 2019
Current assets 37,904,039 39,908,492 = 37,933,696 42,932,859 40,989,612
Revenue 133,441,725 127,524,864  139,815211 150,264,792 146,372,401
Property, Plant and Equipment 118,446,472 | 129,121,632 | 142,265,548 | 149,029,054 | 131,029,886
Intangible assets 990,307 1,115,101 989,327 979,708 971,298
Gross profit 17,623,801 | 15275980 | 17,966,397 12,649,836 11,364,235
Other assets 51,802,032 41,394,218 30,729,421 21,972,600 95,885,709
Total asset 209,142, 211,539,443 211,917,992 | 214,914,221 | 268,876,
otatassets 0 850 539,443 68,876,505 Operating profit 7,885,097 | 4475707 | 7,358,114 | 1,847,567 80,235
Curreni | Beforedistribution | 64725525 64,339,805 54925364 55179834 68,000,173
liabilities | ptter distribution 67,234,050 | 64,339,805 56,119,034 56,316,112 - Non-operating income and 1047275 | 2938456 | -4.269.911 468.064 | 1267561
expenses T e U ' U
Non-current liabilities 86,147,429 91415821 | 99,969,391 102,652,815 | 144,322,560
Total Before distribution 150,872,954 | 155,755,626 | 154,894,755 | 157,832,649 | 212,322,733 Pretax profit (Loss) 6,837,822 1,537,251 3,088,203 2,315,631 -1,187,326
liabilities | Atter distribution 153,381,479 | 155,755,626 156,088,425 158,968,927 -
duity 58,269,896 = 55783,817 | 57,023,237 57,081,572 56,553,772 9
shareholders of the parent
) Income from discontinued ) B ) ) )
Capital stock 54,708,901 = 54,708,901 54,709,846 54,209,846 54,209,846 operations
Capital surplus 798,415 799,932 799,999 | 1241214 | 2,488,907
fetaineg | Before distribution 2,872,235 206,092 1664405 1,615661 1,297,842 Net income (loss) 5.763.714 571,540 | 2208066 | 1790361 | -1,199.798
€arnings  after distribution 363,710 206,092 470,735 479,383 -
o Other comprehensive income 1,308,328 545,437 967,389 -532,326 552,713
Other equity interest -66,283 112,264 -107,641 58,223 1,196,233 (income / loss after taxes)
Treasury shares -43,372 -43,372 -43,372 -43,372 -43,372 ] )
Total comprehensive gain 7,072,042 26,103 1,240,677 1,258,035 647,085
Non-controlling interest - - - - - (loss) for the year
Total Before distribution 58,269,896 = 55,783,817 | 57,023,237 57,081,572 56,553,772 ot bl
X : '";°$ea rf' t: anie °t 1.06 0.10 0.40 0.33 0.22
equity After distribution 55,761,371 55,783,817  55829,567 | 55945294 - shareholders of the paren
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Five-Year Financial Analysis
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Year

Financial Summary for the Last Five Years

Year

Financial Summary for the Last Five Years

Item \\\\\\\\\ 2015 2016 2017 2018 2019 Item T 2015 2016 2017 2018 2019
Debt ratio 72.71 74.22 73.81 73.91 79.48 Debt ratio 7214 73.63 73.09 73.44 78.97
Financial Financial
) ) ~ ) ) . ~ .
structure (%) | Ratio of long term capitaltoproperty, |\ oco 11124 10781 10373 | 148.54 structure (%) | Ratio of long term capitaltoproperty. 1,103 11400 11035 10718 | 153.31
plant and equipment plant and equipment
Current ratio 66.90 69.00 78.64 86.67 67.87 Current ratio 58.56 62.03 69.06 77.81 60.28
Solvency (%) | Quick ratio 53.06 53.16 59.46 67.50 54.57 Solvency (%) | Quick ratio 4454 45.82 49.03 57.87 45.87
Interest earned ratio (times) 496.25 | 265.40 | 369.02 |« 338.05  103.79 Interest earned ratio (times) 495.43 | 246.03 | 350.56 | 292.02 60.78
Accounts receivable turnover (times) 16.98 17.67 18.40 18.30 18.13 Accounts receivable turnover (times) 15.56 15.92 16.62 16.57 16.72
Average collection period 21.49 20.66 19.84 19.95 20.13 Average collection period 23.46 22.92 21.96 22.46 21.83
Inventory turnover (times) - - - - - Inventory turnover (times) - - - - -
Operating Accounts payable turnover (times) - - - - - Operating Accounts payable turnover (times) - - - - -
performance performance
Average days in sales - - - - - Average days in sales - - - - -
Property, plant and equipment turnover 1.07 1.05 1.06 1.08 1.09 P‘roperty, plant and equipment turnover 1.07 1.03 1.03 1.03 1.05
(times) (times)
Total assets turnover (times) 0.64 0.63 0.69 0.75 0.64 Total assets turnover (times) 0.62 0.61 0.66 0.70 0.61
Return on total assets (%) 3.28 0.80 1.60 1.48 0.76 Return on total assets (%) 3.36 0.75 1.54 1.33 0.51
Return on stockholders' equity (%) 10.63 1.20 4.26 3.81 -1.12 Return on stockholders' equity (%) 10.78 1.00 3.91 3.14 -2.11
Profitability Pre-tax income to paid-in capital (%) 13.04 3.44 6.44 5.68 -0.18 Profitability Pre-tax income to paid-in capital (%) 12.50 2.81 5.64 4.27 -2.19
Profit ratio (%) 4.09 0.50 1.60 1.33 -0.40 Profit ratio (%) 4.32 0.45 1.58 1.19 -0.82
Earnings per share (NT$) 1.06 0.10 0.40 0.33 -0.22 Earnings per share (NT$) 1.06 0.10 0.40 0.33 -0.22
Cash flow ratio (%) 46.60 25.71 47.35 44.34 49.15 Cash flow ratio (%) 47.38 26.71 47.41 43.61 48.16
Cash flow Cash flow adequacy ratio (%) 233.25 | 303.17 | 351.58 | 366.94  518.35 Cash flow Cash flow adequacy ratio (%) 232.93 | 309.01 357.86 | 381.09  557.30
Cash reinvestment ratio (%) 10.56 4.83 8.82 8.17 12.24 Cash reinvestment ratio (%) 10.74 4.94 8.48 7.68 11.34
Operating leverage 3.21 4.99 3.16 6.00 14.20 Operating leverage 3.15 4.85 3.46 11.25 | 372.72
Leverage Leverage
Financial leverage 1.28 1.40 1.18 1.52 -3.95 Financial leverage 1.28 1.38 1.21 3.45 -0.03




7
b xmem
()\) SUSTAINABILITY WE CARE

Content

0 Preface

1 Sustainability Management
Overview

2 Value Creation
3 Sustainability Governance

Appendix

* Financial Performance

e Customer Satisfaction Table in 2019

e Management of Material Human
Rights Issues in 2019

e Environmental Performance

e GRI Content Index

e The United Nations Global Compact

Comparison Table

¢ Independent Limited Assurance
Report

Customer Satisfaction Table in 2019

Passenger Satisfaction

127

Freight Customer Satisfaction

Item 2017 2018 2019 Item 2017 2018 2019
Yearly Goal (%) (Note) 85.2 85.1 87.2 Yearly Goal (%) 88.0 88.0 88.0
Passenger Satisfaction (%) 85.1 87.2 87.7 Freight Customer Satisfaction (%) 87.6 87.3 88.6

Note: The expected target of passenger satisfaction is the average of the previous year's performance from January to
November plus 0.1 to set the next year's target.

Historical Passenger Satisfaction on Service Items

Maintenance Customer Satisfaction

Item 2017 2018 2019 2020 Objectives (Note 1) Item 2017 2018 2019 (Note 2)
Airport Service 87.2 89.0 89.6 89.4 Yearly Goal (Note 1) 8.40 8.40 8.40
Cabin Crew 86.8 88.9 89.7 89.5 Maintenance Customer Satisfaction 8.77 8.68 8.73
Cabin Environment 86.8 88.7 89.3 89.0 Note 1: The full score is 10.
. . . Note 2: In accordance with the 2019H1 Aircraft Management Committee resolution, maintenance customer satisfaction
Inflight Catering Service 79.9 82.6 83.1 82.9 statistics from 2019 excluding low-cost airline customers.
Inflight Entertainment 82.7 84.8 85.1 84.9 (Note 2)

Note1: The expected target of historical passenger satisfaction on service items is the average of the previous year's
performance from January to November plus 0.1 to set the next year's target.

Note2: The "Reading materials” item in Inflight Entertainment will be excluded in 2020.

Management of Material Human Rights Issues in 2019

Node of Value Chain Human Rights Issue Mitigation Measure Remedial Measure
e Formulated a personal information entrustment management procedure to regulate the
Right to privacy matters requiring attention and responsibilities for product / service providers (suppliers)
entrusted to handle personal data files
e Established the China Airlines Policy Statement on Sustainable Supply Chain Management
and the China Airlines Supplier Code of Conduct, requiring all suppliers to implement . . .
. : . o uppl . . u- aut .I g upPpi . 'mp CAL has established a sustainable supply chain management
. Protection of labor management in accordance with the information security, labor human rights, and labor . . . . S
Supply Chain o L . - } mechanism, and the high-risk sustainability issues of supply
Upstream conditions conditions, as well as the occupational safety spirit as stipulated

Partners

o Kept abreast of the status of key supplier management through the periodic
supply chain sustainability risk survey

Right to health

e For suppliers of general goods, there is a clause regarding quality assurance obligation
in the purchase contract, stating that the supplier must ensure that its products are not
dangerous to safety or health; if the nature of its products is hazardous, warning signs and
handling methods should be clearly indicated

chain partners are audited, guided, and improved through
review
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Node of Value Chain

Human Rights Issue

Mitigation Measure
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Right to privacy

Set up the personal information management system, under which there are procedures
for personal information collection, processing, as well as utilization and management

Set up the personal information management system, under
which there are procedures for personal information accident
management

Protection of working
conditions

o Stated that forced labor is prohibited in the human rights policy and established
the methods for employees to perform duties in the Human Resource Manual and the
Working Rules

e Held regular labor-management meetings at the headquarters and each unit to negotiate
labor conditions and welfare with employee representatives

e Established diversified grievance channels for prompt and
proper response when employees' labor rights are damaged
e Operated various committees with employees' participation

to communicate on labor conditions, work environment, and
workplace safety and to ensure improvements as well as

Overview * Formed the parking lot management, catering, pension, and employee welfare remedial and preventive measures against violations of rights
et CAL's Own committees with employee representatives to protect employees’ labor rights and sl ineresis
. ldstream : improve the work environment
2 Value Creation Operations P
3 Sustainability Governance o L U] T el e e e A .
e CAL has established the Occupational Safety and Health Committee which meets every as. Sl .uc.e SIMSHCS an' 202 YS.IS.OH O Eel =7
A di three months to review, coordinate, and advise safety and health related issues occupational incident cases while submitting reports and
ppendix ) ) tracking subsequent safety and health management plans
« Financial Performance e CAL has established the ISO 45001: 2018 and 'I.'OS.I-IMS.o.ccu.panonalsafety and health through the operation of the Occupational Safety and Health
. _ . Right to health management systems, to perform hazardous risk identification and assessment regularly, Committee and the guidance of the IS0 45001: 2018 and
e Customer Satisfaction Table in 2019 and has introduced control measures, including operations / engineering, administration, RS @aasetfenell eaishy e gl e o, S s
i and employee health management
‘ M_anagement (_)f I\Z/Iat(;rlal AT ] ) ) e Formulated a standard report form for major health-check
Rights Issues in 201 . Organlz.ed employee health checks regularly to achieve the goals of early detection, early abnormal values to provide employees with health guidance
e Environmental Performance prevention, and early treatment or tracking
e GRI Content Index
i i Set up th Linf ti t system, und
e The United Nations Global Compact ) ) Set up the personal information management system, under which there are procedures e.up © personat information managerT]en sve .em un. er
Comparison Table Right to privacy . . . . e which there are procedures for personal information accident
p for personal information collection, processing, as well as utilization and management management
¢ Independent Limited Assurance
Report
Protecti f lab
o ec lon oftabor Not applicable Not applicable
conditions
Downstream | Customers

Right to health

e On the front of flight safety, CAL implemented a safety management system to prevent
potential risks or the impact of dangerous factors through continuous risk identification
and management. Established a safety reporting system for all employees to encourage
all employees to actively identify possible safety impact factors and to strengthen risk
control

e In terms of in-flight food safety, CAL has formulated the Caterer Selection Regulations;
all local caterers should obtain relevant local food safety certification, to be selected as a
supplier of in-flight food

CAL has set up the Flight First-Aid Advisory System; when
passengers feel unwell during check-in, boarding, or flight, they
can obtain professional medical advice through this system
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Environmental Performance

129

2019 .
Item Unit 2016 2017 2018 2019 Compared to = Performance 2.01? Achievement 2.020.
Objective Rate Objective
2018
Flight operations Tons of CO%e 7,042,520 7,149,309 7,229,903 7,059,083
Scope 1 GHG Emissions -2.36% A 7,325,326 100.0% 7,161,311
Ground operations Tons of COze 4,663 5,004 3,511 4,981
Scope 2 GHG Emissions | Ground operations Tons of CO%e 20,831 20,677 19,949 18,169 -8.9% A 18,170 100.0% 17,308
i;‘:g?f GHG Emissions | 5 und operations Tons of COze 2,070,003 1,627,649 1,644,656 1,607,690 -2.25% A NA NA NA
All aircraft Ton 2,225,736 2,259,917 2,284,937 2,230,971 -2.36% A Management by aviation fuel efficiency
Aviation Fuel Efficiency
Sustainable aviation fuel Ton NA 6.37 20.4 0 NA v NA NA NA
Passenger aircraft L / RPK*100 4.4955 £4.2802 4.2187 4.2859 1.59% v 4.1554 NA 4.2216
Aviation Fuel Efficiency | Freight aircraft L / FRTK 0.2168 0.2153 0.2142 0.2285 6.57% v 0.2110 NA 0.2251
All aircraft (Note 2) Tons / thousand RTK 0.2550 0.2433 0.2394 0.2459 2.70% v 0.2147 NA 0.2114
Fossil fuels MWh 29,045,588 | 29,484,167 | 29,815,419 | 29,114,586 -2.35% A
29,430,994 100% 29,523,064
Electricity purchased MWh 39,304 37,344 36,009 34,088 -5.33% A
Energy Consumption
Elevat Full Full
evator power KWh NA 297 1,061 1,423 34% A a 100% a
regeneration operation operation
Renewable energy MWh NA NA NA 90 NA A 90 100% 120

Note 1: The emission of energy activities, lease assets, and employee commuting (1,607,690 tons CO,e) in 2019 passed external verification.

Note 2: The total aviation fuel consumption of all aircraft fuel efficiency includes training aircraft and maintenance. The fuel consumption of passenger and freight aircraft only includes passenger and freight aircraft fuel.



7
b xmem
()\) SUSTAINABILITY WE CARE

Content

0 Preface

1 Sustainability Management

Overview

2 Value Creation

3 Sustainability Governance

Appendix

* Financial Performance
e Customer Satisfaction Table in 2019

° Management of Material Human
Rights Issues in 2019

e Environmental Performance

e GRI Content Index

e The United Nations Global Compact

Comparison Table

¢ Independent Limited Assurance

Report

130

2019 Achievement 2020
Item Unit 2016 2017 2018 2019 Compared to | Performance 2019 Objective L.
2018 Rate Objective
Water consumption Thousand tons 136.35 141.26 148.22 146.49 -1.17% A 147.104 100% 145.993
Recycled water (Note 3) Thousand tons 1.59 1.89 31.94 17.41 45% v NA NA NA
Water . .
Recycling ratio (Note 4) % 1.17% 1.34% 21.55% 11.88% -44.87% v NA NA NA
Resources
Heavy metal wastewater Ton 10,667 8,579 10,014 9,620 -3.9% A NA NA NA
Organic wastewater Ton 15,518 14,647 10,443 11,638 11.44% v NA NA NA
Amount produced (Note 5) Kg NA 3,417,870 | 3,669,703 | 4,168,857 13.6% v
&aot:;';)waSte Amount recycled Kg NA 1,068,483 995,369 1,116,396 12.16% v NA
Recycling ratio % NA 31.26% 27.12% 26.78% -1.25% v
generatl_ 'nd“stt”al waste / Kg 419,689 = 456,997 @ 998518 @ 935981 -6.26% A Cabin waste and ground
omestic waste waste (not including waste NA
H d industrial converted to electricity)
w:Zs?; ous Industria Kg 13,430 16,758 14,785 17,717 +19.8% v totaling 1,049,925 kg
Ground
Ground Waste | Cadmium-containing waste
(Note 6 /Note 7) | patteries Kg 1,920 1,782 1,649 1,098 -33.41% A totaling:
994,653
Amount recycled Kg NA NA 456,803 434,648 -4.85% v
Recycling ratio % NA NA 45.01% 45.52% 1.13% A
Passenger aircraft g/ RPK 0.0160 0.0152 0.0150 0.0149 -0.81% A 0.01477 100% 0.01477
NOx
Freight aircraft g/RTK 0.0302 0.0294 0.0301 0.0321 6.64% v 0.0296 NA 0.0296
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2019

Item Unit 2016 2017 2018 2019  Comparedto Performance 2019 Achievement 2020
Objective Rate Objective
2018

Weight of plastic packaging Tons 979,050 1,025,583 1,126,252 1,165,393 3.5% v NA NA NA
Plastic Packaging
(plastic packaging Percentage of purchase of plastic packaging % 2.54% 2.99% 2.04% 2.26% 10.2% v NA NA NA
related to passenger /
cargo transport) Percentage of recyclable plastic packaging % 58% 61% 55% 52% -5.5% v NA NA NA
(Note 8)

Percentage of biodegradable plastic packaging % 0.37% 0.36% 0.36% 0.46% 27.8% A NA NA NA

Item

Total Weight of Package (ton)

Percentage of Purchase (%) (Note 10)

Percentage of Recycled Materials and
Certified Materials (%) (Note 11)

Wood or Paper Packaging (Note 9) 15,700 0.062% 1.15%
Metal Packaging (Note 9) 151.2 0.059% 100%
2,822.5 0.022% 100%

Glass Packaging (Note 9)

Note 3:In 2018, water meters were installed at CAL Park. EMO and CAL Park were included in the calculation of the amount of recycled water. In and before 2017, only EMO was included in the calculation of the amount of recycled water.

Note 4: Recycling ratio = Total amount of recycled water / Total consumption of water resources.

Note 5: Since 2017, the scope of collection has been expanded to include the total amount of cabin waste returned to Taoyuan.

Note é: The scope of ground operations data from 2016 to 2017 includes EMO and CAL Park. Since 2018, Kaohsiung Branch and VIP rooms of four stations (Taoyuan, Songshan, Kaohsiung, and Tainan) have been included in the scope of ground operations data.

Note 7: The disposal of airborne waste and ground waste (non-recyclable) is entrusted to a third party through the incineration plant converting heat to generate electricity. In 2019, the total amount of airborne waste and ground waste reached 3,685,919,
including 2,462,540kg of waste produced from conversion from incineration to electricity and 1,223,379kg of waste produced from incineration and other disposal.

Note 8: As in-flight supplies (e.g., tableware) are required to comply with relevant food sanitation regulations to ensure that they are fireproof and legal, biodegradable plastic packaging has not been used.

Note 9: Wood, paper, metal, glass and other packaging from 2016 to 2018 were included in airborne waste and ground waste.

Note 10: The percentage of purchase is calculated as follows: Purchase amount / Cost of goods sold.

Note 11: The percentage of recycled materials and certified materials is calculated as follows: Weight of recyclable packaging (including certified materials) / Total weight of packaging. The weight of recyclable packaging refers to the weight of packaging

that has been recycled upon CAL's confirmation.
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GRI Content Index

132

Referred to latest version 2018
(GRI 303 and GRI 403 Referred to latest version 2018, others referred to version 2016 )

GRI Standard

Disclosure

Page Number &
Response

GRI Standard

GRI 101: Foundation

General Disclosures

Organizational Profile

102-1 Name of the organization 5
102-2 Activities, brands, products, and services 12
102-3 Location of headquarters 12
102-4 Location of operations 12
102-5 Ownership and legal form 114
102-6 Markets served 12
102-7 Scale of the organization 12
102-8 Information on employees and other workers 53

GRI102: 102-9 Supply chain 74

General

Disclosures 102-10 Significant.changes to the organization and its 14

supply chain

102-11 Precautionary principle or approach 117
102-12 | Externalinitiatives 30
102-13 | Membership of associations 30

102-14

Statement from senior decision-maker

Strategy

6

102-15

Key impacts, risks, and opportunities

Ethics and Integrity

102-16

Values, principles, standards, and norms of
behavior

117

116

GRI102:
General
Disclosures

Reporting Practice

Entities included in the consolidated financial

Disclosure Page Number &
Response
102-18 | Governance structure 114
102-40 | List of stakeholder groups 28
102-41 | Collective bargaining agreements 62,66
102-42 | Identifying and selecting stakeholders 28
102-43 | Approach to stakeholder engagement 28
102-44 | Key topics and concerns raised 28, 36, 41

102-45 statements 5

102-46 | Defining report content and topic boundaries 23

102-47 | List of material topics 23

102-48 = Restatements of information No restatement
102-49 | Changes in reporting No change
102-50 | Reporting period 5

102-51 | Date of most recent report 5

102-52 | Reporting cycle 5

102-53 | Contact point for questions regarding the report 5

102-54 gt:inn;:rzfs reporting in accordance with the GRI 5

102-55 = GRI content index 132
102-56 | External assurance 5




b xmem

()\) SUSTAINABILITY WE CARE

Content

0 Preface

1 Sustainability Management
Overview

2 Value Creation
3 Sustainability Governance

Appendix
* Financial Performance
e Customer Satisfaction Table in 2019

° Management of Material Human
Rights Issues in 2019

e Environmental Performance
¢ GRI Content Index

e The United Nations Global Compact
Comparison Table

¢ Independent Limited Assurance
Report

133

GRI Standard

Material Topics

Economic

Disclosure

Page Number &
Response

23,35,48,72,79,

103-1 Explanation of the material topic and its Boundary 103,116
GRI 103: . 35,48,72,79,
Management 103-2 The management approach and its components
103,116
Approach
35, 48,72,79,
103-3 Evaluation of the management approach
103,116
201-1 Direct economic value generated and distributed 13,109
Financial implications and other risks and
201-2 . . 86
GRI 201: opportunities due to climate change
Economic . ) N
Performance 201-3 Deflned benefit plan obligations and other 62
retirement plans
201-4 Financial assistance received from government No f“a’” financial
assistance
GRI 202: Proportion of senior management hired from the
202-2 ) 53
Market Presence local community
GRI 204:
Procurement 204-1 Proportion of spending on local suppliers 74
Practices
Communication and training about anti-corruption
2052 olicies and procedur 116
GRI 205: policies pr ures
Anti-corruption .
205-3 Confirmed incidents of corruption and actions taken No such as things
happened
GRI 206: . ) . . .
Anti-competitive 206-1 Legal actions for antl-competltlve behavior, anti- 45, 46
. trust, and monopoly practices
Behavior

Environmental

GRI103:
Management
Approach

103-1 Explanation of the material topic and its Boundary | 23,72,79
103-2 The management approach and its components 72,79
103-3 Evaluation of the management approach 72,79

GRI Standard Disclosure Page Number &
Response
GRI 391: 301-1 Materials used by weight or volume 92
Materials
302-1 Energy consumption within the organization 97
302-2 Energy consumption outside of the organization 97
GRI 302: Energy 302-3 Energy intensity 97
302-4 Reduction of energy consumption 97
302-5 Reductlops in energy requirements of products 97
and services
303-1 Water withdrawal by source 93
303-2 Management of water discharge-related impacts 92
GRI 303: 303-3 | Water withdrawal 92
Water
303-4 Water discharge 92
303-5 Water consumption 92
305-1 Direct (Scope 1) GHG emissions 97
305-2 Energy indirect (Scope 2) GHG emissions 97
305-3 Other indirect (Scope 3) GHG emissions 97
GRI 305:
Emissions 305-4 GHG emissions intensity 97
305-5 Reduction of GHG emissions 97
305-7 N|troggn o'x'ldes (N'Ox), s'ulf'ur oxides (S0x), and 94
other significant air emissions
306-1 Water discharge by quality and destination 93
GRI 306: .
Effluents and 306-2 Waste by type and disposal method 95
Waste No significant
306-3 | Significant spills ' s19
spills
GRI.3U7: Non-compliance with environmental laws and No such as things
Environmental 307-1 .
. regulations happened
Compliance
GRI 308: Supplier . . . .
Environmental 308-2 Negative environmental impacts in the supply 74

Assessment

chain and actions taken
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GRI Standard

Disclosure

Page Number &
Response

23,35,48,72,
103-1 Explanation of the material topic and its Boundary 133 35,48
GRI 103:
Management 103-2 The management approach and its components 35,48,72,103
Approac
103-3 Evaluation of the management approach 35, 48,72,103
401-1 New employee hires and employee turnover 53
Benefits provided to full-time employees that
GRI 401: . .
401-2 are not provided to temporary or part-time 62
Employment
employees
401-3 Parental leave 62
GRI 402:
Labor / Minimum notice periods regarding operational
402-1 62
Management changes
Relations
Workers representation in formal joint
403-1 management — worker health and safety 68
committees
Types of injury and rates of injury, occupational
GRI 403: 403-2 diseases, lost days, and absenteeism, and number | 48
Occupational of work-related fatalities
Health and
Safety 403-8 Workers covered by an occupational health and 68
safety management system
403-9 Work-related injuries 68
403-10 | Work-related ill health 68
GRI 404: 404-1 Average hours of training per year per employee 59
ELBJ:;T?O:M 404-2 Progr.a-ms for.upgrading employee skills and 39 59
transition assistance programs
GRI 405: 405-1 Diversity of governance bodies and employees 53
Diversity
and Equal Ratio of basic salary and remuneration of women
. 405-2 62
Opportunity to men
GRI 406: ) N . .
Non- 406-1 Incidents of discrimination and corrective actions 49

discrimination

taken

GRI Standard Disclosure LA
Response
GRI 407:
Freedom of Operations and suppliers in which the right to
Association 407-1 freedom of association and collective bargaining 74
and Collective may be at risk
Bargaining
GRI 408: 408-1 Operations and suppliers at significant risk for No such as
Child Labor incidents of child labor things happened
GRI 409:
Forced or 409-1 Operations and suppliers at significant risk for No such as
Compulsory incidents of forced or compulsory labor things happened
Labor
i hat h j h
412-1 Qperatlon§t at éve been subject to human 49,127
rights reviews or impact assessments
GRI 412: 412-2 Employee training on human rights policies or 116
Human Rights procedures
Assessment
Significant investment agreements and contracts
. . No such as
412-3 that include human rights clauses or that )
. . things happened
underwent human rights screening
gsg;:ﬂér Social 414-2 Negative social impacts in the supply chain and 74
actions taken
Assessment
: i N h
GRIATS:Public | 4154 | Ppolitical contributions osucnas
Policy things happened
GRI 418: ) . .
tantiat laint h f
Customer 418-1 Substantia e.d complaints concerning breaches o 45 46
Privacy customer privacy and losses of customer data
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The United Nations Global Compact Comparison Table

135

Category The Ten Principles of the UN Global Compact Corresponding Section Page Number
Principle 1: Busi hould t and t th tecti fint tionall laimed
rinciple usmess.es should support and respect the protection of internationally proclaime 2-2-1 Human Rights Management Framework 49-50
human rights
Human Rights
. L . 3-1-2 Regulatory Compliance 116
Principle 2: Make sure that they are not complicit in human rights abuses
incip ! v preitin hu 9 . 2-3-2 Sustainable Supply Chain Management 74
Principle 3: Busi hould uphold the freed f iati d the effecti iti f
rinciple usnr?esses shou -up o . e. reedom of association and the effective recognition o 2-2-1 Human Rights Management Framework 49-50
the right to collective bargaining
Principle 4: The elimination of all forms of forced and compulsory labor 2-2-1 Human Rights Management Framework 49-50
Labor
Principle 5: The effective abolition of child labor 2-2-1 Human Rights Management Framework 49-50
Principle 6: The elimination of discrimination in respect of employment and occupation 2-2-1 Human Rights Management Framework 49-50
Principle 7: Businesses should support a precautionary approach to environmental challenges 2-4-2 Climate Change Mitigation and Adaptation 87-91
Environment Principle 8: Undertake initiatives to promote greater environmental responsibility 2-4-1 Governance of Environmental Sustainability 81-86
Principle 9: Encourage the development and diffusion of environmentally friendly technologies 2-4-3 Achievements in Environmental Sustainability 92-100
Anti-Corruption Principle 10: Businesses should work against corruption in all its forms, including extortion and 5 -9 Rty Bemainee 116

bribery
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ISAE 3000



http://calec.china-airlines.com/csr/en/download/pages/ISAE3000.pdf
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