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1. Operation Business

Chunghwa Post may engage in the following business:
Delivery of mail.
Postal savings.
Remittances.
Simple life insurance.
Philately and related merchandise.
Management of postal assets.
Subject to approval by the Ministry of Transportation
and Communications, Chunghwa Post may also
operate as an agent for other businesses, make
investments, or operate related businesses as
described under subparagraphs 1 to 6 mentioned
above.

(1)
(2)
(3)
(4)
(5)
(6)
(7)

2. Operation Volumes

(1) Per Capita Correspondence Rate and Letter-
post Items

To keep abreast with the national economic
development, the Chunghwa Post does business with the
principles of “ubiquitousness, speed, safety, and
fairness.” In 2003, 2.697 million domestic letter-post
items were received, a drop of 4.97% from 2002.
International letter-post items reached 34.43 million
pieces. The 2003 Per Capita Correspondence Rate (the
average quantity of mail posted per citizen annually) .
was 121.1 pieces, a 7.0% drop.Letter-post items and
parcels are mail. Letter-post items consist of letters,
postcards, aerogrammes, newspapers, magazines,
printed matter, literature for the visually handicapped, and
small packets. Of these, the Postal Service holds a
monopoly on letters, aerogrammes, and postcards, while
others are open to the market. The postage charges for
mail continue to be regulated by law and act. Newspapers
and magazines handled showed a decrease in 2003 due
to the Internet; while small-packet business grew 1.81%,
owing to bulk discounts. Literature for the visually
handicapped rocketed 34.37% last year. It is handled free
of charge, as the Chunghwa Post seeks to take its share
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of societal responsibility. ( Please see page 27)

(2) Parcels

The parcel service is a non-monopoly business: other
state-run or private enterprises are permitted to operate
this service. The Chunghwa Post, to maintain competition
in this field, is flexible and offers multiple services in this
area including nighttime and Saturday delivery, no claim
at the counter, pick-up at customer’s door; adjustments to
the operational flow system, transportation, delivery, and
favorable promotional sales to specific markets such as
student parcels during winter and summer breaks, year-
end parcels, book fair parcels, souvenir parcels, etc. In
2003, 8.376 million domestic parcels were handled, an
increase of 13.3% from 2002; whereas 577,000
international parcels were processed, a drop of 0.2%.

(3) Hybrid Mail and Electronic Mail

To maintain better operations in the postal business, to
save labor costs and expenditure of mail transportation,
and to promote the efficiency of mail operation,
Chunghwa Post initiated Electronic Mail service for bulk
mail in 1996. Electronic mail allows customers to send
mail via the Internet from home after completing an
account application. The service is available for domestic
ordinary letters, printed matter, and registered electronic
mail. Alternately, customers may hand-deliver discs to the
post office, and then letter printing, packaging, and
delivery are entirely processed by the post office. It
integrates data processing, printing, packaging, and
delivery, and provides considerable savings in labor costs
and handling procedures. In 2003, some 110 million
hybrid mail items were handled, providing revenue of
NT$621 million. Though competition from the outside is
rather severe, Chunghwa Post has enjoyed a 20 %
increase yearly. Hybrid Mail and Electronic Mail both use
advanced technology such as the Internet to transmit
messages true to the original for delivery to the
addressee in either a physical or electronic form within
seconds. It combines traditional mail posting,
transportation, and delivery services by using technology
and automation. This has been an area of diversification
offered by the post office. Foreign postal services also
refer to this as “Hybrid Mail” . At present, there are
three large operation centers, one each in Taipei,
Taichung and Kaohsiung. An “e-post mail delivery
system” was set up in 2002, which transmits the
customer’s data to the center nearest to the addressee,
thus saving time and labor in delivery. More centers will
be established to meet the needs of business and develop
a far more convenient means to receive and deliver mail
items.

(4) EMS (Speedpost)
EMS, which is a fast, safe, and convenient mail
service, plays a key role in developing postal services. In
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recent years, this service has been challenged by stiff
competition from private counterparts. They have
established operation bases in profitable metropolitan
areas and employed innovative strategies to enlarge their
market shares.To enhance the competition, Chunghwa
Post offers an abundance of promotional sales. It also
allows branch managers to negotiate postage charges
with customers. EMS door-to-door delivery service was
established. In 2003, 4.35 million domestic EMS items
were handled, a drop of 2.4% from 2002. For international
EMS, however, 1.504 million pieces were handled, an
increase of 8.4%. (Please see page 28)

(5) Stamps

In 2003, Chunghwa Post released 22 stamp issues,
including 13 specials, 3 commemoratives, 5 definitives,
and 1 postage-due. In addition, the following items were
published: a Postage Stamp Album, a Postage Stamp
Catalogue, New Yeas Greeting postcards, commemorative
postcards, stamped envelopes, commemorative
envelopes, stamp folios, and pictorials. (Please see
pages 29-35)

(6) Philately

Philatelic operations is one of the major businesses of
this Company. Revenue from this area reached NT$528
million in 2003. Major steps to promote sales were:

i. Develop New Philatelic Products

+ Personal greeting stamps: 2 sets of personal
greeting stamps were released before 2002; one more set
with different designs was issued in 2003 to meet
customers’ needs and options. Chunghwa Post installed
a computer purchase system to satisfy on-line browser’s
needs. More equipment was purchased for installation in
the major post offices, facilitating the production of
personal greeting stamps. More such stamps are to be
released in the future.

+ Philatelic pictorials: In conjunction with the new
stamp issues, Chunghwa Post put 6 pictorials into market:
The Establishing of Chunghwa Post Co., Ltd. Com.
Souvenir Sheet, Taiwan Mountains Postage Stamps-
Mount Nanhu, Conservation of Birds Postage Stamps-
Blue-tailed Bee-eaters, Implements from Early Taiwan
Postage Stamps — Furniture, Taiwan Scenery Postage
Stamps (lssue of 2003) and Hot Springs In Taiwan
Postage Stamps.

+ Peripheral philatelic merchandise: Several philatelic
gift items were introduced before, such as post-box
models, porcelain mugs, paperweights, name card-
holders, scroll paintings, and silk ties with stamp designs.
In 2003, similar merchandise, including a notebook set
and a name-card holder and tray set were made with the
stamp design of the 2003 issue of Modern Taiwanese
Paintings postage stamps.

ii. Establish More Philatelic Sale Points.

+ Set up more philatelic centers: To provide better
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philatelic service and set up a channel between
Chunghwa Post and stamp collectors, as from 1995
Chunghwa Post established 9 philatelic service centers,
one each in Taipei Taichung, Kaohsiung, Hsinchu, Tainan,
Chiayi, Hualien, Keelung and Taoyuan. These centers
provide philatelic information, hold symposiums, and
sponsor activities with schools and communities. In 2003,
two additional centers were established in Hsinyin and
Chungli. More are to come in the future.

+ Extend philatelic e-Post service: Chunghwa Post,
recognizing the importance of e-trade and taking
advantage of enterprise competition, initiated the
Chunghwa e-Post Philatelic Service business in March
1999. Through it customers can purchase philatelic items
and order personal stamps on-line. Currently this
business is available in malls in Taipei Taichung,
Kaohsiung, Hsinchu, Tainan, Chiayi, Keelung and
Taoyuan Revenue from this service reached NT$25.7
million.

iii. Sponsor Philatelic Activities

* To publicize philatelic knowledge and cultivate
collectors from the incoming generation, in 2003,
Chunghwa Post held 23 stamp shows with philatelic
societies or school-sponsored stamp-collecting clubs and
carried advertisements in philatelic magazines or other
periodicals.

* Assistance was given to the Overseas Chinese
Affairs Commission to sponsor the “ROC Stamp
Exhibition” in the United States and Canada, providing
opportunities to understand our culture and economic
achievements.

* On October 10, 2003, Chunghwa Post was
consigned to sell a set of postage stamps issued by
Burkina Faso in commemoration of the agricultural
cooperation between the two countries. The stamps were
sold via island-wide philatelic centers, e-Post, and the
Postal Museum. On the same day, a stamp and artifacts
exhibition was held at the Postal Museum.

* On December 1, 2003, the Republic of Chad
released a set of postage stamp to commemorate the
cooperation between the two countries in the field of
agriculture and medical technology. Chunghwa Post was
consigned to sell the stamps at philatelic centers and the
Postal Museum, and via e-Post. A related exhibition was
held at the Postal Museum on the same day.

* Contribution was made to the calling-port stamp
exhibition held on board the Navy Friendship Fleet for its
2003 domestic and overseas cruise training. Assistance
was given to the Kaohsiung City Philatelic Societies to
hold the 2003 ROC Stamp Exhibition, further promoting
stamp collecting.

* Participation in international stamp exhibitions:
Chunghwa Post took part in the Thailand World Stamp
Exhibition 2003, setting up booths to sell philatelic items.
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BT EFSE Volume of Postal Savings Services

The participation not only made a further exchange with
another country, but also opened the door onto
international activities of philatelic circles. Additionally,
Chunghwa Post won the sponsorship of the 2005 Asian
Stamp Exhibition. The exhibition will be held from August
19-24, 2005 at the Taipei World Trade Center, and 28
member countries are invited.

(7) Postal Savings

The primary purposes of the postal savings are to
encourage the general public to save money and lead a
life of frugality. Its customers are ordinary people, and
savings come from their idle capital. Chunghwa Post has
managed this business very precisely and solidly. The
total balance of deposits stands at No. 1 in Taiwan's
banking circles, though the country has suffered financial
storms, economic depression, and outflow of industry and
capital. The postal savings balance however has
gradually fallen as the impact of financial liberation and
internationalization are felt. Chunghwa Post has taken up
such challenges by initiating a variety of new banking
businesses and using larger variety of e-Post services for
easy customer access. At the end of December 2003, the
total balance of deposits hit NT$3,128 billion, an increase
of 2.03% over the previous year. The total number of
accounts stood at 29.53 million, an increase of 0.8%
compared with the previous year. The average balance
per account was NT$105,900.

(8) Postal Remittances

The postal remittance service allows for easy flow of
capital and finances in the public sector. Customers can
enjoy real-time service by using the island-wide on-line

8] : BT =75 (Unit: NT$1,000,000)

FRRE RN B# Rt

#8RlIType Number of Deposits Number of Withdrawals Number of Accounts Total Balance

91EE 925 E 91EE 925 E 91EE 92FE 91EE Q2FE

2002 2003 2002 2003 2002 2003 2002 2003
=315
Passbook 130,857,516 135,242,395 | 287,378,843 290,525,014 | 19,792,247 20,215,374 | 1,084,476 1,156,809
Savings
EHREE T
Fixed 4,542,691 4,130,066 | 20,426,210 18,718,813 | 3,638,590 3,450,535 | 1,952,383 1,939,948
Savings
EsEE
Giro Savings | 123,423,125 132,954,481 20,309,891 18,573,908 | 1,827,456 1,826,835 28,470 30,717
Suspended 4,038,148 4,037,721 720 719
Accounts
& &f
Total 258,823,332 272,326,942 | 328,114,944 327,817,735 | 29,296,441 29,530,465 | 3,066,049 3,128,193
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network. For domestic remittance, services include
Ordinary Money Orders, Remittance-to-Account, Faxed
Money Orders in Cash, Inter-bank Remittances, and
Postal Gift Coupons. International services include
International Postal Money Orders, Taiwan-Japan Fax
Money Orders, International Outgoing Remittance, Alien
Laborer's Remittances, and Traveler's Checks. Indirect
Mainland China Remittance service covers every corner
of Mainland China. At present, 84 post offices handle
overseas remittance business. In 2003, the remittance
volumes totaled NT$1.095 trillion, an increase of 5.81%
over the previous year. The number of remittance drafts
issued was 13.70 million, a decrease of 0.87%.

(9) Postal Giro

Postal giro, which is unique among financial services in
this country, has a variety of functions including deposits
withdrawals remittances, and transfers. Upon a banking
transaction, contracted customers are provided with a
bar-code of the transaction for quick and efficient
accounting. Additional services of the postal giro include
designated payments, funds transfer, giro checks, and
payment reception from others. In the future, the numbers
of contracted customers will be expanded, as also will the
methods for collecting or paying through computer
networks and automation. At the end of December 2003,
the total balance of 1.827 million giro accounts amounted
to NT$30.7 billion, an increase of 8.10% over the previous
year. Handling charges were NT$2.19 billion, an increase
of 5.53%.

(10) Postal Simple Life Insurance

The establishment of postal simple life insurance was
to provide the public with a fundamental need. This
service provides savings, financial planning, and a care-
free retirement. It is easily accessible through the service
net of post offices. Due to its low premium rate,
exemption from physical checkup and simple procedures,
the program has gained wide popularity among the public
and grows year by year in business volume. At the end of
December 2003, the total amount of insurance in force
stood at NT$765 billion, an increase of 10.64% compared
with the same month of the previous year, and 116% over
target.

Since the reorganization of this Company, both the
types of insurance sold and the qualifications of persons-
in-charge, actuaries, underwriters, adjusters, and
employees in the field must be approved according to the
Insurance Acts, as they are with other insurance
companies. Chunghwa Post has met difficulties in this
business as both the sale types and the total amount of
insurance have been fiercely challenged by others. The
program to raise the total maximum insured amount of the
same insured to NT$2 million has been jointly approved
by the regulatory agent of the Ministry of Transportation
and Communications, and the supervisor of the Ministry
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of Finance. In order to increase revenue and reduce
management costs, Chunghwa Post has initiated several
new measures including new sale types, loans, real-
estate mortgages, lower commissions, and elimination of
discounts on premiums.

(11) Agent Services

After the amendment of Article 5 of the Postal Act on
July 15, 2001, Chunghwa Post is allowed to accept agent
services either consigned by a government unit or by any
public or private group. Thus, Chunghwa Post has
extended its business into fields such as mail orders,
telephone cards, karaoke value-added cards, internet
game-play scorecards, gold and silver coins, arts CD
disks, cosmetics, etc. These products are displayed in the
lobbies of post offices, and published in mail catalogues,
folios, and advertisement placards.

3. Utilization of Postal Capital

According to the original regulations governing its
operation, the Directorate General of Postal Remittances
and Savings Bank was prevented from extending loans,
and was required to deposit all savings, minus necessary
reserves, at the Central Bank. It was later permitted to
transfer a part to its deposits to other banks and invest in
other financial merchandise. Since the reorganization on
January 1, 2003, Chunghwa Post is now allowed to use
its savings capital. According to Article 18 of the Postal
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B SRS BB SR U FRER
Volume of Remittances Service BLHFE®TIT (Unit: NT$1,000)
BHEERE Number BEEFNEE Amount
$8Bl Types
9MEEE 2002 924 [Z 2003 915 [E 2002 927 F 2003

ENIEZ Ordinary MOs 3,018,653 2,828,083 27,031,060 25,655,686
APEEFR Remittance-to-Account 5,656,870 5,252,998 148,754,852 129,028,135
EHRIZEZ Faxed Mos in Cash 44,699 35,227 407,140 324,799
FS1T5@0E Inter-bank Remittances 3,074,824 3,575,018 853,383,573 934,254,392
EE% Postal Gift Coupons 1,988,750 1,971,806 3,625,264 3,840,568
BIFREINE R () 621 477 9,466 8,914
Int’| Postal Mos (Telegraphic Mos included)
BUFREELERR Int’| Outgoing Remittance 3,071 3,242 320,071 349,383
EERITSZZE USD Traveler's Checks 4,233 2,952 65,206 37,524
REERIELESR Indirect Mainland Remittance 31,914 34,647 1,681,302 1,882,088
5 5f Total 13,823,635 13,704,450 1,035,277,934 1,095,381,489
RS S EREFE Volume of Simple Life Insurance 807 : OB SBTT Unit: 1,000,000

R RS BIRREBRA | REEEERE
BEEE Number of policies Insured amount Premium income gcs%ur(/neuslated
Fiscal Year | #722%) BEH (REEHGA | #;2H0  BYEN REGHY

New In force Payment New In force Payment
914
2002 315,727 2,030,995 344,177 96,963 692,196 95,743 94,002 258,510
927
2003 450,174 2,204,360 263,526 153,204 765,840 73,716 101,476 294,297
RIEBEFEEISE Value Amount of Agent BS{I] : HTOMEEETT Unit: 1,000,000
91£E 2002 92%F 2003 18R %

FIBE Af61J Servicemen's payment 78,678 77,581 -1.39
SHEIESIIEIE Government employee payment 2,774 2,934 5.77
FHESEE R Train tickets 711 628 -11.67
SIRAIEOENE Freeway toll coupon 4,556 5,502 20.76
ENTEFRZE Revenue stamps 512 836 63.28
Ht2 Other 42 90 167.50
55tGrand total 87,273 87,571 0.34
F1&Z Revenue 51 69 35.29




