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I. Scope of Business

(I) The Chung Post may engage in the
following businesses according to
Article 5, Postal Act:

1. Delivery of mail.

2. Postal savings.

3. Remittances.

4. Simple life insurance.

5. Philately and related merchandise.

6. Management of postal assets.

7. Subject to a approved by the Ministry of Transportation
and Communications, Chunghwa Post may also operate
as agent for other businesses, make investments, or
operate related businesses as described under
subparagraphs 1 to 6 of this article hereof.

(II) 2006 Operation Plans: Please refer to
Business Reports (2), Business Plans
for 2006 (Page 10)

(III) Banking Business Status in 2005
1. Deposits: (See page 34, Savings and Remittances

Operations)
2. Loans: None
3. Consumer Banking: None
4. Trusts: None
5. Foreign Exchange (See page 36, Savings and

Remittances Operations)
6. Investment and Development: None
7. Agential Services: (See page 41, Agency Services)
8. Non-Performing Loans: None

Unit: NT$1000, %
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(IV) Mail Operation
1. Correspondence Posted per Capita and Letter-Post Items

The recent development of the Internet and the rapid
spread of electronic mail has caused letter-post items and
correspondence posted per capita to drop gradually since
2001. However, Chunghwa Post has continued to serve its
customers under the principle of providingaccessible,
speedy, reliable and affordableservice. In 2005, the post
office handled 2,779.37 million pieces of domestic letter-post
items, maintaining 2004 levels. The number of
correspondences posted per capita stood at 122.1. The
company also handled 29 million pieces of international
letter-post items, an 18.3% decrease over 2004.

2. Parcels
Parcel service is open to market competition. In order to

raise competitiveness, the company offers extra nighttime and
Saturday delivery services, more door-to-door deliveries, as
well as promotional campaigns on all major occasions and
holidays. On October 25, 2005, it launched a new parcel
service campaign. In 2005, domestic parcel volume reached
15.21million pieces, a 31.8% increase over 2004; and
international parcel volume stood at 0.55 million pieces, a
2.5% decrease over 2004.  

3. Electronic Mail  
This is a streamlined service that handles everything

from printing out data provided by clients into physical mails
and enveloping to sorting (into different bundles by their 5-
digit zip codes) and delivering.

To promote this service, the company has over the years
been purchasing needed equipment. In 2005, the volume of
this business stood at 180,283,000 pieces, a hefty 23.56%
growth over 2004, representing 107.95% of its goal. 

4. Express Mail Service and Speedpost
In order to be more competitive, apart from putting on

promotional campaigns for major occasions and holidays, the
pricing of this service is close to market pricing. In 2005, the
volume of domestic Speedpost mail reached 4.34 million
pieces, a 0.1% decrease over 2004; the volume of
international EMS reached 1.56 million pieces, a 3.3%
increase over 2004.
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3,680,061 10.13

5. Mail Routes

(1) Domestic mail routes

To attain the goal of a speedy, safe, accessible, accurate

and affordable mail service, the company, for its domestic

mail operations, uses various public and private

transportation services as well as its own vehicles and

equipment. Combining delivery by road, railway, water and

air, these form a combined delivery network of 122,381.82

kilometers, covering Taiwan proper, Penghu, Kinmen and

Matzu.

(2) International Mail
Correspondence between Taiwan and the rest of the

world are mainly transported via airmail and maritime mail
routes. The recent economic prosperity and rapidly growing
export business of Taiwan has resulted in a high volume of
international mail and more and longer mail routes. At the
end of December 2005, the mileages for airmail routes
(including express routes) and maritime mail routes were
1,197,800 kilometers and 582,846 kilometers respectively.
Currently, major international mail routes include airmail
routes, maritime mail routes and express mail routes. As for
the Express Mail delivery countries, please see page 111,
Appendix.

(V) Savings, Giro and Remittances Business
1. Postal Savings and Giro

Postal Savings operations were established under the
government's policy of encouraging citizens to practice strict
economy and to save. The focus is on average citizens, and
funds come from idle capital and housekeeping money. It is a
stable government-run operation. In spite of the domestic
financial crises, the economic downturn, and the flight of
industry and capital abroad, there are still more postal savings
accounts than savings accounts at any other financial
institution in Taiwan. And the total amount of savings held in
them is also first in Taiwan.. However, in recent years,
financial liberalization, globalization and the trend toward
diverse investment portfolios have gradually eroded the post
office's market. In the future, apart from actively seeking to
provide new services to raise competitiveness, the post office
will need to continue to expand its electronic services and
provide more payment and account transfer options. It will
thus attempt to raise market share by increasing convenience
for customers.

At the end of December, 2005, the total for various types
of savings accounts stood at NT$3,680,061million,

Growth

P.111



Status of Operations

34 35Chunghwa Post Annual Report

3,066 2.27

120,009

94 32,608

5.95% 1,815,090

0.40% 94 2,013

7.83%

representing 10.13% growth over the previous year. The total
number of savings accounts stood at 30,660,000, a 2.27%
increase over the previous year. The average account balance
stood at NT$120,009.

Within Taiwan's financial industry, postal Giro is very
unusual. It allows account holders to make deposits and
withdrawals, to designate payments, and to make remittances.
Moreover, its special-deposit account service provides data
stored in an electronic medium to customers so as to
eliminate manual accounting. Postal Giro also offers various
kinds of easy and secure fund transfer services: an account
holder can make collections or payments through direct
account transfers by computer tape or disk, as well as by
online transfers or via a touch-tone phone. In addition,
account holders will be able to apply for checks. Chunghwa
Post will continue to promote special-deposit account service
for postal Giro accounts, as well as expand collection and
payment channels and provide online, ATM and self-service
kiosk payment mechanisms to make things more convenient
for its customers. Up until the end of 2005, the cumulative
balance for Giro accounts stood at NT$32,608 million, which
represents 5.95% growth over the previous year. The number
of accounts stood at 1,815,090, a 0.40% decrease over the
previous year. Revenue from handling fees stood at
NT$2,013 million, a 7.83% decrease over the previous year.

94 93

94 93
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2. Postal Remittances 

Postal remittances serve to encourage the flow of capital
and to enliven the social economy. Moreover, there is a
widespread computer network that provides fast and easy
remittance services. Currently, domestic money order
services include postal money orders, remittances to
accounts, cash-delivering faxed money orders, postal gift
coupons and inter-bank remittances. International money
order services include international postal money orders, wire
transfers to and from Japan, international outgoing
remittances, foreign worker remittances, and the sale of US
dollar, Japanese Yen, Euro, HK dollar, Citibank US dollar
travelers' checks. In addition, the post office offers indirect
remittances to anywhere on mainland China. Currently, there
are 89 postal units handle the sale of foreign currency and
travelers' check, plus 19 units situated at the Chiang Kai-shek
Airport, scenic spots and industrial parks offering the same
services.

In 2005, money remitted by Chunghwa Post totaled
NT$1,405,340 million, a 9.83% increase over the previous
year. All told, 15,770,000 money orders were issued, a
10.43% increase over the previous year.

Total

93 2004 94 2005 93 2004 94 2005
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24

92

94 853,274

6.98%

1. 

94 46

7,046 19.84%

1,631 7,509 25.48%

(VI) Postal Simple Life Insurance Operation 
Postal Simple Life Insurance plans provide citizens with

basic financial security. Easy to set up, thanks to the post
office's extensive network of postal outlets, these plans
provide a vehicle to save and to make financial and
retirement plans. They have low premiums and simple
application procedures, and require no physical examinations.
Hence, they have become very popular among the people.
Business volume has been climbing steadily since their
introduction in 1935.

Since the Directorate General of Posts was corporative to
become Chunghwa Post in 2003, the Postal Simple Life
Insurance has made a commitment to provide customer-
oriented services. It has been striving to make full use of
information technology, to develop an array of diverse
products, and to provide multifaceted services to meet a
broad array of customer needs. In FY 2005, the total insured
amount of its insurance contracts in force reached NT$
853,274 million, up 6.98% over 2004.

Seeking always to improve upon its services, the
department now offers real estate loans to policyholders and
allows its policyholders to take out policy loans or make
repayments through ATMs. With ever-growing efficiency and
professional knowledge, the department will continue to
provide quality services and fulfill its business goal of
providing multifaceted services with boundless care and
concern.

1. New Policies 

A total of 467,046 new policies were issued in FY
2005, a rise of 19.84% from FY 2004. The total amount
insured, NT$163,175 million, was an increase of 25.48%
over FY 2004.
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94

2,379,586 5.16% 853,274

6.98%

2. Policies in Force Overview 

A total of 2,379,586 life insurance policies were in force
in FY 2005, an increase of 5.16% over FY 2004. The amount
insured stood at NT$ 853,274 million, up 6.98 % over FY
2004.
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3. Policy Loans 

Once premiums have been fully paid for more than one
year, the policyholder may apply for a loan no greater than
the amount of the policy value reserve. With convenient
procedures, these loans can help meet a policyholder's need
for cash in a convenient and flexible manner. For even
speedier service, policyholders may take out loans at
automatic teller machines. In FY 2005, there were 277,747
policy loans, a 41.28% increase over the previous year. A
total of NT$ 11.99125 billion was loaned out, a 3.67%
decrease over the previous year.

4. Real Estate Mortgage Loans 

The department started to offer real estate loans in 1997.
This service is not limited to Chunghwa Post policyholders;
anyone who qualifies can apply. Each person can borrow a
maximum of NT$6 million. This service is available
everywhere in Taiwan with the exception of the islands of
Kinmen and Mazu. Currently, 23 regional branch offices
oversee these loans and 163 postal outlets are authorized to
accept applications for them.

In FY 2005, there were a total of 7,432 outstanding real
estate mortgage loans, an increase of 55.29% over the
previous year. NT$13.1617 billion was loaned out, an
increase of 70.54% over the previous year. This strong
growth reflects the competitiveness of the department's new
low-rate real-estate loan options.

5. Benefit Payments to Policyholders 

(1) Maturity

Life insurance policies reaching maturity in FY 2005

totaled 286,003 by count up 4.24% compared with FY 2004.

The total amount paid was NT$ 83,387.43 million, up 7.16%

compared with FY 2004.

(2) Payment to Claims

In FY 2005 payment due to claim adjustment was

numbered 3,949 down 3.61% from the last year, and the

amount claimed was NT$1,483.89 million, down 5.20%

compared with FY 2004. There were 756 double payment

cases, and the total amount was NT$ 615.98 million. For

reasons of payment in accident car accident (motorcycle

included) comprised the most, about 32.80%.

(3) Surrender

In FY 2005 the number of life insurance policies

terminated because of surrender totaled 44,541 an up of

12.17% from last year, and the amount totaled NT$ 14,025.84

million, up 12.74% compared with FY 2004.

6. Financial Status

Postal Simple Life Insurance is a state-run business, and
in accordance with the Simple Life Insurance Act, accounting
for it is handled separately from other Chunghwa Post
business. In FY 2005, revenue totaled NT$230.12 billion, up
7.03% from the previous year. Expenditures totaled
NT$229,281 million, up 7.78% from the previous year.
Profits for the year stood at NT$839 million, a decrease of
63.02% from the previous year.
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7. Characteristics

(1) No physical checkup required
Postal Simple Life Insurance is not compulsory

insurance. Although no physical checkup is required,
applications are not unconditionally accepted. The insurer has
the right to deny an application at its discretion, and the
insured and the applicant are obliged to provide truthful
information.

(2) Insured amount
The maximum total insured amount per insured is NT$2

million. The minimum insured amount per policy is
NT$10,000. Premiums are due monthly. Policyholders may
pay premiums through transfers from their postal savings or
Giro accounts. If paid in advance, a discount will be offered
accordingly.

(3) Premium payment

Premiums are due monthly. Policyholders may pay
premiums through transfers from their postal savings or Giro
accounts. If paid in advance, a discount will be offered
accordingly.

(4) Types of Insurance Products

Postal Simple Life Insurance includes endowment
insurance and mortality insurance. Health insurance and
accident insurance are offered as riders. All ROC citizens are
eligible. 
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(VII) Agency Service

Starting from April 4, 2005

Starting from April 7, 2005

Claims Payment to Beneficiaries
(Number of Policies)

Increase or Decrease

Matured Endowment

Increase or Decrease

Death & Disability

Increase or Decrease

Surrender

Increase or Decrease

Claims Payment to
Beneficiaries (Amount)

Increase or Decrease

Matured Endowment

Increase or Decrease

Death & Disability

Increase or Decrease

Surrender

Increase or Decrease
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(VIII) Philately
To provide even better service and to revive philatelic

trends, the post office has done the following in 2005:

1. New Stamps Release:

(1) In 2005, 28 sets of postage stamps were issued,
including 18 sets of special issues, 3 sets of
commemorative issues, 1 set of postage-due stamp
and 1 set of postage stamp label. Other associated
products included the bookletsPostage Stamps of
the Republic of China, Postage Stamp Catalogue
of the Republic of China, New Year's greetings and
postcards with lotto, commemorative envelopes,
stamp folios and stamp pictorials. (See Appendix,
page 114)

(2) Attempting to attract teenagers to stamp collecting,
Chunghwa Post has continued to issue a series of
stamp sets based on films (the Harry Potter films) and
cartoon figures (Mickey Mouse).  And to meet
demand, it launched its first-ever series of stamps
about pets, featuring cats and dogs.

2. New Philatelic Products:
(1) Personal stamps: In 2005, Chunghwa Post released its

fifth set of personal stamps-Internet Shorthand.
(2) Philatelic gifts and associated merchandise:

In coordination with Taipei 2005 18th Asian
International Stamp Exhibition and Kaohsiung 2005
International Invitational Stamp Exhibition,
Chunghwa Post released eight souvenir sheets
(including some round, triangular and oval stamps),
two sets of commemorative stamps and two sets of
commemorative postage stamp labels, as well as
commemorative stamp folios and pictorials. In
addition, along with new stamp releases, the
company published Traditional Chinese Costume
and The Romance of the Three Kingdomsstamp
pictorials and a Mickey Mouse stamp folio. New
merchandise in 2005 included a series of model mail
delivery vehicles, as well as notebooks, CD cases,
photo frames, mouse pads and mobile phone
decorations bearing stamp designs. 

(3) Issuance of New Year's greeting cards and New
Year's greeting postcards with lotto: Catering to the
custom of sending New Year's greetings through the
mail, the company continued its tradition by offering
four New Year's greeting cards and a set of ten New
Year's greeting postcards with lotto.

3. New Philatelic Center

(1) Establishing philatelic centers: Apart from the 12
existing centers (Taipei, Taichung, Kaohsiung,
Hsinchu, Tainan, Chiayi, Hualien, Keelung, Taoyuan,
Sinying, Sanchong and Chungli), in 2005, the post
office opened another philatelic center in Panchiao. 

(2) Expanding the business of the Postal Stamp Mall:
Currently, there are 8 sales outlets around the island,
including Taipei, Taichung, Kaohsiung, Hsinchu,
Tainan, Chiayi, Keelung and Taoyuan stores, which
generate NT$3,350,000 in total revenue a month with
an increase of 27% over the previous year. 

(3) Expanding sales of philatelic products from other
postal administrations: In 2004, Chunghwa Post
started to sell philatelic products from Canada and
Norway, and those countries also began to sell
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(1) 2005 18
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(2) 2005 94

10 7 11

710

5. 

94 4 21 24

2005

6. 94

philatelic products from Chunghwa Post.  In 2005,
the service expanded to include philatelic products
from Singapore. The company is actively in search of
other such partners.

4. Hosting International Stamp Exhibitions:
(1) Hosting Taipei 2005-18th Asian International Stamp

Exhibition: The exhibition was held August 19-24,
2005 on the ground floor of Taipei World Trade
Center. Participating countries included Japan, South
Korea, Hong Kong, Macao, Thailand, Singapore,
Malaysia, the Philippines, Indonesia, Australia, New
Zealand, Bangladesh, Nepal, Georgia, Iran, Pakistan,
Qatar, the United Arab Emirates, Saudi Arabia, South
Africa and Mongolia. The exhibition featured 1,556
frames of exhibits, 12 world-class display cases of
rare stamps and 139 sales booths. Attendance reached
140,000, and revenues NT$140 million.

(2) Kaohsiung 2005 International Invitational Stamp
Exhibition: The exhibition was held October 7-11,
2005 at the Kaohsiung Business Exhibition Center.
The exhibition featured 710 frames of exhibits from
Japan, South Korea, Australia, New Zealand and the
R.O.C.

5. Actively participating in international stamp shows so as
to expand our presence in the international philatelic
community, Chunghwa Post attended the Pacific
Explorer 2005 World Stamp Expo held April 21-24,
2005 in Sydney, Australia. 

6. Showing appreciation for outstanding philatelists,
Chunghwa Post celebrated those who won medals at
international stamp exhibitions during the 2005 Post Day
celebration.

(IX) Research Regarding Postal Products

( )

Project Names
Research Grants

Project Types
(unit: NT$1,000)

SD Sales Driver
SD (Sales Driver) System Suited to the Postal Service

900
Business Policy

Feasibility of Hybrid Mail Service to Offer Electronic Bill Service
200

Business Policy

1,000
Sales Channels Strategy for Postal Life Insurance Administration Policy

Project Names

Co-competition between Electronic and Traditional Mail 

-300kw
Electrical Efficiency of Postal Facilities Review and Analysis of Optimal Electricity Contracts for over 300 Kilowatts

How to Promote Domestic Speedpost Business

10
Others: see (IV) Research and Development in the Business Report on page 10
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II. Employee Information
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94 400

25,300

1. 

2. 89

5

94 220

3. 

4. 

Labor Structure:
The post office operates an array of labor-intensive

services. This is especially the case for mail collection and
delivery. In recent years, the postal business has been
growing rapidly in step with the nation's economic
development, and there has been a need to hire more
employees every year. Yet under the government's policy of
downsizing, the post office has not increased its workforce
since 1997. In 2004, it laid off 400 employees which cut
down the total of employees to 25,300. In order to reduce
labor costs, Chunghwa Post has been aggressively
implementing the following measures:

1. Personnel management flexibility: review and adjust the
number of window personnel assigned to each post
office branch according to actual business volume and
productivity performance in given windows

2. Automated Mail Processing: In order to speed up mail
processing, in 2000 five mail processing centers were
established (Taipei, Taoyuan, Taichung, Tainan and
Kaohsiung). The mail from each center's area first comes
to these centers to be sorted with high performance
sorting machines so as to reduce labor. As a result, 220
employees were laid off in 2004. 

3. Outsourcing: To reduce labor costs, the post office is
making use of postal agencies and actively seeking to
outsource its non-core businesses, such as mail
transportation, mail sorting prior to delivery, mail sorting
prior to dispatching and so on.

4. A Very Lean Management Structure: It is plain to see
from the following chart that the majority of postal
employees are basic level employees involved in sales,
services, operation and distribution. Chunghwa Post has
a very lean management structure. 

Volunteers'
Service
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94 12 31

Dec.31, 2005     Unit: Person

III. Business Responsibilities and
Ethical Behavior

Besides developing and distributing loans according to
government policy, the Chunghwa Post has always taken
very social responsibility very serious, in the elevation of
industry value, and creating a situation mutually beneficial to
the client and employee. Besides giving back to society and
community, we have also contributed greatly to
environmental protection, energy conservation, and the
development of academic culture.

Mail Processing Center
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IV.  IT Equipment

(I) IT hardware and software deployment
1. Mainframe computer in the main computer center (in

Taipei):

The main computer center has a IBM2064-2C3

mainframe computer with three central processor units,

running at 860 MIPS. It has a 10 GB memory and uses

OS/390 V2.9 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 1,321 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 disaster recovery center (in

Taichung):

The disaster recovery center has a IBM2064-2C3

mainframe computer with three central processor units,

running at 860 MIPS. It has a 10 GB memory and uses an

OS/390 V2.9 operating system. According to the needs of the

company, the system is divided into two logical partitions:

partition 1 is used for remote backup as well as for time-

consuming selected printing of historical data and the

simplification of operating procedure reports; partition 2

holds the backup test system in Taichung.

(II) 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.

(III) Emergency backup and safety measures
1. Starting from 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.

(2) Switching WANs over to the disaster recovery center.

(3) Asking control personnel to handle all enquiries at

the counters and ATM transactions.

(4) Resuming operations in Taipei main computer center

after the drill and then reviewing the drill. There are

729 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.

2. The company places great importance on its information

security. Apart from the backup mechanisms mentioned

above, Chunghwa Post has established a security

operations center for its WANs. In addition, its banking

operating system has received a BS-7799 certification. 
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V. Labor / Management Relations
(I) Status of Implementation of Employee

Welfare, Retirement Policies, Labor /
Management Negotiations and Status of
Employee Rights Protection

1. Employee welfare
(1) Company Managed Welfare Measures: sports and

leisure activities, birthday parties, travel subsidies,
and further education courses.

(2) Employee Welfare Committee Managed Welfare:
festival and May Day bonuses, education
supplements for employee offspring and wedding /
birth / funeral supplements.

2. Retirement Policies
Depending on the employment dates and employee status

(civil servant concurrently has a labor status, pure labor
status, etc), 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 as well as labor and
management representatives elected and appointed in
accordance with Article 83 of the Labor standards Law. Six
labor-management meetings were held in 2005 in an effort to
cement employee loyalty, and negotiations involving
compensation , welfare, retirement, severance and pension
were handled in conformity with the rules.

4. Employee Rights Protection Measures
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 harmonize
labor-management relations, the company holds a
cooperation and coordination meeting with the union once a
year (and additional ad hoc meetings when necessary) to deal
with problems regarding the rights of its employees. The
company also 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.

(II) From the most recent fiscal year and ending on
the Annual Report printing date, losses
resulting from labor / management disputes
and possible future disputes, and their
estimated costs and response measures: None

VI. Major contracts 
Valid continuing contracts and coming due in the most

recent fiscal year, technological cooperation contracts,
construction contracts, long-term external loan contracts, and
other contracted client, main component, limitations, and
contract starting dates as of the Annual Report printing date
that would affect the interests of depositors and shareholders:
None

VII. Securitized Products
(I) Financial Assts Securitization: None
(II) Real Estate Securitization: None




