T35S A Business in Force
(Amount)
KRR (%) Growth Rate

%% " Premium Income

¥ (%) Growth Rate

A (Y50 £ Accumulated Reserves
Rk (%) Growth Rate

765,840

10.64
114,340
21.64
308,114

19.19
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797,570 853,274 829,968 809,531
4.14 6.98 -2.73 -2.46
112,936 118,768 129,753 132,598
-1.23 5.16 9.25 2.19
339,682 371,514 386,386 430,903
10.25 9.37 4.00 11.52

At ¢ BEURCR DA R R R 1

Note: growth rate is based on the figure of the preceding year.

FEFEZESIEY () General Account of the Business in the Last Five Years(II)

AR R 5 FrEMETIT Unit @ Pieces 5 NT$1,000
Fﬁ' 2t 7 Fiscal Year 92/2003 93/2004 94/2005 95/2006 96/2007

z\[ﬁ hf fil] FFB Benefit Payment to 263526 318,180 334493 386,809 343,260

eneficiaries (Number of Policies)

RS (%) Growth Rate B4 2074 513 1564 -11.26
1] Matured Endowment 215203 274376 286,003 319351 270,859
R (%) Growth Rate 2429 2750 424 1166 -15.18
%Eﬁ Death & Disability 3978 4097 3,949 3851 3,927
Rk (%) Growth Rate 276 299 36l 248 1.97
A% 1F Surrender 44345 39,707 44541 63,607 68,474
’r@i’&}‘ (%) Growth Rate 2061 -1046 1217 0381 7.65

Folls hf fil p# Benefit Payment to 73715205 91,825,185 98,897,155 130978603 105,170,893

Beneficiaries (Amount)

RS (%) Growth Rate 23.01 24.57 7.70 244 -19.70
iﬁ'xjﬁfj Matured Endowment 58374827 77,819,149 83387427 109518745 83,040,638
s (%) Growth Rate 2360 3331 716 3134 24.18
%Eﬁﬁ Death & Disability 1,468,566 1,565,255 1483893 1,522,714 1,487,659
R (%) Growth Rate 083 658 520 262 2230
#% 1+ Surrender 13871812 12440781 14025835 19937,144 20,642,596
s (%) Growth Rate 229 1032 1274 015 3.54

At ¢ BEIRCR DL R R L]

Note: growth rate is based on the figure of the preceding year.
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Philately is one of the main operating businesses. In 2007,

philatelic sales reached NT$515.99 million. To strengthen

customers service to promote philately, the company has done
the following:

HrpRr e =

1. New Stamps Releases:

(1) In 2007, 24 sets of postage stamps were issued,

including 16 sets of special issues,

3 sets of

16E @ fLoHFEIE  HHHESE -
FRITIF B IR MG A IE HE AR
i EEHE - BERERER - ER
WIEFr ~ EEHEEIE R (964F/)
foa(FE R A HERE - R HEH

commemorative issues and 5 sets of definitive issues.
Other associated products included “2007 Stamp
Yearbook (hardback),” “2007 Stamp Album (loose-
leaf),” “Postage Stamp Catalogue of the Republic
of China,” as well as maximum cards, scenic postal
cards, New Year's greeting postcards (issue of 2007),
commemorative envelops, stamp folios, collecting
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cards and pictorials.

(2) To coordinate with “ROCUPEX'07 TAINAN” and
“Taipei 2007” , 2 commemorative postage labels
overprinted “Taipei 2007" were printed.

Please refer to the Appendix 2, 3 and 4 at pages 149~158
for new issued postage stamps.

2. New Philatelic Products:

(1) Personal stamps: In 2007, Taiwan Post released its 7th
set of personal stamps: The Language of Flowers.

(2) Philatelic gifts:
In coordination with new stamp releases, the company
published 3 stamp folios (Sung Arts, Cute Animal
Series — Lesser Panda and Taiwan Coral-Reef Fish), 1
collecting card (Cute Animal Series — Lesser Panda)
and 1 pictorial (Pets).

(3) Issuance of New Year's greeting postcards with lotto:
Catering to the custom of sending New Year's greetings
through the mail, the company issued a set of New
Year's greeting postcards (issue of 2007) with lotto, and
public drawings was held on March 11, 2008.

(4) Associated merchandise: In coordination with the new
stamp release of Valentine's Day postage stamps in
2007, the company offered 5 new related products,
including twin glasses, mugs, name tag holders, key
rings, and passport purses. Also, the company provided
several post trunk models used during 60's and 70's
including mobile post office bus, post van, trunk and
motorcycle; 2 postal figures (2007) were offered at all
branches.

3. Hosting Stamp Exhibitions:

(1) ROCUPEX'07 TAINAN: Combining with the
community festival in Tainan area, the exhibition was
held September 21-26, 2007 at the Delivery Center of
Tainan Post Office. There were 400 frames exhibited
and total income was NT$10.4 million.

(2) Taipei 2007: the exhibition was held December 26-30,
2007 at the Postal Museum. Except for 250 frames
were exhibited, 12 promotional booths were set up
at the first floor of the Museum as a combination of
community caring activities, and the residents were
warmly invited to participated in this exhibition. Total
income was NT$17.02 million.

4. Actively participated in international stamp shows so
as to expand our presence in the international philatelic
community:
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To host TAIPEI 2008, the 21st Asian International
Stamp Exhibition, Chunghwa Post's President, Mr. Wu
Min-yu, led a group to Bangkok, Thailand for signing
FIAP Agreement and during the 20th Asian International
Stamp Exhibition, August 3-12, 2007, the Post
organizing a “Taipei Night’ reception, having about
260 guests participated in it.

5. Actively sponsored the ROC philatelic groups to
participate in overseas philatelic activities:

(1) Sponsored the Chinese Taipei Philatelic Federation
to join the International Federation of Philately and
the Federation of Inter-Asian Philately to encourage
domestic philatelic groups to join international
organizations.

(2) Sponsored the representatives of the Chinese Taipei
Philatelic Federation to go to the World Stamp
Exhibition “St. Petersburg 2007” and “Bangkok
2007,” actively encouraging participating in
international stamp exhibitions to promote philately.

(3) Sponsored Philatelic Federations and other groups to
organize stamp exhibitions and philatelic propaganda
for 81 times.

6. Showed appreciation for outstanding philatelists on
2007 Postal Day:

According to related regulations, the company celebrated
29 philatelists who were honored at international stamp
exhibitions in 2006 or promoted philately successfully.

1.Starting from April 2005, prize money for the
Government Uniform Invoice Lottery (apart from
payments for the top four prizes, which can only be paid
out in certain post office branches) can be awarded in all
post office branches across the nation.

2.From December 7, 2005, the company started to sell
mutual funds:

(1) New sales locations: To serve huge accounts for their
multiple financial requirements, the company gradually
added more branches to sell funds. At December of
2007, 358 post office branches were selling mutual
funds.

(2) New mutual funds on sale: On December 7, 2005,
the Company launched funds business. At the end of
December, 2007, the Company sold 11 domestic funds
(Fuh Hwa Heirloom Balanced II, Fuh Hwa Small
Capital, Fuh-hwa Aegis Fund, Capital Asset Allocation,
Capital Asset Manager Income, CITI Marathon Fund,
Capital High Tech Fund, JPMF (Taiwan) Global
Balanced Fund, JF (Taiwan) China Concept Fund, JPM
(Taiwan) Global Dynamic Fund).
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REZEB (FEAE) E5E AL EWHETT
Business Volume of Agential Services Unit: NT$ Million
e ST %
TEIE! o F
1 FI Ttems 95+ 2006 96+ 2007 Growth Rate

?‘,fﬁﬁ [~ ﬁ“ﬁ {] Payments to Servicemen 77,814 77,370 -0.57
< SR AR R

Ry 3,151 2,723 -13.58

ayments to Government Employees
[ %;@E‘%‘, 1F Train Tickets 701 535 -23.68
ok~ SR A
Payment of Uniform-Invoice Prize Money olllls Il 0.27
ATME 5] TR 2
ATM Cash Advfnced 2,265 1,232 45,61
rkfﬁj £ 261 951 264.37
Sale of Funds '
TR E Ao o RE T
P Sl e 5,962 4,948 -17.00
Freeway Toll Coupons
[ F% HI {=#iF! Revenue Stamps 2,069 1,994 -3.62
i %iﬂ P’JFSJJFF[[![ Others 632 534 -15.51
(YBR[ Applications Acceptance 627 1,506 140.19
ﬁ?{‘ Total 97,588 95,910 -1.72
= g7 Revenue 501 424 -15.37

HRESEERMEE » Bk - #HiEH
MIREAR - AT A & 2 B AR T BB B E
% ISR TEE ANEREE ) B2 IHE
W o PRED TR ORITAN  SHERRARE
RATIER ~ BIAMRE « BEES - 5 BE
RE - fEEE () HERETIHERSE R
RAEBUFEGE - Rt RIIE S HEEA R E
B R i R A R - DU B R AR
B -

H&Es (GHELRZSEES) EHSH
BEICFE12H31H Ik - EEHEN4IR6,353(BC -
HERBPAT

ILEEF (e HESEFEH) 288,694
(Bt (HAIesRTT1JKk9,119(E7C « HAfth{TEE
9,575(87C)  HfEE461.90% °

2HEE G (FAE Y AFE  eES)
8,867{E7TC » & 419.13% °
.AIZER AR B E A - 3240800 0 S
E40.70% o

4 E RS (BERIMEE) * 1,884(8

Postal capital comes from idle capital and has been
steadily growing. Postal capital is employed in accordance
with Article 18 of the Postal Remittances and Savings Act and
Article 27 of Simple Life Insurance 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, 2007, total postal capital (including
savings, remittances and life insurance capital) stood at
NT$4,635.3 billion. This was divided among the following:

1.Certificate deposits (including time deposits):
NT$2,869.4 billion (NT$1,911.9 billion in the Central
Bank of the Republic of China, NT$957.5 billion in
other banks), or 61.90% of the total.

2.Bonds investment (including government bonds,
corporate bonds and financial bonds): NT$886.7 billion,
or 19.13% of the total.

3.Call loans of other banks and short-term bills and notes:
NT$32.4 billion, or 0.70% of the total.

4.Stocks and mutual funds (including money invested by
investment management companies on behalf of the post
office): NT$188.4 billion, or 4.06% of the total.
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5.Revolving Fund (including savings in current accounts,
reserves against deposits in the Central Bank of China
and the revolving funds of its branch offices): NT$194
billion, or 4.19% of the total.

6.0verseas investments: NT$426.8 billion, or 9.21% of the
total.

7.Mortgage loans on certificates of deposit, insurance
policies and real estate: NT$35.3 billion or 0.76% of the
total.

8.Financial asset securities: NT$1.2 billion, or 0.03% of
the total.

9.Real estate: NT$1.1 billion, or 0.02% of the total.

10.In 2007, the post office provided NT$1,588.1 billion
to finance major public infrastructure and private
investment projects:

“F1F ! Project Names

PO & 5/ Eo
Amount
NT$100 Million

ﬁFJﬁE;t Remarks

rﬂ]‘gl*ﬁ?“ NSRRI R

=t

A=
In coordlnatlon with the Committee for Planning

[FRAEE P S 2 g |
et

Major Infrastructure and Private Investment 9,533 and Promoting the Utilization of Long-Term
Projects Funding of Council for Economic Planning &
Development
; J ARSI - e
T Sy R Sy 1318 In coordlnatlon with the Small & Medium
SME Root Establishment Project Loans ’ Enterprise Administration of the Ministry of
Economic Affairs
. | Vo << %ﬁiﬁ‘[

o FTI f i {
?i]rjtjﬁm FII{ :Eab E?ﬁL an 1,057 In coordmitwn with the Construction & Planning

S ¢ Homebuyers Loans Administration of the Ministry of the Interior
F BRIV H VT R RO R P Al 1R gL el
Mganacturmg Industry & sl au (0 In coordmatlon with the Central Bank of the ROC
Midsized Business Project Loans

A1 SR O i 4 IS 1)
FlI‘St Time Homebuyers Loan for Those 2,715
ik 161 W Qi Asny Srspery In coordmatlon with the Central Bank of the ROC
Ju= — fﬁ%wmf«lf}l;’[@%[ﬁ@ﬂégl‘ﬁ r[ H 1 G515 B
Hgme IRegonsimeion Legms it G2 Qs I3 In coordmatlon with the Central Bank of the ROC
Victims
Jo= — BRI - B -
4;1['1@'713; (£ ﬁﬁﬁf’iﬁ*g\ﬁ [l | PSR EALT Bp
Reconstruction/ Repair Loans for Schools, 26

Medical Facilities, Temples and Churches
Damaged in the 921 Quake

In coordlnatlon with the Central Bank of the ROC
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Mortgage loans on certificates of deposit, 18a0n3c (1;:) asset securities
insurance policies and real estate ' REERE

076% Real estate
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Stocks and mutual funds
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Call loans of other banks and
short-term bills and notes

wE R (G RAT R R A
1T
Certificate deposits (including time
deposits)
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Bonds investment (including
government bonds, corporate bonds
and financial bonds)

W A Sy RO i E O R R

Call loans of other banks and
short-term bills and notes

DY E S ACE 1Y)
Stocks and mutual funds (including
money invested by investment
management companies on behalf of
the post office)

wOEE g

Revolving Fund

BISME &

0.70%

Overseas investments

wE W B ES I R B A
BRI BRI EK

Mortgage loans on certificates of
deposit, insurance policies and
real estate

UERE E R
Financial asset securities
B REERE

Real estate
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(1X) Research

1. Research results for 2007: please see page 11, Business
Report I and 2007 Business Performance(IV).

2. Research Projects in 2008

PR o P 4,430 Nt .
Rationalization of postal capltal structure Administrative policy

o7 IS P o3 SR
Customer satisfaction survey for 2008 Administrative policy

J_“ﬁr”]r iEnA % u %
__lﬁ E_H;f;m ~ ‘JJJﬁ: . ?Ztﬂﬁg?ﬁﬁ*?h .
ré“@%.JJ+ﬁ%%

Establishing Perfect Human Resources Development 20 =
Mechanism-Based on “Developing Multi-directional Administrative policy
Human Resources,” “Building up Learning Environ-
ment” and “An Introduction to Knowledge Manage-
ment”

(X) Business Development Plan for 2008:
please see page 11, Business Report Il and
Business Plan.

Chunghwa Post Annual Report

(1) OTFERXRBERERE : FSEAF 1
H ' EXWEE" - EXtEHE -
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II.Employee Information

Fi T B =977 1] 20!
& B Year 965 H2007 | 95F %2006 Ending on January 20,
2008
EE@E]I Staff 12,644 12,733 12,648
— ;Q%I;\alg?rers 11,756 11,604 11,667
El v Pl d
IEIumber of Employees | Contract Workers 1,226 1,239 1,241
£ £t Total 25,626 25,576 25,556
T 15 F phAverage Age 46.1 46.3 46.2
H%HF ErAverage Seniority 19.3 20.3 19.3
18J- Doctorates 1 0 1
s o ?‘E“l;; N(Ia_Tste>rs 206 162 206
SRR ) (=S = 1&
Ed%atigrjlal Back- Bachelors Degree ——— L 117 ———
ground il ISenior High School 11,378 11,547 11,364
i1 Junior High 2,088 2,692 2,053
School and Below ’ ’ ’
I VPRSI AR K i 5,127 6,444
Number of Employees w1th rofessmnal Certlﬁcates

FI SEfs2 g - HBEE T -

17 s P A=
Employee Training

Gk %fﬁ L A% FOTF R -5 7 13017
97,740 * % EiT »Ek FE*Z ??634 093 * % » 53389611 Ejj

A total of 97,740 employees participated in 1,301 classes of managerial, computer,
professional, service or technical training. A total of 634,093 employees took online
courses for a total of 338,961 hours.

ENag o [ -

Volunteer Work

and mail processing centers.

K SR S 1296 S

In 2007, 2,800 volunteers worked for a total of 1,108,395.5 hours in various branches

M Ble12,800 * ﬁﬁﬁ’ﬁfﬁ%’ji‘ﬁl,l%ﬁ%ﬁ g

RIEHRSIEE SRR FEERNANERER
YRR » BB A EURIE T 2@ R 2 v it
HERA BN TR EEFE | 96FETHE
By BB F R A - h#EFF26,050 A

(& EA%E13,396 A RIERXTE12,654 1)

R ET NS - AR IR O EB RFEH
B A TR AN R ey B - BB E
L~ HSRR A BEURAT S B R IMNE -

BZEIFE12H3IHIE - M B TEEES
1A fEREH1 A #EH A 521,255 A >
H&FE N 83,143 N - #1fE N E1,226 A » 3E
25,626 N - HHRE[EES N BET23,542 A ¢
591.87% s EELAEEF,916 A » 57.48
% 5 WEFEEEREABSSA 0 50.21% 5 FllE

To meet the demand for various business development
and yearly personnel budget marshal, Taiwan Post, according
to “Regulation to Human Power Employment Authorization
and Management, Taiwan Post Co., Ltd., MOTC” , maintained
a workforce of 26,050 employees (13,396 official staffs and
12,654 official laborers) for the year 2007, which had been
approved by MOTC.

In order to reduce labor costs, the post office continued to
outsource its non-core businesses, including mail transportation,
mail processing, mail counter services, posting undelivered
registered mails for claim, postal agencies, etc.

On December 31, 2007, the postal service employed
25,626 employees, including one chairperson, one
president, 21,255 transferred employees (transferred from
the Directorate General of Posts when it was corporatized),
3,143 staff members and 1,226 contract workers. Among
these, 23,542 were basic level clerks (91.87% of the
entire workforce); 1,916 worked in management (7.48%
of the workforce); 55 were R&D personnel (0.21% of
the workforce); 31 were training staff (0.12% of the
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Breakdown of Employees by Function

workforce) and 82 were staff on temporary transfer (0.32%
of the workforce). It is plain to see that the majority of
postal employees are basic level employees involved in
sales, services and distribution. The company has a very

lean management structure.

96FE12H31H B A
Dec. 31, 2007 Unit: Person

= N e SRy SN = ?’ P‘::,[ [
AT Froobs% Ao al R leiilFlfﬁzEerlsing
Total Percentage HQ P.O. Centers
AHEF Total 25,626 100.00 1,592 22,438 1,596
E $5k E\'l F’ﬁaf*fTotal of Clerks 23,542 91.87 766 21,288 1,488
[ % Mail Delivery 8,828 34.45 8,752 76
=% 5 2F Mail Processing 2,740 10.70 1,781 959
= ]'fI?{E‘_fﬁMail Transport 772 3.01 31 288 453
=110 E"I Philately 113 0.44 66 47
,éﬁ;‘%rirf [ IMail Counters 2,661 10.38 2,661
Fz@i‘iﬁ‘ [ IBanking Counters 5,992 23.38 5,992
I 3555 FService Operation 2,436 9.51 669 1,767
il {=E! * [ 'Managerial 1,916 7.48 713 1,101 102
’F'mél"g R & D 55 0.21 55
E T E Training 31 0.12 31
ﬁaff on temporary transfer 2 2 & o) J
HENE S PN = AN e
Breakdown of Employees by Function
SEIFEINE B Eh
Training - g;l}:;ggery
0O EHAA OEFAE Mail Processing
Managerial Staff on temporary | o5y
transfer Mail Transport
. . OfL#AE
Service Operation Philately
L RicigZcsim|
Mail Counters
> B AT
O W] O %Jﬁ:ﬁﬁf% - Banking Counters
Mail Counters Mail Processing m S%?%EZ(}% )
ervice peratlon
OEHAE
Managerial
L Roisticegi
R&D
O S5 Bt
Mail Transport O A S
Stanff on Ic\mporary transfer
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I1l. Labor/ Management Relations

(1) Employee benefits, retirement system, labor-
management negotiations and employees'
rights protection

1. Employee benefits

(1) Organized and paid for by the company: sports and
entertainment events, birthday parties, vacation
subsidies, and continuing education courses.

(2) Organized and paid for by the company's Employee
Benefits Committee: gifts and gift certificates for
the three major Chinese holidays and Labor Day,
scholarship for children of employees, as well as
supplements for wedding, childbirth and funeral of
employees.

2. Retirement system

Depending on the employment dates and employee status
(civil servant concurrently with labor status, or only labor
status), different regulations apply regarding their retirement,
severance and indemnity. These regulations include Regulations
Governing the Retirement of Employees of Postal and
Communications Enterprises under the MOTC, Regulations
Governing the Retirement of Non-Ranking Current Employees
of Chunghwa Post, Labor Standards Act, Labor Pension Act,
Regulations Governing the Severance of Transferred Employees
of Chunghwa Post, Regulations Governing the Retirement and
Severance of Employees of Chunghwa Post.

3. Labor-management negotiations

To promote harmonious labor-management relations,
labor-management meetings are held at least once every three
months in accordance with Article 83 of the Labor Standards
Law and Convocation Rules of the Labor-Management
Conference. Labor and management representatives for these
meetings are elected or appointed in accordance with the law.
Issues discussed in these negotiations include salary, benefits,
retirement, severance, pensions, and so forth.

4. Employee Rights Protection

To clearly set out the rights and duties of workers and
management, the company has established a set of work
regulations under the provisions of Article 70 of the Labor
Standards Act, and it has signed a group contract with the
Chunghwa Post Workers' Union. In addition, to facilitate
harmonious labor-management relations, the company holds
a meeting with the union once a year (and additional ad hoc
meetings when necessary) to deal with issues regarding the
rights of its employees. The company makes a point of replying
to and handling suggestions made during meetings with the
union or by employees belonging to the union in a timely
manner.

(IT) From the most recent fiscal year to the annual
report printing date, losses and possible future
losses resulting from labor-management disputes
and response measures: None
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IV. IT EqQuipment

1. Mainframe computer in the Taipei main computer
center:

This main computer center has a IBM2084-303 mainframe
computer with three central processor units, running at 1215
MIPS. It has a 16 GB memory and uses z/OS V1.6 operating
system. According to the needs of the company, the system is
divided into five logical partitions: partition 1 is the account
processing system, which handles online processing and
batch jobs for the banking and life insurance business of the
1,320 post office branches; partition 2 holds the information
processing system for the company's personnel, accounting
and mail business; partition 3 holds the accounting test system;
partition 4 holds the information management test system; and
partition 5 holds the backup test system in Taipei.

2. The Mainframe system of the Taichung disaster recovery
center:

The disaster recovery center has an IBM2084-303
mainframe computer with three central processor units, running
at 1215 MIPS. It has a 16 GB memory and uses an z/OS V1.6
operating system. According to the needs of the company, the
system had been divided as Taipei mainframe system in order to
open backup system once hit by disasters.

3. Open system:

In 2005, the company installed a three-tiered open system
calculation environment. The front end is equipped with a
blade server in charging of network services; the rear end
is the storage area network (SAN), storing the databases of
various systems; the middle is equipped with a high-end server,
integrating the various systems to access the data at the rear
end. In 2006, a load balance was installed; in 2007, information
random storing mechanism was installed, to march toward the
goal of providing 24/7 services.

4. Maintenance

Mainframe software and hardware maintenance for both
centers is provided by IBM, which sends its engineers over on
a daily basis to ensure everything runs smoothly. The system
software is leased, and it is maintained by the company's own
personnel.

1. Starting in 2003, the company has held two disaster
recovery drills each year. The procedures include:

(1) Switching the operating system from the Taipei main
computer center over to the Taichung disaster recovery
center twice a year.

A. Switching WANSs over to the disaster recovery
center.

B. Asking control personnel to handle all inquiries at
the counters and ATM transactions.

C. Resuming operations in the Taipei main computer
center after the drill and then reviewing the drill.

D. Ensuring that operations can be resumed promptly
when problems occur in the Taipei main computer
center.
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(2) The Taipei main computer center holds two local

backup recovery drills a year. The purpose of these
drills is to familiarize its staff with the local backup
recovery procedures and make sure the backup data are
valid, so that the Taipei center will be able to quickly
resume operations in case of a minor mishap.

(3) Area control centers (stations) drills—held periodically:

A. These drills simulate an emergency situation in one
of its area control centers (stations) where normal
online operations are disrupted. The control center
backup system of the Taichung disaster recovery
center would then be activated and the staff of the
center would manually dial the branch offices that
were disrupted with an ISDN backup mechanism to
take over operations.

B. There are 1284 branch offices of the company
equipped with an ISDN backup mechanism, so
when any of these branch offices has a line problem,
the ISDN backup activates automatically to ensure
uninterrupted service.

. The company places great importance on its large-scale

information security. Apart from the backup mechanisms
mentioned above, the company has established a
security operations center for its WANs. In addition,
its banking operating system has received BS-7799
certification in February 2005, which was upgraded to
ISO 27001 in January 2007.
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(—) BAYpEEE3LZY - (1) Property Procurement Contracts:
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= & o I NS S
96.4-1098 | Lense for 550 Sets of Mini Rovjer | 2 /w7 LA il 138,500,000 |  96/05/15
. Asgard System Inc.
Equipment
S B b VRS S R
97-4-1023 | [! f’ﬁf‘%&@'ﬁf " L 273,969,839 | 96/12/26
Software Authorization ! .
IBM Taiwan Corporation
(=) EFiEEE384 . (IService Procurement Contracts:

IV i 2 ) XL
5455 2 7

Taipei Branch Office,
China Air Lines

SRR (% 465 2 i)
96-6-38 International Air Transportation Fare
(China Air Lines)

500,000,000 | 96/02/14

@IF}Z‘}%%%E‘? ("?‘27%%3&;\ _FIJ) =R e e IN—A TEL U =
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96-6-76 International Air Transportation Fare AR 1 5 F'J
(Eva Airways Corp.)

S A i, 200,000,000 96/03/28

B (T | R A EERAIR

INT = N
96-6-52 | International Air Transportation Fare | - FIEAL A . 200,000,000 |  96/03/19
(el A G Taipei Branch Office, Thai
¥ S0P Airways Corp.
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Item

& Assets

HER K FRGER
Discounts and
Loans

o AT &R
Short-term
Investment
R &S
Long-term
Investment
BEeRIE
Funds and

Investment
={i
Liabilities
FERR MEFR
Deposits and
Remittances

FEEfER
Owners' Equity

HAA

Total Income

AISYUN

Interest Income

MRS

Total Expenses

FEEH

Interest Expense

AR

Net Income

B WR

Return on Assets

ZEE R =R
Return on Equity

96
FY2007

4,799,453

36,158

1,466,039

4,678,127

4,135,015

121,326

385,391

115,667

369,182

72,421

16,209

0.34%

13.73%

95
FY2006

4,679,715

31,556

1,745,657

4,556,989

4,041,748

114,730

391,520

100,323

377,826

60,461

13,694

0.31%

14.21%

94LF &
FY2005

4,238,799

27,129

1,289,269

4,160,834

3,678,068

77,965

336,736

78,095

323,918

46,502

12,818

0.31%

16.53%

934
FY2004

3,920,363

21,959

501,578

486,380

3,843,247

3,341,486

77,115

305,484

62,771

292,799

36,801

12,685

0.33%

16.97%

BHAT RN EET
Unit: NT$ Million

92
FY2003

3,675,124

22,453

231,678

415,287

3,602,734

3,128,441

72,390

318,654

62,350

297,529

39,132

21,125

0.58%

28.73%

it LEERR=AIE N AT EE -
2.3 R ot M R =IO A /S S

5o 3. Total income includes Cumulative Effect of
B N Accounting Principle Changes
WA B S e a TR A S AR B -
=

SCHBEEATSIREA -

Note: 1.Return on Assets = Net Income/Average Assets

2.Return on Equity= Net Income/Average Equity

S

4. Total expenses include income tax

(&
1

«
=y

3.
4.

)
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Tendency of Total Income and Net Profit of Current Term of the Past Five Years

BN - HrEZ®E10(E7C Unit: NT$ Billion

500
392
400 389
300
200
B A
100 Total Income
. W A
Net Profit of
02 O34 QAR OSHF-RE 964 Current Term
2003 2004 2005 2006 2007
UTSTEE 7 J 2 FRET B,

5,000

4,000

3,000

2,000

1,000

Tendency of Assets and Owners’ Equity of the Past Five Years

AT EM10{EIC Unit: NTS Billion
47

O24F O3MFEHE OALEFE O54EfE O64F &
2003 2004 2005 2006 2007

B &E
Assets
W 2E T HER

Owners' Equity
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[P Y £ ffi 7 Condensed Balance Sheets

| FI Item

R R AFT IS I3

Cash and Due from Banks

¥ = Due from Central Bank
T

Short-term Investments
INHEEZEY A B 2 SRS E — 158
Financial Assets at Fair Value through Income
Statement--Net

B e (p! f?ﬁ % ¥ YReverse REPO
E#,‘fﬂ K #H Discounts and Loans
P RREE

Long-term Investments

318 R4EY
Funds and Investments
i — 514

Fixed Assets —Net

%Y Other Assets
Rl

Deposits and Remittances
e $ fffjOperational Reserve
Bf T f?ﬁ?? El l'?iREPO
HPE I?ﬁ Other Liabilities

Y7 Capital
¥4 Y AfiCapital Reserve
I'J?'i?] TRIER 73 Felfji]
Retained Earnings Before Distribution
SrEetk
After Distribution
oY g
Other Owners’ Equity
PYE A Assets
fifiess P
Liabilities Before Distribution
73 el %
After Distribution
¥ = e 73 P
Owners’ Equity Before Distribution
53 el
After Distribution

962007

1,081,870,182

2,030,503,759

18,286,766

21,771,225

36,158,062

1,466,039,312

77,097,196

67,726,198
4,135,015,495

431,995,566

111,115,516
40,000,000
27,107,576

32,844,073

21,374,474

4,799,452,700

4,678,126,577

121,326,123

952006

1,088,177,887

1,591,561,120

66,754,874

17,606,118

31,556,398

1,745,657,463

75,444,683

54,960,134
4,041,748,362

388,634,416
27,902,578
98,703,738
40,000,000
27,107,576

26,904,964

16,634,675

30,987,332

4,671,718,677

4,546,718,805

4,556,989,094

124,999,872

114,729,583

94 2005

e © prier

93.F 2004

Unit: NT'
9272003

1,000

1,242,700,971 1,352,577,936 1,425,520,320

1,499,943,814

48,306,832

7,460,470
27,128,862

1,289,268,505

76,191,279

47,798,292
3,678,068,004

372,157,484
15,102,302
95,506,118
40,000,000
27,107,576

22,824,640

13,211,245

(2,353,704)

4,238,799,025

4,151,220,513

4,160,833,908

87,578,512

77,965,117

1,432,114,799

501,577,895

21,959,259

486,380,172

77,097,368

48,655,344
3,341,486,436

340,049,433
78,243,512
83,468,083
40,000,000
27,108,529

17,966,646

10,006,780

3,920,362,773

3,835,287,598

3,843,247,464

85,075,175

77,115,309

1,445,801,815

231,678,312

22,453,123

415,287,025

78,185,822

56,197,810
3,128,441,000

308,423,557
39,903,338
125,966,482
40,000,000
27,108,530

21,125,279

5,281,320

3,675,124,227

3,586,890,418

3,602,734,377

88,233,809

72,389,850

AL 1965 FE ORBH Zr Bk Ry R ) BO AU PR B 2 B

2.96F FEHHE T i EE 4G - FEHEH 0%96.07.01 -
B {E 2,683,705 T °

Note: 1.2007 retained earnings is a figure before dividends.

2.Date of record for 2007 land revaluation was July 1,
2007. Revaluated price was NT$2,683,705,000.
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Condensed Income Statement

#  H

Item

ELION

Operating Revenue
BHESH

Operating Cost

BN

Operating Profit
BEINFHRE (BE)
Non-operating Profit (Loss)
LRI A

Income before Taxes
st Es

Income Tax Expenses
SEtEr T IR A B . SRR B T A

Net Income before Cumulative Effect of
Accounting Principle Changes

Gt IF A R
Cumulative Effect of Accounting Principle
Changes

AR

Net Income
Fh&er (Oo)
Earnings per Share

.
E

BT BrEMETIT
Unit: NT$ 1,000

9642007 954F2006 9442005 932004
385,114,953 391,097,027 336,398,897 304,864,006

368,409,955 377,030,766 322,847,299 291,599,097

16,704,998 14,066,261 13,551,598 13,264,909
(39,718) (464,895) (696,632) (566,885)
16,665,280 13,601,366 12,854,966 12,698,024
455,882 48,148 37,106 12,698
16,209,398 13,553,218 12,817,860 12,685,326
140,501

16,209,398 13,693,719 12,817,860 12,685,326
4.05 3.42 3.20 3.17

MBER

92422003
318,326,583
296,345,946

21,980,637

(855,359)

21,125,278

21,125,278

21,125,278

5.28

BRI A B ST

Operating Revenue and Operating Cost

5,000

4,000

3911 3,851

—

ESUN
Operating Revenue
—— B
Operating Cost
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= -~ &z 5 FEBAFE 2 4 Financial Analysis for the Past 5 Years

S3HTIEE Ttem 96£E2007 | 954E2006 | 944E2005 | 934E2004 | 924E2003
;'\%: 5 N & (K
MREERE (IO , 0.08 0.08 0.08 0.08 0.09
Turnover of Total Assets (time)
EgeE) | BTEIEZERA(TIT
Operating Average Operating Revenue per Employee 15,028 15,292 12,991 11,874 12,040
Capability | (NT$1,000)
EI\ Z 15 | T
ﬁ%%ﬂgﬁﬁm 633 535 495 494 799
Average Earnings per Employee (NT$1,000)
EEHME (% ) Return on Assets(%) 0.34 0.31 0.31 0.33 0.58
AN 774 V
R (%) _ 13.73 14.21 16.53 16.97 28.73
FEFIRE Return on Stockholders' Equity(%)
Profitability
fizE3R (% ) Net Income Ratio(%) 421 3.50 3.81 4.16 6.64
HR%ZE% (JC) Earning per share(NT$) 4.05 3.42 3.20 3.17 5.28
BT Asset Growth Rate 2.73 10.21 8.12 6.67 2.96
Growth Rate ‘
JEFI R 53K Profit Growth Rate 22.53 5.81 1.04 (39.89) 407.93

== &
Return on Assets
Net Income Ratio




R~ EHR

e R R B g

Return on Stockholders’ Equity and Earnings per share

N el B
Return on
Stockholders’ Equity

—o— FRRER
Earnings per share

BT R B R AR
Average Operating Revenue and Average Earning per Employee

799
20,000 800

633

15,000 ' 600 -
404 495 BTSSRI T)

SRS
Average Operating Revenue
per Employee

—— BRI
Average Earnings per
Employee
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2007 Supervisors' Audit Report for Taiwan Post Co., Ltd.

The company has duly submitted the business report, financial
statements and a dividend distribution proposal for 2007 prepared
by the company's board of directors. Pursuant to Article 218 of
the Company Act, certified public accountant W.C. Kao at KPMG
Certified Public Accountants, upon request, has completed his audit
on these financial statements. We, the supervisors, have reviewed
the above mentioned business report, financial statements as well as
the audit report of the CPA. We agreed with the opinion of the CPA
and have found them to be consistent with the company's financial
status and operational results. Therefore, pursuant to Article 128-1
and Article 219 of the Company Act, Article 12 of the Regulations
Governing Postal Remittances and Savings Operations, Article 1 of
the Simple Life Insurance Act and Article 151 of the Insurance Act, we
issue this audit report.

Supervisors: W.H. Lu
C.H. Lu

C.T. Huang

April 25,2008
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Independent Auditors' Report

The Board of Directors
Taiwan Post Co., Ltd.
We have audited the accompanying balance sheets of Taiwan Post Co., Ltd. as

of December 31, 2007 and 2006, and the related statements of income, 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 conducted our audits in accordance with Republic of China generally accepted

auditing standards and the “Regulations Governing Auditing and Certification of Financial
Statements by Certified Public Accountants”. Those standards 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 management, as
well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to in the first paragraph present fairly,

in all material respects, the financial position of Taiwan Post Co., Ltd. as of December 31,
2007 and 2006, and the results of its operations and its cash flows for the years then ended,
in conformity with government regulations and accounting principles generally accepted in
the Republic of China.

Effective January 1, 2006, Taiwan Post Co., Ltd. adopted Republic of China Statements

of Financial Accounting Standards (SFAS) No. 34 “Financial Instruments: Recognition and
Measurement” and SFAS No. 36 “Financial Instruments: Disclosure and Presentation”.
In accordance with SFAS No. 34, the financial assets and liabilities at the beginning of
2007 were revalued based on either fair value or net amortized cost. In 2006, the adoption
of SFAS No. 34 also resulted in revaluation differences, which were accounted for as
cumulative effect of changes in accounting principle amounting to $140,501 thousand and
adjustments to shareholders’ equity amounting to $27,565,810 thousand.

As stated in notes 2 and 3 to the financial statements, the financial statements of Taiwan
Post Co., Ltd. are based on the amounts audited by the Ministry of Audit of the Control
Yuan. The accounts of Taiwan Post Co., Ltd. as of and for the year ended December
31, 2006, have been examined by the Executive Yuan and the Ministry of Audit of the
Control Yuan, and the adjustments from this examination have been recognized in the
accompanying financial statements of 2006.

KPMG Certified Public Accountants
Accountants : W.C. Kao

April 24, 2008
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Taiwan Post Co., Ltd.
Income Statements

For the years ended December 31, 2007 and 2006
(Expressed in thousands of New Taiwan dollars, except earnings per share)

Operating revenues:
Postal revenue
Interest income
Insurance premiums
Reversal of premium reserves
Investment income
Commission and service fees

Gain on valuation of Financial liabilities measured at fair

value through profit or loss
Other non-interest income

Operating costs
Postal cost
Interest expenses

Loss on valuation of Financial assets measured at fair value

through profit or loss

Loss on valuation of Financial liabilities measured at fair

value through profit or loss
Claims and benefits

Provisions for unearned premium reserve and claim reserve 140,861,777

Others

Gross profit
Operating expenses
Personnel expenses
Depreciation expenses
Other general and administrative expenses
Total expenses
Operating income
Nonoperating income
Nonoperating expenses
Net income before tax
Income tax expense

Net income before cumulative effect of changes in accounting

principles from continuing operations

Cumulative effect of changes in accounting principles -

Net income

Primary earnings per share

Net income before cumulative effect of changes in accounting

principles from continuing operations

Cumulative effect of changes in accounting principles -

Net income

2006
2007 (accounts examined
by MOA)
Amount % Amount %
$24,288,657 6 24,666,575 6
115,666,962 30 100,323,349 26
132,597,641 34 129,753,438 33
96,180,327 25 122,002,182 31
11,305,994 3 9,163,590 2
2,574,518 1 2,765,358 1
557,449 - - -
1,943,405 1 2,422,535 1
385,114,953 100 391,097,027 100
19,674,954 5 19,427,122 5
72,421,459 19 60,461,026 15
5,374,348 1 2,233,794 1
- - 1,412,636 -
96,458,794 25 122,582,004 31
37 137,151,964 35
1,696,366 - 3,048,443 1
336,487,698 87 346,316,989 88
48,627,255 13 44,780,038 12
26,381,088 7 25,015,648 6
1,960,892 1 1,985,604 1
3,580,277 1 3,712,525 1
31,922,257 9 30,713,777 8
16,704,998 4 14,066,261 4
275,998 - 281,705 -
315,716 - 746,600 -
16,665,280 4 13,601,366 4
455,882 - 48,148 -
16,209,398 4 13,553,218 4
- 140,501 -
$16,209,398 4 13,693,719 4
Before After Before After
income tax income tax income tax income tax
$4.17 4.05 3.40 3.39
- 0.03 0.03
$4.17 4.05 3.43 3.42
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Taiwan Post Co., Ltd.
Statements of Cash Flows

For the years ended December 31, 2007 and 2006
(Expressed in thousands of New Taiwan dollars)

2006
2007 (accounts examined
by MOA)
Cash flows from operating activities:
Net income $ 16,209,398 13,693,719
Adjustments:
Depreciation and amortization 2,705,205 2,840,012
Investment income under equity method (12,337) (8,759)
Provision for operating reserve and others and valuation 43,790,499 16,366,908
Loss on sale of long-term investments and property and equipment 46,394 57,030
Decrease in financial assets measured at fair value through profit or

loss(increase) 48,782,754 (18,206,509)
Increase in bonds purchased under resell agreements (4,165,107) (10,145,648)
Decrease in receivables (3,444,762) (9,799,216)
Decrease in prepaid expenses 43,324 98,013
Increase in other financial assets (153,021) (214,558)
Increase (decrease) in due to banks 7,150,000 (8,823,000)
Increase (decrease) in bonds sold under repurchase agreements (27,902,578) 12,800,276
Increase in payables 6,760,491 3,346,781
Decrease in advance collections 27,952 105,836
Increase in deferred income tax liabilities 374,399 -

Increase in financial liabilities measured at fair value through profit or
(1,081,505) 1,537,857

loss(decrease)

Increase in accrued pension liability 1,300,000 4,039,909
Others 5,618 8,526
Net cash used in operating activities 90,436,724 7,697,177

Cash flows from investing activities:
Increase in due from Central Bank
Increase in loans
Increase in available-for-sale financial assets
Decrease in held-to-maturity financial assets(increase)
Increase in debt investments without active market
Decrease in long-term investments at equity
Decrease in real estate investments(increase)
Additions to property and equipment
Proceeds from sale of property and equipment

Increase in other assets

(438,942,639)
(4,616,703)
(47,700,799)
358,858,043
(44,306,984)
6,080

11,469
(1,375,132)
15,178
(348,733)

(91,617,306)
(4,426,139)
(27,623,694)
(295,092,721)
(94,659,036)
(1,099,449)
(1,991,511)
14,300
(290,757)

Net cash used in investing activities

(178,400,220)

(516,786,313)

Cash flows from financing activities:

Increase in deposits and remittances 93,267,133 363,680,358
Increase in other liabilities(decrease) (1,619) 41,473
Prepaid dividends to government (9,335.,816) (7,996,383)
Distribution of cash dividends to government (2,273,907) (1,159,396)
Net cash provided by financing activities 81,655,791 354,566,052
Net decrease in cash and due from banks (6,307,705) (154,523,084)
Cash and due from banks at beginning of year 1,088,177,887 1,242,700,971
Cash and due from banks at end of year $ 1,081,870,182 1,088,177,887
Supplementary disclosures of cash flow information:
Cash paid during the year for interest $ 67,473,629 55,122,644
Cash paid during the year for income tax $ 75,838 49,900
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134,784
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EUR 4,724
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