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— ~ BRI . Financial Status
HAFEAR R ELER D AT 3R Financial Status Comparison and Analysis

BN - Fra T Unit: NT$1000

. # g Difference
E[E! Item 95 1, 2006 945 14,2005 —
£ % Amount %
ek AAE Total Assets 4,679,715,060 4,238,799,025 440,916,035 10.40%
Efll IAEAE Total Liabilities 4,554,715,188 4,160,833,908 393,881,280 9.47%
¥ MR 124,999,872 77,965,117 47,034,755 60.33%
Total Owners’Equity
WS B EREHAN T - Explanation of Increase/Decrease:

~ N — 1. Total assets have increased by NT$ 440,916,035,000 over the
1. H AR AR I 14,409(81,603 555 previous period, mainly due to

It EER (1) A decrease of NT$ 154,523,084,000 in due from
o L Central Bank and Other Banks
(1) g R A7 AP IA) S 320 1,545(%2,308 554 (2) An increase of NT$ 91,617,306,000 in due from
Tt - Central Bank
. o . (3) An increase of NT$ 18,448,042,000 in financial assets
(2) FFRRATEEIN916(E1,73056 T 7T ° at fair value through income statement
A ik o e (4) An increase of NT$ 10,145,648,000 in bonds sold
(@) VRIS \ i 2 o B — 19 e
#EIETIN184{54,804F 2T - (5) An increase of NT$ 4,427,536,000 in discounts and
loans
(] (2 2 0 i o %
“) WEE{E%&" HI101{54,564 %8 (6) An increase of NT$ 456,388,958,000 in funds and
JC ° investment

(7) A decrease of NT$ 746,596,000 in fixed assets

5) H53 FIENN44(E2,75386 T 7T °
©®) HEL BB A4 mETIT (8) An increase of NT$ 15,158,225,000 in other assets

(6) F<e: &N 1N4,563(58,895 58T T ° 2. Total liabilities have increased by NT$393,881,280,000 over
the previous period, mainly due to
(7 I¥5] 1€ & FE D TR 4,659 86 T 7T ° (1) An increase of NT$ 363,680,358,000 in deposits and
remittances
HAhz = B T °
(®) HAE AR II151{E5,822 85 77T (2) An increase of NT$ 16,476,932,000 in provision for
2. A {EMER R EITEH G 13,938(%8,128F 7T operating reserve
- (3) An increase of NT$ 128,276,000 in bonds sold under
EZR repurchase agreements
(1) 1E 2R M2 113, 636(.8,035/ 5 8 T-7T ° (4) An increase of NT$ 923,714,000 in other liabilities
3. Total owners' equity has increased by NT$47,034,755,000
(2) & FEHEfEIEIN164(87,69382T7C - over the previous period due to
e - R . (1) An increase of NT$ 13,693,719,000 in retained
() MTEEIEFHAEIEIN128{8275 67T - earnings
H = e — (2) An increase of NT$ 33,341,036,000 in other owners'
(4) Hoty &4 (92,371 54 F 7 ity

3. E XS R HAIF R IN470{%3,47555
FIo 0 FER

(1) RE EEREN136(89,37189F ¢ -
(2) H-AthZE - RERR IS N333(E4,103E6TC -
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Financial Status Comparison and Analysis

Il. Operating Results

B - e ETIT Unit: NT$1,000

X Flitem 955 14,2006 945 14,2005 f%fr)gisﬁ'ﬂ%fﬁ? : pﬁgﬁime

1 J¥ * Operating Revenue 391,097,027 336,398,897 54,698,130 16.26
Y3 7% 4 Operating Costs 346,316,989 295,595,401 50,721,588 17.16
v = #{|Operating Profit 44,780,038 40,803,496 3,976,542 9.75
S5 745 |Operating Expenses 30,699,642 27,251,898 3,447,744 12.65
13 #|7x:Operating Income 14,080,396 13,551,598 528,798 3.90
S53 9 %+ Non-operating Income 281,705 337,248 (55,543) (16.47)
553 9 < H'Non-operating Expenses 760,735 1,033,880 (273,145) (26.42)
AL E F|lIncome Before Tax 13,601,366 12,854,966 746,400 5.81
FR-HATYYH [ Income Tax Expenses 48,148 37,106 11,042 29.76
/51 ;fgur FUREy RIF Y|
I¥\I]et[lncome before Cumulative Effect 13,553,218 FAEEEED 135,358 >
of Accounting Principle Changes

AEt R AR BE YA R

umulative Effect of Accounting Prin- 140,501 140,501
ciple Changes
13517 Net Income 13,693,719 12,817,860 875,859 6.83

PR LB Eh Sy AR -
<§$‘q;‘1 3,_‘{ [_ﬁ)i
F;l lﬂ:

(1) FIRMS T PRF ]S A 3
P

HTI1546(E19, 813]}r PENE

T[1222(%.2,865

(2) A 1ETII109(E8, 541f 127 7 o

(3) ST i

71269{(16 539 44" 7+ -

(4) 1 H | isFER 'J)65[EL261f;JJ7I Fu o

2. BT 95 A B ERNSIET 1507 (%.2,158 187

7o 2Rl

(1) AR R PR F [ -] [ 3791139(%5,880

P

(2) fp! fam Eﬁi %«E‘—n\ P(1E711268 %\490]‘,@%74 T
(3) 5 LAY A TRIRU Y 6791100721712

Explanation and Analysis on the Percent Change:
1. Operating income has increased by NT$ 54,698,130,000,

mainly due to

(1) An increase of NT$22,228,658,000 in interest income
due to rising interest rates

(2) An increase of NT$10,985,412,000 in insurance

premium

(3) An increase of NT$26,965,394,000 in recovered
premiums and reserve

(4) A decrease of NT$652,617,000 in investment income
2. Operating costs have increased by NT$50,721,588,000 over
the previous period, mainly due to
(1) An increase of NT$13,958,805,000 in interest expenses
due to the rise of interest rates

(2) An increase of NT$ 26,804,907,000 in claims and

benefits

(3) An increase of NT$10,007,126,000 in provisions for
unearned premium reserve and claims reserve

(4) An increase of NT$237,843,000 in other operating

costs

3. Non-operating income has decreased by NT$55,543,000
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P
(4) FFIETHS 4 BT 2{03,784 43 ¢

3. FTH T G S 5 554 43T 0 2
fol (7 S0 B F v D g

4. 5T It Him ’J/‘2|’§L7,314]‘E'1J54’% » 2RI
PROEIAIR S LD v i pR R R DT
I#Zv* °

(Z) RHEBERREEKRE - AFEEEE
A2 ERT—F B E R - HATSEGHE
TTED - WFHHR K S RS T LUER] -

HZHBIHE BXEREELEEGH
fm .
(=) HEEN @ #F2HE10H - BXERES

VOB EEAEME (—) BEK

o

=~ RR—FRERIED

B

over the previous period, mainly due to a decrease in foreign
exchange

4. Non-operating expenses have decreased by NT$273,145,000

over the previous period, mainly due to a decrease in overdue
account expense and losses on assets

(I Anticipated business goals and their basis:
business goals for the current fiscal year were determined
in accordance with operating results from the previous year,
the current business situation, and future trends. For details,
please refer to page 11, and the section on major targets of

the Business Report.

(I1l) Countermeasures: please refer to page 10, Business
Report Il, Business Plan for 2007 (1) and Business
Policies.

Il. Analysis of Cash Liquidity for the Next
Year:

BAHEETIT

Unit: NT$ 1,000

S Y L FRHE T e T
HRITE & T 5 F“M SEHEFZ F AR ) !
"%I;Zﬁ%; Fh[ *ﬁlF@ﬁE&@% Hat 2 ET;U— v VHFF & #E& | Contingency Plans for Projected Insuf-
oH = gRfE - - CEL) fodE fici h Positi
Cash and Cash o Projected Cash Out- (7. ) B Lcient Cas OSItI?nE =
i Projected Net Cash | Projected Cash FlA S I EHH
Equivalents, Be- flow for the Entire BlEYEHE :
inning of Period Flow from the v Balance Financina Plan Finance Manage-
ginning oTFeNod | vears operation el ’ ERTEIEN
1,303,860,005 41,568,840 (34,116,703) 1,311,312,142 No Data No Data

(1) I = I FORF A
WL & T E VRTINS A

5

(2) $&RNFEY - 2 ol FERRTR s & Ay 39
W7 gk & ETRRERALE R

(3) Bre¥ippy © = fol BRI s £ Al

FHIET o P S RS

FHRERE T R WA e

ﬁ?\iﬁlg' I

(5) A &[4 22 196 " FHET = 15
Wet 1l =

M~ RIAFEERERZTHH TR
BFE B

(4)

Py AS

(1) Operating activities: mainly due to the net cash in-
flow from the increase of projected net income and
adjustments for non-cash items.

(2) Investing activities: mainly due to the net cash outflow
from investing activities from the net increase of
projected current financial assets.

(3) Financing activities: mainly due to the net cash in-
flow from financing activities from the net increase
of projected deposits, remittances and financial
debentures.

(4) Contingency plans for projected insufficient cash
position and liquidity analysis: not applicable.

(5) This table is compiled in accordance with the 2006
budget of company approved by the Executive Yuan.

IV. Effects of Major Capital Expenditures
During the Most Recent Fiscal Year on
Financial Operation: None

Taiwan Post Annual Report



f ~ RIEFEBRERRE :
EATEHETIISRAE] :

() EEHHERXRSMEBEMBRLALE

(Taiwan Futures Exchange)
BEBISFE L - &R FIERMEE s 220

(BT - BITIRER2ER » AL FEFA R ERE150
B RBEFRFAEER0.75% © 32N IR EE RS
HEER e F12.197T » AN B E R =W 328 F5 T
7_-‘|: °

(Z2) PERERGDBRAE (Chunghwa
Express Corp.)
BEISFEE I - ZAFERERFTEH2E
TG TR R 2,000 1% - AN EIFFE B #0800
B IRERFE R R40% - IR RS RIS
& A i R 287559 TT -
(=) MEERBRMHERAS (Financial
Information Service Co., Ltd.) :
BERISFEE L - FZAFIERHEE R =140
(BT » #BITIRERAER - KA R A K R455
B RERFAEFR1.14% - N RIREE RS
I B R 1.757T »+ AN R AR =796 3T
IE .

7N~ ERREEEIR

(—) EPEEIRAMIRERBER

LR E AL

(1) wHG
AN TP (7 A TR
R ARG TR B
B E S, -

(2) BEHEaY
EEEMREAREEEEY - AN
&R B ECGE - R E (LR
T« I b SR P
R R IR R b B T
f -

(3) E\fzE B AL
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V. Policy for Reinvestment in the Most
Recent Fiscal Year:

The company had reinvested in the following
three companies:

() Taiwan Futures Exchange:

At the end of 2006, the Taiwan Futures Exchange is
expected to have capital of NT$2 billion, with 200 million
shares of stocks issued. The company holds 1.5 million shares
of the Taiwan Futures Exchange, or 0.75% of its outstanding
common stock. TFE expects to pay a cash dividend of NT$2.19
per share this year, which means the company will be getting
NT$3,285,000.

(I Chunghwa Express Corp.:

At the end of 2006, Chunghwa Express Corp. is expected
to have capital of NT$200 million, with 20 million shares
of stocks issued. The company holds 8 million shares of
Chunghwa Express Corp., or 40% of its outstanding common
stock. Investment income on long-term equity investment under
the equity method is NT$8,759,000.

(11l Financial Information Service Co., Ltd.:

At the end of 2006, Financial Information Service Co., Ltd.
is expected to have capital of NT$4 billion, with 400 million
shares of stock issued. The company holds 4.55 million shares
of Financial Information Service Co., Ltd., or 1.14% of its
outstanding common stock. Financial Information Service Co.,
Ltd. expects to pay a cash dividend of NT$1.75 per share this
year, which means the company will be getting NT$7,963,000.

VI. Risk Management
() Risk Management Structure and Policy

1. Risk Management Structure
(1) Board of Directors

The board is ultimately responsible for the company's
risk management and it must ensure that the risk
management program is a good match with the
company's operational environment and would help to
further its goals.

(2) Risk Management Committee

Reporting directly to top management, the Risk
Management Committee is in charge of drafting the
company's risk management policies, establishing
a set of standards for qualitative and quantitative
management, and coordinating the risk management
efforts of various departments.

(3) Risk Management Unit

The Risk Management Department, under the
supervision of the president, is charged with collecting
and analyzing market risk, interest rate risk and
liquidity risk, drawing up risk measurement indicators,
monitoring risk management measures for its derivative
hedging activities to ensure legal compliance, and
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EEFERLLE > R GE T ERFFESENR
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C. fEEREH « SHEEH ZIITHERAL
) A 1S 45 71 ] PR R o e R A S 75 i LA e R
i g

(2) JE\f e B A s 2 A

making periodic reports to the president and the board
of directors.

2. Policy

The company has established a risk management policy
that sets out the areas and a framework for a system
of risk management to provide guidance for internal
controls and the execution of its risk management
program.

(1) Method for the Evaluation and Monitoring
of Each Risk Category and Quantification of
Risk Exposure

1. General Periodic Disclosures
(1) Strategies and Procedures

A. Credit risk management: the company has drawn
up the “Guidelines for the Management of Postal Capital
Deployment” which stipulates the minimum credit rating
with regard to the deployment of capital and establishes an
upper limit for the company's counterparties in accordance with
their credit ratings. The company evaluates the financial status
of its counterparties periodically so as to review and adjust
the limit when necessary. In addition, before committing to
lending, the company's banking and life insurance departments
always perform a thorough credit assessment. Before loan
disbursements to certain clients, the company would ask for
an appropriate mortgage. When any of these clients break the
contracts, the company will enforce these mortgages or other
mortgaged rights.

B. Market risk management: with regard to financial
instruments, the company has laid out rules limiting the types
of instruments it can invest in and instituting limits for various
capital deployments. The company also keeps its eyes on the
economic development of domestic and foreign industries
and prepares a report regarding the trading of various kinds
of financial instruments. In addition, it has established the

“Guidelines for Interest Rate Risk Management” and
“Guidelines for Postal Capital Liquidity Risk Management”
in order to effectively control the company's interest rate risk

and liquidity risk.

C. Operational risk management: all operations of the
company are executed in accordance with the internal control
system and relevant operational guidelines.

(2) Risk Management Structure

Taiwan Post Annual Report
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FaERAER A

Board of Directors Fund Management Supervisory Panel

P

R ERELE € Chairperson  Auditor General Dept. of Auditing

o]

Chief Secretary ~ Vice President Vice President

BRI R A @

Strategic Planning Committee

Risk Management Committee

President

Fund Management Committee

“

Vice President Vice President

48 42 73 7 M B T2 F . .
= £ Rk A Section of Risk Management

wman|  asonst] st ] s

Member of Risk Control Member of Quantitative Analysis Member of Risk Control ~ Member of Internal Control
System Program Management

(3) ol ik o o P B SR LR

HETA B R b E il s - B
"EHOEBREERT ) RN
TER  wiE: GHEREHE - H5
R EH - SEREERRELER - (F
FEEEAEARBEAENERELE
HATEREGEHN - ARk 2%
BY  ZEEFRNEFTEEMEE/)
i WEFERERE X -

(4) b ECER e B THI A B o AR S0 o S
Bt
AR T TEIAINHE RARRE &7 - EE R
TRy KR TS 73 SN (L E A M R B B o A 2
JaE - BN R E RO E E E ek

(3) The Scope and Characteristics of Risk Reports and
Risk Assessment System

With regard to risk reports, a “Monthly Risk
Management Report” is made, providing a summary
about the execution of credit risk, market risk,
investment limits, and loss with regard to operational
risk and capital adequacy. A monthly report is made
to the company's Risk Management Committee, a
quarterly report is made to the Capital Deployment
Committee of the board, and an annual report is made
to the board of directors.

(4) Hedging Policy, Strategies and Procedures to Monitor
the Continual Effectiveness of its Hedging Program

The company enters into foreign exchange forwards
and swaps to hedge against foreign exchange rate
fluctuations. The company enters into Taiwan stock
index futures and options to hedge against market
volatility in the domestic stock market. Both are not for
trading purposes. The goal of the company's hedging

FRECERER - TEARBEBENKRERE
ZifERE Rl - EBIELIA SR H Y
MR o AL T HER SRS fR LG R RE
HR R o TS AR AR HEY > B
DlEd it bs TH H AP EEEE 2R E A
FHBREZ AT 2B Tk S R r i Ry i b T B - 55
af (it et 2 (L - AT TR R
b 22 F g H 20 IR T (E R
Jl B > LR T R R AR - S
ZHERA R EEEE G NEEY -
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strategies is to help the company avoid market risk
as much as possible. The company uses derivatives,
which have a high negative correlation to change
in fair value of the hedged item, as hedging tools.
To evaluate hedging gains and losses, evaluation
of hedge performance is made according to market
values at least twice a month. The results are reported
to the president of the company regularly and to the
company's Risk Management Committee and Board of
Directors monthly.
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2.5 F R\ 2. Credit Risk
(1) FNEHE (1)On-balance Sheet Items

FNIEH —(Z F Jalfs g 14 & ZE %8 On-balance Sheet Items—Credit Risk Risk-based Assets
95412 H31H December 31, 2006

BOT - HE T Unit: NT$ 1,000

PEH G WP e R A
Item (note) Applicable Risk Weights Risk-Weighted Assets

B .
Domestic Government Bonds 00 e
BT e
Conditioned-Guaranteed Debt Due from Local Govern- 10% 378,365
ment ]
F B E D T
Conditioned-Guaranteed Debt Due from Domestic 20% 261,052,165
Banks
(= 3RV E Home Real Estate Mortgage Loans 50% 0
£l 5 Others 100% 57,906,823
F’ﬁ?r Total 319,337,353

i REER AR EE RN EEHE A -
Note : The most important on-balance sheet item of the risk weight

(2) FINEH (2)Off-balance Sheet Items

FHNEH—(E R e R e &% Off-balance Sheet Items—Credit Risk Risk-based Assets
95412 H31H December 31, 2006
(L AT Unit: NT$ 1,000

- BRI
' Risk-Weighted Assets
=S K 0
General Off-balance Transaction
[ e Eg[ﬁ@“ﬁ#, Derivative Financial Instruments 477,350
B S T EFI (RP) -
Bills/Bonds Repurchase Agreement Liabilities
FifEulpiacs Ep i 551257 (RS) 501 454
Bills/Bonds Reverse Repurchase Investment '
F’—‘,% Total 1,068,849
(3) BEFERTEIHAT—Z= 11 - EEAIIAHE
. H ST a2 R (3) As the founding institution, categories of the securities
LR {i ”Eﬁ'%" N ’E‘ BT ﬁf—'rz_'ﬂ%% issued by trusts and transferred assets, issuance volume,
B~ FATHAER ~ PLEAREE K H 1T HEEIER outstanding balance and self-purchased balance for the
A A season prior to the annual report printing date: none

e e 3. Calculating the Market Risk Capital under the
IR EE A MG b o & A Standardized Model
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T AEE A 2 s Jmbs & 748 Market Risk-based Capital Requirement and Risk-Weighted Assets

95712 H31H December 31, 2006

BT S A IT Unit: NT$ 1,000

| Teshay R TR (3)
Risk Capital Requirement Risk-Weighted Assefs (note)

F|I= [ Interest Rate Risk 13,028,416 162,855,200

2555 % ot @ Equity Risk 11,611,134 145,139,175

9@ Foreign Exchange Risk 19,439,704 242,996,300

fiHfify = i Commodity Risk 0 0

R Ak R

Options by Simple Method 11,199 L

gi=l Total 44,090,453 551,130,663

3F  REHEE AIRLL12.565 -

Note : Capital requirement times 12.5

405 B A AT 5 E b T/ B AR Z IR
7 BEHEAEARAZECEEMNS
JEFRFREIE ¢

5. B P E
(1) Fra ¥R FHIRAS R AT

4. For banks using an internal-model approach to calculate
market risk-based capital requirement, matters that
should be disclosed for all asset combinations applicable
to internal model approach: none

5. Liquidity Risk
(1) Structure Analysis of the Maturation of NTD

B EEEIEA H AR #5147 Structure Analysis of the Maturation of NTD
95712 H31H December 31, 2006
AL FEMAFIT Unit: NT$ 1,000

SHE R IR ERI 2 A
Dollar Amount for the remaining period prior to the maturation date
fi &t 18115
Total 0-30—~ 31-90~ 91-180—~ 17 1) -
181 days to One
0-30 Days 31-90 Days | 90-180 Days Over One Year
Year

= RIE
TSR
Primary
el 4,132,234,433 889,948,993 | 600,623,053 782,884,862 998,707,248 860,070,277
inflow upon
maturity
BRG]
TSl
Primary
i i 4,071,151,173 | 1,611,591,189 | 535,199,938 579,981,799 1,143,890,709 200,487,538
flow upon
maturity
WAL |
e 61,083,260 | -721,642,196 | 65,423,115 202,903,063 -145,183,461 659,582,739

it ARG R EE R -

Note: This table does not include the foreign currency and insurance businesses.
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(2) =N HIHRAS R AT

(2) Structure Analysis of the Maturation of USD

ZEa T H EAIRAS R80T Structure Analysis of the Maturation of USD

95412 H31H December 31, 2006

B« EEfTIT Unit: US$ 1,000

THE[HA |1 RIERIE] & 48
&=t Dollar Amount for the remaining period prior to the maturation date
bt B - - BI=-17 ‘
Total 0-30~ 31-90~ 91-180 181 Davs to One 1#1) F
0-30 Days | 31-90 Days | 91-180 Days % ar Over One Year
= RIE[Y
RE
. . 137,496 137,496

Primary capital out-

flow upon maturity

EAEI]

BYE R

o i . 53 53

Primary capital out-

flow upon maturity

HARE[S 1

"FJ’E.?{L 137,443 137,443

Capital gap

i ARPAREAF RERE D GRS -
Note: The figures in

(=) BRIINEERR AR REFHEIRITEL
BEREREERE - 8
() ®lEpe hEES(CEIRITIA TSRS
=& LA ESE - 3
() RITHERNEEIRT
e -
(73) ETHBCTEIAN =S N OIEEREPE :
(t) EREXEHE2ERN &S NOIEEE
Pes . #E
(N\) ZFEFESEPFRERRZ ES
=0 E PN F H AT A 1 & H R S P AR
B T EESEEE M EESNE ) i IERER
B EI N BT -

(h) BERNEHIRIT
1

1N

T E LA ERE

TERERE

table are the total of US currency held at headquarters and all post office branches.

(111 Effects of major international and domestic
policy changes on the company's financial
business and countermeasures: none

(IV) Effects of technological and industry
changes on the company's financial
business and countermeasures: none

(V) Effects of bank image changes on
the bank's financial business and
countermeasures: none

(VI) Expected benefits and potential risks of
mergers and acquisitions: none

(V1) Expected benefits and potential risks of
business base expansion: none

(VIII) Business concentration risk:

The company's credit extension and investment business
is operated under the Guidelines for the Management of Postal
Capital Deployment and must be kept within specified limits.

(IX) Effects of the change in right of authority
for the company and its risks: none

Taiwan Post Annual Report
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(X) With regard to litigation or nonlitigation
events, a list shall be made providing the
name of its board directors, supervisors,
presidents, major shareholders holding
greater than 1% of outstanding shares and
the company's subsidiaries. With regard
to litigation (whether pending or for which
a verdict has been reached), non-litigation
or administrative appeals involving the
company, and the results may greatly
effect the rights of its depositors and
shareholders, the company shall disclose
the details of the disputes, the amount
involved, the dates the litigation started,
primary litigants, and the status as of the
printing date of the annual report: none

(XI) Other Major Risks:

This company is one hundred percent run and owned by
the government and is operated strictly in accordance with
regulations and stipulations. The company draws up business
plans and a risk management program every year. Every
department of the company submits a quarterly report on its
progress to lower the operational risk.

VII.Other Important Items : none




