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6F, No. 156, Sec. 3, Min—Sheng East Road, Fax 1# A + 886 (2) 2715 9888
Taipei, 105, Taiwan, R.0.C Internet 444 www.kpmg.com.tw

Independent Auditors’ Report

The Board of Directors
Chunghwa Post Co., Ltd.

We have audited the accompanying balance sheets of Chunghwa Post Co., Ltd. as of December 31, 2004
and 2003, 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 “Rules 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 Chunghwa Post Co., Ltd. as of December 31, 2004 and 2003, 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.

As stated in notes 2 and 3 to financial statements, the financial statements of Chunghwa Post Co., Ltd. are
based on the amounts audited by the Ministry of Audit of the Control Yuan. The accounts of Chunghwa
Post Co., Ltd. as of and for the year ended December 31,2003, 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 2003.

PG

March 31, 2005

The accompanying financial statements are intended only to present the financial position, results of operations and cash flows in
accordance with the accounting principles and practices generally accepted in the Republic of China and not those of any other
jurisdictions. The standards, procedures and practices to audit such financial statements are those generally accepted and applied
in the Republic of China.

KPMG Certified Public Accountants, a Taiwan licensed public accounting
firm, is the Taiwan member firm of KPMG International, a Swiss cooperative.
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CHUNGHWA POST CO., LTD.
Balance Sheets

December 31, 2004 and 2003
(expressed in thousands of New Taiwan dollars)

2003
(accounts examined
2004 by MOA, note 3)
Assets Amount % Amount %
Cash and due from banks (note 4(1)) $ 1,352,577,936 34 1,425,520,320 39
Due from Central Bank (note 4(2)) 1,432,114,799 37 1,445,801,815 39
Bills and securities purchased, net (note 4(3)) 501,577,895 13 231,678,312 6
Receivables, net (notes 4(4) and (6)) 39,097,403 1 37,928,487 1
Prepaid expenses and others 810,145 - 778,262 -
Loans, net (notes 4(5) and (6) and 5) 21,959,259 1 22,453,123 1
Long-term investments, net (note 4(7)) 486,380,172 12 415,287,025 11
Other finance assets (notes 4(8) and (22)) 3,244,408 - 954,804 -
Property and equipment, net (note 4(9)) 77,097,368 2 78,185,822 2
Deferred pension costs and other assets (notes
4(6), (10), (17) and (18)) 5.485.308 - 16,536,257 1
Total assets $ 3920344693 100 3,675.124,227 100
Liabilities and Stockholders’ Equity
Due to banks $ - - 6,110,000 -
Bonds sold under repurchase agreements (note 4(11)) 78,243,512 2 39,903,338 1
Payables (notes 4(12) and (22) and 5) 68,381,074 3 82,666,996 2
Advance collections (note 4(13)) 1,526,241 - 1,352,028 -
Deposits and remittances (note 4(14)) 3341486436 85  3,128,441,000 85
Accrued pension liability (note 4(17)) 5,298,796 - 35,533,655 1
Operation reserves (note 4(15)) 340,049,433 9 308,423,557 9
Other liabilities (note 4(16)) 297.725 - 303,803 -
Total liabilities 3.835.283.217 98 3.602.734,377 98
Stockholders’ equity (note 4(19))
Common stock 40,000,000 1 40,000,000 1
Capital surplus 27,108,530 1 27,108,530 1
Retained earnings
Legal reserve 5,281,320 - 5,281,320 -
Unappropriated earnings 12,671,626 - - -
17,952,946 - 5,281.320 -
Total stockholders’ equity 85,061,476 2 72,389,850 2
Commitments and contingencies (note 7)
Total liabilities and stockholders’ equity $ 3,920,344,693 100 3.675,124,227 100

See accompanying notes to financial statements.



CHUNGHWA POST CO., LTD.

Income Statements

For the years ended December 31, 2004 and 2003

(expressed in thousands of New Taiwan dollars, except earnings per share)

2003
(accounts examined
2004 by MOA, note 3)
Amount % Amount %
Operating revenues:
Postal revenue (note 4(20)) 24,954,053 8 24,669,001 8
Interest income (notes 4(1) and (2)) 62,771,352 21 62,350,404 19
Insurance premiums 112,936,061 37 114,340,323 36
Reversal of premium reserves 88,339,214 29 71,803,757 23
Commission and service fees (note 5) 3,272,490 1 3,249,714 1
Investment income, net (note 4(3)) 12,159,837 4 41,796,925 13
Others 430,999 - 116.459 -
304,864,006 100 318,326,583 100
Operating costs (note 4(17)): ‘
Postal cost 19,859,565 7 19,136,213 6
Interest expenses 36,800,769 12 39,131,692 12
Claims and benefits 89,098,764 29 73,224,336 23
Provisions for unearned premium reserve
and claim reserve 119,965,090 39 121,417,736 38
Others 1,466,031 1 1,553,593 -
267.190.219 88 254,463,570 79
Gross profit 37.673.787 12 63.863.013 21
Operating expenses (note 4(17))
Business expenses 22,967,527 8 40,358,033 13
Administrative expenses 999,374 - 1,064,018 -
Research, development and training expenses 453.877 - 460,325 -
Total expenses 24,420,778 8 41.882.376 13
Operating income 13,253.009 4 21,980,637 8
Nonoperating income 618.477 - 327.147 -
Nonoperating expenses 1,187.162 - 1,182,506 -
Net income before tax 12.684.324 4 21,125,278 8
Income tax expense (note 4(18)) 12,698 - - -
Net income 12,671,626 _4 21,125,278 _8
Before After Before After
income tax income tax income tax income tax
Primary earnings per share (note 4(21)) $3.17 3.17 5.28 .28

See accompanying notes to financial statements.
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CHUNGHWA POST CO., LTD.

Statements of Cash Flows

For the years ended December 31, 2004 and 2003
(expressed in thousands of New Taiwan dollars)

Cash flows from operating activities:
Net income
Adjustments:
Depreciation and amortization
Investment income under equity method
Provision for operating reserve and others
Gain (loss) on sale of long-term investments and property and
equipment
Increase in bills and securities purchased
Decrease (increase) in receivables
Decrease (increase) in prepaid expenses and others
Increase in other finance assets
Increase (decrease) in due to banks
Increase (decrease) in bonds sold under repurchase agreements
Decrease in payables
Increase (decrease) in advance collections
Increase (decrease) in accrued pension liability
Net cash provided by (used in) operating activities
Cash flows from investing activities:
Decrease (increase) in due from Central Bank
Decrease in loans
Increase in long-term investments
Additions to property and equipment
Proceeds from sale of property and equipment
Increase in other assets
Net cash used in investing activities
Cash flows from financing activities:
Increase in deposits and remittances
Increase (decrease) in other liabilities
Prepaid dividends to stockholder
Net cash provided by financing activities
Net decrease in cash and due from banks
Cash and due from banks at beginning of year
Cash and due from banks at end of year
Supplementary disclosures of cash flow information:
Cash paid during the year for interest

Cash paid during the year for income tax

See accompanying notes to financial statements.

2003
(accounts examined
2004 by MOA, note 3)
$ 12,671,626 21,125,278
3,086,014 2,974,855
(1,519) (1,998)
31,702,018 49,620,341
60,074 (5,707,276)
(269,899,583) (29,495,461)
(1,169,934) 17,892,294
(31,883) 1,149,326
(2,289,604) (707,527)
(6,110,000) 3,610,000
38,340,174 (22,559,407)
(14,285,922) (12,306,408)
174,213 (7,026,406)
(18.,780,000) 13,850,000
(226.534.326) 32,417,611
13,687,016 (93,685,805)
418,741 1,255,793
(71,069,290) (51,846,437)
(2,169,014) (3,130,235)
18,472 10,684
(333.340) (915.675)
(59.447.415) (148.311.675)
213,045,436 61,217,556
6,079) 548,304
= (648.715)
213,039,357 61,117,145
(72,942,384) (54,776,919)
1.425,520,320 1,480,297.239
$ 1,352,577,936 1,425,520,320
§ 36,731,541 — 44,922,666
$ 14,316 5



