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V. Use of Postal Capital

1. Use of Postal Capital
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Postal capital comes from idle capital and has
been steadily growing. Postal capital is employed in
accordance with Article 18 of Postal Remittances
and Savings Act and Article 27 of Simple Life In-
surance Act. Part of this capital is deposited with
the Central Bank of China to be used as a tool to
regulate currency fluctuations, whereas the rest is
either deposited in other banks; invested in bonds,
bills, domestic stocks or foreign stocks; or used to
fund Chunghwa Post’s policy loan and real estate
mortgage business. The post office also supports
government policies by financing mid- and long-
term major public infrastructure projects in order to
promote the nation’s economic development.

As of December 31, 2004, total postal capital
(including savings, remittances and life insurance
capital) stood at NT$3,806.7 billion. This was di-
vided among the following:

(I) Certificate deposits (including time deposits):
NT$2,656.5 billion (NT$1,351.1 billion in the Cen-
tral Bank of China, NT$1,305.4 billion in other
banks), or 69.78% of the total.

(I) Bonds investment (including government
bonds, corporate bonds and financial
bonds):

NT$420.3 billion, or 11.04% of the total.

(1) Call loans of other banks and short-term bills
and notes:
NT$275.6 billion, or 7.24% of the total.

(IV) Stocks and mutual funds (including money
invested by investment management com-
panies on behalf of the post office):
NT$225.1 billion, or 5.91% of the total.

(V) Revolving Fund (including savings in current
accounts, reserves against deposits in the
Central Bank of China and the revolving fund
of its branch offices):

NT$114.5 billion, or 3.01% of the total.

(VI) Overseas investments:
NT$93.1 billion, or 2.45% of the total.

(VIl) Mortgage loans on certificates of deposit,
insurance policies and real estate:
NT$21.4 billion or 0.56% of the total.

(VIIl) Financial asset securities:
NT$200 million, or 0.01% of the total.
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2. Expanded the number of chan-
nels for using capital and sup-
ported national infrastructure

In 2004, the post office provided
NT$1,518.9 billion to finance major public in-
frastructure and private investment projects:
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channels for using capital

Project Names

Major Public Infrastructure and Private
Investment Projects

Accumulated Amount of
Loans/NT$100 million.

8,903

Note

In coordination with the Planning and
Implementation Team for the Utilization of Medium-
term to Long-term Funds of Council for Economic
Planning and Development

SME Root Establishment Project Loans

1,313 |Enterprise Administration of the Ministry of

In coordination with the Small and Medium

Economic Affairs

First Time Homebuyers Loan

1,056

In coordination with Construction and Planning
Administration of the Ministry of the Interior

Manufacturing Industry and Small- and Mid-
sized Business Project Loans

727 |In coordination with the Central Bank of China

First Time Homebuyer Loans for Those Who
Do Not Own Any Properties

2,715 [In coordination with the Central Bank of China

Home Reconstruction Loans for 921 Quake
Victims

449 (In coordination with the Central Bank of China

Reconstruction or Repair Loans for Schools,
Medical Facilities, Temples and Churches
Damaged in the 921 Quake

26 |In coordination with the Central Bank of China
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Internal Control Statement
April 22, 2005

The following statement gives the results of a self-auditing of the internal control system on the
bond-operating department, Chunghwa Posts Co., Ltd., covering the period of Jan. 1, 2004-Dec.31,
2004:

1. The Chunghwa Posts is fully aware that the establishment, implementation, and maintenance of
an internal control system is the responsibility of its Board of Directors and managers, and such a
system has in fact been established in the bond-operating department of this Company. Its purpose
is to provide reasonable assurance that the objectives of operating results and efficiency (including
profitability, performance, and guaranteed asset security), reliability of financial statements, and
observance of relevant laws and regulations will be achieved.

2. An internal control system has its inherent limitations; however complete its design may be, an
internal control system can only provide reasonable assurance that the three objectives given above
will be achieved. In addition, the effectiveness of an internal control system may change as the
result of changes in the environment or other conditions. The internal control system of the
bond-operating department of this Company, however, has a self-monitoring mechanism and
corrective action is taken as soon as a deficiency is identified.

3. The bond-operating department of this Company judges whether or not the design and
implementation of its internal control system are effective in accordance with the internal control
system effectiveness judgment items contained in the stipulations of the Processing Guidelines for
the Establishment of Internal Control Systems by Securities and Futures Market Business Sector
(hereinafter referred to as the Guidelines). The judgment items adopted the Guidelines are divided
into five constituent elements in accordance with management control procedures: 1) control
environment, 2) risk assessment, 3) control operations, 4) information and communications, and 5)
oversight. Each of these constituent elements contains a number of items; for details of the items,
please refer to the stipulations of the Guidelines.

4. The bond-operating department of this Company adopts judgment items from the above internal
control system in evaluating the efficiency of the design and implementation of its internal control
system.

5. Based on the a-fore-mentioned examination results, the bond-operating department of this
Company feels and is fully aware that during the period stated above the design and
implementation of its internal control system including operational effect and efficiency, reliability
of financial statements, and observance of relevant laws and regulations, were effective and that
they provided reasonable assurance of the achievement of the objectives described above.

6. This Statement will become a major content item in the Annual Report of Chunghwa Posts Co.,
Ltd. and its public announcements, and will be made public content described, above contain
fraudulent materials undisclosed items, or other illegalities, it will incur legal responsibility under
Articles 20, 32, 171, and 174 of the Securities Transaction Law.

7. This statement was resolved and passed by our Board of Directors during April 22, 2005
meeting; out of 14 directors participated, 0 disagreed; all of them unanimously approved the
contents of this statement.

Chunghwa Post Co., Ltd.
Chairperson: Samuel J. S. Hsu

President: Huang shui-cheng
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Internal Control Statement
Savings and Remittances Business

The result of internal examination on our company’s internal control system regarding the
businesses of Postal Savings and Remittances for the period from January 1, 2004 to December
31, 2004 is hereby declared as follows:

1. Our Board of Directors and managers realized that establishing, implementing, and
maintaining an internal control system is their responsibilities. Our company has already
established such system that aims to provide a suitable goal achievement assurance in the
following aspects: business operation, financial reports, and the compliance of laws. The business
operation aims to efficiency and effectiveness; financial reports aims to reliability; compliance of
law aims to comply with the related laws. This also provided assurance that the financial data and
statements are compiled on the same basis and correspondence between the front and the rear
according to the Business Accounting Act, Postal Remittances and Savings Act and related
stipulations, and are the result of internal control of the financial statements.

2. Regardless how sound an internal control system is designed, it has its inherent limitation; at its
best an effective internal control system can only achieve the above-mentioned three goals; as the
environment and the circumstance change, the effectiveness of an internal control system may
change as well. However, our company’s internal control system is designed with a self-checking
mechanism that defects errors or mistakes and allow our company to take corrective actions
promptly.

3. Based on the “Regulations governing the internal controls and audit system for Postal
Remittances and Savings” and the “Processing guidelines for the establishment of internal control
system by securities and futures market business sectors”, our Company has applied their
effective evaluation criteria to ascertain the effectiveness of the design and the implementation of
our internal control system. To suit to the managerial control procedures, the evaluation criteria of
the above-mentioned regulations and guidelines divided the internal control system into five
parts: (1) environmental control, (2) risk evaluation, (3) operating control, (4) information and
communication, and (5) supervision.

4, Our company has adopted the above-mentioned internal control evaluation criteria to examine
the effectiveness of the design and the implementation of our internal control system.

5. Based on the result of the aforementioned examination, we believe that during the
above-mentioned period our internal control system (including the business operation, financial
reports, and the compliance of laws) was effectively designed and implemented. This provided
reasonable assurance to Board of Directors and managers of the achievement of the objectives of
operating result and efficiency, the reliability of financial statements and observance of relevant
laws and regulations. This also provided assurance that the financial data and statements are
compiled on the same basis and correspondence between the front and the rear according to the
Business Accounting Act, Postal Remittances and Savings Act and related stipulations.

6. This statement was resolved and passed by our Board of Directors during April 22, 2005
meeting; out of 14 directors participated, 0 disagreed; all of them unanimously approved the
contents of this statement.

Chunghwa Post Co., Ltd.

Chairperson: Samuel J. S. Hsu
President: Huang Shui-cheng

Auditor General: Hu Hsueh-yin
Law-abiding Director: Huang Shu-chien

Date: April 22, 2005
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Internal Control Statement
Simple Life Insurance Business

The result of internal examination on our company’s internal control system regarding the simple
life insurance business for the period from January 1, 2004 to December 31, 2004 is hereby
declared as follows:

1. Our Board of Directors and managers realized that establishing, implementing, and
maintaining an internal control systems are their responsibilities. Our company has already
established such systems that aim to provide a suitable goal achievement assurance in the
following aspects: business operation, financial reports, and the compliance of laws. The business
operation aims to efficiency and effectiveness; financial reports aims to reliability; compliance of
law aims to comply with the related laws. This also provided assurance that the financial data and
statements are compiled on the same basis and correspondence between the front and the rear
according to the Business Accounting Act, Simple Life Insurance Act and related stipulations,
and are the result of internal control of the financial statements.

2. Regardless how sound an internal control system is designed, it has its inherent limitation; at its
best an effective internal control system can only achieve the above-mentioned three goals; as the
environment and the circumstance change, the effectiveness of an internal control system may
change as well. However, our company’s internal control system is designed with a self-checking
mechanism that defects errors or mistakes and allow our company to take corrective actions
promptly.

3. Based on the “Regulations governing the internal controls and audit system for insurance
business”, our Company has applied their effective evaluation criteria to judge the effectiveness
of the design and the implementation of our internal control system. The judgment described
above is made in accordance with the internal control system effectiveness judgment items
contained in the stipulations of the Processing Guidelines for the Establishment of the Internal
Control Systems by Publicly Listed Companies (herein referred to as the Guidelines). The
guidelines divide the internal control system into five parts: (1) environmental control, (2) risk
evaluation, (3) operating control, (4) information and communication, and (5) supervision. Each
part contains several judgment items, which could be detailed in the stipulations of the
Guidelines.

4. Our company has adopted the above-mentioned internal control evaluation criteria to examine
the effectiveness of the design and the implementation of our simple life insurance business.

5. Based on the result of the aforementioned examination, we believe that during the
above-mentioned period our internal control system (including the business operation, financial
reports, and the compliance of laws) was effectively designed and implemented. This provided
reasonable assurance to Board of Directors and managers of the achievement of the objectives of
operating result and efficiency, the reliability of financial statements and observance of relevant
laws and regulations. This also provided assurance that the financial data and statements are
compiled on the same basis and correspondence between the front and the rear according to the
Business Accounting Act, Insurance Law, Simple Life Insurance Act and related stipulations.

6. The statement will become a major content item in the Chunghwa Post Annual Report and will
be made public. Content described above contains fraudulent materials, undisclosed items, or
other illegalities, it will incur legal responsibility under Articles 20, 32, 171, 174 of the Securities
Transaction Law, or related Insurance Law and Simple Life Insurance Act.

This statement was resolved and passed by our Board of Directors during April 22, 2005 meeting;
out of 14 directors participated, 0 disagreed; all of them unanimously approved the contents of
this statement.

Chunghwa Post Co., Ltd.

Chairperson: Samuel J. S. Hsu

President: Huang Shui-cheng

Auditor General: Hu Hsueh-yin
Law-complying Director: Huang Shu-chien

Date: April 22, 2005

55



