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Financial and Operating Highlights

Financial

Income Statement

Revenue NT$ thousand 88,015,966 82,655,351 6.5%
Passenger Revenue NT$ thousand 42,652,809 38,348,799 11.2%
Cargo Revenue NT$ thousand 39,931,818 38,534,229 3.6%
Total Costs NT$ thousand 87,604,054 77,939,994 12.4%
Operating Profit NT$ thousand 411,912 4,715,357 -91.3%
Net Profit NT$ thousand 1,326,060 3,242,935 -59.1%
EPS NT$ 0.39 1.05 -62.9%
Profit Margin % 0.47% 5.70% -5.2ppt
Balance Sheet

Total Assets NT$ thousand 128,481,814 117,704,996 9.2%

Total Liabilities NT$ thousand 84,505,942 74,596,784 13.3%
Total Equity NT$ thousand 43,975,872 43,108,212 2.0%

Total Capital NT$ thousand 33,898,869 32,714,259 3.6%

Book Value per Share NT$ 12.97 13.18 -1.6%
Debt Ratio % 65.77% 63.38% 2.4ppt
Operating

Overall Capacity Thousand 9,893,897 9,884,479 0.1%

Overall Traffic Thousand 7,364,227 7,439,441 -1.0%
Overall Load Factor % 74.43% 75.26% -0.8ppt
Overall Yield NT$ 11.21 10.33 8.6%

Passenger Capacity Thousand 29,348,257 27,353,095 7.3%

Passenger Traffic Thousand 23,098,868 21,754,920 6.2%

Passengers Carried No. of Passengers 5,904,419 5,438,255 8.6%

Passenger Load Factor % 78.71% 79.53% -0.8ppt
Passenger Yield NT$ 1.85 1.76 5.1%

Cargo Capacity Thousand 7,252,554 7,422,701 -2.3%

Cargo Traffic Thousand 5,285,329 5,481,499 -3.6%

Cargo Carried Tons 844,099 858,989 -1.7%

Cargo Load factor % 72.88% 73.85% -1.0ppt
Cargo Yield NT$ 7.56 7.03 7.5%

Unit Cost NT$ 8.85 7.89 12.3%
Number of Employees 5,098 4,934 3.3%

Capacity per Employee Thousand 1,941 2,003 -3.1%

Traffic per Employee Thousand 1,445 1,508 -4.2%

Revenue per Employee NT$ thousand 17,265 16,752 3.1%




To Shareholders

2005 Review

Due to serial impacts of the 2004 Tsunami
in South Asia, unrealized fears related to the
2005 Avian Flu outbreak, and the relentless
upward spiral in fuel prices, the global aviation
industry faces daunting hurdles. EVA achieved
its revenue targets for the year with aggressive
marketing strategy and flexible fleet deploy-
ment, but fuel costs significantly eroded profit.
Audited financial results show that total operat-
ing revenues were up 6.49% in 2005, or

NT$5.361 billion YoY to NT$88.016 billion, and

earnings after tax reached NT$1.326 billion. We
carried 5.9 million passengers and 840 thou-
sand tons of freight in 2005, achieving an over-
all load factor of 74.43%.
M Passenger revenue grew by 11.22% or
NT$4.304 billion YoY in NT$42.653 billion.
Market demand on European and
American routes was robust but the after-
math of the South Asia Tsunami impacted
our network within the region. We compen-

sated by embracing the opportunities created

by Japan's visa-free admission policy, its

EXPO 2005 in Aichi, and Korean pop fever.




We expanded charter service to Japan,
increased Sapporo flights to nine per week,
and raised Seoul frequency to daily round
trips. We debut the world's first Hello Kitty
Jet on our Fukuoka and Tokyo routes in
October 2005 by painting and outfitting one
of our new Airbus 330-200s in the character's
cheerful theme, and successfully drove up
load factors and demand for itineraries in
Taiwan.

M Cargo revenues climbed by 3.63% or

NT$1.397 billion YoY to NT$39.932 billion.

EVA expanded our airfreight business
and upgraded service quality in Indochina by
initiating code-sharing arrangements with
Vietnam Airlines on the Hanoi to Ho Chi
Minh City route and Far Eastern Air between
Taipei and Phnom Penh. We also added
capacity on our Osaka route by boosting
freighter service from two to three flights per
week, and began code-sharing with Air
Nippon (ANK), further strengthening our
cargo network in Northeast Asia.

On one of our return routes from Europe,
we made a strategic decision to move our code-
sharing stopover with Lufthansa Airlines from
Dubai to Delhi, enhancing our uplift to and
from Frankfurt. EVA also expanded our cooper-
ative service in and out of China. We continued

to use flexible deployment on existing routes

and disciplined scrutiny of links that are less
profitable to ensure achievement of our operat-
ing target.

EVA elevated passenger comfort and innova-
tive services to the next generation by taking
delivery of our first two Boeing 777-300ERs, plac-
ing these two new technologically advanced air-
craft in service on our Bangkok and London
routes in July and August 2005. We also added
four Airbus 330-200 passenger aircraft, enabling
us to gradually begin to retire our Boeing 767s.
These acquisitions brought our passenger fleet
up to 34 aircraft. Lease terms for one B747 and
one MD-11 freighter expired. We maintained
our freighter-fleet size at 17 by replacing aircraft
with two MD-11s, one placed in operation in
March and the other in August. By the end of
2005, EVA operated a fleet totaling 51 aircraft as

detailed on the following chart:
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Results Compared to Projections

We forecast 2005 operating revenues
of NT$87.982 billion and EVA's actual
results topped NT$88.016 billion, reach-
ing an achievement ratio of 100.04%.
Net profit before taxes was projected at
NT$1.108 billion and we earned
NT$1.137 billion, an achievement ratio

of 102.62%.

Analyses of Financial Results
Total Revenues: NT$90.527 billion

Operating revenues for 2005 surpassed

2004 by 6.49% and climbed to NT$88.016

billion. Passenger revenue grew by 11.22%
due primarily to steady growth in the global
economy and higher passenger loads that
were enhanced by the introduction of creative
Hello Kitty Jet. Cargo business was recorded
a marginal revenues growth of 3.63%, but
non-operating income jumped 123.78% to
NT$2.511 billion as a result of strong invest-

ment gains.




Total Expenses: NT$89.39 billion

Total operating expenses in 2005 rose by
12.4% from 2004 to NT$87.604 billion due
to rising fuel costs, expenses associated with
fleet expansion and carriage of more passen-
gers. Non-operating expenses fell by 17.1%
to NT$1.786 billion as a result of lower

interest costs.

Profitability Analysis

Return on total assets: 2.14%

Return on shareholders’ equity: 3%

Ratio of operating profit to paid-in capital: 1%
Return on sales: 2%

Earnings per share: NT$0.39

Research and Development

Optimizing advantages of today's electron-
ic business model, EVA consolidated multiple
network services for online reservations and e-
ticketing, and also added seat selection, pre-
flight online meal selection, lost and found,
reward claims for Evergreen Club members and
more user friendly features that have further
improved service quality and made EVA more

competitive.

Operating Guidelines

EVA expects continuous operating rev-

enue growth in 2006. Upholding the values of

aviation safety and traditionally friendly serv-
ices, we operate a fleet of 51 aircraft, applying
efficient fleet management and heightening

service quality at every opportunity.

EVA Air Traffic Projections
Passenger Services:

Estimates for passenger traffic in 2006 are
that it will grow by 6.6% to 6.29 million travelers

compared to 5.9 million in 2005.

Basis of Estimation:

We anticipate that the stable market we
experienced in 2005 will hold steady. We will
add one Airbus 330-200 in May followed by one
Boeing 777-300ER in June and another in




November, retiring two Boeing 767-300ERs and
one MD90 from our fleet. As a result, we will

maintain 34 passenger aircraft.

Cargo Services:

Cargo volume in 2006 is expected to
reach 860-thousand tons, increasing by 2.4%
over the 840-thousand tons transported in
2005.

Basis of Estimation:

Improving upon a neutral economic out-
look for worldwide markets in 2006, indica-
tors point to rapid growth in Mainland
China. We are intensifying efforts to grow
existing business and explore new opportuni-
ties in the Greater China region. EVA will
maintain capacity with our current 17

freighters.

Key Marketing Strategies

Passenger Market

B EVA again provided Cross-Strait charter serv-
ices during the Chinese New Year, and flied
two flights from Taipei to each of three desti-
nations: Beijing, Shanghai and Guangzhou.

M EVA is introducing our new Boeing 777-
300ERs on American routes and increasing
frequency to North American gateways to
meet demand:

* We increased Taipei- Los Angeles service to 17

flights per week at the end of March.

+ We will expand service between Taipei and
San Francisco to 12 flights per week and also
commence twice weekly Taipei - Seattle serv-
ice in mid-June, in addition to the existing
daily continuing service to New York
(Newark).

* In addition to the code-sharing arrange-
ment we have with Air Canada on our
Vancouver route, we will serve the summer
vacation market by increasing frequency of
the flights that we operate ourselves from
three to five weekly.

B EVA began using our new Airbus 330-200s on
Japanese routes and expanded service to strong
routes in the Pacific region:

* We increased Taipei - Sendai service to four




flights per week in mid-January.

+ We will expand Taipei - Osaka frequency to 9
flights each week and introduce Taipei -
Nagoya service with 5 trips weekly in mid-
July.

* We are continuing our code-sharing arrange-
ment with Qantas Airways on three flights a
week, but have switched the destination from

Sydney to Brisbane.

China Cargo Coordination Center in Hong
Kong.

Looking beyond 2006 and taking a careful
look at the fierce competition within the
industry, EVA's corporate spirit of team-
work, service and innovation will contin-
ue to be our priorities as we improve
operating efficiencies and reduce costs to

meet the business challenges that may

develop.
Cargo Market
B EVA entered into a cooperative arrangement
with Air Nippon (ANK) in February to  Position Taiwan as a Regional Hub,
strengthen our freighter service to Nagoyaand  Linking European, American and Asian
Osaka. Aviation Networks.

B We are considering soaring fuel prices as * EVA consistently adjusts long- and short-haul

we scrutinize our existing airfreight routes,
re-assessing profitability to ensure the
most efficient deployment of capacity and
most effective cost controls, and we are
ramping up measures to speed up
turnover.

B We are continuing our cooperative arrangement
with Shanghai Airlines and exploring additional
collaborative service opportunities so that we
can grow and extend our reach into Mainland
China. In May 2006, we implemented a strategy
to capture a larger share of the thriving air-
freight business in South China and streamline

services by establishing our new EVA Air South

route capacity based on market demand, e.g.
we redeploy our aircraft to accommodate
travel from Southeast Asia to Europe and
America, strengthen business on highly prof-
itable routes, and apply measures that
enhance capacity utilization. At the same
time, we keep our competitive edge by nur-
turing potential passenger and cargo markets
such as Northeast Asia, Mainland China and
South Asia and by constantly monitoring traf-

fic rights amendments.

Fleet Renewal

* EVA simplified our operations and maintenance




in June 2006 by selling or trading aircraft and cre-

ating a fleet of four models, Boeing 777s, 747s,
MD11s and Airbus 330s. The consistency
enables us to provide safer and more comfortable
services, and to improve profit margins and
strengthen management of controllable costs by
increasing fleet utilization, upgrading software
and hardware processes to systems that maximize

operating profitability, etc.

Partnerships

* EVA has established operating alliances with
14 airlines, including American Airlines, Air
Canada, Air Nippon, Qantas, British Airways
(World Cargo), Lufthansa Cargo and more
leading carriers. We are also expanding and
exploring cooperative services with other

Asian carriers. Through arrangements with

carriers that have complementary aviation
networks and support a reciprocal operating
environment, we can reduce costs and diversi-
fy operating risks, and at the same time, pro-
vide better and more convenient services to

our customers.

Electronic Services

M E-Ticketing - EVA began providing interline
electronic ticketing services in partnership
with Continental Airlines in September 2005
and is developing similar arrangements with
other carriers.

B E-Communications - From electronic bulletins
to promotional messages, electronic systems
have made it easier and faster for us to deliver
prompt, accurate information.

M Online Seat Selection - We will introduce




online seat selection system during the Q2 of
2006. By simplifying the process with our new
e-system, EVA will save operating time and

reduce costs.

has changed the way domestic carriers operate
and to a certain extent, affected the supply and
demand balance within the regional passenger

market.

Changing Regulations

I Development of the air transport market goes
Competition hand-in-hand with the national political situa-
B The emergence of low-cost carriers has affected tion and economical stability.

the supply and demand balance of passenger B Uncertainty over Taiwan's cross-strait poli-

markets in some regions, resulting in the
inevitable loss of market share.

B Economic developments in Mainland China
and offshore migration of Taiwanese manu-
facturing have had an effect on the Taiwan
cargo market. But inadequate air-cargo
capacity to and from Mainland China and
heavy reliance of US & Europe-bound freight
on transit via Taiwan have so far minimized
the impact.

Due to its open-sky policy, however, China is
now actively purchasing aircraft, building air-
ports and infrastructure, and opening traffic
rights to European and American carriers, in
addition to expanding its qualification of
freighters. These developments may have a

significant impact on the Taiwan air-cargo

cies related to admission of tourists from
Mainland China to Taiwan, investment in
China, sea-to-inland transit, cargo charter
flights, direct links and relevant bilateral
policies leave the evaluation of evolutionary
trends and market demand open to ongoing

scrutiny.

H Holding fuel surcharges at levels below those

allowed by foreign governments creates an
unfavorable operating environment for

Taiwan-based carriers.

M Rising consumer consciousness has caused

some related policies to become burdensome
to the aviation industry, e.g., the penalty code
enacted by the European Union that sets com-

pensation for over-selling.

market. Macro Economy

B Development of transportation within Taiwan, ¥ Skyrocketing fuel prices may result in reces-

L.e. the east-west highway and high-speed rail, sion, inflation and/or stagnant consumer




spending worldwide, leaving the aviation
industry faced with a potential slide in pub-
lic travel in addition to our own escalating
costs.

® The Economy in the Asia Pacific region is
expected to remain healthy, particularly in
Mainland China, according to analyses (by
DGBAS, Executive Yuan). The economic
momentum demonstrated in 2005 is expect-
ed to continue with a projected 2006 growth
rate of 9.4%, just under the 9.9% achieved
last year. The inevitable appreciation of
(China's) RMB and the termination of
Japan's zero-interest policy will facilitate

greater flow of international capital into the

region in addition to triggering volatility for

the US dollar interest rate.

B Global warming has caused climate changes,

resulting in rampant floods, blizzards and hur-
ricanes, etc. Additional threats of terrorist
attacks or a widespread avian flu outbreak
could devastate the air transport market and
drive up operating costs.

While we brave all of these factors that are
beyond our control, EVA Air will proceed with
our plans for strategic market expansion,
implement cost controls, strive for policy and
law liberalization cautiously, practice financial
hedging to strengthen our operational

strength, and meet competition head-on.




The Company

EVA Air was founded in March 1989 as a
100% privately owned Taiwan-based airline. It is
an affiliate of Evergreen Marine Corporation, the
world's leading container-shipping line.

From its maiden flight on July 1, 1991, EVA
Air has grown steadily and today, serves more
than 40 major destinations on four continents and
in Oceania with a fleet of 51 aircraft(as of
Dec.2005) The carrier has flourished as it has
continued to expand its fleet and operation net-
work.

In 1997, after carefully nurturing an environ-
ment where faultless service quality and flight
safety are the standard, EVA Air became the first
airline in Taiwan to achieve official ISO 9002
Certification in three areas at the same time --
passenger, cargo and maintenance operations.
Diligently upholding these objectives, EVA Air
earned 150O-9001:2000 Certification for all cate-
gories of operation in 2001.

In addition, EVA has ensured quality,
smooth, ongoing operations and reduced costs by
investing capital and expertise in airline-related
companies, including Evergreen Sky Catering
Corporation, Evergreen Airline Services
Corporation, Evergreen Air Cargo Service
Corporation, and other selected subsidiaries.

Operating strategies developed by the carrier
are far-reaching. Company goals place equal
importance on its passenger and cargo services,
and it works in cooperation with affiliated carriers
to maximize mutual efficiencies and effectively

compete on a global scale. Its worldwide hub of

operations at Chiang Kai-Shek International
Airport in Taiwan has proven to be both successful
and strategic.

EVA Air listed its stock on Taiwan's TAIS-
DAQ Market in October 1999, and moved to the
main board, TSE, in September 2001.

1988~1990

On September 1, 1988 at the celebration for
the 20th birthday of Evergreen Marine
Corporation, Group Chairman Y. F. Chang
announced that Evergreen would launch an inter-
national airline. EVA Air was officially formed in
March 1989. After careful deliberation, the fledg-
ling airline signed a contract with
Boeing/McDonnell Douglas for 26 aircraft at a
total purchase value of US$3.6 billion, and imme-
diately captured the attention of the global airline
market.
1991

EVA Air accepted delivery of its first two
B767-300ERs in April, and made its inaugural
flight on July 1. Within that first week, the new
airline opened five destinations in Asia --
Bangkok, Seoul, Jakarta, Kuala Lumpur and
Singapore.
1992

The comprehensive EVA Training Center was
inaugurated in July, and the carrier's first two all-
passenger B747-400s were delivered in November.
EVA used the first flights of the new aircraft to

12



launch its Taipei-Los Angeles route and introduce

its four classes of cabin service, including the
debut of its trend-setting Evergreen Deluxe Class
in-between Economy and Super Business.
1993

EVA Air set new standards and heightened
expectations by expanding its network to more
than half a dozen new destinations, and by
launching service to London, Paris, Seattle, New
York, San Francisco, Brisbane, Sydney and
Dubai.
1994
EVA made the greatest number of new aircraft
additions to its fleet this year, purchasing a total of
eight, including three MD-11s, one B747-400, and
four B767-200s. The airline also added Bali,
Fukuoka and Auckland routes to its network.
1995

The carrier purchased three MD-11

freighters, and began to vigorously develop air

cargo operations. It set goals emphasizing passen-
ger and cargo services equally. And it used joint
operations and land transportation to successfully
extend EVA Cargo services worldwide.
1996

Enhancing the high quality of its operations,
EVA applied for ISO-9002 certification. Within
the next year, its passenger service, cargo service
and aviation maintenance operations were all
three granted ISO-9002 international certifica-
tions simultaneously. EVA achieved 1SO-
9001:2000 certification in 2001.
1997

Ensuring consistent service quality, EVA and
Singapore Air formed Evergreen Sky Catering
Corporation as a joint venture and in February,
began providing in-flight catering services.
1998

Promoting air safety, EVA signed a joint-ven-

ture contract with General Electric and established




Evergreen Aviation Technologies Corporation on
February 24. That same day, a powerful new
engine test cell was placed in operation, and the
new joint venture began an aggressive campaign
to raise the standards of the aircraft maintenance
business.
1999

Earning brilliant results with both passenger
and cargo service, EVA produced outstanding
operating performances for five successive years.
The Securities and Futures Commission (SFC) of
Taiwan approved its admission to the exchange,
and on October 27, EVA Air shares began to be
traded on the over-the-counter market.
2000

In anticipation of future needs and to expand
its fleet, EVA signed a purchase contract in June
with the Boeing Company for 15 B777-
200X/300Xs that included a firm order for seven
of the aircraft and an option for eight more.
Deliveries are scheduled to begin in 2005. The
carrier relocated its hub to the brand-new
Terminal 2 at Chiang Kai-Shek International
Airport at the end of July.
2001

EVA committed to add more new, technolog-
ically advanced aircraft to its fleet in March by
signing a purchase contract for eight Airbus A330-
200s and making plans to start taking deliveries in
2003. EVA Air also secured approval to transfer its
stock listing from OTC and on 17 September,
moved its shares to the Taiwan Security Exchange
(TSE).

2002

EVA launched its online booking system on
January 9. It gained approval to add 24 passenger
flights on its thriving Hong Kong route and to
begin new freighter service. It also introduced a
new slogan "Just relax, your home in the air."
2003

EVA debut stylish new cabin-crew uniforms
on April 1, took delivery of its first A330-200 on
June 26 and introduced its new generation of a top
cabin class, Premium Laurel, along with an
upgraded economy class.
2004

EVA Air exercised an option for eight B777s
that was part of the firm purchase contract execut-
ed with Boeing in June 2000, expanding its fleet by
a total of 15 brand-new B777s. Deliveries of the
new aircraft started in 2005 and continue through
2009.
2005

EVA took delivery of its first two of 15 B777s
and introduced the extra-roomy, exceptionally
comfortable new aircraft to passengers on the
Bangkok and London with an inviting new slogan,
"Sharing the World, Flying Together."

February

EVA launched service to Vientiane, Laos with
three flights per week.
March

EVA took the opportunity created by a new

air traffic agreement between the governments
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of Taiwan and Korea to upgrade flights to Seoul

from charters to scheduled service. We also
boosted frequency from seven to nine weekly
flights.

June

Shareholders voted at their 2005 annual
shareholders' meeting to distribute a stock divi-
dend of NT$0.1 per share and a cash dividend
of NT$0.5, in addition to allocating NT$51.17
million for employee bonuses and NT$20.40
million for supervisors and directors remuner-
ation.

EVA resumed service between Taipei and
Honolulu with three flights a week and introduced
a new Airbus 330-200 featuring the airline's latest
innovations in cabin amenities and entertainment

on-demand.

July

EVA took delivery of its first brand-new
Boeing B777-300ER at the aircraft maker's factory
in Seattle, Washington, USA.
August

EVA invested IDR784,000,000 and acquired a
499% stake in PT Perdana Andalan Air Service.
October

EVA initiated an alliance with Far Eastern Air
on the Taipei - Phnom Penh route, starting with
two flights per week and increasing to five on
November 1, 2005.
November

The Board of Directors approved the issue of
360,000,000 shares of common stock to purchase

more new aircraft.




Directors and Supervisors

Date of [:z?;a?f Shareholding Present Shasrggullzlg by
. I t
Electlop Tenure Election, When Elected Shareholdings Dependents
(Inauguration)
Chairman Lin Bou-Shiu 2004.06.15 | 3 Years | 2004.06.15 236,587 | 0 402,619 | 0.01 19,667 0
Director Chang Yung-Fa | 2004.06.15 | 3Years | 1989.03.31 | 660,454,669 | 22.75 | 750,571,262 | 20.02 | 25,906,773 | 0.69
(Note 1)
Director Chang Kuo-Cheng | 2004.06.15 | 3 Years | 1989.03.31 | 660,454,669 | 22.75 | 750,571,262 | 20.02 0 0
(Note 1)
Director Chang Kuo-Wei | 2004.06.15 | 3Years |2001.04.19| 70,977,610 | 2.44 | 80,762,241 | 2.15 0 0
Director Lin Ching-En 2004.06.15 | 3Years |2001.04.19| 3,690,013 | 0.13 4,319,354 | 0.12 0 0
Director Lin Shin-| 2004.06.15 | 3Years | 1998.05.06 0| 0 0| 0 0 0
Director Kao Ruey-Perng | 2004.06.15 | 3Years | 2002.06.18 2751 0 1,048 0 0 0
Supervisor Ko Li-Ching 2004.06.15 | 3 Years | 1992.05.02 136,887 | 0 143,509 | 0 0 0
Supervisor Owng Rong-Jong | 2004.06.15 | 3 Years | 1996.03.21 | 660,454,669 | 22.75 | 750,571,262 | 20.02 0 0
(Note 1)
Supervisor Chen Cheng-Pang | 2004.06.15 | 3 Years | 2001.04.19 5770 0 6,398 | 0 6,351 0

Note 1: Representative of Evergreen Marine Corp.
Note 2: As of April 30, 2006, the Company has issued 3,749,886,920 shares.




Tamkang University
President, EVA
Airways Corp.

Director,Uni Airways Corp.

Director, Evergreen

Sky Catering Corp.

Chairman, Hsiang-Li Investment Corp.

April 30, 2006

Taipei Commercial High School Director, Director | Chang Kuo-Cheng Son
Chairman, Evergreen Evergreen Marine Corp. Director Chang Kuo-Wei Son
Marine Corp. Director, Evergreen Intl.

Corp.
BA, Boston University Chairman, Evergreen Marine Corp. Director Chang Yung-Fa Father
Chairman, Director, Evergreen Intl. Director Chang Kuo-Wei Brother
Evergreen International Corp. Storage & Transport Corp.

Director, Evergreen Intl. Corp.

Director, Evergreen Sky

Catering Corp.
Master of Arts in Economics, President, EVA Airways Corp. Director Chang Yung-Fa Father
California State University, Long Beach| Director, Evergreen Director | Chang Kuo-Cheng Brother

CEVP, EVA Airways Corp.

Sky Catering Corp.

MBA, Kobe University, Japan
EVP, EVA Airways Corp., America.

Chairman, Evergreen
Air Cargo Service Corp.

BA in Political Science, NTU.
Director, China Development
Industrial Bank

Chairman, United
Holdings Corp.

Keelung Commercial School
Director, Evergreen Container
Terminal Corp.

Executive Director of Chang Yung-Fa
Charity Foundation

Keelung Girl's Senior High School
Executive VP,
Evergreen International Corp.

Supervisor, Evergreen Marine Corp.
Supervisor , Evergreen Intl.Storage &
Transport Corp .

Supervisor , Central Reinsurance Corp.
Supervisor, Uni Airways Corp.
Supervisor,Hsin-Tao Power Corp.

EMBA, Department of Business
Administration, College of Business
National Taipei University
Executive Vice President,
Evergreen Marine Corp.

Exec.VP, Evergreen Marine Corp.
Supervisor , Evergreen Intl.
Storage & Transport Corp .
Director , Central

Reinsurance Corp.

BA, Soochow University
Senior VP, Uniglory Marine Corp.

Senior VP, ltalia Marittima S.P.A




Major Shareholder of EVA Air's Institutional Shareholder

April 30, 2006

Evergreen Marine Corp. Evergreen International SA (Panama)

Representatives with Major Holdings in Institutional Investors
April 30, 2006

Evergreen International SA (Panama) Chang Yung-Fa, Chang Kuo-Hua,
Chang Kuo-Ming, Chang Kuo-Cheng
Chang Kuo-Wei
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Criteria for Expertise and Independence of Directors and Supervisors

Lin Bou-Shiu

Chang Yung-Fa

Chang Kuo-Cheng

Chang Kuo-Wei

Lin Ching-En

Lin Shin-I1

2| 2| 2| 2
2| 2| 2| 2

Kao Ruey-Perng

2| 2| 2| 2| =2

Ko Li-Ching

2| 2| 2|2 | 2|2 |2 |2| <2

2
2| 2| 2| <2
2|l 2| 2| 2| 2

Owng Rong-Jong N N

2| 2| 2| 2| 2| <] <

<

Chen Cheng-Pang VIANTV]T VTN N

(1) Not an employee of the Company or a director, supervisor or employee of affiliated companies; but an inde-
pendent director or independent supervisor of the Company's parent company or affiliated companies would
not be subject to this criteria.

(2) Not an individual shareholder directly or indirectly holding 1% or more of the total shares issued by the
Company or one of the top 10 individual shareholders.

(3) Not a spouse or relative of the second-degree or closer to persons referenced in the previous two columns.

(4) Not a director, supervisor or employee of the institutional shareholder directly or indirectly holding 5% or
more of the total stocks issued by the company or a director, supervisor or employee of one of the top five
institutional shareholders.

(5) Not a director, supervisor, manager or a shareholder holding 5% or more of the outstanding shares issued
by certain companies or institutions that have financial or business relationships with the Company.

(6) Not an owner, partner, director, supervisor or manager of any sole proprietorship, partnership, company or
institution and his/her spouse, or a specialist and his/her spouse who has provided financial, commerce, or
legal consultation and services to the Company or affiliated companies within one year.

(7) Not an institutional body or its representative as described in Article 27 of the Company Law.




Compensation for Directors

Transportation : Compensation from
Compensation : -
Allowance Earnings Distribution

Consolidated Consolidated Consolidated
Subsidiaries of EVA Subsidiaries of EVA Subsidiaries of EVA

Chairman Lin Bou-Shiu

. Evergreen Marine Corp.
Director
Chang Yung-Fa

Evergreen Marine Corp.

Director
Chang Kuo -Cheng - - 7,17 9,861 10,200 14,000

Director Chang Kuo-Wei

Director Lin Ching-En

Director Lin Shin-I

Director Kao Ruey -Perng

Note : Employee bonus from earnings distribution proposed by Board of Directors of NT$52,320
thousand is preliminary at the time of printing this report, and it has not been approved by shareholders yet.




Dec. 31, 2005
NT$ (Thousand)

Number of
. o Total Amount in Other
Employee Bonus from Earnings Distribution Total Amount Employee Stock :
Compensation

Net Profit (%) Options Granted

Consolidated :
Subsidi f EVA
SRR EVA | Subsidiaries
8 o
Shares Price a5 Shares Price| Amount 8

Note| - - - |Note| - - - 17,3711 23,861 |1.31 1.43




Compensation for Supervisors

Transportation Compensation from
Compensation

Allowance Earnings Distribution

Consolidated Consolidated Consolidated
Subsidiaries of EVA Subsidiaries of EVA Subsidiaries of EVA

Supervisor| Ko Li-Ching

Evergrenn
Supervisor| Marine Corp. - - - - 700 1,700
Owng Rong-Jong

Supervisor Chen Cheng-Pang




Dec. 31, 2005
NT$ (Thousand)

Total Amount Total Amount in Net Profit (%) Other Compensation

Consolidated Consolidated Consolidated
Subsidiaries of EVA Subsidiaries of EVA Subsidiaries of EVA

700 1,700 0.05 0.10 - -




Principal Officers

Spouse & Shares Held

Date of Shareholding Dependent by Other

Inauguration Shareholding |Nominal Holder
President Chang Kuo-Wei 2005.01.01 80,762,241 2.154 0 0 0 0
Chief Executive Vice President| ~ Chen Hsing-Te 2005.10.01 359,930 0.010 0 0 0 0
Executive Vice President, Nieh Kuo-Wei 2005.01.01 77,456 0.002 4,125 0 0 0

Public Relations Div.

Executive Vice President, Kao Wan-Hsin 2003.07.01 101,220 0.003 0 0 0 0

Corporate Planning Div.

Executive Vice President, Yuen Ping-Yu 2004.01.01 82,041 0.002 0 0 0 0
Flight Operations Div.

Executive Vice President, Chiu Ke-Tai 2001.04.19 253,017 0.007 0 0 0 0
CKS Airport Div.

Executive Vice President, Ho Ching-Sheng 2005.01.01 450,101 0.012 0 0 0 0

Flight Safety Div.
Executive Vice President, Tai Jiin-Chyuan 2005.07.01 150,843 0.004 0 0 0 0

Legal & Insurance Div.

Senior Vice President, Wu Kuang-Hui 2004.07.01 164,964 0.004 0 0 0 0
Finance Div.

Senior Vice President, Li Shyn-Liang 2005.11.14 106,634 0.003 0 0 0 0
Passenger Div.

Senior Vice President, Han Jei-Li 2003.01.01 765 0 0 0 0 0

Flight Operations Div.

Senior Vice President, Yang Yung-Heng 2006.04.15 57,652 0.002 0 0 0 0

Cargo Div.




April 30, 2006

Concurrent Positions| Manager Related by Marriage or Within Second-

Education and Experience with Other degree Blood Relationship of Each Other
Companies
e e oy
Master of Arts in Economics, Director, Evergreen Sky
California State University, Long Beach Catering Corp.

Chief Executive Vice President,EVA Airways Corp.

BA in Transportation Technology & Management,
Chiao-Tung University

Senior Vice President, Evergreen Intl. Corp.

Master in Communications, Shih Hsin University

Manager, Evergreen Intl.(UK) Ltd

BA in French, Fu Jen University

Senior Vice President, Uni Airways Corp.

BAin Electrical Engineering,

Cheng Kung University

BA in Politics, Chinese Cultural University
Junior Vice President,

Evergreen Construction Corp.

Graduate Institute of Flight Safety,

University of Missouri

Graduate Institute of Maritime Law,
Ocean University

Manager, Evergreen Intl. Corp.

MBA, Sun Yat Sen University

Junior Vice President ,Evergreen Intl.Corp.

BA in Traffic and Transportation

Management, Feng Chia University

BA in Soil & Water Conservation,

Tamkang University

BA in Business Administration,

Chinese Cultural University




Date of

Shareholding

Spouse &

Dependent

Shares Held
by Other

Inauguration Shareholding |Nominal Holder
e |0 Waros 09 Warbe )

Senior Vice President Yang |-Teng 2006.04.01 12,682 0 0 0 0 0
Cabin Service Div.
Senior Vice President, Chang Lih-Lih 2004.01.01 156,340 0.004 0 0 0
Inflight Service Div.
Senior Vice President, Kuo Sheng-Yih 2003.01.01 103,398 0.003 885 0 0
Engineering& Maintenance Div,
Senior Vice President, Fang Gwo-Shiang 2006.01.01 173,058 0.005 0 0 0
Computer Div.
Senior Vice President, Lu Yu-Chuan 2006.01.01 71,050 0.002 0 0 0
Personnel Div.
Senior Vice President, Sun Cyai-Ming 2006.04.24 83,461 0.002 0 0 0
Corporate Planning Div.
Senior Vice President, Li Jen-Ling 2006.01.01 93,958 0.003 589 0 0
Corporate Planning Div.
Senior Vice President, Lin Jyh-Jong 2006.01.01 127,061 0.003 0 0 0
Corporate Planning Div.
Senior Vice President, Cheng Chuan- Yi 2006.01.01 70,252 0.002 0 0 0
Corporate Planning Div.
Deputy Senior Vice President, Li Ping-Yin 2005.01.01 115,558 0.003 891 0 0
Auditing Div.
Deputy Senior Vice President,|  Tsai Ta-Wei 2004.07.01 749 0 828 0 0
Finance Div.
Deputy Senior Vice President,  Soong Allen 2005.04.01 12,310 0 0 0 0
CKS Airport Div.
Deputy Senior Vice President, Wu Su-Shin 2006.01.01 103,944 0.003 0 0 0
Service Co-ordination Div.




Education and Experience

Concurrent Positions| Manager Related by Marriage or Within Second-
with Other degree Blood Relationship of Each Other

Department of Chemical Engineering, Minghsin
Institute
Senior Vice President,

Evergreen Sky Catering Corp.

Companies
Title Name Relationship

BA in Statistics, Tamkang University,

Secretary, Evergreen Intl. Corp.

Dept. of Marine Engineering,

Kaohsiung Institute of Marine Technology

BA in Computer Science, Feng Chia University

Deputy Junior Vice President, Evergreen IT Corp.

BA in Business Administration, Fu Jen University
Junior Vice President, Evergreen Aviation

Technologies Corp.

BA in International Trade,Chinese

Cultural University

BA in Industrial & Business Management,

National Taiwan University

Graduate School of Maritime Science, Chinese
Cultural University

Deputy Manager, Evergreen America  Corp.

BA in International Trade, Tunghai University

Graduate School of Management,
Yuan Ze University

Manager, Evergreen Heavy Industry Corp.

BA in Accounting, Chinese Cultural University

Dept. of Tourism, Shin-Hsin University

BA in Sociology, Fu Jen University
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Compensation for President and Executive Vice Presidents

Reward and

Extraordinary Allowance

Consolidated Consolidated
Subsidiaries of EVA Subsidiaries of EVA
President Chang Kuo-Wei
Chief Executive Vice President Chen Hsing-Te
Executive Vice President Chiu Ke-Tai
Executive Vice President Kao Wan-Hsin
Executive Vice President Yuen Ping-Yu 24,284 24,284 -
Executive Vice President Ho Ching- Sheng
Executive Vice President Nieh Kuo-Wei
Executive Vice President Kou Jin- Cheng
Executive Vice President Tai Jiin- Chyuan

Note : Employee bonus from earnings distribution proposed by Board of Directors of NT$52,320
thousand is preliminary at the time of printing this report, and it has not been approved by shareholders yet.




Dec. 31, 2005
NT$ (Thousand)

Total Amount in Net | Number of Employee

Employee Bonus from Earnings Distribution Total Amount Other Compensation
Profit (%) Stock Options Granted

Consolidated Consolidated Consolidated Consolidated Consolidated
es of EVA EVA | Subsidiaries Subsidiaries | EVA | Subsidiaries | EVA | Subsidiaries
St of EVA of EVA of EVA of EVA
res | Price | Amount

Note - - - Note - - - |24284 24,284 1.83 1.46




Managers Granted Employee Bonuses, Distribution

President

Chang Kuo-Wei

Chief Executive
Vice President

Chen Hsing-Te

Manager

Executive Vice Nieh Kuo-Wei
President

Executive Vice Kao Wan-Hsin
President

Executive Vice Yuen Ping-Yu
President

Executive Vice Chiu Ke-Tai
President

Executive Vice Ho Ching-Sheng
President

Executive Vice Tai Jiin-Chyuan
President

Executive Vice Kou Jin-Cheng
President

Senior Vice President| Wu Kuang-Hui
Senior Vice President| Han Jei-Li
Senior Vice President| Chang Lih-Lih

Senior Vice President

Kuo Sheng-Yih

Senior Vice President

Fang Gwo-Shiang

Senior Vice President

Chen Yeou-Yuh

Senior Senior Vice | Li Shyn-Liang
President

Deputy Senior Vice | Sun Cyai-Ming
President

Deputy Senior Vice | Li Jen-Ling
President

Deputy Senior Vice | Lin Jyh-dJong
President

Deputy Senior Vice | Cheng Chuan-Yi
President

Deputy Senior Vice | Lu Yu-Chuan
President

Deputy Senior Vice | Li Ping-Yin
President

Deputy Senior Vice | Tsai Ta-Wei
President

Deputy Senior Vice | Soong Allen
President

Note

Dec. 31, 2005

NT$ (Thousand)

Note

Note

Note : Employee bonus from earnings distribution proposed by Board of Directors of NT$52,320
thousand is preliminary at the time of printing this report, and it has not been approved by shareholders yet.
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Net Changes in Shareholdings and Shares Pledged by Directors, Supervisors,
Managers and Major Shareholders

Increase Increase Increase Increase

(Decrease) (Decrease) in (Decrease) (Decrease) in
in Shareholding | Shares Pledged| in Shareholding | Shares Pledged

Chairman Lin Bou-Shiu 3,607 0 31,197

Evergreen Marine Corp. 6,725,220 58,158,835

Representative:
Director Chang Yung-Fa 990,00 0 8,561,826 0

Representative:

Chang Kuo-Cheng 1,063,908 0 9,200,540 0
Director & President Chang Kuo-Wei 722,744 0 6,350,202 0
Director Lin Ching-En (30,746) 0 297,789 0
Director Kao Ruey-Perng 10 0 0 0
Director Lin Shin-| 0 0 0 0
Supervisor Ko Li-Ching 1,393 0 0 0

Evergreen Marine Corp. 6,725,220 0 58,158,835 0
Supervisor Representative:

Owng Rong-Jong 299 0 0 0
Supervisor Chen Cheng-Pang 62 0
Major Shareholder Evergreen Marine Corp. 6,725,220 58,158,835
Major Shareholder Evergreen International Corp. 3,693,082 31,636,754
Chief Executive
Vice President Chen Hsing-Te 2,597 0 92,465 0
Executive Vice
President Nieh Kuo-Wei (8,566) 0 32,754 0
Executive Vice
President Kao Wan-Hsin (44,131) 0 56,736 0
Executive Vice i
President Yuen Ping-Yu (17,406) 0 20,870 0
Executive Vice ) )
President Chiu Ke-Tai 2,166 0 30,000 0
Executive Vice )
President Ho Ching-Sheng 3,943 0 44101 0
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Executive Vice President | Tai Jiin-Chyuan 634 0 85,489 0
Senior Vice President Wu Kuang-Hui 850 0 77,358 0
Senior Vice President Li Shyn-Liang 33,796 0 72,838 0
Senior Vice President Han Jei-Li (62,382) 0 59 0
Senior Vice President Yang Yung-Heng (Note 2) 0 0 (10,000) 0
Senior Vice President Yang I-Teng (Note 3) 0 0 0 0
Senior Vice President Chang Lih-Lih 4,689 0 21,339 0
Senior Vice President Kuo Sheng-Yih (46,526) 0 60,595 0
Senior Vice President Fang Gwo-Shiang (26,077) 0 77,985 0
Senior Vice President Lu Yu-Chuan 9 0 70,081 0
Senior Vice President Sun Cyai-Ming 810 0 0 0
Senior Vice President Li Jen-Ling (35,275) 0 55,251 0
Senior Vice President Lin Jyh-Jong (17,582) 0 0 0
Senior Vice President Cheng Chuan-Yi (62,998) 0 70,019 0
Deputy Senior Vice

. Li Ping-Yin 408 0 73,530 0
President
Deputy Senior Vice

. Tsai Ta-Wei (56,673) 0 (5,942) 0
President
Deputy Senior Vice

. Soong Allen 22 0 10,000 0
President
Deputy Senior Vice .

. Wu Su-Shin (Note 4) 0 0 44,954 0
President

Note 1: Shareholders holding more than 10% of the Company's stock are noted as

respectively.

Note 2: Senior Vice President Yang Yung-Heng was inaugurated on April 15, 2006.
Note 3: Senior Vice President Yang I-Teng was inaugurated on April 1, 2006.

"major shareholders" and listed

Note 4: Deputy Senior Vice President Wu Su-Shin was inaugurated on January 1, 2006.

Information on Stock Transfer: Nil

Information on Stock Pledged: Nil
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common stock at NT$10 par value per share

As of 31 December, 2005, EVA Air had  With 3,389,887,000 shares issued and outstand-
authorized share capital of 4,000,000,000 in ing.

03/1989 | 10 1,000,000 | 10,000,000 250,000 | 2,500,000 | Cash founding 2,500,000

10/1990 | 10 | 1,000,000 | 10,000,000 350,000 | 3,500,000 |Cash offering 1,000,000

08/1991 | 10 | 1,000,000 |10,000,000| 700,000 | 7,000,000 | Cash offering 3,500,000

05/1992 | 10 | 1,000,000 |10,000,000| 1,000,000 | 10,000,000| Cash offering 3,000,000

10/1992 | 10 | 1,800,000 | 18,000,000| 1,200,000 | 12,000,000 Cash offering 2,000,000

08/1993 | 10 | 1,800,000 |18,000,000| 1,400,000 | 14,000,000| Cash offering 2,000,000

05/1994 | 10 | 1,800,000 | 18,000,000 1,800,000 | 18,000,000 Cash offering 4,000,000

09/1995 | 10 2,000,000 |20,000,000| 1,500,000 | 15,000,000| Capital reduction(6,300,000)
Cash offering 3,300,000

06/1996 | 10 |2,000,000 |20,000,000| 1,800,000 | 18,000,000| Cash offering 3,000,000

06/1997 | 10 | 2,000,000 |20,000,000| 2,000,000 |20,000,000| Cash offering 2,000,000

07/2000 | 10 |2,400,000 |24,000,000| 2,100,000 |21,000,000| Capital surplus 300,000
Capitalization of profit 700,000

08/2001 | 10 |2,400,000 |24,000,000| 2,205,000 |22,050,000| Capitalization of Profit 1,050,000

12/2002 | 10 | 3,000,000 30,000,000 2,425,000 | 24,250,000 Cash offering 2,200,000

10/2003 | 10 | 3,000,000 |30,000,000| 2,632,580 | 26,325,800  Capitalization of profit 485,000
Corporate bond conversion 1,590,800

12/2003 | 10 | 3,000,000 |30,000,000| 2,753,433 | 27,534,330| Corporate bond conversion 1,208,530

03/2004 | 10 | 3,000,000 |30,000,000| 2,892,904 |28,929,038| Corporate bond conversion 1,394,708

07/2004 | 10 | 3,000,000 | 30,000,000 2,934,369 |29,343,694| Corporate bond conversion414,656

08/2004 | 10 | 4,000,000 |40,000,000| 3,046,477 |30,464,767| Capitalization of Profit 1,121,073

09/2004 | 10 | 4,000,000 |40,000,000| 3,266,477 | 32,664,767| Cash offering 2,200,000

12/2004 | 10 |4,000,000 40,000,000| 3,271,426 | 32,714,259| Corporate bond conversion 49,492

03/2005 | 10 | 4,000,000 |40,000,000| 3,304,390 |33,043,895| Corporate bond conversion 329,636




Authorized Capital Issued Capital Non-
Month/ Shares | Amount SHETEY Amount Sources of Capital Monetary
Year ("000) ('000) ('000) ("000) ("000) Capital
Expansion
06/2005 | 10 | 4,000,000 | 40,000,000 3,356,745 |33,567,445| Corporate bond conversion 523,550 -
08/2005 | 10 | 4,000,000 | 40,000,000 3,389,667 |33,896,675| Capitalization of Profit 329,230 -
12/2005 | 10 | 4,000,000 |40,000,000| 3,389,887 |33,898,869 Corporate bond conversion 2,194 -
03/2006 | 10 | 4,000,000 |40,000,000| 3,749,887 |37,498,869| Cash offering 3,600,000 -
Shareholders Structure
Evergreen
International
Others Corp.
28% 11%
Evergreen
Marine Corp.
(Taiwan)
20%

Foreign
Institution & )
Individual Chal?Ig5 tI;)amlly
26%

Status of Shareholders

As of April 16,2006

: : : Foreign
Government Fm'Tinc'laI Other !_egal Dor.nclastlc Institution & Total
Agency Institution Entity Individual Individual
Number of Shareholders 3 4 124 82,958 775 83,864
Shareholdings 164 3,494,408 1,245,577,542 | 1,518,850,501 | 981,964,305 | 3,749,886,920
Holding Percentage 0 0.09 33.22 40.50 26.19 100.00
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Distribution of Common Shares

As of April 16,2006

1-999 23,158 4,813,602 0.1284
1,000-5,000 29,216 66,184,861 1.7650
5,001-10,000 11,644 82,530,059 2.2009
10,001-15,000 6,671 78,064,883 2.0818
15,001-20,000 2,687 47,658,645 1.2710
20,001- 30,000 3,638 86,961,120 2.3190
30,001-50,000 2,948 113,910,460 3.0377
50,001-100,000 2,332 159,409,190 4.2510
100,001-200,000 947 126,005,563 3.3602
200,001-400,000 303 81,795,382 2.1813
400,001-600,000 83 39,396,944 1.0506
600,001- 800,000 51 35,565,048 0.9484
800,001-1,000,000 20 18,150,490 0.4840
1,000,001 and above 166 2,809,440,673 74.9207
Total 83,864 3,749,886,920 100
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Market Price, Net Worth, Earnings and Dividends per Share for Most Recent

Two Years

Highest NT$22.5 NT$17.45 NT$14.55
Market Price
Lowest NT$12.05 NT$12.05 NT$12.10
per Share
Average NT$14.98 NT$14.66 NT$13.24
Net Worth Before Distribution NT$13.18 NT$12.97 NT$12.08
per Share After Distribution NT$12.53 NT$12.73 -
Weighted Average Shares | 3,090,044,000 shares | 3,362,148,000 shares | 3,429,887,000 shares
Before
Earnings per NT$1.06 NT$0.39 NT$0.07
Earnings Adjustment
Share
Per Share After
NT$1.05 -
Adjustment
Cash Dividends NT$0.49040005 NT$0.2 -
Dividends from
Dividends Retained NT$0.09808001 -
Stock
per Share Earnings
Dividends
Dividends from
Capital Surplus
Price/Earnings Ratio
13.71 37.21 -
(Note 1)
Return on Price/Dividend Ratio
29.36 72.55 -
Investment (Note 2)
Cash Dividend Yield Rate
3.41% 1.38% -
(Note 3)

Note 1: Price/Earnings Ratio = Average Share Price at Market Close for Current Fiscal Year/Earnings per Share
Note 2: Price/Dividend Ratio = Average Share Price at Market Close for Current Fiscal Year/Cash Dividend per Share.
Note 3: Cash Dividend Yield Rate = Cash Dividend per Share/Average Market Closing Share Price for Current Fiscal

Year.
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Dividend Policy and Implementation
Status

Dividend Policy

In accordance with Article 26 of EVA's
Articles of Incorporation, any earning from
the annual settlement should first be used to
offset accumulated deficits from previous
years, after deducting all applicable taxes and,
second, 10% of the balance should be set
aside in a legal reserve; any remainder will be
added to undistributed earnings from the
prior period for distribution after the board
of directors proposes a distribution program
with employee bonuses of no less than 1%
and director/supervisor compensation that
does not exceed 5% of the distributed amount
and submits the program at a shareholders'
meeting for resolution.

Since achieving growth status, the
Company has adopted a remainder appro-

priation method as its dividend policy to

accommodate future operations and expan-

sion, distributing cash dividends and stock
dividends alternately with cash dividends
that range from 0 to 50% and stock divi-
dends from 100% to 50%. To maintain
profitability and govern the impact of stock
dividends on its operating performance,
the Company may adjust the distribution
rate for cash dividends to 100%~50% and
stock dividends to 0~50% in accordance
with capital status if estimated earnings
per share for the current fiscal year are 20%

lower than those of the previous year.

Dividend Distribution in Current Year

The board adopted a proposal for 2005 divi-
dend distribution at its meeting on April 24,
2006 that cash dividends of NT$0.2 per share
will be distributed to shareholders. The pro-
posed dividend distribution will be effected
upon the approval of shareholders at the
Annual Shareholder Meeting in June 2006.
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Employee Bonuses and Compensation
Paid to Directors and Supervisors

Range or Percentage of Employee Bonuses
and Compensation Paid to Directors and
Supervisors Specified in Article 26 of EVA's
Articles of Incorporation: Earnings, if any,
from the annual settlement should first offset
accumulated deficits for previous years after
all applicable taxes are deducted and, second,
10% of the balance should be set aside in a
legal reserve; any remainder will be added to
undistributed earnings from the prior period
for distribution after the board of directors
proposes a distribution program with
employee bonuses of no less than 1% and
director/supervisor compensation that does
not exceed 5% of the distributed amount and
submits the program at a shareholders' meet-

ing for resolution.

Proposed Employee Bonus Plan
Approved by Board of Directors
Employee Cash Bonus: NT$ 52,320,000
Employee Stock Bonus: Nil

Compensation Paid to Directors and
Supervisors: NT$ 10,900,000

Number of shares proposed for distribution to
employees and the percentage of the shares
above capitalized earnings: 0 share; 0%.
Estimated EPS after deduction of employee
bonus and compensation to directors and
supervisors: NT$ 0.38

Distribution of Employee Bonus and

Compensation Paid to Directors and
Supervisors in Prior Year:

Employee Cash Bonus: NT$ 51,173,775
Employee Stock Bonus: Nil

Compensation Paid to Directors and
Supervisors: NT$ 20,400,000

Number of shares proposed for distribution to
employees and the percentage of the shares
above capitalized earnings: 0 share; 0%.
Estimated EPS after deduction of employee
bonus and compensation to directors and

supervisors: NT$ 1.04

Status of Stock Repurchase by the
Company: N/A




Pilots 719 738

Cabin Crew 1,470 1,471

No. of Employees Dispatchers 44 31
Maintenance 79 106

Other 2,622 2,752

Total 4,934 5,098

Average Age 32.7 33.4

Average Seniority 7.0 7.4

Doctorate 0.06% 0.08%

Master's 3.15% 3.60%

Education Bachelor's 85.91% 86.39%
High School 10.21% 9.30%

Other 0.67% 0.63%
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Organization

Shareholders

Supervisors

Auditing Div.

Board of Directors

t
c
o

S
(7
<

o

Chief Executive Vice President

Service Quality Committee

Planning Committee

Corporate

Safety Promotion Committee

Public Relations Div.

General Affairs Dept.
Personnel Div.

Legal & Insurance Div.
Finance Div.

Corporate Planning Div.
Service Co-ordination Div.
Passenger Div.

Cargo Div.

Flight Safety Div.

Flight Operations Div.

Inflight Service Div.

Cabin Service Div.

Engineering & Maintenance Div.
CKS Airport Div.

Taichung Office

Computer Div.

Clinic Div.

Labor Safety & Health Div.

Foreign Branches
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™ January 2005 - ended a lease with ATLAS for
one B747-400 freighter.

M March 2005 - leased a second MD-11 freighter
from World Airways and one MD90 from UNI
Airways, and took delivery of our seventh
A330-200.

M April 2005 -sold one B767-200.

B May 2005 - returned one B767-300ER, sold one
B767-200 and leased our eighth A330-200.

M June 2005 -returned a B767-300ER and a MD-
11 freighter.

M July 2005 - took delivery of our first B777-
300ER and our ninth A330-200.

B August 2005 - took delivery of our second
B777-300ER, leased our third MD-11 freighter
from World Airways, and retired one B767-200.

B October 2005 - took delivery of our tenth
A330-200.

B November 2005 - bought back one B747-400
and sold our last B767-200 passenger aircratft.

B747-400 1 10.30 14.03
B747-400 Combi 1 0 9 11.42 13.11
B767-300ER 0 0 2 2 13.55 8.20
A330-200 2 0 8 10 1.37 1 10.11
(May 2006)
MD-90 5 8.74 5.01
MD-11 Freighter 9 0 5 14 8.87 14.99
B747-400 Freighter 3 0 0 3 4.46 14.92
3
B777-200LR 0 0 0 0 (March, June, NA
2008/ March 2009)
10( Jan.,Nov.
2006/Feb.,May,
B777-300ER 0 0 2 2 0.39 Aug.,Dec.2007/ 11.88
May,July,Oct.
2008/ Jun. 2009)
Total 16 3 32 51 7.52 12.61
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The Market

44%

4%

2005 Passenger Revenue Composition

36%

16%

[0 America
O Europe
O Oceania
[ Asia

1%

2005 Cargo Revenue Composition

18%

19%

629 | [JOceania

OAsia

[0 America
O Europe

Passenger Operations

mm-mm-mm-

America 13,548 12,807 5.8% 11,171 10,637 5.0% 82.5 83.1

Europe 5,441 5,096 6.8% 4,151 3,985 4.2% 76.3 78.2 -1.9
Asia 8,786 8,263 6.3% 6,656 6,251 6.5% 75.8 75.7 0.1
Oceania 1,573 1,187 32.5% 1,121 882 27.1% 71.3 74.3 -3.0
Total 29,348 27,353 7.3% 23,099 | 21,755 6.2% 78.7 79.5 -0.8

ESERIETAITET Viekl (NTS

America | 1,046,656 | 989,486 5.8% 15,182 13,871 9.5% 1.36 1.30 4.2%
Europe 523,735| 510,225 2.6% 6,963 6,583 5.8% 1.68 1.65 1.5%
Asia 4,185,380 | 3,820,850 9.5% 18,801 16,566 13.5% 2.82 2.65 6.6%
Oceania 148,648 | 117,694 | 26.3% 1,707 1,329 28.4% 1.52 1.51 1.1%
Total 5,904,419 | 5,438,255 8.6% 42,653 38,349 11.2% 1.85 1.76 5.1%

Cargo Operations

2005 2004 % 2005 2004 % 2005 2004 % |

America 4,877 4,773 2.2% 3,421 3,408 0.4% 70.1 71.4 -1.3
Europe 1,258 1,497 -16.0% 1,072 1,288 -16.8% 85.2 86.0 -0.8
Asia 1,065 1,108 -3.9% 753 752 0.1% 70.7 67.9 2.8
Oceania 53 44 20.5% 39 33 18.2% 73.2 67.9 5.3
Total 7,253 7,423 -2.3% 5,285 5,481 -3.6% 72.9 73.9 -1.0
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America | 288,946 | 288,010 0.3% 24,801 23,200 6.9% 7.25 6.81 6.5%
Europe 111,602 | 133,885 | -16.6% 7,467 8,380 | -10.9% 6.97 6.50 7.2%
Asia 438,269 | 432,624 1.3% 7,411 6,732 10.1% 9.84 8.95 9.9%
Oceania 5,282 4,470 18.2% 253 222 14.0% 6.49 6.64 -2.3%
Total 844,099 | 858,989 -1.7% 39,932 38,534 3.6% 7.56 7.03 7.5%

Major Competitors and Market Shares

EVA Airways 27,090 24,862

Number of Flights Taiwan 139,194 131,706
Market Share (%) 19.46 18.87

EVA Airways 5,467,933 4,976,282

Number of Passengers Taiwan 26,144,974 24211111
Market Share (%) 20.91 20.55

EVA Airways 468,536 478,507

Tons of Cargo Taiwan 1,768,402 1,770,084
Market Share (%) 26.49 27.03

Data Source: Monthly Digest of Statistics, CAA




2006 Outlook

The vigorous global economy in tandem with
surging cross-strait economic currents and the
inevitable removal of the ban against direct
travel between Mainland China and Taiwan is
creating a robust business and tourism travel
market. Analyses of growth potential for EVA
within this market show:

America

EVA Air now has 36 direct passenger flights to
the US and Canada. To meet the demands of
the busy summer schedule for 2006 (March 26
- October 28), EVA Air has increased frequency
to 17 flights per week on the Los Angles route,
to 12 per week on our San Francisco service
and two weekly nonstop flights to Seattle. We
are enhancing the convenience of our code-
share relationship with Air Canada by raising
frequency on the Vancouver route from three to
five flights per week during the high season
(late June - early September). And we have
extended our routes and given passengers
added conveniences of easy transit to domestic
destinations throughout the US and Canada by
maintaining code-sharing relationships with
American Airlines, Air Canada, Continental
Airlines and America West Airlines.

Balancing effective costing with service, we
have expanded cargo capacity in North
America. We now provide more than 40 weekly
cargo flights to America, and cater to our cus-
tomers' demands for airfreight services between
Mainland China and the US and Canada. We

have leveraged maximum return on investment

by beefing up service and expanding our cargo
capacity to the US, meeting our customers'
demand and at the same time, remaining vigi-
lant to conditions influencing operational

effectiveness.

Europe

Starting with our 2005 winter schedule, EVA is
operating six weekly flights to London via
Bangkok using our new Boeing 777-300ER air-
craft, and giving our passengers the most
advanced and comfortable cabins available plus
upgraded service standards.

EVA is now making 11 freighter trips to Europe
every week. Further expanding our lift capabili-
ties in this market, we have developed joint
operating alliances with European carriers that
rank among the world's top-10 airlines, includ-
ing British Airways (BA) in the U.K. and
Lufthansa Airlines (LH) in Germany. We also
continue to successfully use the EVA Cargo
Center, Europe in Belgium that we opened for
business on August 18, 2003, to integrate our
cargo network throughout Europe. In addition,
we consistently monitor oil prices and accom-
panying changes in costs so that we can strate-
gically move airfreight capacity to higher-yield
routes whenever it's appropriate but maintain

the smooth integration of our network.

New Zealand and Australia

After carefully evaluating market demand for
passenger service against operating costs, EVA
has kept its code-sharing arrangement with

Qantas Airways on our Australia routes and
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.

will operate direct passenger flights to Brisbane
while the 2006 summer schedule is in effect.
However, we ended our code-sharing service
with Air New Zealand on the Auckland route
and fly our own Airbus 330-200s to the region
instead.

Asia

The International Civil Aviation Organization
(ICAO) offers an optimistic outlook for devel-
opment of the airfreight market in Asia. Within
the Asia-Pacific region, Taiwan is situated to be
a pivotal point for traffic between Southeast
Asia and America. EVA has maximized the
advantages of Taiwan's prime location by
building a comprehensive network that links
Southeast Asia and America. We believe we
have developed the foundation we need to pro-
mote significant future growth.

EVA also plans to address strong travel demand
by increasing services to Northeast Asia in
2006, taking advantage of the Japanese
Government's September 2005 waiver of visa

requirements for Taiwanese visitors. A 2006

bilateral air-traffic rights agreement between
Taiwan and Japan will enable us to boost pas-
senger flights on Sapporo, Sendai and Osaka
routes and launch Nagoya service.

We recently increased cargo capacity on our
Nagoya route in cooperation with Air Nippon
(ANK), further extending our airfreight net-
work in Northeast Asia. At the same time, we
are continuing to scrutinize all our plans for
fleet deployment so that we can refocus our
resources on higher-performing routes when
it's appropriate.

The overall air travel market is thriving, fed by
the strong global economy. Following the suc-
cessful charter-flight program between Taiwan
and Mainland China during Chinese New Year
holidays, we are optimistic about growth in
both the passenger and cargo markets. An
anticipated government-backed "Cross-Strait
Direct Link" development would be positive
news for EVA. But until the necessary approvals
are in place, EVA will remain cautiously opti-
mistic though prepared to respond swiftly

when the opportunity becomes a reality.
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The Network

M EVA launched service to Vientiane, Laos with
three flights a week in February 2005.

M EVA increased cargo flight to Osaka from two
weekly to three in March 2005.

M EVA upgraded its Seoul route from chartered to
regularly scheduled service and boosted frequen-
cy from seven to nine flights every week in March
2005.

M EVA resumed Taipei - Honolulu service with
three flights per week in June 2005.

M EVA formed an alliance with Far Eastern Air on
the Taipei - Phnom Penh route in October
2005, starting with two weekly flights and
increasing to five on November 1, 2005.

M EVA increased its flights to Hokkaido, Sapporo,

Japan to nine weekly in December 2005.

Los San
) Seattle
0 Angeles Francisco
Vancouver Newark Hawaii
O
. Brisbane Auckland Sydney
m Vienna London Paris Amsterdam
Osaka Fukuoka Taipei Kaohsiung Hong Kong Macau
Kuala Denpasar
Bangkok Jakarta ) Surabaya
: Lumpur Bali
Singapore Ho Chi Manila Tokyo Sapporo
i i
gap Minh City y PP
Phnom . . —
Sendai Seoul Hanoi Vientiane
Penh
adie

Air cargo destination only
Total 45 destinations
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Principal Subsidiaries

Focusing on delivering the best performance
and services, EVA concentrated its 2005 investments
within the airline industry. Investments in

Evergreen Aviation Technologies Corp., Evergreen

kets and strong management, rewarding EVA with
2005 profits of NT$ 796,799,000. No additional
investments in subsidiary companies are planned

for 2006.EVA subsidiary companies are presented in

Airways Service (Macau) Ltd, and Evergreen Air  the following table.
Cargo Service Co. prospered due to thriving mar-
Dec.31, 2005
Principal _ :
Company - Location Date Founded Capital Share %
Activities
Evergreen Airline Ground ) -
, . Taiwan Oct. 1990 NT$361.75 million 56.33%
Services Corp. handling
RTW Air . ) .
: Travel business Singapore Oct. 1989 SG$1.5 million 49.00%
Services(S) Pte. Ltd
Green Siam Air ) , -
: Travel business Thailand May 1990 THB20 million 49.00%
Services Co., Ltd.
Evergreen Sky . . ) -
: Airline catering Taiwan Oct. 1993 NT$1 billion 49.80%
Catering Corp.
Evergreen Air transport
Airways Service and aircraft Macau Dec. 1994 US$12,488 99.00%
(Macau) Ltd. leasing
Sl e Aireraft repair
Technologies Co., and Taiwan Nov. 1997 NT$3.2 billion 80.00%
Ltd. maintenance
Hsiang-Li Investment . -
i Taiwan Jan. 2001 NT$1 billion 100%
Investment Corp. business
Evergreen Air Cargo terminal . .
: ) Taiwan Mar.2000 NT$1.2 billion 60%
Cargo Service Co. operation
Uni Japan Co., ) -
Ltd Travel business Japan Feb.2002 JPY10 million 49.50%
PT Perdana
Andalan Air Travel business Indonesia May 1991 IDR 1.6 billion 49.00%
Service
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Important Shareholders' Resolutions

June 16, 2005

1. Distribution of retained earn-
ings:

(1) 10 shares of stock dividends
will be distributed for every
1,000 shares, amounting to
NT$329,229,550. In addi-
tion, NT$0.5 in cash divi-
dends will be distributed for
each share, amounting to
NT$1,646,147,703.

(2) Remuneration for directors
and supervisors amounted
to NT$20,400,000.

(3) Employee bonuses were
NT$51,173,775.

All shareholders present
agreed unanimously.

A resolution by the Board of Directors on
July 19, 2005 set August 22, 2005 as the
date of record for dividend distribution and
October 3 as the date for cash dividend dis-
tribution.

By resolution of the Board of Directors on
July 29, 2005, EVA adjusted the stock-divi-
dend rate for shareholders to 9.808001
shares for every 1,000 in holdings and the
additional cash dividend to shareholder to
NT$ 0.49040005 per share.

Remuneration for directors and supervi-
sors, and employee bonuses were distrib-
uted on July 29, 2005.

2. Capitalization of retained
earnings amounted to
NT$329,229,550.

All shareholders present
agreed unanimously.

The capital increase with recapitalized
earnings became effective with Approval
Letter (Jin-Guan-Cheng-Yi-Tze) No.
0940128674 dated July 14, 2005 from the
Financial Supervisory Commission,
Executive Yuan. Newly issued shares were
distributed and available for trade from
October 21, 2005.

3.To amend the Articles of
Incorporation.

All shareholders present
agreed unanimously.

EVA operates in accordance with amended
Articles of Incorporation.

4. To amend Procedures for
Acquisition or Disposition of
Assets.

All shareholders present
agreed unanimously.

EVA operates in accordance with amended
Procedures for Acquisition or Disposition of
Assets.

5.To amend Procedures for
Engaging in Derivative Trading.

All shareholders present
agreed unanimously.

EVA operates in accordance with amended
Procedures for Engaging in Derivative
Trading.

50



Important Resolutions by the Board of Directors

March 16, 2005

Proposal 1: To amend the Articles of Incorporation.

Proposal 2: To amend Procedures for Acquisition or Disposition of Assets.

Proposal 3: To amend Procedures for Engaging in Derivative Trading.

Proposal 4: To stipulate Rules of Procedure for Meetings of the Board of Directors.

Proposal 5: EVA convened its shareholders' meeting on June 16, 2005 (Thursday), and no stocks
could be transferred during the period of April 18 through June 16, as stipulated by
law. In addition, EVA's second unsecured convertible bond could not be transferred
during this period.

April 11, 2005

The company purchased one spare engine from GE for approximately US$24,000,000.

April 19, 2005

Proposal 1: To accept the 2004 Financial Report.

Proposal 2: To distribute 2004 retained earnings.

Proposal 3: To raise operating capital by capitalizing retained earnings amounting to NT$329,229,550.

Proposal 4: To amend Internal Control Systems and Internal Audit Implementation Rules.

Proposal 5: An audit of Internal Controls was in agreement and presented a Declaration of
Internal Control.

Proposal 6: To cancel amendment No. 5 in EVA's Articles of Incorporation relating to the Amount of
Capital.

July 6, 2005

EVA resolved to issue its 12th secured corporate bond to settle debt and reduce interest costs.

July 19, 2005

EVA set August 22, 2005 as the date of record for dividend distribution and capital increase with
no stocks to be transferred from August 18 through August 22, as stipulated by law. It also set
October 3 as the date for cash-dividend distribution.

July 29, 2005

Proposal 1: On August 22, 2005, the conversion price of a second unsecured convertible bond
issued by EVA was adjusted to NT$ 13.67.

Proposal 2: As required by the second unsecured convertible bond issued by EVA, shareholders
converted the corporate bond into common stock and increased the number of shares
outstanding of the Company. EVA resolved to adjust the stock-dividend rate for share-
holders to 9.808001 shares for every 1,000 in holdings and to pay each shareholder
an additional cash dividend of NT$ 0.49040005 for each share.

November 3, 2005

EVA purchased one B747-400(B-16403) from Fully Leasing Co., Ltd. for NT$2,236,050,497.

November 21, 2005

Proposal 1: EVA resolved to reduce convertible shares of a corporate bond to 248,862,746 shares.

Proposal 2: EVA resolved to raise NT$3,600,000,000 to purchase aircraft and equipment and
issued 360,000,000 new shares to the public at NT$10 each, retaining 10% or
36,000,000 shares. 10.91% or 39,267,932 of these shares were subscribed by
employee and the remaining 79.09% or 284,732,068 shares were offered to share-
holders. In accordance with the date of record for dividend distribution and capital,
shareholders could purchase 84 of the new shares for every 1,000 in holdings. Partial
shares were transferred for integration into the holdings of shareholders or by specific
persons designated by the Chairman, and the balance of shareholder and employee
purchases were allocated to specific persons designated by the Chairman.

December 7, 2005

EVA resolved to issue its 13th secured corporate bond to re-pay debt and reduce interest costs.

December 23, 2005

EVA set January 26, 2006 as the date of record for a capital increase with no stock to be trans-
ferred during the period of January 22 through January 26 as stipulated by law. Shareholder and
employee subscription were required to be made between February 10 and March 10, and the bal-
ance was subscribed on March 15 by specific persons designated by the Chairman. EVA set
March 16 as the date of record for capital increase.
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Financial and Operating Results

Balance Sheet NT$(Thousand)
Current Assets 26,516,850 25,762,439 754,411 2.93
Long-term Equity 11,285,396 10,782,295 503,101 4.67
Investments

Fixed Assets 67,946,716 60,492,595 7,454,121 12.32
Other Assets 22,732,852 20,667,667 2,065,185 9.99
Total Assets 128,481,814 117,704,996 10,776,818 9.16
Current Liabilities 31,374,815 33,975,195 (2,600,380) (7.65)
Long-term Liabilities 50,611,028 37,936,631 12,674,397 33.41
Other Liabilities 2,520,099 2,684,958 (164,859) (6.14)
Total Liabilities 84,505,942 74,596,784 9,909,158 13.28
Common Stock 33,898,869 32,714,259 1,184,610 3.62
Capital Surplus 3,424,986 3,099,862 325,124 10.49
Retained Earnings 4,390,564 5,111,455 (720,891) (14.10)
Total Stockholders' 43,975,872 43,108,212 867,660 2.01

Equity

The increase in long-term debt was mainly due to additional issuance of corporate bonds and borrowing to pay for

new aircraft, and repay loans and debts.

Income Statement

Operating Revenue
Operating Cost
Gross Profit from

Operations

Operating Expenses
Operating Income
Non-operating Income
and Gains
Non-operating expense
and Losses

Income before Income
Tax

Income Tax Benefit
(Expenses)

Net Income

88,015,966
80,795,304
7,220,662

6,808,750
411,912
2,511,085

1,786,306

1,136,691

189,369

1,326,060

82,655,351
71,114,492
11,540,859

6,825,502
4,715,357
1,122,125

2,154,853

3,682,629

(439,694)

3,242,935

5,360,615
9,680,812
(4,320,197)

(16,752)
(4,303,445)
1,388,960

(368,547)

(2,545,938)

629,063

(1,916,875)

NT$(Thousand)

14
(37)

(91)
124
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Analysis of deviation of more than 20% in gross profit margin: NT$(Thousand)
Passenger (1,678,447) | 1,288,147 | (3,279,303) (118,020)| 430,729
Cargo (1,624,696) | 2,647,177 | (4,206,264) 69,104| (134,713) -
Other (1,017,054) - - - (1,017,054)
Total (4,320,197) | 3,935,324 | (7,485,567) (48,916)| 296,016 | (1,017,054)

* Variance in sales price: The price increase this year led to positive results amounting to
NT$3,935,324,000.

* Variance in cost price: The relentless climb in oil prices this year led to negative results
amounting to NT$7,485,567,000.

* Variance in sales segmentation: Higher fuel costs for long- haul routes led to negative results
amounting to N'T$48,916,000.

* Variance in volume:
Passenger: The addition of new routes led to positive results amounting to NT$430,729,000.
Cargo: Decreased code-sharing frequency with other airlines led to negative results
amounting to NT$134,713,000.
Integrating the above variances led to positive results amounting to NT$296,016,000.
Other: Lower war-risk surcharges and parts leasing income led to negative results amounting
to a total of NT$1,017,054,000.

Lower net operating income was a result from the same reason as gross profit margins.
This year's healthy business environment enabled airline-related subsidiaries to produce

better operating results and contribute higher investment income to EVA.

Changes in Cash Flow Analysis Over Recent Two Years

Ratio of Cash Flow 13.00 25.00 (48.00)%
Cash Flow Adequacy Ratio 147.00 235.00 (37.45)%
Ratio of Re-investment for Cash 2.00 8.00 (75.00)%

Although 2005 operating revenue increased, fuel costs grew even substantial, resulting in a
diminished cash flow from operating activities with a lower ratio of re-investment for cash.

Remedy Measures for Negative Cash Balance

EVA unveiled increasing capital with cash injection and by issuing corporate bonds for
advance payments on aircraft acquisitions, and to repay loans and debts as well as to improve
financial structure.
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Cash Liquidity Analysis for the Coming Year NT$(Thousand)

Net Cash Flow Remedy Measures for Negative
from Operating Cash Balance
Activities Cash Outflows Cash

Initial Cash During This During This Balance Investment Financing

Balance Year Year (Negative) Plans Plans
(1) (2) (3) (1)+(2)-(3)
1,844,196 5,200,000 13,864,196 (6,820,000) 8,320,000
B Operating activities: Oil prices for 2006 are expected to stay relatlvely high and affect oper-

ating income, we estimated cash flow from operating activities to be slightly higher than in
2005.

I Investment activities: We expect to decrease short-term bond-fund investments.

B Financing activities: We will carry out capital increasing via cash injection and issue corpo-
rate bonds to repay loans and improve financial structure.

Impact of Major Capital Expenditures on Financial Operations in Recent Years

Capital Utilization and Major Capital Expenditure Resources NT$(Thousand)
Actual or | Actual or Total Actual or Expected Capital Utilization
Expected | Expected | Capital
Resources|Finish Date Required SRS S S S S
Purchase | Financing |2010.12.31] 60,000 20,000 20,000 - - 20,000
of ULD
(Unit Load
Devices)
Equipment
Purchase | Financing [2010.12.31| 350,000 150,000 150,000 - - 50,000
of Other
Equipment
Purchase | Financing | 2011.6.30 |62,789,687| 16,714,936 | 17,426,746 | 14,130,795 | 8,017,979 | 6,499,231
of
Aircraft

Expected Future Benefits

B By purchasing new A330-200, B777-300ER and B777-200LR aircraft, we estimate that we
can increase annual revenue by NT$1,385,000,000, NT$1,840,000,000 and
NT$1,404,000,000 respectively for each model.

M Entitling to tax incentives provided by the Statute for Upgrading Industries of ROC,an
investment tax credit is available for the delivery of newly purchased aircraft.

54



Condensed Balance Sheet for 2001 - 2005

NT$(Million)
Current Assets 26,517 25,762 24,694 22,417 20,938
Fixed Assets 67,947 60,493 59,102 62,019 62,075
Total Assets 128,482 117,705 114,668 115,513 113,402
Current
. 31,375 33,975 28,863 28,687 28,409
Liabilities
Long-term
o 50,611 37,937 45,165 49,782 52,725
Liabilities
Total Liabilities 84,506 74,597 76,455 80,467 83,736
Share Capital 33,899 32,714 27,534 24,250 22,050
Shareholders'
. 43,976 43,108 38,213 35,046 29,665
Equity
Condensed Income Statement for 2001 - 2005
NT$(Million)
Operating
88,016 82,655 65,388 64,577 52,451
Revenue
Operating
87,604 77,940 62,894 59,520 52,123
Costs
Operating
) 412 4,715 2,494 5,058 329
Profit
Non-operating
2,511 1,122 905 593 916
Income
Non-operating
Expenses and 1,786 2,154 2,182 3,233 4,530
Losses
Income before
1,137 3,683 1,216 2,417 (3,285)
Tax
Net Income 1,326 3,243 1,396 2,637 (3,175)
Earnings per
Share (before 0.39 1.06 0.55 1.19 (1.44)
Adjustment)
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Revenue and Profit Margin
Million
100,000 9.00%
90,000 [ —— 1 8.00%
80,000 - [ 1 7.00%
70,000 - /. . 1 6.00%
60,000 /‘\ 1 5.00% —1Revenue
50,000 \‘/ 1 4.00% )
40,000 | . oo +l'\:/|§:gin
30,000 3000
20,000 [ 1 2:00%
10,000 - 1.00%
0 ‘ ‘ ‘ ‘ \v- 0.00%
2001 2002 2003 2004 2005
Revenue by Business Segment
NT$(Million)
2005 42,653 48% 39,932 45% 5,431 7% 88,016 100%
2004 38,349 46% 38,534 47% 5,772 7% 82,655 100%
2003 29,196 45% 31,570 48% 4,621 7% 65,388 100%
2002 32,514 50% 27,519 43% 4,545 7% 64,577 100%
2001 29,550 56% 20,643 39% 2,258 5% 52,451 100%
Total Revenue-2005
Other

Cargo Services
45%

Passenger Services
48%
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Operating Costs

NT$(Million)
Fuel 32,080 23,474 15,300 13,637 12,348
Staff 7,548 8,050 7,009 6,324 6,328
Lease Rental 10,600 9,406 8,384 7,442 6,838
Depreciation and Amortization 4,721 4,863 4,813 4,734 4,734
Commissions 7,399 7,240 6,188 5,853 4,719
Landing, Parking and Routes 8,904 8,764 7,515 7,121 6,283
Maintenance 5,694 5,835 5,283 5,703 3,805
Other 10,658 10,308 8,402 8,706 7,068
Total 87,604 77,940 62,894 59,520 52,123
Costs-2005
12% 9%
10%
12% 37%
5%
° 8% 7%
1 Staff JFuel JMaintenance
JCommissions m Depreciation & Amortization I Lease Rental
m Landing, Parking& Routes 1 0Others
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Debt Ratio 65.77 63.38 66.68 69.66 74
Ratio of Long-term Liabilities and
) ) 139 134 141 137 133

Stockholders' Equity to Fixed Assets
Current Ratio 85 76 86 78 74
Quick Ratio 42 44 51 45 38
Times Interest Earned Ratio(Times) 2.70 2.75 1.53 1.78 0.10
Average Collection Turnover (Times) - - - - -
Average Collection Days for Receivables| - - - - -
Average Inventory Turnover (Times) - - - - -
Average Days for Sale of Goods - - - - -
Fixed Assets Turnover (Times) 1.37 1.38 1.08 1.04 0.85
Total Assets Turnover (Times) 0.69 0.70 0.57 0.56 0.46
Return on Total Assets (%) 2.14 4.01 2.61 4.21 -
Return on Stockholders' Equity (%) 3 8 4 8 (10)
Operating Income to Paid -in

) 1 14 9 21 1
Capital (%)
Return on Sales (%) 2 4 2 4 (6)
Earnings per Share (before Adjustment)| 0.39 1.06 0.55 1.19 (1.44)
Ratio of Cash Flows 13 25 25 33 2
Cash Flow Adequacy Ratio 147 235 233 136 43
Ratio of Re-investment for Cash 2 8 6 8 -
Degree of Operating 61 14 51 10 105
Leverage
Financial Leverage (0.31) 1.67 714 2.35 (0.10)

Note:

(1) Debt Ratio: Total Liabilities/Total Assets

(2) Ratio of Long-term Liabilities and Stockholders' Equity to Fixed Assets:

(Net Stockholders' Equity + Long-term Liabilities)/Net Fixed Assets

(8) Current Ratio: Current Assets/Current Liabilities

(4) Quick Ratio: Liquid Assets/Current Liabilities

(5) Times Interest Earned Ratio(Times): Earning before Taxes and Interest Expense/Interest Expense

(6) Fixed Assets Turnover: Net Sales/ Fixed Assets

(7) Total Assets Turnover: Net Sales/Total Assets

(8) Return on Total Assets: (Income after Tax + Interest Expenses)/Total Assets

(9) Return on Stockholders' Equity: Income after Tax/Average Stockholders' Equity

(10) Operating Income to Paid -in Capital: Operating Income/Capital

(11) Return on Sales: Income after Tax/ Net Sales

(12) Ratio of Cash Flows: Fund from Operating/Current Liabilities

(13) Cash Flow Adequacy Ratio: 5-Year Sum of Cash from Operation/5-Year Sum of Capital Expenditures, Incremental
Inventory, and Cash Dividends

(14) Ratio of Re-investment For Cash: (FFO- Cash Dividend)/(Gross Fixed Assets + Long-term Investment + Other
Assets + Working Capital)

(15) Degree of Operating Leverage: (Net Sales - Operating Variable Cost and Expense)/Operating Income

(16) Financial Leverage: Operating Income/(Operating Income - Interest Expense)




Overall Capacity (million) 9,894 9,884 8,727 7,758 6,791
Overall Traffic (million) 7,364 7,439 6,345 5,882 4,879
Overall Load Factor (%) 74.4 75.3 72.7 75.8 71.8
Overall Yield (NT$) 11.21 10.33 9.58 10.21 10.28
Passenger Capacity (million) 29,348 27,353 25,023 25,184 23,728
Passenger Traffic (million) 23,099 21,755 18,133 19,508 17,777
Passengers Carried ('000) 5,904 5,438 4,321 4,794 4,179
Passenger Load Factor (%) 78.7 79.5 725 775 74.9
Passenger Yield (NT$) 1.85 1.76 1.61 1.67 1.66
Cargo Capacity (million) 7,253 7,423 6,475 5,491 4,656
Cargo Traffic (million) 5,285 5,481 4,713 4,126 3,279
Cargo Carried (tons) 844,099 858,989 734,900 619,435 486,915
Cargo Load Factor (%) 72.9 73.9 72.8 751 70.4
Cargo Yield (NT$) 7.56 7.03 6.70 6.67 6.3
Unit Cost (NT$) 8.85 7.89 7.21 7.67 7.67
Number of Aircraft 51 50 45 42 37
Number of Employees 5,098 4,934 4,469 4,394 4,552
Capacity per Employee 1,941 2,003 1,953 1,765 1,492
(thousand)
Traffic per Employee 1,445 1,508 1,420 1,339 1,072
(thousand)
Revenue per Employee 17,265 16,752 14,631 14,697 11,523
(thousand)
('000) Passenger Carried and Load Factor %
6,000 85
5,500 - e - o o 80
5,000 - > T 75
4,500 - 70
65
4,000 - 60
3,500 [ 55
3,000 ‘ 50
2001 2002 2003 2004 2005
C—JPax & LF
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Tons Cargo Carried and Load Factor
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Financial Statements

Auditors’ Report

The Board of Directors
EVA Airways Corp.:

We have audited the balance sheets of EVA Airways Corp. as of December 31, 2005 and 2004, and the
related statements of operations, changes in stockholders' equity, and cash flows for the years then ended.
These financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements based on our audits. We did not audit the financial state-
ments of certain non-consolidated investee companies. The Company's investments in these companies as
of December 31, 2005 and 2004, were evaluated using the equity method, and the resulting book values of
these investments amounted to NT$2,325,362 thousand (US$70,788 thousand) and NT$2,204,586 thou-
sand (US$69,072 thousand), respectively. The resulting investment gains amounted to NT$292,026 thou-
sand (US$9,078 thousand) and NT$206,836 thousand (US$6,192 thousand) for the years 2005 and 2004,
respectively. The financial statements of these companies were audited by other auditors whose reports
were furnished to us, and our opinion, insofar as it relates to these amounts included for the said investee
companies, is based solely on the reports of the other auditors.

We conducted our audits in accordance with Republic of China generally accepted auditing standards
and the "Rules Governing Auditing and Certification of Financial Statements by Certified Public
Accountants". Those standards and rules require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by manage-
ment, as well as evaluating the overall financial statement presentation. We believe that our audits and the
reports of the other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the reports of the other auditors, the financial statements of
EVA Airways Corp. referred to in the first paragraph present fairly, in all material respects, the financial
position of EVA Airways Corp. as of December 31, 2005 and 2004, and the results of its operations and its
cash flows for the years then ended, in conformity with Republic of China generally accepted accounting

principles.

rPMG Ltfd Pt Y/ s
February 24, 2006
The accompanying financial statements are intended only to present the financial position, results of
operations and cash flows in accordance with the accounting principles and practices generally accepted in

the Republic of China and not those of any other jurisdictions. The standards, procedures and practices to

audit such financial statements are those generally accepted and applied in the Republic of China.
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EVA AIRWAYS CORP.

Statements of Operations
For the years ended December 31, 2005 and 2004
(expressed in thousands of dollars, except earnings per share)

2005 2004
NT dollars US dollars NT dollars US dollars
Operating revenue (note 5) $ 88,015,966 2,735,964 82,655,351 2,474,711
Operating cost (notes 4(r), 5 and 10) (80,795,304) (2,5611,511)  (71,114,492) (2,129,176)
Gross profit from operations 7,220,662 224,453 11,540,859 345,535
Operating expenses (notes 5 and 10) (6,808,750) (211,649) (6,825,502) (204,357)
Operating income 411,912 12,804 4,715,357 141,178
Non-operating income and gains:
Interest income (note 4(r)) 108,262 3,365 49,531 1,483
Investment income, net (note 4(e)) 796,799 24,769 605,629 18,133
Gain on disposal of property, plant and equipment, net 763,659 23,738 14,211 425
Exchange gains, net 31,169 969 - -
Other income 811,196 25,216 452,754 13,556
2,511,085 78,057 1,122,125 33,597
Non-operating expenses and losses:
Interest expenses, net of capitalized interest of
NT$315,476 thousand (US$9,807 thousand) and
NT$140,923 thousand (US$4,219 thousand) in
2005 and 2004, respectively (notes 4(f) & (r)) (1,749,587) (54,386) (1,937,289) (58,003)
Exchange losses, net (note 4(r)) - - (173,839) (5,205)
Other loss (36,719) (1,141) (43,725) (1,309)
(1,786,306) (55,527) (2,154,853) (64,517)
Income before income tax 1,136,691 35,334 3,682,629 110,258
Income tax benefit (expenses) (note 4(0)) 189,369 5,886 (439,694) (13,164)
Net income $ 1,326,060 41,220 3,242,935 97,094
Earnings per share (expressed in dollars) (note 4(q)):
Basic earnings per share:
Income before income tax $ 0.34 0.01 1.19 0.04
Net income $ 0.39 0.01 1.05 0.03
Diluted earnings per share:
Income before income tax $ 0.32 0.01 1.08 0.03
Net income $ 0.37 0.01 0.95 0.03

See accompanying notes to financial statements.
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EVA AIRWAYS CORP.

Statements of Cash Flows
For the years ended December 31, 2005 and 2004
(expressed in thousands of dollars)

2005 2004
NT dollars US dollars NT dollars ~ US dollars
Cash flows from operating activities:

Net income $ 1,326,060 41,220 3,242,935 97,094

Adjustments to reconcile net income to net cash
flow provided by operating activities:
Depreciation 4,436,701 137,914 4,567,296 136,745
Amortization and maintenance expense 1,215,966 37,798 1,159,289 34,709
Amortization expense recorded as interest 15,710 488 11,026 346
Gain on disposal of short-term investments (106,340) (3,306) (114,037) (3,414)
Loss (gain) on disposal and obsolescence of property, plant
and equipment (733,276) (22,794) 19,785 592
Gain on disposal of long-term equity investments - - (1,016) (30)
Provision for unrealized exchange gain from long-term borrowings (9,156) (285) (17,409) (521)
Investment income (796,799) (24,769) (605,629) (18,133)
Amortization of deferred gain from sale and leaseback of fixed assets  (89,765) (2,790) (174,800) (5,234)
Amortization of other deferred gain (417,913) (12,991) (353,281) (10,577)
Proceeds from cash dividends on long-term equity investments 158,139 4,916 116,606 3,491
Deferred income tax benefit (326,923) (10,162) (100,220) (3,001)
Decrease (increase) in notes receivable 6,838 213 (8,809) (276)
Increase in accounts receivable (including related parties) (743,069) (23,098) (1,515,408) (47,480)
Decrease (increase) in other receivables (including related parties) 34,722 1,079 (38,354) (1,202)
Increase in inventories (646,643) (20,101) (259,990) (8,146)
Increase in prepaid expenses (320,622) (9,966) (788,236) (24,696)
Decrease (increase) in other prepayments (434,179) (13,496) 77,094 2,415
Increase in other financial assets—current (544,870) (16,937) (71,799) (2,250)
Increase in other current assets (38,927) (1,210) (22,112) (693)
Increase (decrease) in tax payable (514,559) (15,995) 514,559 16,122
Increase in notes and accounts payable (including related parties) 39,733 1,235 380,407 11,919
Increase (decrease) in other payables (including related parties) 452,869 14,077 (537,572) (16,843)
Increase in accrued expenses 899,772 27,969 866,019 27,133
Increase in unearned revenue 860,362 26,744 2,106,946 66,013
Increase in other current liabilities 291,978 9,076 97,058 3,041
Decrease in accrued employee retirement liabilities (122,280) (3,801) (63,156) (1,979)
Increase in other liabilities 225,640 7,014 180,137 5,644

Net cash provided by operating activities 4,119,169 128,042 8,667,329 260,789




Cash flows from investing activities:

Decrease in short-term investments 2,743,292 85,275 1,007,213 31,557
Proceeds from disposal of long-term equity investments - 2,599 81
Payments for purchase of long-term equity investments (48,920) (1,540) (148,317) (4,647)
Withdrawal of long-term equity investments, net 152,937 4,556 360,000 10,529
Proceeds from disposal of property, plant and equipment 3,869,120 120,271 4,396,665 137,753
Payments for purchase of property, plant and equipment (5,848,186) (181,790) (6,037,833) (189,173)
Decrease (increase) in refundable deposits and other assets (24,979) (776) 4,479 140
Increase in deferred charges (2,689,891) (83,615) (1,784,716) (565,917)
Net cash used in investing activities (1,846,627) (57,619) (2,199,910) (69,677)
Cash flows from financing activities:
Increase in short-term borrowings 11,919,662 370,521 14,067,352 440,748
Increase in long-term borrowings 11,662,169 362,517 9,610,000 301,093
Redemption of short-term borrowings (10,519,958) (327,011) (16,546,910) (518,436)
Redemption of long-term borrowings (9,480,175) (294,690) (11,983,723) (375,465)
Installment payments for purchase of property, plant and equipment  (2,266,687) (70,460) (2,000,584) (62,681)
Installment payments for purchase of inventories (746,530) (23,206) (1,915,872) (60,027)
Redemption of lease liability (751,707) (28,367) (416,161) (13,039)
Payments of cash dividends (1,646,147) (49,330) - -
Proceeds from issuance of common stock - 2,530,000 74,445
Payment of employees' bonuses and directors' and supervisors'
remuneration (71,574) (2,145) (39,002) (1,132)
Net cash used in financing activities (1,900,947) (57,171) (6,694,900) (214,494)
Effect of exchange rate changes on cash - (3,250) - 19,488
Net increase (decrease) in cash and cash equivalents 371,595 10,002 (227,481) (3,894)
Cash and cash equivalents at beginning of year 1,472,601 46,138 1,700,082 50,032
Cash and cash equivalents at end of year $ 1,844,196 56,140 1,472,601 46,138
Additional disclosure of cash flow information:
Cash payments of interest (excluding capitalized interest expense) $ 1,560,229 48,500 1,892,176 56,652
Cash payments of income tax $808,321 25,127 24,747 M
Supplemental schedule of noncash investing and financing activities:
Current portion of long-term borrowings $ 5,860,213 178,393 12,480,472 391,029
Inventory transferred from fixed assets $ 150 5 3,175 99
Translation adjustments $ 223,373 (34,840) (2,921,278) (6,868)
Deferred credit $(141,644) (4,280) 140,410 4,399

See accompanying notes to financial statements.
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EVA AIRWAYS CORP.

Notes to Financial Statements
December 31, 2005 and 2004
(amounts not otherwise specified are expressed in thousands of dollars)

Organization and Business Scope

EVA Airways Corp. (the Company) was incorporated on April 7, 1989, as a corporation limited by
shares under special permission of the Ministry of Transportation and Communications and under
the Company Law of the Republic of China (ROC). The Company commenced operations on July
1, 1991.

The Company's business activities are

1.1 to engage in fixed-wing aircraft transport business, scheduled air transport business, and
nonscheduled air transport business;

1.2 to carry on the business of freight agent, including operation, transportation and mainte-
nance;

1.3 to repair and maintain fuselages, aircraft engines, navigational instruments and related equip-
ment, etc.;

1.4 to carry on the business of marketing aircraft facilities, equipment, and fittings;

1.5 to process and manufacture machinery and spare parts;

1.6 to publish magazines in the field of aviation;

1.7 to provide on-the-job training delegated by other organizations and entities (no recruitment
from the general public is allowed);

1.8  to engage in maintaining flying facilities for navigational training;

1.9 to engage in import and export trading for the foregoing activities (excluding businesses
requiring a permit);

1.10 to provide consultant services for business operation and management;

1.11 to provide general advertising services;

1.12  to engage in the retailing of tobacco and alcohol;

1.13  to engage in general merchandise activities;

1.14 to engage in the retailing of food and beverages;




1.15
1.16
1.17
1.18
1.19
1.20
1.21
1.22
1.23
1.24
1.25
1.26
1.27

to engage in the retailing of apparel;

to engage in the retailing of umbrellas;

to engage in the retailing of hats and caps;

to engage in the retailing of books and stationery;

to engage in the retailing of sporting goods;

to engage in the retailing of toys and amusement goods;

to engage in the retailing of watches and clocks;

to engage in the retailing of glasses;

to engage in the retailing of weights and measures;

to engage in the retailing of jewelry and precious metals;

to engage in the retailing of telecommunication equipment;
to engage in the retailing of photographic equipments;

to carry out any business which is not forbidden or restricted by the applicable laws and regu-

lations, excluding those requiring licensing..

As of December 31, 2005 and 2004, the Company had hired 5,098 and 4,934 employees, respectively.

Summary of Significant Accounting Policies

The Company prepared the accompanying financial statements in accordance with the Guidelines

Governing the Preparation of Financial Reports by Securities Issuers and ROC generally accepted

accounting principles. The major accounting policies and basis of measurement used in preparing

the financial statements are summarized below.

(a)

Foreign currency transactions and translation

The Company maintains its books in New Taiwan dollars. Transactions negotiated and set-
tled in foreign currencies are recorded in New Taiwan dollars at the exchange rates prevail-
ing on the transaction dates. Assets and liabilities denominated in foreign currencies at the
balance sheet date are translated into New Taiwan dollars at the exchange rates prevailing
on the balance sheet date, and unrealized exchange gains or losses are reflected in the state-

ment of operations.
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For equity investments in foreign subsidiary companies which are accounted for by the equity
method, the translation differences resulting from translating foreign financial statements from
the functional currency to the reporting currency are reported as cumulative translation
adjustments. Cumulative translation adjustments are reported as a separate component of

stockholders' equity.

US dollar financial statement presentation

Financial statements stated in New Taiwan dollars are translated into US dollars at the
exchange rates prevailing on the balance sheet date, with the exception of stockholders' equity
accounts, which are translated at historical rates, and revenues, costs, and expenses, which are
translated at the average exchange rates during the reporting period. Translation differences
resulting from translation of the financial statements into US dollars are recorded as cumula-

tive translation adjustments, a separate component of stockholders'equity.

Translation of foreign currency for foreign operating units

The Company regards the aircraft purchased with its own US dollar funds and US dollar loans
and operated for international passenger and cargo transportation business as "foreign operat-

. en
Ing units .

The aircraft and the related US dollar loans at the balance sheet date are translated into New
Taiwan dollars at the exchange rates prevailing on the balance sheet date. The translation dif-
ferences resulting from the translation of the aircraft and the related US dollar loans into New
Taiwan dollars at the exchange rate prevailing on the balance sheet date and historical rates are
reported as cumulative translation adjustments. The aircraft stated in US dollars are depreciat-
ed by using the same method and the same useful lives, and the resulting US dollar deprecia-
tion amounts are translated into New Taiwan dollars at the current year's average exchange

rate.

The lease assets and lease liability arising from capital lease of aircraft at the balance sheet date

are translated into New Taiwan dollars at the exchange rates prevailing on the balance sheet
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date. The translation differences resulting from the translation of the aircraft at the exchange
rate prevailing on the balance sheet date and historical rates are reported as cumulative transla-
tion adjustments. The leased aircraft stated in US dollars are depreciated by using the same
method and the same useful lives, and the resulting US dollar depreciation amounts are trans-

lated into New Taiwan dollars at the current year's average exchange rate.

In addition, the translation differences resulting from the translation of the refundable deposits
for aircraft leases into New Taiwan dollars at the exchange rate prevailing on the balance sheet

date and historical rates are also reported as cumulative translation adjustments.

Criterion to classify assets and liabilities as current or noncurrent

Current assets are cash and other assets that a business will convert to cash or use up in a rela-
tively short period of time, one year or one operating cycle, whichever is longer. Current liabil-

ities are debts due within one year or one operating cycle, whichever is longer.

Asset impairment

Effective January 1, 2005, the Company adopted Statement of Financial Accounting Standards
No. 35 (SFAS 35), "Accounting for Asset Impairment”. In accordance with SFAS 35, the
Company assesses at each balance sheet date whether there is any indication that an asset (indi-
vidual asset or cash-generating unit) other than goodwill may have been impaired. If any such
indication exists, the Company estimates the recoverable amount of the asset. The Company
recognizes impairment loss for an asset whose carrying value is higher than the recoverable

amount.

The Company reverses an impairment loss recognized in prior periods for assets other than
goodwill if there is any indication that the impairment loss recognized no longer exists or has

decreased.

The carrying value after the reversal should not exceed the recoverable amount or the depreci-

ated or amortized balance of the assets assuming no impairment loss was recognized in prior
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periods.
The Company assesses the cash-generating unit to which goodwill is allocated on an annual
basis and recognizes an impairment loss on the excess of carrying value over the recoverable

amount.

Cash and cash equivalents

Cash includes cash on hand, savings and checking deposits, fixed time deposits, cash equiva-
lents, etc. The Company considers all highly liquid debt instruments purchased with a maturi-

ty of three months or less to be cash equivalents.

Short-term investments

Short-term investments are stated at the lower of aggregate cost or market value on the balance

sheet date. Cost is determined by using the weighted-average method.

Inventories

Inventories represent parts and supplies for maintenance of aircraft, and merchandise to sell
during flights. Except for merchandise, which is stated at the lower of cost or market value,
parts and supplies are stated at cost less allowance for slow-moving and obsolete items.
Cost is calculated by the weighted-average method, and market value represents net realiz-

able value.

Long-term equity investments

Long-term equity investments in which the Company owns less than 20% of the investee's vot-
ing shares or is unable to exercise significant influence over the investee's operating and finan-

cial policies are accounted for as follows:

a) The long-term investments in listed equity securities are stated at the lower of cost or mar-

ket value. Unrealized loss thereon is recorded as a reduction in stockholders' equity.
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b) Long-term investments in nonlisted equity securities are stated at cost. If there is evidence
showing that a decline in the market value of such investment is other than temporary and
the possibility of recovery is remote, the carrying value of the investment is reduced to
reflect the market value, and the resulting loss is recognized in the period of such reduc-

tion.

Stock dividends are not recognized as investment income but as an increase in the number of
shares held. The cost of long-term equity investment sold is determined based on the weight-

ed-average method.

When the Company owns more than 50% of an investee's voting stock, it becomes the parent
of its subsidiary. For general-purpose financial reporting, a parent and its subsidiaries present

consolidated financial statements.

Long-term equity investments in which the Company owns more than 20% of the investee's
voting shares, or less than 20% of voting shares but has significant influence on the operating
and financial policies of the investee company, are accounted for by the equity method.
According to ROC SFAS No. 23, "Interim Financial Reporting and Disclosures", the Company

recognizes investment gains or losses under the equity method quarterly.

For a long-term equity investment accounted for by the equity method, where the investment
cost is different from the Company's net equity in the investee company upon the investment,
the difference is amortized over a period less than 20 years. The period of amortization is

assessed and determined on a case-by-case basis.

When an investee issues new shares and the Company fails to subscribe to the new shares in
proportion to the Company's ownership percentage in the investee, thus resulting in a change
of net equity in the investee, the resulting difference is accounted for as an increase or a
decrease in capital surplus (or retained earnings, whenever there is no capital surplus resulting

from long-term equity investment to be deducted) and long-term equity investment.

Unrealized transaction gains or losses from inter-company transactions between the
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Company and its investees accounted for by the equity method are deferred. Unrealized
gains or losses derived from transactions involving depreciable or amortizable assets are amor-
tized over the useful lives of the related assets. Gains or losses from other transactions are rec-

ognized when realized.

If the stockholders' equity of an investee company becomes negative, and the
Company guaranteed the investee company's liability or made financial commitments
to the investee company, or the deficit appears to be short term, then the Company
should record investment losses; if the book value of long-term investment is insuffi-
cient to reduce investment losses, the Company should reduce accounts receivable and

deferred credits.

Property, plant, and equipment, and related depreciation

Property, plant, and equipment are stated at acquisition cost. For construction of buildings and
purchase of machinery and equipment, the Company capitalizes related interest costs incurred
prior to commencement of the use of such assets and includes such capitalized interest costs in
the cost of related assets. Routine repair and maintenance are charged to current operations.
Major repairs and maintenance, additions, enhancements and replacements are capitalized in

the cost of related assets.

Depreciation of plant and equipment is provided over the estimated useful lives of
the respective assets using the straight-line method. Leasehold improvements are
depreciated over the shorter of the lease term or estimated useful lives using the
straight-line method. If the depreciable assets are still in use when the useful lives
have expired, such assets can be depreciated by their scrap value over the estimated
remaining useful lives. The useful lives of the main property, plant and equipment

were as follows:

Buildings: 55 years

Machinery and equipment: 3~18 years
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Aircraft: 18 years

Rotable parts: 5~18 years

Gains (losses) on disposal of such asset are presented as non-operating income and gains

(expenses and losses).

Lease

The Company sold and leased back aircraft under operating lease agreements. If the transla-
tion differences resulting from the translation of the aircraft and the related US dollar loans
into New Taiwan dollars at the exchange rate prevailing on the selling date and historical rates
and the gains or losses from disposing of aircraft resulting from the translation of the US dollar
selling price and US dollar book value of aircraft at the exchange rate prevailing on the selling
date were net gains they should be deferred using the unearned gain on sales-leaseback account
according to ROC Statement of Financial Accounting Standards (SFAS) No. 2, "Accounting for

Leases", otherwise they should be taken as a loss.

The Company sold and leased back aircraft under capital lease agreements. The disposal gains
resulting from the differences between the US dollar selling price and the US dollar book value
of the aircraft at the exchange rates prevailing on the selling date are deferred using the
unearned gain on sales-leaseback account according to ROC SFAS No. 2, "Accounting for

Leases", otherwise, if it is a disposal loss, it should be recognized as a loss.

The amortization of the unearned gain on sales-leaseback depends on the nature of the lease.
For operating leases, the unearned gain should be amortized to rental expense using the lease
term. For capital leases, however, the unearned gain should be amortized to depreciation

expense using the leased property's useful economic life or lease term based on its nature.

The value of the leased property is the smaller of the following two values: (a) the present value
of all future rental payments (less the lessee's executory costs) plus the bargain purchase price

or lessee's guaranteed residual value and (b) the leased property's market value at the inception
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date of the lease.

All leased property under capital leases should be depreciated. If the lease contract contains a
bargain purchase option or allows the transfer of ownership at the end of the term, then the
depreciation should be determined based on the leased property's useful economic life. The

lease term is used otherwise.

The lessee's periodic rental payment is composed of two parts: (i) the purchase of the leased
property and (ii) the interest expense due to long-term or installment financing. Therefore,
the lessee should recognize both a lease liability and interest expense in each period. The inter-

est expense is determined using the following rules:

a) If the value of the leased property is determined using the maximum borrowing rate for
nonfinancial institutions (determined by the ROC Ministry of Finance) on the inception
date of the lease, then the interest expense is equal to the beginning balance of the lease

payable times the maximum borrowing rate.

b) If the value of the leased property is determined by its market price, then the interest
expense is still equal to the beginning balance of the lease payable times the maximum bor-
rowing rate. However, a service charge should be calculated by multiplying the beginning
balance of the lease payable by the difference between the lessor's interest rate implicit in

the lease and the maximum borrowing rate.

If there is any unguaranteed residual value at the end of the lease term, the lessee should calcu-
late the imputed interest expense based on the rental payments, the guaranteed residual value

and the leased property's market value using the rules described in the above two paragraphs.

The lessee's lease payable is determined by subtracting the interest expense and the service

charge from the periodic rental payment.

The lease liability should be classified as either a current liability or long-term liability, depend-
ing on the expiry date.
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(1) Deferred charges

Deferred charges principally include costs for computer software, leasehold improvements,
trademarks, air flight route development, training of navigators, and "D" check maintenance
for aircraft and engines. These costs are amortized using the straight-line method over the
shorter of the estimated years in which such assets are economically beneficial to the

Company's operation or the lease terms.

(m) Other financial assets

Other financial assets are financial assets other than cash and cash equivalents, accounts receiv-

able and other receivables, long-term equity investments, and refundable deposits.

(n) Derivative financial instruments

1) Foreign currency forward contracts

The Company enters into foreign currency forward contracts to hedge foreign currency
fluctuation risk in relation to foreign currency receivables and payables. These foreign cur-
rency forward contracts are translated into reporting currencies at the exchange rates pre-
vailing on the balance sheet date, and the resulting translation differences are recorded as
current exchange gains or losses. The differences between forward rates and spot rates,
when forward contracts entered into, are recognized as exchange gains or losses during the
contract period. The net amount of the foreign currency receivables and payables is

recorded as other current assets or other current liabilities on the balance sheet.

2) Other derivative financial instruments

Derivatives are to be recognized as assets or liabilities on the balance sheet and measured at

fair value. Change in the fair value of derivatives should be recognized either in net income

or in deferred debit or credit (a separate component of stockholders' equity), depending on
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the designated purpose of the derivatives.

(0) Employee retirement plan

The Company has established an employee noncontributory defined benefit retirement plan
(the "Plan") covering full-time employees in the Republic of China. In accordance with the
Plan, employees are eligible for retirement or are required to retire after meeting certain age or
service requirements. Payments of retirement benefits are based on the employee's average
monthly salary for the last six months before the employee's retirement and the number of
points accumulated by the employee according to his/her years of service. Each employee
receives 2 points for each service year from year 1 to year 15, and 1 point thereafter. A lump-
sum retirement benefit is paid through the retirement fund. Under this retirement plan, the

Company is responsible for making the entire pension payment.

Starting from July 1, 2005, the enforcement rules of the newly enacted Labor Pension Act (the
"New Act") require the following categories of employees to adopt the defined contribution

plan:

a) employees who originally adopted the Plan and opted to be subject to the pension mecha-

nism under the New Act; or

b) employees who commenced working after the enforcement date of the New Act.

In accordance with the New Act, the rate of employer's monthly contribution to an individual
labor pension fund account per month shall not be lower than 6% of the worker's monthly

wages.

For the portion of the retirement plan adopting the defined contribution scheme, in accor-
dance with the New Act, the Company provides monthly contributions to the Bureau of Labor
Insurance equal to 6% of the worker's monthly wages. The amount of contribution is recog-

nized as expense of the current period.

(p) Convertible bonds




The discount or premium on convertible bonds, which is measured as the difference between
the issued price and par value, should be amortized over the period from issuance to maturity
by using the interest method. The discount or premium on convertible bonds with a put
option should be amortized over the period from its issuance date to the expiry date of the put
option. The interest-premium of puttable convertible bonds, which is the difference between
the specified put price and the par value, should be amortized by using the interest method
and recognized as a liability over the period from the issuance date of the bonds to the expiry

date of the put option.

When the holder exercises the conversion option, the issuer should write off the unamortized
discount or premium, issued costs, interest payable, pay-back interest from the holder, recog-
nized interest-premium, and par value of the convertible bonds. The net written-off carrying
amount of the convertible bonds over the par value of the common stock exchange certificate

should be recognized as additional paid-in capital.

If the holder of convertible bonds with a put option does not exercise the put option by the
expiry date, the issuer should amortize the interest premium, which has been recognized as a
liability, over the period from the expiry date to the maturity date by using the interest method.
However, if the market price of exchangeable common stock is higher than the specified put
price of the bond, the issuer should reclassify the interest-premium liability as additional paid-

in capital.

Revenue recognition

Passenger ticket sales are recorded as unearned revenue, included in current liabilities, and rec-

ognized as revenue when the services are provided.

Income tax

The Company adopted ROC SFAS No. 22, "Accounting for Income Tax". Under this method,
the amounts of deferred income tax assets or liabilities are recognized for future tax effects
attributable to temporary differences, loss carryforwards, and investment tax credits. The

measurement of deferred income tax assets or liabilities is based on provisions of enacted tax
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law. A valuation allowance is provided on deferred income tax assets that may not be realized

in the future.

Deferred income tax assets or liabilities are classified as current or noncurrent based on the
classification of the related assets or liabilities. If no assets or liabilities are related, deferred

income tax assets or liabilities are classified according to the period of realization.

The tax imputation system was adopted in accordance with the amendment of the ROC
Income Tax Law. Under the new system, the Company may retain the earnings after December
31, 1997, by paying a 10% surtax on such undistributed earnings, and the surtax is accounted

for as income tax expenses when due.

Earnings per share

The amount of earnings per share is computed by dividing the amount of net income attribut-
able to common stock outstanding for the period by the weighted-average number of common

shares outstanding during the period.

The convertible bonds issued by the Company belong to potential common stock. When
computing diluted EPS, potential common shares are included in the denominator if they are
dilutive. On the contrary, anti-dilutive potential common shares are ignored in calculating
dilutive EPS.

The calculation of diluted EPS is consistent with the calculation of basic EPS while giving the
effects of all dilutive potential common shares that were outstanding during the reporting peri-
od. When calculating diluted EPS, the net income attributable to common stockholders and
the weighted-average number of shares outstanding shall be adjusted for the effects of all dilu-
tive potential common shares.

The weighted-average number of common shares outstanding shall be adjusted cur-
rently and retroactively for the increase in common shares outstanding from stock
issuance (capitalization of retained earnings, additional paid-in capital, or employees'

bonuses).
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3. Reason for and Effect of Accounting Changes

The Company adopted Statement of Financial Accounting Standards No. 35, "Accounting for Asset
Impairment", in 2005. After performing an impairment test on those assets which had an indication

of impairment, the Company determined that no impairment loss need to be recognized in 2005.

4. The Important Accounts Are Listed Below:

(a) Cash and cash equivalents

The components as of December 31, 2005 and 2004, are summarized below:

2005 2004
NT dollars US dollars NT dollars US dollars
Cash on hand $ 90,548 2,756 69,278 2,170
Cash in bank 1,753,648 53,384 1,403,323 43,968

$ 1,844,196 56,140 1,472,601 46,138

(b) Short-term investments

The components as of December 31, 2005 and 2004, are summarized below:

2005 2004
NT dollars US dollars NT dollars US dollars
Mutual funds $ 2,713,075 82,590 5,350,027 167,623
Fair value $ 2,720,864 82,827 5,397,898 169,123
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(c) Other financial assets—current

The components as of December 31, 2005 and 2004, are summarized below:

2005 2004
NT dollars US dollars NT dollars US dollars
Tax refund receivable $ 230,024 7,002 200,174 6,272
Non-operating revenues receivable 10,390 316 12,621 395
Other receivables 544,118 16,564 26,867 842

$ 784,532 23,882 239,662 7,509

Inventories

The components as of December 31, 2005 and 2004, are summarized below:

2005 2004
NT dollars US dollars NT dollars US dollars
Aircraft spare parts $ 8,705,281 265,001 8,312,905 260,454
Consumables for use and merchandise
for sale during flight 467,002 14,216 400,846 12,559
Fuel for aircraft 63,593 1,936 35,887 1,124
Less: allowance for obsolete
inventories (1,342,450) (40,866) (1,503,005)  (47,091)

$ 7,893,426 _ 240,287 7,246,633 227,046

The above inventories were fully insured.
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(e) Long-term equity investments

Details as of and for the years ended December 31, 2005 and 2004, were as follows:

2005
Book value Cost Investment income (loss)
Shareholding
Investee percentage (%) NT dollars US dollars NT dollars US dollars NT dollars US dollars
Accounted for by the equity method:

Evergreen Airline Services Corp. 56.33 $ 394,154 11,999 111,174 3,384 36,000 1,119
RTW Air Services (S) Pte. Ltd. 49.00 22,585 688 13,217 402 6,229 194
Green Siam Air Services Co., Ltd. 49.00 27,029 823 9,421 287 17,174 534
Evergreen Sky Catering Corp. 49.80 674,779 20,541 498,000 15,160 56,001 1,741
Evergreen Airways Service (Macau) Ltd.  99.00 762,254 23,204 326 10 197,370 6,135
Uni Airways Corp. 17.92 197,594 6,015 3,277,238 99,764 19,180 596

Evergreen Aviation Technologies Corp.  80.00 3,174,790 96,645 2,000,450 60,897 342,515 10,647

Evergreen Security Corp. 31.25 40,827 1,243 25,000 761 6,895 214
Evergreen Air Cargo Services Corp. 60.00 959,036 29,194 726,098 22,104 144,971 4,506
Hsiang-Li Investment Corp. 100.00 914,029 27,824 1,000,000 30,441 (35,112) (1,091)
Uni Japan Co., Ltd. 49.50 1,689 51 1,820 55 473 15
PT Perdana Andalan Air Service 49.00 7,669 234 2,566 78 5,103 159

7,176,435 218,461 7,665,310 233,343 796,799 24,769

Accounted for by the cost method:
Publicly traded securities
Trade-Van Information Services Co., Ltd.  5.85 94,490 2,876 94,490 2,876

Central Reinsurance Corp. 5.96 358,703 10,920 358,703 10,920

453,193 13,796 _ 453,193 13,796

Non-publicly traded securities

Abacus International Holding Ltd. 211 115,743 3523 102,233 3,112
Sun Shine Corp. 19.50 40,365 1,228 40,365 1,228
Taiwan High Speed Rail Corp. 1.21 1,250,000 38,052 1,250,000 38,052
Hsin-Tao Power Corp. 9.69 484,612 14,752 484,612 14,752
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Technology Partner Il Venture Capital Corp.  5.88

Chung Hwa Express Co., Ltd.
Taiwan Fixed Network Corporation
Evergreen Development Corp.

Pan-Pacific Venture Capital Co., Ltd.

Total

Investee

10.00
1.30
9.47
2.14

Shareholding

20,000 609 20,000 609
20,000 609 20,000 609
840,000 25,571 840,000 25,571
870,000 26,484 870,000 26,484
15,048 458 15,048 458
3,655,768 111,286 3,642,258 110,875
4,108,961 125,082 4,095,451 124,671

$ 11,285,396 343,543 11,760,761 358,014 769,799 24,769

2004
Book value Cost Investment income (loss)

percentage (%) NT dollars US dollars

NT dollars US dollars NT dollars US dollars

Accounted for by the equity method:
Evergreen Airline Services Corp.
RTW Air Services(S) Pte. Ltd.
Green Siam Air Services Co., Ltd.

Evergreen Sky Catering Corp.

56.33
49.00
49.00
49.80

Evergreen Airways Service (Macau) Ltd. 99.00

Uni Airways Corp.

Evergreen Aviation Technologies Corp.
Evergreen Security Corp.

Evergreen Air Cargo Services Corp.
Hsiang-Li Investment Corp.

Uni Japan Co., Ltd.

Accounted for by the cost method:
Publicly traded securities
Trade-Van Information Services Co.,

Central Reinsurance Corp.

Non-publicy traded securities

17.92
80.00
31.25
60.00
100.00
49.50

Ltd. 585
6.14

$ 388,721 12,179 111,174 3,483 51,468 1,541
19,546 612 13,217 414 4,557 136
24,253 760 9,421 295 15,215 456

656,626 20,573 498,000 15,603 66,940 2,004
724,028 22,685 148,511 4,653 169,119 5,064
194,067 6,080 3,277,238 102,680 (66,807) (2,000
2,837,181 88,892 2,000,450 62,677 282,123 8,447
33,932 1,063 25,000 784 3,186 95
886,065 27,762 726,098 22,750 132,133 3,956
949,140 29,738 1,000,000 31,331 (52,449) (1,570)
1,376 43 1,820 57 144 4
6,714,935 210,387 7,810,929 244,727 605,629 18,133
94,491 2,961 94,491 2,961
312,349 9,786 _ 312,349 9,786
406,840 12,747 406,840 12,747
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Abacus International Holding Ltd. 2.1

Sun Shine Corp. 19.50
Taiwan High Speed Rail Corp. 1.40
Hsin-Tao Power Corp. 9.69

Technology Partner Il Venture Capital Corp. 5.88

Chung Hwa Express Co., Ltd. 10.00

Taiwan Fixed Network Corporation 1.30

Evergreen Development Corp. 9.47

Pan-Pacific Venture Capital Co., Ltd. 1.50
Total

115,743 3626 102,233 3,202
40,365 1,265 40,365 1,265
1,250,000 39,164 1,250,000 39,164
484,612 15,184 484,612 15,184
20,000 627 20,000 627
20,000 627 20,000 627
840,000 26,318 840,000 26,318
870,000 27,258 870,000 27,258

19,800 620 19,800 620

3,660,520 114,689 3,647,010 114,265

4,067,360 _ 127,436 _4.053,850 _ 127,012

$ 10,782,295 _ 337,823 11,864,779 _ 371,739 605,629 18,133

Details of increases in long-term equity investments of the Company in 2005 and 2004 were as

follows:

Investee

Unit: thousands of shares

2005 2004

Amounts Amounts

Shares NT dollars US dollars Shares NT dollars US dollars

Accounted for by the equity method:

PT Perdana Andalan Air Service

Accounted for by the cost method:

Central Reinsurance Corp.

39 § 2,566 81 - - -

4,019 46,354 1,459 11,653 148,317 4,647

$ 48,920 1,540 148,317 4,647

Details of selling long-term equity investments of the Company in 2005 and 2004 were as

below:
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Unit: thousands of shares
2005

Cost Gain (loss)on disposal of

long-term investments

Investee Shares NT dollars  US dollars NT dollars  US dollars
Accounted for by the cost method:

Evergreen Airways Service (Macau)

Ltd. (Note 1) $ 148,185 4,413 41,779 1,244
Accounted for by the cost method:

Pan-Pacific Venture Capital Co., Ltd.

(Note 2) 432 4,752 143 (432) (13)

$ 152,937 4,556 41,347 1,231

Note 1: On November 30, 2005, Evergreen Airways Service (Macau) Ltd. decreased issued stock,
and the Company withdrew NT$189,964 thousand (US$5,783 thousand). Exchange gain
amounted to NT$41,779 thousand (US$1,299 thousand).

Note 2: On December 21, 2005, Pan-Pacific Venture Capital decreased issued stock by 24%, and the
Company withdrew NT$4,320 thousand (US$132 thousand) in cash in proportion to the Company's
ownership percentage, which caused losses amounting to NT$432 thousand (US$13 thousand).

2004
Cost Gain on disposal of
long-term investments
Investee Shares NT dollars  US dollars NT dollars  US dollars
Accounted for by the cost method:

Trade-Van Information Services Co., Ltd. 194 $ 1,583 50 1,016 30

Taiwan Fixed Network Corporation(Note) 36,000 360,000 10,529
$ 361,583 10,529 1,016 30

Note: On August 15, 2004, Taiwan Fixed Network Corporation decreased issued stock by 30%,

and the Company withdrew NT$360,000 thousand (US$10,529 thousand) in cash in proportion
to the Company's ownership percentage.




(f) Property, plant and equipment

In 2005 and 2004, the Company capitalized the interest expenses on purchase of aircraft
amounting to NT$315,476 thousand (US$9,807 thousand) and NT$140,923 thousand

(US$4,219 thousand), respectively. The monthly interest rates on the above transactions were

0.25%~0.27% and 0.23%~0.25%), respectively.

As of December 31, 2005 and 2004, insurance coverage for property, plant and equipment, and
inventories amounted to approximately NT$51,823,727 thousand (US$1,577,587 thousand)
and NT$56,284,500 thousand (US$1,763,465 thousand), respectively.

(g) Lease assets

The details were as follows:

Lease item Quantity Lessor Lease term Terms of lease contract
Boeing 747 aircraft 4 GECAS 2004.4.13~ Pay rent monthly, and the
2016.11.12 lease term is equal to 75%
or more of the total
estimated economic life of
the leased property
Engines 6 Taiwan Life 2004.6.29~ Pay rent every three
Financing 2011.6.28 months, and the lease
Co., Ltd. transfers ownership of
the leased property by
the end of the lease
term
Computers 1 IBM 2004.7.25~  Pay rent monthly,
2009.7.24 and the lease transfers

ownership of the leased
property by the end of

the lease term
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Discount rate of leased assets

1.18%~6.93%
1.76%
2.50%

Present value of leased assets at the transaction date
2005 2004
NT dollars US dollars NT dollars US dollars

$ 8,748,540 266,318 6,426,010 201,335
540,296 16,447 540,296 16,928
41,844 1,274 41,844 1,311

The abovementioned aircraft and engines were financed by the sale and leaseback method. The

differences (named unrealized gain on sale and leaseback) between sales price and book value of

equipment were recorded as a reduction of depreciation expenses by lease term.

As of December 31, 2005, the details of leased assets were as follows:

Aircraft
Engines
Computers

Less: accumulated depreciation

NT dollars US dollars

$ 8,748,540 266,318
540,296 16,447

41,844 1,274
(1,127,171) (34,313)

$ 8,203,509 249,726

As of December 31, 2005, insurance coverage for leased assets amounted to approximately
NT$10,768,403 thousand (US$327,805 thousand).

As of December 31, 2005, the book value and present value of lease liability were as follows:

Year due

As of December 31, 2006
As of December 31, 2007
As of December 31, 2008
As of December 31, 2009
As of December 31, 2010

NT dollars US dollars

$1,221,019 37,170
926,355 28,200
964,033 29,346
998,062 30,382
992,671 30,218
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And after 5,058,771

Book value 10,160,911
Less: unrealized interest expenses (2,000,292)
Present value 8,160,619
Less: current portion (879,098)

$ 7,281,521

As of December 31, 2004, the details of leased assets were as follows:

NT dollars
Aircraft $ 6,426,010
Engines 540,296
Computers 41,844
Less: accumulated depreciation (405,791)
$ 6,602,359

153,996
309,312
(60,891)
248,421
(26,761)

221,660

_US dollars _

201,335
16,928
1,311
(12,714)
206,860

As of December 31, 2004, insurance coverage for leased assets amounted to approximately

NT$8,273,054 thousand (US$259,205 thousand).

As of December 31, 2004, the book value and present value of lease liability were as follows:

Year due NT dollars

As of December 31, 2005 $917,925
As of December 31, 2006 850,243
As of December 31, 2007 785,879
As of December 31, 2008 745,976
As of December 31, 2009 740,701
And after 4,738,715
Book value 8,779,439
Less: unrealized interest expenses (2,175,054)
Present value 6,604,385
Less: current portion (578,659)

$ _ 6,025,726

_US dollars

28,760
26,639
24,623
23,372
23,207
148,470
275,071

(68,147)
206,924

(18,130)
188,794
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(h) Deferred charges

As of December 31, 2005 and 2004, deferred charges, net of amortization, consisted of the fol-

lowing:
2005 2004

NT dollars US dollars NT dollars US dollars
Computer software $ 288,062 8,769 309,968 9,712
Leasehold improvements 1,874,462 57,061 718,569 22,514
Air flight route development cost 1,262 39 13,452 421
Navigator training costs 15,087 459 51,050 1,599
Major overhaul for aircraft and
engines 2,482,515 75,571 2,323,639 72,803
Others 410,546 12,498 197,242 6,180

$ 5,071,934 _ 154,397 3,613,920 _ 113,229

Short-term borrowings and payable on commercial paper

Details were as follows:

2005 2004
NT dollars US dollars NT dollars US dollars
Unsecured loans $ 2,400,000 73,059 1,600,000 50,130
Payable on commercial paper, net of
prepaid interest of NT$338 thousand
(US$10 thousand) for 2005 and NT$42
thousand (US$1 thousand) for 2004 699,662 21,299 99,958 3,132
$ 3,099,662 94,358 1,699,958 53,262

The interest expenses on the aforementioned short-term borrowings were calculated
based on floating interest rates. For the years ended December 31, 2005 and 2004, the
interest rates were 1.15%~1.48% and 0.90%~1.30%, respectively. As of December 31,
2005 and 2004, the unused credit lines amounted to approximately NT$5,903,733 thou-




sand (US$179,718 thousand) and NT$7,475,887 thousand (US$234,229 thousand),

respectively.

Long-term borrowings

As of December 31, 2005 and 2004, the details of long-term borrowings were as follows:
2005 2004

Nature Interest rate Interest rate
(%) NT dollars US dollars (%) NT dollars  US dollars

Secured loans:

Land and buildings 2.05~2.43  $ 2,800,000 85236  2.25~4.50 1,400,000 43,864
Aircraft

NT$ loans 1.95-2.77 4,637,000 141,157  1.76~4.95 4,689,046 146,914
US$ loans 2.70~5.47 1,503,966 45,783  1.95~3.58 3,426,787 107,365
6,140,966 186,940 8,115,833 254,279

Simulators
USS$ loans 2.58~4.71 290,591 8,846  1.59~2.11 282,338 8,846
290,591 8,846 282,338 8,846
Subtotal 9,231,557 281,022 9,798,171 306,989
Unsecured loans: 1.55~4.62 14,036,188 427281  1.25~6.50 10,401,823 325,902
Total 23,267,745 708,303 20,199,994 632,891
Less: current portion (5,360,213) (163,172) (8,520,472) (266,957)
$ 17,907,532 545,131 11,679,522 365,934

As of December 31, 2005, the remaining balances of the loans were due as follows:

Year due NT dollars US dollars
As of December 31, 2006 $ 5,360,213 163,172
As of December 31, 2007 4,661,682 141,908
As of December 31, 2008 4,448,696 135,425
As of December 31, 2009 3,026,733 92,138
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As of December 31, 2010

And after

Pursuant to the syndication loan agreement signed with Chiao-Tung Bank and fourteen
other banks, the Company's liabilities-to-equity ratio and current ratio must be main-
tained at 300% and 75%, respectively, at the year-end. If any aircraft purchased with

the financing of such loans is disposed of or sold, the Company must repay the loan

immediately.

As of December 31, 2005 and 2004, the unused credit lines for long-term borrowings amounted
to NT$900,000 thousand (US$27,397 thousand) and NT$2,600,000 thousand (US$81,461 thou-

4,092,400
1,678,021

$ 23,267,745

sand), respectively. The pledges for long-term borrowings are disclosed in note 6.

(k) Bonds payable

Details of bonds payable as of December 31, 2005 and 2004, are as follows:

Description
Annual
Guaranteed by interest rate
Bonds payable Farmers Bank 5.525%
Bank of Taiwan 5.525%
Bonds payable Shanghai Commercial &
Savings Bank 5.470%
Chinatrust Commercial
Bank 5.480%
Bank of Panhsin 5.640%
Chinatrust Commercial
Bank 5.530%
Bonds payable International Commercial
Bank of China 5.250%

Issue

124,579
51,081
708,303

2005 2004

date NT dollars US dollars NT dollars US dollars

2000.01 $
2000.01

2000.07

2000.07
2000.07

2000.07

2000.12

160,000
400,000

300,000

500,000
300,000

500,000

500,000

5,013
12,532

9,399

15,666
9,399

15,666

15,666

21



Bonds payable
Bonds payable

Bonds payable

Bonds payable

Bonds payable

Convertible
bonds payable
Subtotal

Cathay United Bank 5.250%
Bank of Taiwan 5.250%
Farmers Bank 5.250%
Taipei Fubon Bank 3.700%

Taiwan Cooperative

Bank Floating
Land Bank 2.25%
Chang Hwa Bank 2.25%
Taipei Fubon Bank 2.25%
Bank of Taiwan 2.110%

Taiwan Cooperative

Bank 2.110%
Far-Eastern International

Bank 1.850%
Shanghai Commercial & 1.850%

Savings Bank

Chinatrust Commerical

Bank 1.850%

Hua Nan Bank 1.850%
0.00%

Less: current portion

2000.12
2000.12
2000.12
2001.07

2004.02

2004.07

2004.07

2004.07

2005.01

2005.01

2005.08

2005.08

2005.08

2005.08

2004.08

$

- - 500,000 15,666

- - 400,000 12,532

- - 400,000 12,532
500,000 15221 500,000 15,666
500,000 15221 500,000 15,666
500,000 15221 500,000 15,666
500,000 15221 500,000 15,666
500,000 15221 500,000 15,666
500,000 15,221 - -
500,000 15,221 - -
500,000 15,221 - -
500,000 15,221 - -
600,000 18,263 - -
500,000 15,221 - -
3,283,754 99,961 4,473,154 140,149
8,883,754 270,434 10,933,154 342,550
(500,000)  (15,221)(3,960,000) (124,072)
8,383,754 255213 6,973,154 218,478
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(1) Second convertible bonds payable

The Company issued NT$4.5 billion of Taiwan domestic convertible bonds on August 9,

2004, for which the final terms and conditions were as follows:

(i) Coupon rate: 0%

(ii) Issue period: From August 9, 2004, to August 8, 2009

(iii) Redemption: Except for the bonds that have already been redeemed, converted, or pur-
chased and cancelled, the bonds can be redeemed on the fifth anniversary of the issue

date at par value.

(iv) Redemption at the option of the Company: The Company may redeem the bonds in
whole, but not in part, provided that (1) the closing price of the common shares on the
Taiwan Stock Exchange for 30 consecutive trading days is at least 150% of the conver-
sion price then in effect, or (2) the bonds outstanding are less than 10% of the issue

amount.

(v) Redemption at the option of the bondholders: The Company will, at the option of the

bondholders, redeem such bond on the third anniversary of the issue date at par value.
(vi) Conversion
A) The bondholders can ask the Company to convert the convertible bonds to common
stock during the period from one month after the issue date to ten days before the
maturity date.

B) Conversion price:

The conversion price is set at NT$14.50, which is a premium of 111% over the base

price. The base price is defined as the average of the closing prices of the issuer's com-
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mon shares traded on the Taiwan Stock Exchange for a period of 1, 3 or 5 trading days,
whichever is chosen, immediately preceding but excluding the pricing date, which is
July 26, 2004. The conversion price will be subject to adjustments in the event that any
change occurs to the capital structure. As of December 31, 2005, the conversion price

was NT$13.67.

Other installments payable

The Company purchased aircraft spare parts by installments. As of December 31, 2005 and

2004, the details were as follows:

2005 2004
NT dollars US dollars NT dollars US dollars
Installment amount payable $ 427,105 13,002 1,173,635 36,772
Less: current portion (427,105) (13,002) (679,730) (21,297)
$ - - 493,905 15,475

The current portion of other installments payable was recorded as other payables. As of
December 31, 2005, the remaining balances of other installments payable were due as fol-

lows:

Year due NT dollars US dollars

As of December 31, 2005 $ 427,105 13,002

The interest expenses of the aforementioned installments are calculated based on floating inter-
est rates. For the years ended December 31, 2005 and 2004, the average interest rates were
2.33%~2.61% and 2.33%~3.19%, respectively.

(m) Aircraft payable

The Company purchased aircraft by installments. As of December 31, 2005 and 2004, the

details were as follows:
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2005 2004
NT dollars US dollars  NT dollars US dollars
Aircraft payable $ 19,453,463 592,191 14,656,281 459,200
Less: current portion (2,415,242)  (73,524) (1,891,957)  (59,278)
$ 17,038,221 518,667 12,764,324 399,922

The current portion of aircraft payable was recorded as other payables. As of
December 31, 2005, the remaining balances of the aircraft payables were due as fol-

lows:
Year due NT dollars US dollars
As of December 31, 2006 $ 2415242 73,524
As of December 31, 2007 $ 2,428,135 73,916
As of December 31, 2008 2,369,893 72,143
As of December 31, 2009 2,426,657 73,871
As of December 31, 2010 2,459,044 74,856
And after 7,354,492 223,881
$ 19,453,463 592,191

The interest expenses of the aforementioned aircraft payable are calculated based on floating
interest rates. For the years ended December 31, 2005 and 2004, the average interest rates were
2.06%~6.77% and 1.12%~6.77%, respectively. The pledges for the aircraft payable are dis-

closed at note 6.
Retirement plans

Net retirement plan liabilities based on the actuarial computation at December 31, 2005 and

2004, are detailed as follows:
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2005 2004
NT dollars US dollars NT dollars  US dollars

Benefit obligation:

Vested benefit obligation $ (66,876) (2,035) (86,487) (2,710)

Nonvested benefit obligation  (1,808,946) (55,067) (1,658,727) (51,970)

Accumulated benefit obligation (1,875,822) (57,102) (1,745,214) (54,680)

Projected effects of

salary adjustments (268,833) (8,184)  (237,964) (7,456)

Projected benefit obligation (2,144,655) (65,286) (1,983,178) (62,136)
Plan assets at fair value 1,209,436 36,817 911,245 28,551
Projected benefit obligation

in excess of plan assets (935,219) (28,469) (1,071,933) (33,585)
Unrecognized net
transition obligation 163,770 4,985 191,064 5,986
Unrecognized pension loss 456,691 13,902 443,831 13,906
Pension liabilities that
need to be accrued (351,628) (10,704) (396,931) (12,436)
Accrued employee
retirement liabilities $ (666,386) (20,286) (833,969) (26,129)
The components of net pension cost are summarized as follows:

2005 2004
NT dollars _US dollars _NT dollars _US dollars

Service cost $ 168,481 5,237 210,281 6,296
Interest cost 67,372 2,095 68,675 2,056
Actual return on plan assets (15,311) (476) (9,043) (271)
Amortization:

Unrecognized net transition obligation 18,726 582 34,958 1,047
Net pension cost $ 239,268 7,438 304,871 9,128
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The pension cost from adopting the defined contribution scheme deposited in the Bureau of
Labor Insurance amounted to NT$37,927 thousand (US$1,179 thousand).

Actuarial assumptions at December 31, 2005 and 2004, are summarized as follows:

2005 2004
Discount rate 3.50% 3.50%
Rate of increase in future compensation levels 1.00% 1.00%
Expected long-term rate of return on plan assets  3.50% 3.50%

As of December 31, 2005 and 2004, the retirement fund deposited in the Central Trust of China
was NT$1,209,436 thousand (US$36,817 thousand) and NT$911,245 thousand (US$28,551

thousand), respectively.

Income tax

(1) The Company's earnings are subject to a maximum income tax rate of 25%. For the years
ended December 31, 2005 and 2004, the components of estimated income tax benefits

(expenses) were as follows:

2005 2004
NT dollars _US dollars _NT dollars _US dollars
Income tax expenses-current $ (137,554) (4,276)  (539,914) (16,165)
Income tax benefits-deferred 326,923 10,162 100,220 3,001
$ 189,369 5,886 (439,694) (13,164)

(2) For the years ended December 31, 2005 and 2004, the differences between expected income
tax expenses at statutory rates and income tax benefits (expenses) as reported in the accom-

panying financial statements were as follows:
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2005 2004
NT dollars US dollars NT dollars  US dollars
Expected income tax expenses $ (284,173) (8,833) (920,657) (27,565)
Surtax on undistributed earnings (134,147) (4,170) (105,021) (3,144)
Gain on disposal of investments 26,585 826 28,949 867
Investment income recognized under
equity method—unrealized 199,200 6,192 151,407 4,533
Dividend income 34,130 1,061 15,557 466
Permanent difference in depreciation
expenses (45,573) (1,417) (94,549) (2,831)
Exchange losses recorded as
translation adjustments 29,238 909 105,061 3,145
Increase in investment tax credits 460,237 14,306 50,790 1,521
Valuation allowance for deferred
income tax assets, net - 467,629 14,001
Others (96,128) (2,988)  (138,860) (4,157)
$ 189,369 5,886 (439,694) (13,164)

(3) For the years ended December 31, 2005 and 2004, the deferred income tax benefits were as

follows:
2005 2004
NT dollars _US dollars NT dollars  US dollars
Loss carryforwards $ - (522,588) (15,646)
Unrealized (realized) exchange
losses (51,288) (1,595) 32,676 978
Investment tax credits 350,098 10,883 (112,772) (3,376)
Provision (reversal) for reducing
inventory to market price (40,138) (1,248) 83,592 2,503
Purchase of fixed assets by
installments,adjusted for tax
purposes 85,952 2,672 126,967 3,801

Deferred gains on disposal of fixed
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assets, adjusted for tax purposes (96,390)

Valuation allowance for deferred income

tax assets, net
Accrued employee retirement
liabilities

$

(2,996) 24,716 740

- 467,629 14,001

78,689 2,446 ]
326,923 10,162 100,220 3,001

(4) The components of the deferred income tax assets as of December 31, 2005 and 2004, are

summarized as follows:

2005 2004
NT dollars _US dollars _NT dollars _US dollars
Deferred income tax assets-current:
Unrealized exchange losses $ 27,744 845 79,032 2,476
Allowance for obsolete
inventories 335,613 10,217 375,751 11,773
Other 78,689 2,395 -
$ 442,046 13,457 454,783 14,249
Deferred income tax assets
-noncurrent:
Purchase of fixed assets by
installments, adjusted for tax
purposes $ 717,463 21,841 631,511 19,786
Deferred gains on disposal of
fixed assets, adjusted for tax
purposes 227,910 6,938 324,300 10,161
Investment tax credits 350,098 10,657 -
$ 1,295,471 39,436 955,811 29,947
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The expiry years of the remaining investment tax credits as of December 31, 2005, are summa-
rized as follows:
Investment tax credits
Expiry year NT dollars US dollars
2009 $ 350,098 10,657

The Company's income tax returns have been examined and assessed through 2003 by the ROC

income tax authority.

(p) Stockholders' equity

(1) Common stock

As of December 31, 2005, the Company's authorized share capital consisted of 4,000,000
thousand shares of common stock, at NT$10 par value per share, of which 3,389,887 thou-

sand shares were issued and outstanding.

As of December 31, 2004, the Company's authorized share capital consisted of 4,000,000
thousand shares of common stock, at NT$10 par value per share, of which 3,271,426 thou-

sand shares were issued and outstanding.

On June 16, 2005, the Company's stockholders resolved to transfer unappropriated earnings
of NT$329,229 thousand by issuing 32,923 thousand shares of common stock, at NT$10 par
value per share. The stock issuance was authorized by and registered with the government

authorities on August 22, 2005.

On June 15, 2004, the Company's stockholders resolved to transfer unappropriated earnings of
NT$1,121,073 thousand by issuing 112,107 thousand shares of common stock, at NT$10 par value
per share. The stock issuance was authorized by and registered with the government authorities.

(2) Capital surplus, legal reserve, and restrictions on appropriations of earnings

The details as of December 31, 2005 and 2004, were as follows:
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2005 2004
NT dollars US dollars NT dollars US dollars

Cash subscription in excess

of par value of shares $ 1,794,333 61,794 1,794,333 61,794
Gain on disposal of property

plant and equipment of

investee company 1,668 53 1,668 53

Additional paid-in capital from

bond conversion 745,546 22,711 420,527 12,382
Increase in net equity due to

changein percentage of ownership

in long-term investments

under equity method 234,600 6,816 234,600 6,816

Donated assets 648,839 21,229 648,734 21,226

$ 3,424,986 112,603 3,099,862 102,271

The ROC Company Law stipulates that realized capital surplus should not be credited to
capital except for making up deficiencies of the Company. The realized capital surplus
includes the premiums on shares issued above their par value. In addition, the transferred
capital surplus from issuance of shares or other events in accordance with Article 8 of the
ROC Securities and Exchange Law and the ROC Company Law can be credited to capital
upon the condition that the aforementioned capital surplus has been approved by and regis-

tered with the competent authority in the previous year.

Furthermore, the amount of the capital surplus from the premiums on shares issued above
their par value and earnings from gifts received credited to capital should not exceed 10 per-

cent of the amount of paid-in capital in one year.

The ROC Company Law stipulates that the Company must retain 10% of its annual earn-
ings, as defined in the Law, until such retention equals the amount of authorized share capi-
tal. This retention is accounted for by transfers to legal reserve, upon approval at the stock-

holders' meeting. Legal reserve may be used to offset an accumulated deficit and cannot be




distributed as cash dividends to stockholders. However, one-half of legal reserve may be
converted to share capital when it reaches an amount equal to one-half of issued share capi-

tal, upon approval by the Company's stockholders.

The Company's articles of incorporation stipulate that the Company must appropriate employ-
ees' bonuses of not less than 1% of estimated earnings to appropriate of each year, and remu-
neration of directors and supervisors of not more than 5% of estimated earnings to appropriate
of each year. Such appropriations can only be made after offsetting accumulated deficit and

appropriation of legal reserve, and must be accounted for as a reduction in retained earnings.

To promote long-term development, the Company has adopted a steady dividend policy, in
which a cash dividend of around 0~50% of the appropriated dividend is distributed and a stock
dividend of around 50%~100% of the appropriated dividend is distributed. However, if the
predicted earnings per share of a year in which stock dividends are distributed decline to 20%
or working capital is low, a cash dividend of 50%~100% of the appropriated dividend is dis-
tributed and a stock dividend of 0~50% of the appropriated dividend is distributed.

The related information on employees' bonuses and directors' and supervisors' remunera-

tion appropriated from 2004 earnings was as follows:

2004
NT dollars US dollars
Employees' bonuses-cash $ 51,174 1,534
Directors' and supervisors' remuneration 20,400 611
$ 71,574 2,145

If the related expenditures listed above were taken as expenses incurred in 2004, the related
imputed earnings per share (after tax) would be NT$1.03 (US$0.03).

According to ROC SFC regulations, beginning 2002, information related to the appropria-
tion of employees' bonuses and bonuses for directors and supervisors can be found on web

sites such as the Market Observation Post System after the stockholders meeting.
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(3) Unappropriated earnings, imputation credit account, and creditable ratio

The details of unappropriated earnings as of December 31, 2005 and 2004, were as

follows:

2005 2004
NT dollars US dollars NT dollars US dollars

Unappropriated earnings
after 1998 $ 3,662,898 109,572 4,708,083 139,411

As of December 31, 2005 and 2004, the details of the ICA and the related creditable ratio

were as follows:

2005 2004
NT dollars US dollars _NT dollars  US dollars
ICA $ 783,829 23,861 116,460 3,649
2004 2003
Creditable ratio 21.40% (estimated) 6.94% (actual)

(q) Earnings per share

For the years ended December 31, 2005 and 2004, earnings per share are calculated as

follows:
2005 2005
NT dollars US dollars
Income Shares Earnings per Share Income Shares Earnings per Share
Before After Before  After  Before After Before After
Income  Income Income Income Income Income Income  Income
Tax Tax Tax Tax Tax Tax Tax Tax
Net income $1,136,691 1,326,060 35,334 41,220
Basic earnings per share:

Net income belonging to
common stockholders $ 1,136,691 1,326,060 3,362,148  $0.34 0.39 35334 41,220 3,362,148 0.01 0.01

Diluted earnings per share:
Net income belonging to
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common stockholders $ 1,136,691 1,326,060 3,362,148 35,334 41,220 3,362,148
Effect in the period of
dilutive potential
common shares - - 237,842 - - 237,842
$1,136,691 1,326,060 3,599,990 $0.32 0.37 35334 41,220 3,599,990 0.01 0.01

2004 2004
NT dollars US dollars
Income Shares Earnings per Share Income Shares  Earnings per Share
Before After Before  After  Before After Before After
Income  Income Income Income Income Income Income  Income
Tax Tax Tax Tax Tax Tax Tax Tax
Net income $ 3,682,629 3,242,935 110,258 97,094

Basic earnings per share:
Net income belonging to

common stockholders $ 3,682,629 3,242,935 3,090,044 $1.19 1.05 110,258 97,094 3,090,044 0.04 0.03
Diluted earnings per share:
Net income belonging to

common stockholders $ 3,682,629 3,242,935 3,090,044 110,258 97,094 3,090,044
Effect in the period of

dilutive potential

common shares - - 310,345 - - 310,345

$3,682,629 3,242,935 3,400,389 $1.08 0.95 110,258 97,094 3,400,389 0.03 0.03

(r) Financial instruments

(1) Derivative financial instruments

(i) As of December 31, 2005 and 2004, the nominal amounts and market value of deriva-

tive financial instruments were as follows:

2005 2004
Nominal Market Nominal Market
Amount Value Amount Value
Interest rate swap agreements USD 120,000 USD 415 USD 120,000 USD 1,564
(recorded as other current assets) NTD 4,600,000 NTD 4,600,000
Forward exchange contracts
(recorded as other current liabilities) - - USD 19,000 USD (101)
Fuel price option agreements (recorded
as other current assets and other
assets/liabilities) - USD 5,457 - USD 8,909
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(ii) The Company engaged in derivative financial instruments for the years ended

December 31, 2005 and 2004. Details were as follows:

Interest rate swap agreements:
Interest expenses (recorded as  $ -
non-operating expenses and
losses - interest expenses)
Interest income (recorded as non-operating
income and gains - interest income) 1,061 33
Interest receivable (recorded as other
financial assets -current) -
Interest payable (recorded as accrued
expenses) 5,546 169
Option agreements:
Gain on derivatives (recorded as
non-operating expenses and
losses -exchange losses, net) - -
Forward exchange contracts:
Future net cash outflow -
Future net cash inflow -
Fuel price option agreements:

Net gains (recorded as adjustment of

2005 2004
NT dollars US dollars NT dollars US dollars
36,225 1,085
6,875 215
18,370 550
609,657 19,101
606,423 19,000
1,264,493 37,859

operating cost) 1,382,272 42,078
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(i) Purposes and risks of engaging in derivative financial instruments

1) Interest rate swap agreements

The Company had several interest rate swap agreements to hedge its exposure to

fluctuations in interest rates on long-term borrowings.

The counter-parties to the swap transactions were international financial institu-
tions with excellent reputations. Management believed that the risk of loss due to
non-performance of the counter-parties was remote.

2) Option agreements

The Company entered into several interest rate and currency option agreements for

hedging purposes.

There were no such transactions for the year ended December 31, 2005.

3) Forward exchange contracts

The Company enter into several forward exchange contracts to hedge the risk of

changes in exchange rates of foreign currency receivable and payables.

The related forward exchange contracts for the year ended December 31, 2005, were

all expired.

4) Fuel price option agreements

The Company entered into several fuel price option agreements to hedge the risk of

fluctuations in fuel price.

(2) Fair value of nonderivative financial instruments
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There were no significant differences between the book value and the fair value for cash and

cash equivalents, notes and accounts receivable (including related parties), other receivables

(including related parties), other financial assets, other current assets, short-term borrow-

ings, notes and accounts payable (including related parties), other payables (including relat-

ed parties), tax payable, accrued expenses, other current liabilities, current portion of long-

term liabilities, and lease payable because of the proximity of their due dates.

The details of other nonderivative instruments as of December 31, 2005 and 2004, are sum-

marized as follows:

2005
NT dollars US dollars
Nonderivative financial instruments Book value Fairvalue  Book value _Fair value
Assets:
Short-term investments $2,713,075 2,720,864 82,590 82,827
Long-term equity investments:
Fair value can be estimated in fact 453,193 460,564 13,796 14,020
Fair value can not be estimated in fact 10,832,203 - 329,747 -
Long-term liabilities:
Bonds payable 8,383,754 8,295,291 255,213 252,520
Long-term borrowings 17,907,532 17,907,532 545,131 545,131
Aircraft payable 17,038,221 17,038,221 518,667 518,667
Lease payable 7,281,521 7,281,521 221,660 221,660
Off-balance-sheet financial instruments:
Letters of credit 286,248 8,714
2004
NT dollars US dollars
Non-derivative financial instruments ~ Book value Fairvalue = Book value Fair value
Assets:
Short-term investments $ 5,350,027 5,397,898 167,623 169,123

Long-term equity investments:
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Fair value can be estimated in fact 406,840 449,671 12,747 14,089

Fair value can not be estimated in fact 10,375,455 - 325,076 -
Long-term liabilities:

Bonds payable 6,973,154 7,290,045 218,478 228,406
Long-term borrowings 11,679,522 11,679,522 365,934 365,934
Other installments payable 493,905 493,905 15,475 15,475
Aircraft payable 12,764,324 12,764,324 399,922 399,922
Lease payable 6,025,726 6,025,726 188,794 188,794
Off-balance-sheet financial instruments:

Letters of credit - 517,952 - 16,228

(3) Methods and assumptions to measure the fair value of financial instruments
p
(i) The fair value of short-term investments is market value.

(ii) The fair value of long-term equity investments is market value if they are traded on the
public market.

(iii) The fair value of convertible bonds is market value.

(iv) The fair value of long-term liabilities (except convertible bonds) is the discounted future
cash flows, and the discount rates during 2005 and 2004 were 3.14% and 2.93%, respec-
tively.

(v) The fair value of letters of credit is based on the contract.

(vi) The fair value of the derivative instruments is based on the receipt or payment if the
Company terminates the contracts on the balance sheet date, and generally includes the
unrealized gain or loss of the unexpired contracts. Most of the derivative financial
instruments have quotations from financial institutions.

(4) Off-balance-sheet credit risk financial instruments

Financing guaranty: For the period from June 8, 2002, to June 8, 2004, the Company pro-
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vided a guaranty for an investee Company amounting to NT$80,000 thousand. As of
December 31, 2005 and 2004, the Company had provided a guaranty for an investee compa-
ny amounting to NT$0, respectively. The guaranty was used to guarantee financial borrow-
ings, which have an off-balance-sheet credit risk. Credit risk means the probable account-
ing loss from a counter-party who violates the contract and/or a significant decrease in the
value of a mortgage. If the credit line of the guarantee is used up and the borrowing still
cannot be redeemed, the Company's credit risk is equal to the amount of the contract. The
counter-party did not provide a mortgage when the Company promised to provide the

financing guaranty.

(5) Concentrations of credit risk
The Company's primary potential credit risk is accounts receivable. However, there was no
concentration of credit risk because there was more than one counter-party. To decrease the
credit risk of accounts receivable, the Company continually evaluated the collectibility of
accounts receivable and recognized allowance for doubtful accounts. All bad debts were
within management's expectations.

Transactions with Related Parties

(a) Name and relationship of related parties

Name Relationship with the Company

Evergreen Marine Corp. Major shareholder

Evergreen International Corp. Major shareholder

Evergreen International Storage & Transport Corp. Investee company of the Company's major shareholders
Evergreen Airline Services Corp. Subsidiary

RTW Air Services (S) Pte. Ltd. Subsidiary

Green Siam Air Services Co., Ltd. Subsidiary

Evergreen Sky Catering Corp. Subsidiary

Evergreen Aviation Technologies Corp. Subsidiary

Evergreen Air Cargo Services Corp. Subsidiary

Hsiang-Li Investment Corp. Subsidiary

Uni Japan Co., Ltd. Subsidiary

Evergreen Airways Service (Macau) Ltd. Subsidiary
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PT Perdana Andalan Air Service Subsidiary
Uni Airways Corp. Investee company accounted for by equity method

Evergreen Security Corp. Investee company accounted for by equity method
g y

(b) Significant transactions with related parties
(1) Revenue, cost and expenses

During the years ended December 31, 2005, and 2004, the Company's transactions with
related parties were as follows:

2005 2004
Revenue NT dollars US dollars Percentage NT dollars US dollars Percentage
Evergreen Airline Services Corp. $1,754 55 - 1,845 55 -
Uni Airways Corp. 32,428 1,008 0.04 43,454 1,301 0.06
Evergreen Aviation Technologies Corp. 146,784 4,563 0.17 198,225 5,935 0.24
Evergreen Air Cargo Services Corp. 17,298 538 0.02 8,489 254 0.01
Evergreen International Corp. 11,615 361 0.01 3,639 109 -
Others 4,264 133 - 2544 76 -
$ 214,143 _ 6,658 0.24 258,196 _7,730 0.31

2005 2004
Cost NT dollars US dollars Percentage NT dollars US dollars Percentage
Evergreen International Corp. $ 53,925 1,676 0.07 45,785 1,371 0.06

Evergreen International Storage &

Transport Corp. 75,081 2,334 0.09 60,429 1,809 0.09
Evergreen Airline Services Corp. 844,988 26,266 1.05 807,976 24,191 1.14
Evergreen Sky Catering Corp. 880,886 27,382 1.09 811,471 24,296 1.14
Uni Airways Corp. 944,139 29,349 117 707,956 21,196 1.00
Evergreen Aviation Technologies Corp.4,599,514 142,975 5.69 3,892,027 116,528 5.47
Evergreen Air Cargo Services Corp. 345,149 10,729 0.43 358,647 10,738 0.50
Others 1,607 50 - 1,305 39 -

$7,745,289 240,761 9.59 6,685,596 200,168 9.40




Expenses

2005

2004

NT dollars US dollars Percentage NT dollars US dollars Percentage

Evergreen International Corp.

Evergreen International Storage &
Transport Corp.

Evergreen Airline Services Corp.

Evergreen Sky Catering Corp.

Uni Airways Corp.

Evergreen Aviation Technologies Corp.

Evergreen Security Corp.

RTW Air Services (S) Pte. Ltd.
Green Siam Air Services Co., Ltd.
Uni Japan Co., Ltd.

PT Perdalan Andalan Air Service

Others

(2) Guaranty

$140,383 4,364 206 121,931 3,651 1.79
19,195 597 028 21,809 653 0.32
27,167 844 040 26,053 780 0.38
23,107 718 034 24,207 725 0.35
78,652 2,445 116 112532 3,369 1,65
22,012 684 032 16,212 485 0.24
48697 1514 072 43108 1,291 0.63
51,108 1,589 075 47,956 1436 0.70
71,885 2235 1.06 75931 2273 1.11
25,185 783 037 18,688 559 0.27
25,775 801 0.38 - -

969 30 2,426 73 0.04

$534,135 16,604 7.84 510853 15295  _ 7.48

The Company's guaranty to a related party for the year ended December 31, 2004, was as

follows:

Uni Airways Corp.

2004

Maximum balance

NT dollars US dollars NT dollars

Ending balance

US dollars

$ 80,000

2,507

There were no such transactions during the year ended December 31, 2005.

(3) The abovementioned transactions with related parties were made with no significant differ-

ence from those with non-related parties, but sometimes the payments were overdue.




Receivables and payables as of December 31, 2005 and 2004, resulting from the aforemen-

tioned transactions are summarized as follows:

Accounts receivable-related parties:

Uni Airways Corp.

Evergreen Aviation Technologies Corp.

Evergreen Marine Corp.
Evergreen Air Cargo Service Corp.

Others

Other receivables-related parties:
Uni Airways Corp. (Note)

Evergreen Air Cargo Services Corp.

Evergreen Aviation Technologies Corp.

Evergreen Airline Services Corp.
Evergreen International Corp.
Uni Japan Co., Ltd.

Evergreen Sky Catering Corp.
Others

2005

2004

NT dollars US dollars

NT dollars US dollars

11,406 347 13,809 433
14,722 448 32,550 1,020
2,070 63 261 8
1,429 44 -
859 26 268 8
30,486 928 46,888 1,469
133,242 4,056 163,934 5,136
6,971 212 3,822 120
38,689 1,178 48,246 1,512
17,050 519 8,538 267
5,933 181 3,100 97
- - 12,376 388
3,198 97 1,907 60
2,377 72 259 8
207,460 6,315 242,182 7,588
7,243 289,070 9,057

Total receivables-related parties $ 237,946

Note: As of December 31, 2004, the overdue accounts receivable transferred to other receivables

were NT$34,687 thousand (US$1,087 thousand), respectively. The aging report for the above-

mentioned overdue accounts receivable was as shown below:
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2004

Aging report for overdue accounts receivable

Amount Over 1~6 months Over 7~12 months Over one year
NT us NT us NT us NT us
dollars _dollars dollars _dollars dollars _dollars dollars dollars
Uni Airways Corp. $ 34,687 1,087 13,671 429 13,127 411 7,889 247

There were no such transactions during the year ended December 31, 2005.

2005 2004
NT dollars US dollars NT dollars US dollars

Accounts payable-related parties:

Evergreen International Corp. $ 8,429 257 9,435 296
Evergreen Airline Services Corp. 172,359 5,247 160,386 5,025
Evergreen Sky Catering Corp. 144,195 4,389 130,810 4,098
Uni Airways Corp. 131,136 3,992 142,577 4,467
Evergreen Aviation Technologies Corp. 355,065 10,809 520,568 16,310
Evergreen Air Cargo Services Corp. 61,819 1,882 56,754 1,778
Evergreen International Storage &

Transport Corp. 6,807 207 347 11
Green Siam Air Services Co., Ltd. 6,474 197 7,490 235
RTW Air Services (S) Pte. Ltd. 5,989 182 4,057 127
PT Perdana Andalan Air Service 3,535 108 - -
Others 2,245 68 - -

898,053 27,338 1,032,424 32,347

Other payables-related parties:

Evergreen International Corp. 15,565 474 28,350 888
Evergreen Airline Services Corp. 42,931 1,307 32,827 1,029
Evergreen Sky Catering Corp. 1,871 57 2,436 76
Uni Airways Corp. 7,486 228 19,406 608

Evergreen Aviation Technologies Corp. 8,706 265 2,817 88




Evergreen Air Cargo Services Corp. 3,940 120 2,328 73

Evergreen International Storage &

Transport Corp. 1,071 32 6,053 190
Evergreen Security Corp. 4,395 134 3,970 125
Evergreen Marine Corp. 53 1 47 1

86,018 2,618 98,234 3,078

Total payables-related parties $ 984,071 29,956 1,130,658 35,425

6. Pledged Assets

The book values of the pledged assets as of December 31, 2005 and 2004, were as follows:

2005 2004
Pledged assets Object NT dollars US dollars NT dollars US dollars
Land Long-term borrowings ~ $ 1,864,122 56,747 1,864,122 58,405
Buildings Long-term borrowings 2,573,809 78,350 2,667,079 83,563
Aircraft Long-term borrowings 38,452,290 1,170,542 34,488,218 1,080,559
Engines-included in Long-term borrowings 121,051 3,685 137,712 4,315
machinery and equipment
Simulators-included in ~ Long-term borrowings 313,487 9,543 343,221 10,754

machinery and equipment
Time deposit-included in  Customs duty and contract 531,389 16,176 605,242 18,963

other assets performance guaranties

$ 43,856,148 1,335,043 40,105,594 1,256,559
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7. Commitments and Contingencies

(a) As of December 31, 2005, the outstanding contracts for purchases of aircraft were as follows:

Total price of

Entering date Type of aircraft Quantity contract Prepayments (Note)
June 2000 Boeing 777 5 US$ 1,260,851 NT$4,816,616 (US$146,625)
April 2004 Boeing 777 8 US$ 1,491,496 NT$4,003,662 (US$121,877)
November 2004  Airbus A330-200 1 Us$ 138,608 NT$1,107,151 (US$33,703)

Note: The prepayments were recorded as advances for purchases of equipment.

(b) As of December 31, 2005, the Company had issued a total of NT$8,131,479 thousand
(US$247,534 thousand) in promissory notes to banks for obtaining guaranties for credit lines.
As of December 31, 2005, the Company had obtained guaranties from ABN-AMRO Bank,
Citibank, Bank of America and HSBC Bank amounting to NT$279,822 thousand (US$8,518
thousand).

(c) The Company entered into aircraft, land and engine lease contracts using the operating lease or
capital lease method. As of December 31, 2005, the Company had paid $15,625,005 thousand
(US$475,647 thousand) as refundable deposits. According to the contracts, future lease pay-

ments in the following five years are as follows:

Year due NT dollars US dollars

As of December 31, 2006 $ 11,484,402 349,601
As of December 31, 2007 8,998,803 273,936
As of December 31, 2008 7,110,998 216,469
As of December 31, 2009 6,244,051 190,078
As of December 31, 2010 5,374,265 163,600
$ 39,212,519 1,193,684
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8.

9.

Important Damage Losses: none

Important Subsequent Events: none

10. Others

(a) Total personnel, depreciation and amortization expenses for the years ended December 31,

2005 and 2004, are summarized below:

NT dollars
By function 2005 2004
Operating Operating Operating Operating
By item cost  expenses Total cost expenses Total
Personnel expenses

Salaries $ 3,217,212 2,647,551 5,864,763 3,310,924 2,812,000 6,122,924
Insurance 132,828 111,169 243,997 114,902 102,091 216,993
Pension 164,380 114,219 278,599 177,837 127,034 304,871

Others (meal
allowances, etc.) 940,608 219,902 1,160,510 914,301 198,255 1,112,556

Depreciation 4224112 212,590 4,436,702 4,356,802 210,494 4,567,296
Amortization 994,308 221,658 1,215,966 942,512 216,777 1,159,289
US dollars
By function 2005 2004
Operating Operating Operating Operating
By item cost  expenses _Total cost expenses Total

Personnel expenses

Salaries $ 100,006 82,299 182,305 99,129 84,192 183,321

Insurance 4,129 3,456 7,585 3,440 3,057 6,497

Pension 5,110 3,550 8,660 5,325 3,803 9,128

Others (meal
allowances, etc.) 29,239 6,835 36,074 27,374 5936 33,310
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(a)

(b)

Depreciation 131,306 6,608 137,914 130,443 6,302 136,745
Amortization 30,908 6,890 37,798 28,219 6,490 34,709

Reclassification

Certain amounts in the financial statements for the year ended December 31, 2004, have been
reclassified to conform with the presentation of the financial statements for the year ended
December 31, 2005, for purposes of comparison. These reclassifications do not have a signifi-

cant impact on the financial statements.

11. Segment Financial Information

Diversified industry:

The Company mainly operates an international air transportation business.

Geographic area information:

2005 2004
NT dollars US dollars NT dollars US dollars

South East Asia:

Operating revenue $ 30,395,917 944,853 22,452,705 672,237

Income from operations  $ 142,252 4422 1,280,892 38,350

Identifiable assets $ 679,739 20,692 291,944 9,147
North America:

Operating revenue $ 13,660,863 424,646 11,401,497 341,362

Income from operations  $ 63,933 1,987 650,438 19,474

Identifiable assets $ 292,991 8,919 447,225 14,012
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(d) Export sales information -

2005

2004

NT dollars US dollars

NT dollars US dollars

Other foreign areas:

Operating revenue $ 16,194,650 503,408 16,447,653 492,445
Income from operations  $ 75,790 2,356 938,312 28,093
Identifiable assets $ 539,103 16,411 1,136,626 35,612
Domestic:
Operating revenue $ 27,764,536 863,057 32,353,496 968,667
Income from operations  $ 129,937 4,039 1,845,715 55,261
Identifiable assets $ 115,684,585 3,521,601 105,046,906 3,291,252
Total operating revenue $ 88,015,966 2,735,964 82,655,351 2,474,711
Income from operations $ 411,912 12,804 4,715,357 141,178
Investment income, net 796,799 24,769 605,629 18,133
General income (expenses) 1,677,567 52,147 298,932 8,950
Interest expenses (1,749,587) (54,386) (1,937,289)  (58,003)
Income before incometax $ 1,136,691 35,334 3,682,629 110,258
Total identifiable assets $ 117,196,418 3,567,623 106,922,701 3,350,023
Long-term equity investments 11,285,396 343,543 10,782,295 337,823
Total assets $ 128,481,814 3,911,166 117,704,996 3,687,846

Major customer information -

ness with no specific major customers.

The Company operates an air transportation busi-

The main business of the Company is international

air transportation services. Consequently, it is not

practical to separate export and domestic sales.
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EVA AIRWAYS CORP. AND SUBSIDIARIES
Consolidated Statements of Operations
For the year ended December 31, 2005

(Amount Expressed in Thousands of New Taiwan Dollars and U.S. Dollars, Except Earnings Per Share)

Operating revenue

Operating cost
Gross profit from operations

Operating expenses
Operating income

Non-operating income and gains:
Interest income
Investment income
Gain on disposal of property, plant and equipment, net
Exchange gain, net
Other income

Non-operating expenses and losses:
Interest expenses net of capitalized interest of
NT$319,830 (US$9,942 )
Investment losses
Other loss

Income before income tax
Income tax benefit

Net income

Income attributable to:

Parent company
Minority interest

Earnings per share (expressed in dollars)
Basic earnings per share
Diluted earnings per share:

NT dollars

$ 91,911,940

(83,039,370)
8,872,570

(7,255,064)
1,617,506

126,792
200,906
747,864
31,950
909,014
2,016,526

(1,858,908
(55,075
(61,172

(1,975,155

= = = =

1,658,877

4,858

$ 1,663,735

$ 1,326,060
337,675

1,663,735

©w N

0.39
0.37

2005

US dollars

2,857,070

(2,581,267)
275,803

(225,523)
50,280

3,941
6,245
23,247
993
28,257
62,683

(57,784)
(1,712)
(1,901)

(61,397)

51,566

151
51,717
41,220

10,497
51,717

0.01
0.01
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EVA AIRWAYS CORP. AND SUBSIDIARIES.
Consolidated Statements of Cash Flows

For the year ended December 31, 2005

(Amount Expressed in Thousands of New Taiwan Dollars and U.S. Dollars)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net

cash flow provided by operating activities:

Depreciation

Amortization and maintenance expense

Amortization expense recorded as interest expense

Gain on disposal and loss from obsolescence of property, plant and equipment
Amortization of deferred gain from sale and leaseback of fixed assets
Amortization of other deferred gain

Provision for unrealized exchange gain from long-term borrowings
Gain on disposal of short-term investments

Investment income

Investment losses

Proceeds from cash dividends on long-term equity investments
Deferred income tax benefit

Decrease in notes receivable

Increase in accounts receivable (including related parties)
Decrease in other receivables from related parties

Increase in accounts receivable—related parties—noncurrent
Increase in inventories

Increase in prepaid expenses

Increase in other prepayments

Increase in other financial assets—current

Increase in other current assets

Increase in deferred pension cost

Increase in notes and accounts payable (including related parties)
Increase in other payables (including related parties)

Increase in accrued expenses

Decrease in tax payable

Increase in unearned revenue

Increase in other current liabilities

Decrease in other liabilities

Increase in accrued employee retirement liabilities

Net cash provided by operating activities

NT dollars

$ 1,663,735

5,118,214
1,260,913
15,710
(730,756)
(89,765)
(417,913)
(9,156)
(116,940)
(200,906)
55,075
298,419
(344,300)
4,033
(1,743,656)
98,143
(86,548)
(2,137,016)
(696,585)
(493,370)
(615,082)
(66,040)
(76,244)
270,510
523,023
1,529,006
(372,398)
864,042
294,852
(64,388)

66,557
3,801,169

2005

US dollars

51,717

159,099
39,195
488
(22,715)
(2,790)
(12,991)
(285)
(3,635)
(6,245)
1,712
9,276
(10,703)
125
(54,201)
3,051
(2,690)
(66,429)
(21,653)
(15,336)
(19,120)
(2,053)
(2,370)
8,409
16,258
47,529
(11,576)
26,859
9,165
(2,001)
2,069
118,159
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Cash flows from investing activities:
Decrease in short-term investments
Increase in restricted assets—current
Payments for purchase of long-term equity investments
Proceeds from disposal of property, plant and equipment
Payments for purchase of property, plant and equipment
Increase in refundable deposits and other assets
Return of long-term equity investments, net
Increase in deferred charges
Net cash used in investing activities
Cash flows from financing activities:
Increase in short-term borrowings
Increase in long-term borrowings
Repayment of short-term borrowings
Repayment of long-term borrowings
Installment payments for purchase of property, plant and equipment
Installment payments for purchase of inventories
Repayment of lease liability
Increase the minority interest
Payments of cash dividends
Payment of employees' bonuses and directors' and supervisors' remuneration
Net cash used in financing activities
Effect of exchange rate changes on cash
Effect of subsidiaries initial consolidation
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Additional disclosure of cash flow information:
Cash payments of interest (excluding capitalized interest expense)
Cash payments of income tax
Supplemental schedule of noncash investing and financing activities:
Current portion of long-term borrowings
Inventory transferred from fixed assets
Translation adjustments

Deferred credit arising from mark to market valuation of derivatives

2,460,648
(2,990)
(101,506)
3,873,905
(7,024,412)
(95,445)

4752
(2,731,256)
(3,616,304)

13,199,308
15,625,334
(10,559,958)
(10,461,773)
(2,266,687)
(746,530)
(751,707)
2,208,386
(1,646,147)
(71,574)
4,528,652
(7,192)
(2,846,130)
1,860,195

1,472,601

s_33827%

$ 1,671,214
1,085,127

&

6,306,957
150
223,373
(141,644)

© B h P

76,489
(93)

(3,174)
120,420
(218,353)
(2,967)

143

(84,901)
(112,436)

410,299
485,711
(328,255)
(325,203)
(70,460)
(23,206)
(23,367)
67,009
(49,330)
(2,145)
141,053
(2,987)
(88,472)
55,317

46,138

101,455

51,949
33,731

191,993
5

(34,840
(4,280)
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EVA Airways Corporation

376 Hsin-nan Rd. Sec. 1 Luchu, Taoyuan Hsien,
Taiwan

Tel:886-3-351-5151

Internet Address:http://www.evaair.com

Taipei Office
117 Sec.2, Chang-an E. Rd., Taipei, Taiwan
Tel:886-2-8500-2345

Spokesman

Kuo-Wei Nieh

Executive Vice President , Public Relations
Division

Tel:886-2-2500-1122
e-mail:kwnieh@evaair.com

Deputy Spokesperson

Julie Liu

Junior Vice President, Public Relations Division
Tel:886-2-2500-1122

email: Julieliu@evaair.com

Shareholder Service
Address:B1,No.114,Sec.2 Cheng -kuo N. Rd.
Taipei.

Tel: 886-2-2509-8720°

Fax: 886-2-2509-9180

Internet Address :http://stock.evergreen.
com.tw

Auditors

KPMG

65156, Sec.3, Min-sheng E. Rd. Taipei, Taiwan
Tel:886-2-2715-9999

Internet Address:http://www.kpmg.com.tw

Financial Calendar
Year ended December 31 2005
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