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Comparative chart of agential services in 2012 and 2013
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(V1) Assets Operations — Asset Activation
The real estate under the management of Chunghwa Post is for use in postal service, savings and remittances
and life insurance business. According to Subparagraph 6, Article 5 of the Postal Act, the company may
engage in the “operation of postal assets” and according to “The Plans for Strengthening National Property
Management and Utilization” formulated by the Ministry of Financial Affairs, the operation of real estate is
permissible as long as it is not against the business purpose or the original usage or the profit businesses.
Therefore, the post offices at all levels and the mail processing centers have reviewed the actual use of the
properties in their possession, seeking to use the spare space in a proper manner or provide it for use by others
on a profit earning basis to increase the revenues as this allows adequate use of the postal resources for
improvement of asset return rate.
In 2013, to further the use of the company's property asset, the spare space was vitalized to improve the
efficiency of use of the asset and is described as follows:
1. Asset lease
(1) The types of lease of the company's property asset are as follows:

A. The spare space is for rent after review and adjustment of the workplace configuration.

B. The place of operation is for rent for product selling or display.

C. The roof is for rent by the mobile phone operators to set up the base station.

D. The interior, outer walls (or space) can be rented for posting ads.

E. Others: Meeting rooms, auditoriums, parking lots and classrooms can also be rented.
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(2) A thorough check was conducted by each post office (center) on the use status of the self-owned
property. A short-, mid- or long-term use improvement plan was in place for the implementation of asset
revitalization

(3) The post-tax revenue from rent in 2013 was NT$ 210,010,000, increased by NT$22,390,000 and up
11.93% when compared to the NT$187,620,000 in 2012.

2. Asset development

A. Participated in 1 urban renewal projects launched by the private sector.

B. Participated in 1 urban renewal projects launched by the public sector.

C. Launched 1 urban renewal project by the company itself

3. The application for land change in postal and government agency lands under the management of Chunghwa

Post have been classified according to the use of intensity. The Urban and Rural Development Branch of the

Construction and Planning Agency, Ministry of Interior was commissioned for urban planning changes, with

40 pieces of land changed.

4. Other promotions of asset repurposing
(1) Chunghwa Post has established the “Real Estate Operation Supervision Team” and developed the
“Operation Guidelines for Real Estate Operation Incentives by all Post Offices (Processing Center) for
planning and facilitation with asset repurposing. The supervision team held 3 meetings in 2013 to facilitate
asset repurposing by post offices (centers) at all levels and assist with the resolution of the issues.

(2) The meeting minutes, briefings, training materials, regulations and reports regarding asset repurposing
were uploaded online for viewing by all post office branches (centers).

(3) Organizing real estate asset use training, real estate investment speech and units with excellent asset
repurposing performance shall send staff for lecture and sharing of success cases and experience with

asset repurposing.

(V1) Utilization of Postal Capital — Supporting State Infrastructure
Postal capital comes from the idle capital amd has been steadily growing. Postal capital is employed in
accordance with Article 18 of the Postal Remittamcesamd Savings Act amd Article 27 of Simple Life Insurance.
Part of this capital is deposited with the Central Bank of the Republic 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, 2013, total postal capital (including savings, remittances and life insurance capital) stood
at NT$5,981.1 billion. This was divided among the following sectors:
1. Time deposit (including reserves against deposits in the Central Bank of the Republic of China and the

revolving funds of all branch offices) : NT$ 217.3 billion, or 3.64% of the total.

2. Fixed deposit (including fixed savings deposit): NT$ 1,912.2 billion, or 31.97% of the total.
3. Call loans of other banks and short-term bills and notes: NT$ 1,197.6 billion, or 20.02% of the total.
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4. Bonds investment (including government bonds, corporate bonds and financial bonds): NT$ 1,868.5 billion,

or 31.24% of the total.

5. Overseas investments: NT$ 621 billion, or 10.38% of the total.

6. Stocks and mutual funds (including money invested by investment management firms on behalf of the
company): NT$ 119.1 billion, or 1.99% of the total.

7. Mortgage loans on fixed deposit, insurance policies and real estate: NT$ 44.1 billion, or 0.74% of the total.

8. Real estate: NT$ 1.3 billion, or 0.02% of the total.

As of the end of 2013, the company provided NT$ 1,606.2 billion to finance major public infrastructure and

private investment projects of which the details are listed below

Major Infrastructure and Private Investment Projects

SME Root Establishment Project Loans

First Time Homebuyers Loans
Manufacturing Industry & Small- and Midsized
Business Project Loans

First Time Homebuyers Loan for Those Who Do Not
Own Any Property

Home Reconstruction Loans for 921 Quake Victims

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

9,693

1,330

1,057

727

2,715

514

26

In coordination with the Committee for Planning and
Promoting the Utilization of Long-Term Funding of
Council for Economic Planning & Development

In coordination with the Small & Medium Enterprise
Administration of the Ministry of Economic Affairs

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

In coordination with the Central Bank of the ROC

In coordination with the Central Bank of the ROC

In coordination with the Central Bank of the ROC

In coordination with the Central Bank of the ROC

(IX) Research — Innovation and Development

Utilization of Postal Capital
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1. Research results for 2013: please refer to page 10, (IV) R&D, I. 2013 business operation results.

2. Research Projects in 2014

Research
Project Names Funding Nature of the Projects
(NT$1,000)

2014 Customer Satisfaction of Postal Services 521.4 Administrative Policy
An Analysis of the Work Load Measurement Standards and 05 Administrative Polic
Actual Values on Chunghwa Post Co., Ltd. Delivery Personnel y
A Study on the Devglopme.nt Strategy and Application Service 940 Administrative Policy
Outsourcing of Mobile Business
A Study of Postal Information Transparency 98 Administrative Policy
Chunghwg Post .Co., Ltd Postal Universal Cost Analysis 6,000 Administrative Policy
Outsourcing Project
A Study of Cross Subsidization for Exclusive and Non- . . .
Exclusive Mails in U.S., Japan, Korea, and Singapore. <y RO R e
Philately Buiness Creative Marketing Strategies 100 Administrative Policy
Chunghwa Post Co., Ltd. Feasibility Assessment Project of 850 Administrative Policy

Land Development on HuaguangSpeical District, Taipei City

(X) Business Development Plan for 2014: please refer to page 11, Il. 2014 Operation Plan
Outlines.

Il. Employee Information
As of January 13,

Year 2012 2013 2014
Staff 11,770 11,676 11,741
Laborers 12,377 12,835 12,792
Number of Employees - o ntract Workers 1,449 1,440 1417
Total 25,596 25,951 25,950
Average Age 46.3 46.6 46.8
Average Seniority 19.3 194 194
Doctorates 3 4 3
Masters 668 790 813
Educational Background | Bachelor's Degree 14,167 14,606 14,704
Senior High School 9,954 9,811 9,717
Junior High School and Below 1,265 1,195 1,157
Number of Employees with Professional Certificates 1,787 1,594 56

1. Physical training: launched 1,250 training classes for executives, computers, professionalism,
Employee Training service upgrade and business skills with 96,790 employees being trained.
2. Digital learning: the employees spent a total of 712,388 hours on on-line learning.

In 2013, 2,379 volunteers worked for a total of 1,124,716 hours in various branches and mail

Volunteerin :
9 processing centers.
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() Estimated number of employees:
In response to the needs of business operation and to cooperate with government policy of employment
expansion, the company continued to update manpower structure. The government approved on October
5, 2012 that the company was able to implement streamlining measures and projects. The actual number of
retired employees benefitting from the policy was 793 people. After reporting to MOTC through official letter
regarding the reduced number of employees, the estimated number of employees listed in 2013 budget was cut
by 793 people. In addition, the company was able to hire 793 regular employees in the year of 2013 within the
limits of personnel expenses of the streamlining policy on retired employees in accordance with the approval
letter from the Executive Yuan dated October 5, 2012. The required funds came from the aforesaid personnel
expenses within the limits. MOTC re-approved the company's 2013 estimated total number of employees to be

27,496 people (including 12,212 formal staff, 13,484 formal laborers and 1,800 temporary laborers).

(1) Qutsourcing:
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.

(I11) Labor structure:
By December 31, 2013, the postal service employed 25,951 employees, including one chairperson, one
president, 16,809 transferred employees, 7,700 staff members and 1,440 contract workers. Among them,
23,952 were basic level clerks (92.30% of the entire workforce); 1,904 worked in management (7.34% of the
workforce); 28 were training staff (0.11% of the workforce) and 67 were staff on temporary transfer (0.26% of
the workforce). It is plain to see that the majority of postal employees are basic level employees involved in

sales, services, operation and distribution. The company has a very lean management structure.

Breakdown of Employees by Function Dec. 31,2013  Unit: Person

Total Percentage % HQ P.O. Mailgergﬁae;sing

Total 25,951 100.00 1,656 23,154 1,141

Total Clerks 23,952 92.30 870 22,021 1,061
Mail Delivery 9,368 36.10 9,368

Mail Processing 2,385 9.19 1,711 674

Mail Transport 687 2.65 20 280 387
Philately 103 0.40 61 42
Mail Counters 2,711 10.45 2,71
Banking Counters 6,061 23.36 6,061
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Service Operation 2,637 10.16 1,848
Managerial Personnel 1,904 7.34 734 1,094 76
Training personnel 28 0.1 28

Staff on temporary

67 0.26 24 39 4
transfer

Kkanagerial 7.34% Training 0.11%

Staff ontemporary

Service Operation trans fer 0.26%

10.16%
B Mail Delivery
hail Delivery 36.10% = [dail Processing
. BankingCounters : " Mail Transport
23.3%% 7 B Philataly

" Wail Counters
¥ Banking Counters

Mail Counters Mail Frocessing Service Operation

1045% = Managerial
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255% Training

" staff ontemporary fransfer

lll. Labor/Management Relations

(I) 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 Co.,

Ltd., Labor Standards Act, Labor Pension Act, Regulations Governing the Severance of Transferred Employees
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of Chunghwa Post Co., Ltd., Regulations Governing the Retirement and Severance of Employees of Chunghwa
Post Co., Ltd..

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 Postal 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.

(I1) 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

VI. IT Equipment

() IT System hardware and software deployment

1. Mainframe computer in the Taipei main computer center:
This main computer center has an IBM2817-603 mainframe computer with three central processor units,
running at 2130 MIPS. It has a 64 GB memory and uses z/OS V1.12 operating system. According to the needs
of the company, the system is divided into 10 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 1,322 post
office branches; partition 2 holds the information processing system for the company's personnel, accounting
and mail business; partition 5 is for operation connection with financial institutions; the remaining 7 partitions
provide various services and system testing.

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 1,215 MIPS. It has a 16 GB memory and uses a z/OS V1.12 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 and maintain sustained operational capability for the company's important
systems.

3. Open system:
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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 a 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 2008,
information random storing mechanism was installed; in 2009, a virtual environment was installed to use
the resources sufficiently and backup mechanisms for important systems such as the internet service
in a different place was also completed. The company also brought in new technology and virtualization
management tools year after year in order to improve system performance and operational efficiency.
4. Maintenance
Mainframe software and hardware maintenance for the Taipei main computer center and the Taichung disaster
recovery center 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) Emergency backup and safety measures

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, ensuring that operations can be resumed promptly when problems occur in
the Taipei main computer center and continue to provide normal operations for various businesses.

(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 take over operations in order to provide
post offices of the area with normal online operations.

B. There are 1,290 branch offices of the company equipped with ISDN backup mechanism and 3 branch
offices equipped with MPLS VPN backup recovery, so when any of these branch offices has a line
problem, the ISDN backup or MPLS VPN activates automatically to ensure uninterrupted service.

2. Apart from the backup measures mentioned above, the company has established a security operation center
for its WANs to monitor the network operation in the whole area and unidentified potential intrusions from
within and outside.

3. The company received the BS7799 Information Security Certification in February, 2005 and was upgraded
to the new version of ISO 27001 in January, 2007. The company expanded the scope of certification to the
Taichung disaster recovery center in 2009. The center passed the second review in December 2013 and
certification has remained effective to ensure information security.

4. In response to the implementation of “Personal Information Protection Act” that went into effect on October
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1st, 2012, the company has assigned a counseling company to assist in building personal information

protection management system, in order to strengthen the personal information protection on savings, life

insurance, postal business and related operations. The company was also certified by BSI (British Standards

Institution) for BS10012:2009 personal information management system in August, 2012, expanded and

passed the review for maintenance of certification and validity with continuous Plan-Do-Check-Act (PDCA)

management model in 2013, assuring the normal operation after personal information protection management

mechanism and highlighting the company's determination and intention of goodwill management over personal

information protection.

V. Major Contracts

() Business cooperation

Project name

Memorandum of Strategic Alliance
between Chunghwa Post and Taiwan
External Trade Development Council

Memorandum of Strategic Alliance
between Chunghwa Post and
Importers and Exporters Association
of Taipei

FY2013 Consignment Agreement for
Central Epidemic Prevention Supplies
Storage and Transportation

Contract of Foreign Exchange
Outgoing International Remittance

VISA membership agreement

Partner

Taiwan External
Trade Development
Council

Importers and
Exporters
Association of Taipei
Center for Disease

Control, Department
of Health

Bank SinoPac

VISA International

(1) Service Procurement Contracts:

Project name

Maintenance of mails sorting
and processing system in 5 mail
processing centers in Taipei,
Taoyuan, Taichung, Tainan and
Kaohsiung

ATM machine setup in 24-hour convenience

stores or business places

Maintenance of 1031 ATM machines

Major business

Postage discount of EMS for the
members of the Council's Taiwan
Trade network.

Postage discount of EMS for the
members of the Association

Warehousing and distribution
Cooperated in outgoing international
remittance

Became a member of VISA
International and was authorized to

Period

1/1/2012~
12/31/2014

1/1/2012~
4/30/2015

1/1/2013~
12/31/2013

Start: 10/16/2013
End: continues to be
effective

Start: 9/30/2009
End: continues to be

Double center (Taipei, Taichung) computer room
operation system service outsourcing

Information monitor center management system
lease and monitoring service outsourcing project

Chunghwa Post Co., Ltd. customer service center
operation outsourcing project

2013 postal business and image promotion TV
commercial

issue VISA debit cards effective
Bid winner Period RO
clause

NEC CORP. 10/1/2010~11/10/2019 None
Geniron.com Inc. 8/25/2010~8/24/2013 None
Mercuries Data Systems "
(MDS) 12/1/2010~12/31/2013 None
Tung-1 Information Service 4,115411~12/31/2015 None
Co., Ltd
Chunghwa Telecom. 6/10/2011~9/9/2016 None
Enterprise Business Group
Telexpress Corp. 4/30/2013~4/29/2014 None
Carat 1/1/2013~12/31/2013 None
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