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Company Store Location

Northern Taiwan

Taipei Daan Service Center

No. 172-3, 172-4, Sec. 2, Jilong Rd., Daan Dist., Taipei
Taipei Vieshow Service Center

No. 20, Songshou Rd., Xinyi Dist., Taipei

Taipei Dinghao Service Center

1F No. 71, Sec. 4, Zhongxiao E. Rd., Daan Dist,, Taipel
Taipei Bade Service Center

No. 34, Sec. 3, Bade Rd., Songshan Dist., Taipei

Taipei Zhongxiao Service Center

Nos. 659, 661, Sec. 5, Zhongxiao E. Rd., Xinyi Dist.,
Taipei

Taipei Minsheng E. Service Center

1F, No.71, Sec. 4, Minsheng E. Rd., Songshan Dist.,
Taipei

Neihu Guangdian Service Center

No. 498, Ruiguang Rd., Neihu Dist., Taipei

Taipei Kunyang Service Center

No.378, Sec. 6, Zhongxiao E. Rd., Nangang Dist., Taipei
Taipei Raohe Service Center

No.697, Sec. 4, Bade Rd., Songshan Dist., Taipei
Taipei Guangfu S. Service Center

No.415-3, Guangfu S. Rd., Xinyi Dist., Taipei

Nanjing Sanmin Service Center

No.84, Sec. 5, Nanjing E. Rd., Songshan Dist., Taipei
Taipei Donghu Service Center

No.129, Donghu Rd., Neihu Dist., Taipei

Taipei Yongji Service Center

No.84, Lane 30, Yongji Rd., Xinyi Dist., Taipel

Taipei Zhangian Service Center

1F, No.38, Sec. 1, Zhongxiao W. Rd., Zhongzheng Dist.,
Taipei

Taipei Ximending Service Center

1F No.12, Emei St., Wanhua Dist,, Taipei

Taipei Nanjing W. Service Center

No. 42, Nanjing W. Rd., Datong Dist., Taipei

Taipei Nanjing E. Service Center

No.204, Sec. 2, Nanjing E. Rd., Zhongshan Dist,, Taipei
Taipei Nongan Service Center

No. 19, Nongan Street, Zhongshan Dist., Taipei

Taipei Tianmu Service Center

1F, No. 11, Tianmu W, Rd., Shilin Dist., Taipei

Taipei Wenlin Service Center

No. 678, Wenlin Rd., Shilin Dist,, Taipei

Danshuei Jhongjheng Service Center

1F, No. 124, Jhongjheng Rd., Danshuel Township, Taipel
County

Taipei Changchun Service Center

No. 374, Changchun Rd., Zhongshan Dist., Taipei

Taipei Hengyang Service Center

No. 55B, Hengyang Rd., Zhongzheng Dist., Taipei
Taipei Jiuquan Service Center

No.100, Jiuguan St., Datong Dist., Taipei

Taipei Minquan W. Service Center

No.141, Minquan W. Rd., Datong Dist., Taipei

Taipei Fuxing N. Service Center

No. 333, Fuxing N. Rd., Songshan Dist., Taipei

Taipei Gongguan Service Center

No. 289, Sec. 3, Roosevelt Rd., Daan Dist., Taipel
Sindian Cijhang Service Center

No.165, Sec. 2, Beisin Rd., Sindian City, Taipei County
Taipei Muzha Service Center

No. 80, Sec. 3, Muzha Rd., Wenshan District, Taipei
Taipei Yongkang Service Center

1F, No.174, Sec. 2, Xinyi Rd., Daan Dist., Taipei
Taipei Sijhih Service Center

No. 206, Jnhongsing Rd., Sijhin City, Taipei

Jilong Yiyi Service Center

No. 38, Yiyi Rd., Jhongjheng Dist., Jiong City
Luodong Singdong Service Center

No. 150, Singdong Rd., Luodong Township, Yilan County
Yilan Jhongshan Il Service Center

No.37, Sec. 3, Jhongshan Rd., Yilan City, Yilan County
Hualien Jhongjheng Service Center

No. 155, Sanmin St., Hualien City, Hualien County
Sindian Jhongjheng Il Service Center

No. 516-1, Jnongjheng Rd., Sindian City, Taipei County
Taipei Muxin Service Center

No. 163, Sec. 3, Muxin Rd., Wenshan Dist., Taipei
Taipei Heping E. Service Center

No. 232, Sec. 1, Heping E. Rd., Daan Dist., Taipei

Head Office
Taichung Branch
Kaohsiung Branch

Taiwan Mobile Customer Service

Taipei Nanchang Service Center
No.107, Sec. 1, Nanchang Rd., Zhongzheng Dist., Taipei

Banciao Minzu Service Center
No. 33, Minzu Rd., Banciao City, Taipei County

Banciao Sinjhan Service Center
No.112, Sec. 1, Wunhua Rd., Banciao City, Taipei County

Banciao Jiangzihcuei Service Center
No. 320, Sec. 2, Wunhua Rd., Banciao City, Taipei County

Banciao Guangian E. Service Center
No. 9, Guangian E. Rd., Banciao City, Taipei County

Banciao Siwei Service Center
No. 233, Siwei Rd., Banciao City, Taipei County

Yonghe Fuhe Service Center
No.137, Fuhe Rd., Yonghe City, Taipei County

Yonghe Jhongjheng Il Service Center
No.320, Jhongjheng Rd., Yonghe City, Taipei

Jhonghe Jhonghe Service Center
1-2F, No. 304, Jhonghe Rd., Jnonghe City, Taipei County

Jhonghe Nanshihjiao Service Center
No. 2, Lane 64, Sec. 1, Singnan Rd., Jhonghe City, Taipei
County

Jhonghe Liancheng Service Center
No.267-1, Liancheng Rd., Jhonghe City, Taipei County

Jhonghe Jhongshan Service Center
No. 44, Sec. 2, Jnongshan Rd., Jhonghe City, Taipei
County

Banciao Fujhong Service Center
No. 56, Fujhong Rd., Banciao City, Taipei County

Sanchong Tomson Service Center
1F-2, No. 2, Lane 609, Jhongsin Rd., Sec. 5, Sanchong
City, Taipei County

Sanchong Tiantai Service Center

1F, No. 102, Sec. 2, Chongsin Rd., Sanchong City, Taipei
County

Taipei Sinjhuang Service Center

1F, No.299, Jhongjheng Rd, Sinjhuang City, Taipei County
Sinjhuang Singfu Il Service Center

No.690, Singfu Rd., Sinjhuang City, Taipei County
Sinjhuang Fuguo Il Service Center

No.41, Fuguo Rd., Sinjhuang City, Taipei County

Taipei Tucheng Service Center

1F, No.261, Yumin Rd., Tucheng City, Taipei County
Taoyuan Bade Service Center

No.807, Sec. 1, Jieshou Rd., Bade City, Taoyuan County
Taoyuan Chenggong Service Center

No. 86, Sec. 2, Chenggong Rd., Taoyuan City, Taoyuan
County

Taoyuan Damiao Service Center

No.142, Jhongiheng Rd., Taoyuan City, Taoyuan County

Taoyuan Baoshan Service Center

No.165, Baoshan St., Taoyuan City, Taoyuan County
Taoyuan Longtan Service Center

No.121, Zhongzheng Rd., Longtan Township, Taoyuan
County

Taipei Sansia Service Center

No. 39, Wunhua Rd., Sansia Township, Taipei County

Jhongli Huanbei Service Center

No. 542, Huanbei Rd., Jhongli City, Taoyuan County
Jhongli Sinsheng Service Center

No. 132, Sinsheng Rd., Jhongli City, Taoyuan County
Yangmei Dacheng Service Center

No. 32, Dacheng Rd., Yangmei Township, Taoyuan County
Jhubei Guangming Service Center

No. 95, Guangming 6th Rd., Jhubei City, Hsinchu County
Hsinchu Jhongjheng Service Center

Nos. 9, 11, Jhongjheng Rd., Hsinchu City

Hsinchu Jhuke Service Center

No. 633, Guangfu Rd., East Dist., Sec. 1, Hsinchu City
Hsinchu Minsheng Service Center

No. 254, Minsheng Rd., East Dist., Hsinchu City
Hsinchu Nanda Service Center

No. 364, Nanda Rd., East Dist., Hsinchu City

Jhongli Jhancian Il Service Center

No. 18, Jhongjheng Rd., Jhongli City, Taoyuan County
Taoyuan Airport Terminal | Service Center

No. 15, Hangjhan S. Rd., Puxin Vilage, Dayuan Township,
Taoyuan County (3F, Departure Hall)

Taoyuan Airport Terminal Il Service Center

No. 9, Hangjhan S. Rd., Dayuan Township, Taoyuan County
(3F, Departure Hall)

(02) 6638-6888
(04) 3600-8888
(07) 8600-999

13F-1, No. 172-1, Sec. 2, Ji-Lung Rd., Da-An Dist., Taipei
9F-1, No. 236, Sec. 2, Wucyuan W. Rd., Nantun Dist., Taichung City
6F-1, No. 91, Jhongshan 2nd Rd., Cianjheng Dist., Kaohsiung City

0809-000-852

Central Taiwan

Jhunan Boai Service Center
No. 142, Boai St., Jhunan Township, Miaoli County

Miaoli Jnongjheng Service Center
No. 501, Jhongjheng Rd., Miaoli City, Miaoli County

Fongyuan Jhongjheng Service Center
No. 448, Jhongiheng Rd., Fongyuan City, Taichung County

Taichung Wunsin Service Center

1F/2F No. 151, Sec. 4, Wunsin Rd, Beitun Dist., Taichung
City

Taichung Zihyou Service Center

1F, No. 43, Sec. 2, Zihyou Rd., Central Dist., Taichung City

Taichung Liming Service Center
No. 436, Sec. 2, Liming Rd., Nantun Dist., Taichung City

Taiping Shusiao Service Center
No.69, Shusiao Rd., Taiping City, Taichung County

Taichung Donghai Service Center
No. 20, Dongyuan Lane, Taichunggang Rd., Longjing
Township, Taichung County

Fongjia Fusing Service Center
No. 338, Fusing Rd., Situn Dist., Taichung City

Taichung Shalu Service Center
No. 124, Shatian Rd., Shalu Township, Taichung County

Taichung Chongde Service Center
No.3, Sec. 2, Chongde Rd., Beitun Dist., Taichung City

Taichung Yongfu Service Center
1F, No.155-1, Yongfu Rd., Situn Dist., Taichung City

Taichung Syueshih Service Center
No. 157, Syueshih Rd., North Dist., Taichung City

Taichung Jhonggang Service Center
No. 7, Sec. 2, Taichung Port Rd., Situn Dist,, Taichung City

Taichung Meicun S. Service Center
1F., No.62, Meicun S. Rd., South Dist., Taichung City

Changhua Jhongjheng Service Center
No. 1, Sec. 1, Jhongiheng Rd., Changhua City, Changhua
County

Changhua Heping Service Center
No 9, Heping Rd., Changhua City, Changhua County

Changhua Sihu Service Center
1F, No.370, Sihuan Rd., Sihu Township, Changhua County

Changhua Yuanlin Service Center
No. 4, Jhongshan S. Rd., Yuanlin Township, Changhua
County

Caotun Jhongjheng Service Center
No. 859, Jhongjheng Rd., Caotun Township, Nantou
County

Nantou Fusing Service Center
1F, No. 207, Fusing Rd., Nantou City, Nantou County

Yunlin Huwei Service Center

1F, No.488-3, Sec. 1, Linsen Rd., Huwei Township, Yunlin
County

Douliou Jhenbei Service Center

Nos. 10, 12, Jhenbei Rd., Douliou City, Yunlin County
Taichung Dali Service Center

No. 361-1, Sec. 2, Jhongsing Rd., Dali City, Taichung
County

Dali Tucheng Service Center

1F, No.486, Tucheng Rd., Dali City, Taichung County
Taichung Situn Service Center

No. 28-1, Sec. 2, Situn Rd., Situn Dist., Taichung City

Southern Taiwan

Chiayi Linsen Service Center
No. 185, Linsen W. Rd., West Dist., Chiayi City

Chiayi Cueiyang Service Center

No. 636, Cueiyang Rd., Chiayi City

Chiayi Puzih Service Center

1F, Nos. 28, 30, Wunhua S. Rd., Puzih City, Chiayi County

Tainan Sinying Service Center

1F, No. 261, Minjhih Rd., Sinying City, Tainan County
Tainan Simen Service Center

No. 357, Sec. 2, Simen Rd., West Central Dist., Tainan City

Tainan Minsheng Service Center
1F, No. 279, Sec. 2, Minsheng Road, West Central Dist.,
Tainan City

Tainan Yongkang Service Center

No.663, Jhonghua Rd., Yongkang City, Tainan County
Tainan Minzu Service Center

No. 55-1, Sec. 2, Minzu Rd., West Central Dist., Tainan

Tainan Haidian Il Service Center
No. 163, Sec. 1, Haidian Rd., Annan District, Tainan City

Tainan Kunshan Service Center
No. 824, Dawan Rd., Yongkang City, Tainan County

Yongkang Jhongshan S. Il Service Center
No. 28-1, Jhongshan S. Rd., Yongkang City, Tainan County

Tainan Yongkang Service Center
No.138-1, Zhonghua Rd., Yongkang City, Tainan County

Tainan Gongyuan Service Center
No. 591-44, Gongyuan Rd., North Dist., Tainan City

Tainan Jhonghua E. Service Center
No. 48, Sec. 3, Jhonghua E. Rd., East Dist,, Tainan

Tainan Rende Service Center
No. 497, Jhongshan Rd., Rende Township, Tainan County

Kaohsiung Lingya Service Center
No. 149, Guangjhou 1st St., Lingya Dist., Kaohsiung City

Kaohsiung Mingcheng Service Center
No. 288, Heti Rd., Sanmin Dist., Kaohsiung City

Kaohsiung Sanduo Service Center
1F, No. 262, Sanduo 3rd Rd., Lingya Dist., Kaohsiung City

Kaohsiung Juemin Service Center
No. 197, Juemin Rd., Sanmin Dist., Kaohsiung City

Kaohsiung Jyudan Service Center

1F, No. 179, Sinjhuangzai Rd., Zuoying Dist., Kaohsiung City
Kaohsiung Wufu Service Center

No. 27, Wufu 3rd Rd., Cianjin District, Kaohsiung City

Gangshan Liouciao E. Service Center
1F, No. 32-5, Liouciao E. Rd., Gangshan Township, Kaoh-
siung County

Kaohsiung Zihyou Service Center
1-2F, No. 123, Zihyou 1st Rd., Sanmin District, Kaohsiung City

Kaohsiung Nanzih Service Center
No. 250, Nanzihsin Rd., Nanzih District, Kaohsiung City

Tainan Jinhua Il Service Center
No.152, Sec. 2, Jinhua Rd., South Dist., Tainan City

Kaohsiung Huarong Service Center
Nos. 339, 341, Huarong Rd., Gushan Dist., Kaohsiung City

Kaohsiung Linsen Service Center
No. 243-1, Linsen 1st Rd., Sinsing Dist., Kaohsiung City

Kaohsiung Sansin Service Center
1F, No. 279, Sanduo 1st Rd., Lingya Dist., Kaohsiung City

Kaohsiung Rongzong Service Center
No.1, Rongzong Rd., Zuoying District, Kaohsiung City

Kaohsiung Fongshan Service Center
No. 148-1~3, Jnongshan Rd., Fongshan City, Kaohsiung
County

Fongshan Wujia Service Center
No0.563~1, Wujia 2nd Rd., Fongshan City, Kaohsiung
County

Pingtung Fusing Service Center

1F, No. 586-3, Zihyou Road, Pingtung City, Pingtung
County

Pingtung Minzu Service Center

No. 174, Minzu Rd., Pingtung City, Pingtung County
Pingtung Donggang Service Center

1F, No. 73, Jhongshan Rd., Donggang Township, Pingtung
County

Taitung Jhonghua Service Center

No. 518, Sec. 1, Jhonghua Rd., Taitung City, Taitung
County

Kaohsiung Rueilong Service Center

No. 564, Rueilong Rd., Cianjhen District, Kaohsiung City
Fongshan Cingnian Il Service Center

No. 474, Sec. 2, Cingnian Rd., Fongshan City, Kaohsiung
County

Kaohsiung Dachang Service Center

No. 516, Dachang 2nd Rd., Sanmin Dist., Kaohsiung City
Kaohsiung Wumiao Service Center

No. 118-8, Wumiao Rd., Lingya Dist., Kaohsiung City
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Letter to Shareholders

Dear Shareholders,

In spite of the global financial crisis and weak domes-
tic private consumption, Taiwan Mobile (“TWM”
or “the Company”) delivered satisfactory results last
year, surpassing its peers in various key performance

indexes.

Outperforming industry peers

In 2009, the Company posted consolidated revenue
of NT$68.47bn, edging down 1% from a year ago. Its
consolidated EBITDA of NT$29.29bn and net in-
come of NT$13.89bn, which translates into earnings
per share of NT$4.66, met 101% and 100% of the

Company’s respective annual targets.

Despite an intensely competitive environment, the
Company managed to outperform its peers because
of double-digit growth rates in its cable and mobile
broadband businesses.

1. Cable broadband

With CATV penetrating most households in Taiwan,
the Company was able to offer premium quality cable
broadband services at a lower price and increase its
ratio of high-speed service subscribers, resulting in a
31% and 44% YoY increase in cable broadband sub-
scriber numbers and service revenue, respectively.
TWM launched digital TV services in 2009, which

are expected to further enhance revenue growth.

2. Mobile broadband

With the popularity of data cards, netbooks and
smartphones, TWM attracted an increasing number
of users to subscribe to data rate plans in addition to
voice services to enjoy more convenient and higher-
speed mobile internet services, thereby boosting its
mobile internet service revenue up 65% from a year

ago.

As the broadband technology evolution continues to

boost transmission speeds and expand multimedia




content, gradually replacing telecom’s traditional focus on
voice-oriented businesses, TWM has accelerated its imple-
mentation of an all IP-based network infrastructure to facili-
tate voice, data and multimedia transmission. This will keep
us from duplicating capex investment as well as enhance the

independence of IP peering.

A role model for corporate governance
and customer satisfaction

1. Enterprise sustainability

Aside from focusing on its core business and protecting
shareholders’ interests, the Company has won wide recogni-
tion domestically and internationally for its commitment to
corporate governance and corporate social responsibility. In
2009, TWM was awarded the “Corporate Governance Asia
Recognition Award” by Corporate Governance Asia for the
third year in a row; received an A+, the highest ranking, and
ranked among the top 10 listed companies in “Transpar-
ency and Information Disclosure” by the Securities and
Futures Institute for the fourth consecutive year; and was
granted the “Environmental Protection Award” from the
Environmental Protection Administration of the Executive
Yuan, the first awardee in the service industry. TWM was
recognized as a role model for companies in Taiwan for its
compliance with the strict rules on corporate governance
and enterprise sustainability development.

2. Customer satisfaction

The Company is committed to creating the best customer
experience by continually introducing innovative products
and services, for which it has won numerous recognitions.
TWM received the “Gold Trusted Brand” from Reader’s Di-
gest for the sixth year in a row and the “Top Service Awards”
from Next Magazine for five times. The Company also
ranked sixth in the “Info tech 100 Taiwan” by Business Next
Magazine, placing it ahead of its telecom peers, and won
the highest recognition in the “Enterprise Internet Service
Satisfaction Survey 2009” conducted by the Institute for

Information Industry.
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Looking to lead digital con- V¥ Cable Broadband

vergence

Unit: NT$mn
Global telecoms companies are now mov-
ing toward the development of TIME - 700 1 7 60%
telecommunications, internet, media and 288 I 1 50%
entertainment. With the completion of 400 - 1 40%
its merger of Taiwan Fixed Network and 300 1 0%
TFN Media (TFNM) in 2007, TWM was 200 1 2%
able to expand its pure mobile business 100 r 1 10%
. . . 0 0%
into the fixed-line and cable markets. In 2008 2009
2009, the Company continued its expan-
sion with the announcement to acquire [ Revenue  —A— Annual growth rate

Kbro’s cable business (pending regula-

tory approval), leapfrogging the competition to become the largest multiple system operator in Taiwan. Through the acquisition,
the Company obtained access not only to the “last mile,” but also content distribution agency rights from TFNM and Kbro. This
should aid TWM in its goal to become the leading company in the TIME digital convergence era.

Challenges ahead

Although the global economy is gradually emerging from the financial crisis, the National Communications Commission’s an-
nouncement of the second round of the mandatory tariff cuts will inevitably weigh on the telecom industry’s operations and reve-
nue. In the face of these challenges, TWM

will continue to focus on businesses with V¥ Mobile Broadband
promising growth potential and offer
richer multimedia content through its )
Unit: NT$mn

consolidated mobile, fixed-line and cable
service platform. TWM aims to provide a 4,000 1 80%
comprehensive digital life to users and to 3,000 | A/ﬁ\‘ 1 60%
create maximum value for its sharehold-

2,000 71 40%
ers.

0 0%
2007 2008 2009
[ Revenue —A— Annual growth rate

Richard Tsai Harvey Chang

Chairman President



Chap. ] Company Highlights

Vision

The Company’s core vision is to provide the best communication experience for its customers. Its aim is to
become a leader in digital convergence, offering integrated information, telecommunication and media ser-
vices to enhance the Company’s value and maximize shareholders’ interests.

Core Competency

The Company has established an expanded platform covering mobile, fixed-line, cable TV and broadband
services. Through integration, the Company is able to provide “Quadruple Play” services that meet the de-

mands of the consumer, household and corporate markets for excellent service and information security.
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Company Profile

Taiwan Mobile Co., Ltd. was incorporated in the Republic
of China (“ROC”) on February 25, 1997, and awarded a
Type | telecom license in the same year. TWM was the first
private telecommunications company to go public and the
first wireless operator to launch 3G services using Wide-
band Code Division Multiple Access (WCDMA) technology.

TWM'’s shares began trading on the ROC’s Over-the-
Counter Securities Exchange in 2000. In 2002, the Com-
pany’s shares were listed on the Taiwan Stock Exchange
(Ticker: 3045) and included in the Taiwan 50 Index and
Morgan Stanley Composite Index.

To expand its operational scale, the Company acquired a
southern regional operator, TransAsia Telecommunications
Inc. (TAT), in July 2001 and a central regional operator,
Mobitai Communications Co., Ltd. (Mobitai), in August
2004, lifting its combined market share to around 30% in
terms of telecom service revenue. In September 2008, TAT
and Mobitai were merged into the Company, marking the
first telecom industry consolidation in Taiwan.

The Company further acquired Taiwan Fixed Network Co.
Ltd. and Taiwan Telecommunication Network Services Co.,
Ltd. in 2007, making it the second-largest internet service
provider (ISP) in Taiwan and allowing it to offer "Quadruple
Play" services — covering mobile, fixed-line, cable TV and
broadband. In 2008, the Company launched three brands
— “Taiwan Mobile”, “TWM Broadband” and “TWM Solution”
—to promote its Quadruple Play services for the consumer,
household and enterprise markets.

The Company launched “new TV” digital TV services in
July 2009. Two months later, TWM announced

the acquisition of Carlyle Group’s cable TV and g &
content agency businesses in Taiwan (pend-
ing regulatory appr), making the Company the
biggest multiple system operator (MSO) in the
domestic market and the leader in the digital
convergence era.

The Company has, for more than 10 years,
won extensive recognition at home and abroad
for its outstanding performance in informa-
tion security management, customer service,
ernance and corporate social
responsibility. It has-been recogniz

A Richard Tsai

the most admired and trusted enterprises in Taiwan.

The Company will continue its brand equity of providing
premium services and enhancing corporate governance
to strengthen its competitiveness in the marketplace and
achieve its goal of becoming the most reliable telecom and
media operator in Taiwan, and create a paradigm for tele-
com and media services in the new era.

Milestones

September 2009 Announced its acquisition of Carlyle Group’s cable
TV business in Taiwan (pending regulatory ap-
proval) to make TWM the leader in the digital con-
vergence era.

August 2009 Introduced TWM's first Android phone - the Sam-
sung Galaxy i7500 - and at the same time, launched
a brand new “match” portal to lead customers into
the mobile internet era.

July 2009 Launched“new TV" digital TV service.

March 2009 Launched TWM's own brand netbook W101.

January 2009 Founded Taipei New Horizons Co., Ltd. (TNH) with
Fubon Land Development Co., Ltd., to develop a
cultural park in the old Songshan Tobacco Plant site
for headquarter use under a 50-year BOT contract
with Taipei City Government.

September 2008 Launched “New Line 299" rate plan, which offers
mobile-to-fixed line rates that are lower than fixed-
to-fixed line calls.

September 2008 Merged TransAsia Telecommunications.

August 2008 Taiwan Fixed Network Co., Ltd. (TFN), a TWM subsid-
iary, merged Taiwan Telecommunication Network
Services Co., Ltd. (TTN).

June 2008 Richard Tsai and Daniel Tsai were elected Chairman
and Vice Chairman, respectively, at the first meeting
of the Fifth Board of Directors.

YERAEEX  QPemrms
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the acquisition of Carlyle Group’s cable TV assets in Taiwan.




April 2008

Acquired Hurray! Times Communications Co. from
Hurray! Holdings in China to facilitate development
of mobile content.

February 2008

Introduced three new brands - Taiwan Mobile, TWM
Broadband and TWM Solution - to provide consum-
ers, households and enterprises with integrated
telecommunication services, including wireless
communication, cable TV and fixed-line services.

December 2007

Acquired full ownership of Taiwan Fixed Network.

December 2007

To simplify its investment structure, TWM subsid-
iary TransAsia Telecommunication merged Mobitai
Communications Co., Ltd.

December 2007

Company'’s capital dropped to NT$38bn after a
capital reduction of NT$12bn.

September 2007

Acquired the Videoland Hunters basketball team
and renamed it Taiwan Mobile Cloud Leopards.

August 2007

Acquired 45% stake in TTN, one of the top three
internet service providers in Taiwan, to expand its
footprint in the corporate market.

April 2007

Acquired 84% stake in TFN, combining telecom-
munications and media businesses to enhance its
competitiveness.

January 2007

Launched 3.5G (HSDPA) service.

December 2006

Became the first in Taiwan to provide BlackBerry
service, the world’s No.1T mobile email solution.

August 2006

Richard Tsai and Daniel Tsai were elected Chairman
and Vice Chairman, respectively, at the tenth meet-
ing of the Fourth Board of Directors.

June 2006

Acquired full ownership of TransAsia Telecommuni-
cations by purchasing the remaining minority stake.

January 2006

Launched a revolutionary rate plan - My Zone -
which allows customers to select one of five zones
as their home zone and enjoy discounted rates
when making calls to off-net people within this des-
ignated zone.

January 2006

Acquired full ownership of Mobitai by purchasing
the remaining minority stake.

May 2005

Became the first in Taiwan to launch 3G services,
heralding the start of a new era in mobile commu-
nications.

November 2004

Joined Bridge Mobile Alliance, the largest mobile
alliance in Asia.

August 2004

Acquired 67% stake in Mobitai, increasing its sub-
scriber base to 8.2 million.

July 2003

Harvey Chang was appointed President at the 15th
meeting of the Third Board of Directors.

July 2003

Daniel Tsai and Richard Tsai were elected Chair-
man and Vice Chairman, respectively, at the second
meeting of the Third Board of Managing Directors.

June 2003

Taiwan Telecom Group's operating model was dis-
continued.

August 2002

Moved from the OTC exchange to the Taiwan Stock
Exchange’s mainboard.

May 2002

C. S. Chen was appointed President at the second
meeting of the Third Board of Directors.

May 2002

Set up Taiwan Telecom Group to centralize admin-
istration of Taiwan Cellular Corp., TFN and other
affiliates. The group was headed by Chairman Jack
T. Sun, Vice Chairman Richard Tsai, CEO Joseph Lee,
COO0 S.T, Chang and CSO Ray-Ying Fan.

April 2002

Jack T. Sun and Joseph Lee were re-elected Chair-
man and Vice Chairman, respectively, at the first
meeting of the Third Board of Directors.

February 2002

Granted 3G license.

July 2001

Teamed up with an affiliate to acquire 95.62% of
TransAsia Telecommunications, boosting its sub-
scriber base to 6.42 million.

November 2000

Ray-Ying Fan was appointed President at the eighth
meeting of the Second Board of Directors.

September 2000

Became the first private telecom operator to start
trading on Taiwan’s Over-the-Counter market.

June 1999

Jack T. Sun and Joseph Lee were re-elected Chair-
man and Vice Chairman, respectively, at the first
meeting of the Second Board of Directors.

January 1998

Started commercial services. Launched mobile
numbers with the “0935" prefix.

December 1997

Became the first nationwide private operator to ob-
tain a GSM 1800 network operating license.

February 1997

Taiwan Cellular Corp. incorporated.

January 1997

Jack T. Sun and Joseph Lee were elected Chairman
and Vice Chairman, respectively, while Lai-Ting Zou
was appointed President at the first meeting of the
First Board of Directors.

May 1996

Preparation for the Company’s incorporation.

A TWM expanded its footprints in the media entertainment
business and announced the launch of digital TV service,
“newTV", leading subscribers into a new digital lifestyle.
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Awards and Recognitions

December 2009

Granted AA1000 and GRIG3 certifications for its
Corporate Social Responsibility Report (2007~2008),
making it the first telecom company whose CSR
report was granted dual credit.

December 2009

Awarded the Gold Prize in the “The Athletics Pro-
moters’ Awards” by the Sports Affairs Council of the
Executive Yuan.

April 2009

Received the “Trusted Brand Gold Award” by Read-
er’s Digest for the sixth consecutive year.

December 2009

Rosie Yu, Vice President, received the “National Man-
ager Excellence Award in Finance” at the Chinese
Professional Management Association’s 27th annual
awards. She was the sole awardee in the telecom
industry.

March 2009

Awarded for “Excellence in Corporate Social Re-
sponsibility” by CommonWealth magazine for the
third year in a row.

November 2009

Won the “R.0.C. Enterprises Environmental Pro-
tection Award” by the Environmental Protection
Administration of the Executive Yuan. TWM was the
first enterprise in the service sector to be granted
this national award.

February 2009

Won seven commendations from the National Com-
munications Commission of the Executive Yuan -
the most among its peers - for its work on bridging
the digital gap in remote areas.

November 2009

Harvey Chang, President and CEO, was recognized
as the “Benchmark Entrepreneur of the Year” by
Ernst & Young, Taiwan's “Entrepreneur of the Year
2009 Taiwan Awards.”

December 2008

James Chang, Vice President, received the “National
Manager Excellence Award in Information Technol-
ogy” from the 26th Chinese Professional Manage-
ment Association Awards. He was the sole awardee
in the telecom industry.

October 2009

Awarded two prizes in Next Magazine’s “2009 Top
Service Awards,” placing 2nd in mobile/fixed-line
communications and 3rd in 3C store channels. For
the second year in a row, TWM was the only double
winner in the telecom industry.

November 2008

Harvey Chang, President and CEO, was recognized
for his outstanding contributions in corporate gov-
ernance by the CFA Association of Taiwan.

November 2008

TWM'’s myfone e-store won an “e-21 Golden Website
Award” in the large enterprise sector from the Min-
istry of Economic Affairs of the Executive Yuan.

September 2009

TWM Solution received the highest rating in an on-
line satisfaction survey on corporations conducted
by Foreseeing Innovative New Digiservices (FIND)
of the Institute for Information Industry.

July 2009

Received an “A+" ranking and ranked as one of the
top 10 listed companies in “Transparency and Infor-
mation Disclosure” from the Securities and Futures
Institute for the fourth year in a row.

November 2008

Awarded two prizes by Next Magazine in its “2008
Top Service Awards,” placing 2nd in mobile/fixed-
line communications and 3rd in 3C store channels.
TWM was the only double winner and the first tele-
communications company to win in the 3C store
channels category.

November 2008

TWM and TWM Foundation won the 9th WenXin
Gold Award by the Council of Cultural Affairs of the
Executive Yuan.

June 2009

Ranked 6th in the “Info Tech 100 Taiwan” by Business
Next Magazine, putting it ahead of its telecom rivals.

June 2009

Received the “Corporate Governance Asia Recogni-
tion Award” in the Asia-Pacific region by Corporate
Governance Asia for the third year in a row.

July 2008

Received an “A+" ranking and ranked as one of the
top 10 listed companies in “Transparency and Infor-
mation Disclosure” from the Securities and Futures
Institute for the third year in a row.

June 2008

Won the highest customer satisfaction rating
among peers in a survey released by the Consum-
ers’' Foundation in 2008.

April 2008

Received the “Trusted Brand Gold Award” by Read-
er’s Digest for the fifth year in a row.

March 2008

Ranked among Taiwan’s Top 10 in The Wall Street
Journal’s “Asia’s 200 Most Admired Companies” TWM
was the sole telecom awardee.

March 2008

Awarded for “Excellence in Corporate Social Respon-
sibility” by CommonWealth magazine for the second
year in a row.

August 2007

Received the “Happy Worker - Best Employer
Award” in Taiwan and Asia by Cheers magazine in
its 2nd annual survey. TWM was the sole telecom
awardee.

July 2007

Received an “A+" ranking and ranked as one of the
top 10 listed companies in “Transparency & Infor-
i i " from the Securities and Futures

Institute for the second yearin-arow.




May 2007

Won the “Corporate Social Responsibility Award -
Service Sector Category” at Global Views Monthly’s
third annual awards.

April 2007

Received the “Trusted Brand Gold Award” by Read-
er’s Digest for the fourth year in a row.

April 2007

Received the “2007 Information Security Contribu-
tion Award” by iSecuTech magazine and the Execu-
tive Yuan's Research, Development and Evaluation
Commission for its outstanding contributions in the
field of information security. TWM was the sole tele-
com awardee.

March 2007

Awarded for “Excellence in Corporate Social Respon-
sibility” and ranked No.1 in corporate governance
sector by CommonWealth magazine.

March 2007

Received “CG6002 certification” from the Corporate
Governance Association for the second year in a
row.

November 2006

Harvey Chang, President and CEO, received the “Best
Social Responsibility Award - Corporate Category”
and the “Outstanding Management Award” during
the Fourth Taiwan Business Awards, marking the
first time that a company received multiple awards
at the annual event.

September 2006

Ranked No. 1 by Euromoney for “Best Corporate
Governance in Taiwan” - the second time TWM re-
ceived such recognition.

July 2006

TWM and TWM Foundation won the 8th WenXin
Gold and Silver awards from the Council of Cultural
Affairs of the Executive Yuan in recognition of the
Company’s contribution to local cultural affairs.

June 2006

Received an “A+" ranking and ranked as one of the
top 10 listed companies in “Transparency and Infor-
mation Disclosure” from the Securities and Futures
Institute.

May 2006

Won distinctions for “Best Managed Company,”“Best
Corporate Governance” and “Best Commitment to
Strong Dividends” by Finance Asia’s “Taiwan’s Best
Managed Companies Poll.”

April 2006

Received the "Gold Trusted Brand Award” by Read-
er’s Digest for the third year in a row.

February 2006

Received the first CG6001 certification from the Cor-
porate Governance Association.

January 2006

TWM and its subsidiary, Taiwan Teleservices & Tech-
nologies, obtained the first worldwide 1SO 27001
Information Security Management System certi-
fication. Also received certifications from the UK,
Sweden and Norway, demonstrating the Company’s
commitment to providing information security.

November 2005

Led Taiwan’s delegation in participating in the first
World Cyber Game Mobile Tournament and won
one gold and one silver medal. Also placed first and
second in the first Asia Mobile Tournament held by
SingTel.

October 2005

"

Awarded “2005 Most Admired Company in Taiwan
by CommonWealth magazine and ranked No.1 in
Taiwan'’s telecommunications services sector.

October 2005

Awarded “2005 Excellent Service Award” by Global
Views Monthly and ranked No.1 in Taiwan’s telecom-
munications services sector.

May 2005

Awarded the “Corporate Social Responsibility
Award” by Global Views Monthly and ranked No.1 in
Taiwan's service sector.

April 2005

Awarded the “Gold Trusted Brand Award” by Read-
er’s Digest for the second year in a row.

October 2004

Awarded the “Best Customer Service — Mobile Tele-
com Operator in Taiwan” by Next Magazine.

September 2004

Ranked No. 1 by Euromoney for “Best Corporate
Governance in Taiwan.”

July 2004

Ranked No. 1 by Institutional Investor for “Most Im-
proved Corporate Governance.”

June 2004

Ranked No. 1 by the Directorate-General of Tele-
communications among telecom companies in
managing and protecting personal information and
privacy.

April 2004

Received the “Trusted Brand Gold Award” by Read-
er’s Digest.

December 2003

Ranked No. 1 and No. 2 by Asiamoney for “Most Im-
proved Corporate Governance” and “Most Improved
Investor Relations,” respectively.

January 2002

Ranked as the most desirable brand among tele-
com operators in Taiwan by Breakthrough Marketing
magazine.

December 2001

Ranked as one of the top 10 companies in Taiwan
by Far Eastern Economic Review magazine.

October 2001

Voted by mobile subscribers as the “Best Mobile
Service Provider” in Taiwan in a poll conducted by
the Institute for Information Industry.

September 2001

Ranked the 7th largest mobile operator in Asia Pa-
cific by Asia Pacific Mobile Analyst.

January 2001

Selected by Asiamoney magazine’s poll as the “Best
New Taiwan Listed Company.”

March 2000

Network engineering management accredited with
1SO 9002 certification.

December 1999

Rated “excellent” by the Directorate-General of Tele-
communications for service quality, based on three
criteria — downtime, blocking rate and coverage in
tunnel.

—

July 1999

Customer service system granted ISO 9002 certifica-
tion.
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2 Organization

Corporate
Support

Internal Audit Office

Legal Office

Auditing of the Company and its subsidiaries
Monitoring and examination of the effectiveness and efficiency of the Company’s
internal control system

Legal counsel
Company litigation
Legal document review

Regulatory & Carrier Rela-
tions Division

Regulatory matters, government relations and inter-carrier relations

Public Affairs Division

Maintenance and management of corporate image
Media communication, news agenda setting and crisis management
Planning and execution of corporate social responsibility strategies

Procurement & Logistics
Division

Procurement policy and system planning
Handling of procurement-related activities
Suppliers evaluation and management
Contract negotiation and signing

Administrative Division

Office machinery and equipment management
General and administrative affairs coordination
Base station administration and related expense payments

Human Resources Division

Staffing, compensation, training and employee relations coordination

Occupational Safety &
Health Office

Occupational safety and health management
Site area safety management

Environmental protection management
Workplace health promotion

Customer Management
Solutions Division

Front-end customer management solutions

Channel services, commission, and performance solutions
Order management system solutions

Enterprise management information systems

Billing Solutions Division

Billing system operation and development

Enterprise Management
Solutions Division

Data warehouse, customer relations management and network management solu-
tions

Program Planning & Infra-
structure Division

Systems and network infrastructure construction and operation management
Security and internet data center (IDC) construction and operation

Enterprise Architecture &
Service Solutions Division

Enterprise IT architecture
TWM’s customer care application systems
Enterprise resource planning (ERP) and human resource solutions

Call Center Solutions Divi-
sion

Call center infrastructure and operation management solutions

Application Systems Divi-
sion

Corporate external website and e-commerce systems

Service-oriented architecture and enterprise service bus system (SOA/ESB)
Fixed network application systems and IT infrastructure

Integrated intranet working portal

Enterprise Business Infor-
mation Systems Division

Enterprise business sales and billing systems operation and development

Finance
Group

Finance Division

Treasury management
Monitoring of investments and subsidiaries’ business activities
Finance-related project evaluation, planning and execution

Investor Relations Division

Timely disclosure of the Company’s operating and financial status, management
strategy, future business plans and developments to investors
Communication between the Company and investors

Billing Management Divi-
sion

Billing, receivables collection and settlement
Credit check and risk management

Accounting Division

Accounting-related affairs
Tax planning and execution

Secretarial Division

Corporate share registrar management
Company seal custodian
Transmit/receive corporate documents
Corporate registration affairs

Operation Analysis Division

BU operating performance analysis, financial forecasting and annual budget
review




Techno-
logy Group

Consumer
Business
Group

Home
Business
Group

Enterprise
Business
Group

Systems Design Division

Network Engineering Division

Network Assurance & Technical
Support Division

Network Management Division

Network Operations and
Maintenance - North I, North Il,
Central and Southern Regions

Customer Service Division

Channel Strategy and
Management Office

Open Channel Sales Division

Franchise Division

Direct Store Division

Quality Management Division

Brand Management & Customer
Communication Division

Business Operations Manage-
ment Division

Loyalty & VAS Marketing Divi-
sion

Customer Acquisition & Terminal
Marketing Division

Prepaid Business Division

Value-added Services (VAS)
Business Division

Product Technology Division

Planning and design for core, radio, IP and transmission network system of mobile and fixed network
Development of new technologies and verification testing of network elements

Mobile telecom and fixed network business infrastructure budget, control and management

Supervision of outsourced engineering and construction projects

Management of cables and conduits in government agencies

Fixed network service management, project evaluation and coordination

Inter-communication between different divisions within Technology Group and assistance on SD (System Design
Team) for developing next generation technologies

Mobile network technical support
Fixed network technical support

IP based network technical support
Network quality assurance

24-hour supervision of mobile and fixed system network operation and maintenance
Technical support for network operations and customer issues
Management of network quality and critical events

2G/3G network construction, expansion, operation, maintenance and optimization, including core,
transmission and radio networks
Fixed network construction, expansion, operation, maintenance and optimization

Customer service and call center management
Telemarketing sales and retention

Channel strategy planning and performance management
Sales planning and store management
Training and point-of-sale system administration

Open channel development and business execution

Supervision of franchisees’ product promotion, distribution and customer service
Product sales and customer service at company stores

Cross-function business process improvement and management

Customer service quality measurement and monitoring; hosting service quality committee

Information security policy making and procedure maintenance; hosting information security management system
committee

Management of brand identity, strategic development, integrated marketing communication, and implementation of
ad campaigns

Execution of store signage/interior design and cost control

Company websites integration and operation, e-marketing implementation, including on-line sales and services

Front-end sales/service operation process planning and implementation
Back-end resource management and channel performance award management
Sales channel logistics and service fulfillment

Design and implementation of retention strategy

Development and implementation of plans to raise customer loyalty, stimulate usage rate, and lower churn rate
Launch of value-added services marketing campaigns

Customer behavior analysis and market surveys

Strategy development and execution to attract new customers

Strategy implementation to promote and develop customized and promotional handsets, smartphones, netbooks,
data cards and accessories

Rate plan design and marketing

Management of revenue and profit for prepaid cards and calling cards
Development and implementation of product offerings, distribution, marketing communication and sales for prepaid
cards and calling cards

Overall VAS business management and product quality assurance
Business strategy setting, product planning, development and management
Platform integration and device customization

Technical consultation and solution analysis for VAS products and CPE technologies
Solution design, system development and delivery for VAS products and marketing promotion
VAS platform operation, administration and maintenance

Household integrated and innovative digital convergence services, including video (CATV/DTV), broadband internet access (cable modem/FTTx), and

wireless voice

Implementation of integrated technology solutions for development of new products and VAS to increase video and broadband internet access pen-

etration rate and overall revenue

Expansion of two-way optical network to broaden coverage and ensure better internet access quality and stable cable signal

Strategy development and business analysis

Channel development, sales and customer loyalty management

Enterprise ICT integration and bundled products, marketing campaign, operation and execution
Enterprise customer services and billing matters

Inter-carrier relations and international business (including international roaming) plan and implementation
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Board of Directors

The board of directors, acting on behalf of the Company’s shareholders, is charged with the task of supervising the manage-
ment team. The board, elected and approved during the AGM on June 13, 2008, includes four independent directors, which
more than fulfill current regulations requiring public companies to have at least two independent directors. The Audit Com-
mittee, composed entirely of independent directors, replaced the position of supervisors. Information regarding the Com-

pany’s Fifth Board of Directors is detailed below:

Chairman Richard Tsai

Representative of Fu-Chi Venture
Corp.

Vice Chairman Daniel Tsai

Representative of Fu-Chi Venture
Corp

Director Harvey Chang

Representative of TCC Investment
Co., Ltd. (e

Date elected 2008.06.13 | Date elected 2008.06.13 | Date elected 2009.09.19
Term expires 2011.06.12 | Term expires 2011.06.12 | Term expires 2011.06.12
8] Shareholding when elected : Shareholding when elected : Shareholding when elected :
% Shares 4,849,515 Shares 4,849,515 Shares 222,774179
o % 0.128 % 0.128 % 5.861
o Current shareholding : Current shareholding : Current shareholding :
Q Shares 6,387,515 Shares 6,387,515 Shares 222,774,179
2. *91,466,154 96,644,434 *1,526,780
§ % 0.168 % 0.168 % 5.861
o *2.406 *2.543 *0.040
>
Spouse/minor’s shareholdings : Spouse/minor’s shareholdings : Spouse/minor’s shareholdings :
Shares 5,651,663 Shares 8,646,863 Shares
% 0.149% % 0.227% %

Education and experience :
- MBA, Stern School, New York University
- Chairman, Fubon Securities Co., Ltd.

Current position(s) in other companies :

- Vice Chairman, Fubon Financial Holding Co., Ltd.

- Chairman, Fubon Life Assurance Co., Ltd.

- Vice Chairman, Taipei Fubon Commercial Bank Co.,
Ltd.

- Chairman, Taiwan Fixed Network Co., Ltd.

Officer, director, or supervisor is a spouse or
consanguineous within two degrees :

Education and experience :

- LL.B., National Taiwan University

- LL.M., Georgetown University

- Chairman, Fubon Insurance

- Chairman, Fubon Land Development Co., Ltd.

Current position(s) in other companies :

- Chairman, Fubon Financial Holding Co., Ltd.

- Chairman, Taipei Fubon Commercial Bank Co., Ltd.
- Vice Chairman, Taiwan Fixed Network Co., Ltd.

Officer, director, or supervisor is a spouse or
consanguineous within two degrees :

Education and experience :

- MBA, Wharton School, University of Pennsylvania

- Senior Vice President, Trust and Foreign departments
of Chiao Tung Bank

- Founding President of Grand Cathay Securities Corp.

- President, China Development Corp.

- Chairman, China Securities Investment Trust Corp.

- Vice Chairman, KG Telecommunications Co., Ltd.

- Senior Vice President and Chief Financial Officer,
Taiwan Semiconductor Manufacturing Co., Ltd.

Current position(s) in other companies :
- President, Taiwan Mobile Co., Ltd.

Title Vice Chairman Title Chairman - Director and President, Taiwan Fixed Network Co.,
Name Daniel Tsai Name Richard Tsai Ltd.
Relationship Brother Relationship Brother | - Chairman, Taiwan Teleservices & Technologies Co.,

\

Ltd.

- Director and President, Taiwan Cellular Co., Ltd.

- Director and President, TCC Investment Co., Ltd.

- Director, Taiwan Super Basketball Co., Ltd.

- Director, TFN Media Co., Ltd.

- Director, Union Cable TV Co., Ltd.

- Director, Yeong lJia Leh Cable TV Co., Ltd.

- Director, Phoenix Cable TV Co., Ltd.

- Director, Globalview Cable TV Co., Ltd.

- Director, Taipei New Horizons Co., Ltd.

- Director and President, Wealth Media Technology
Co., Ltd.

- Chairman, TWM Communications (Beijing) Co., Ltd.

- Chairman, IC Broadcasting Co., Ltd.

- Chairman, Taiwan Fund Inc.

- Director, CX Technology Corp.

- Independent Director, Lite-on Technology Corp.

Officer, director, or supervisor is a spouse or
consanguineous within two degrees :
Title - Name - Relationship -




Director Vivien Hsu

Representative of TCC Investment
co Ltd (Note 1)

Date elected 2009.09.19
Term expires 2011.06.12
Shareholding when elected :
Shares 222,774,179
% 5.861
Current shareholding :
Shares 222,774,179
*None
% 5.861
*None

Spouse/minor’s shareholdings :
Shares
%

Educatlon and experience :
MBA, University of New South Wales, Australia

- MBA, National Chengchi University

- Executive Vice President and Chief Financial Officer,
KG Telecommunications Co., Ltd.

- President and CEQ, Lambda Net Co.

- President and CEO, KGEx.com Co.

- President and CEOQ, KG Satellite Communication Co.,
Ltd.

- Chief Financial Officer, Cathay Financial Holding Co.

- Senior Vice President and Chief of Staff, Taiwan
Mobile Co., Ltd.

- Chairman, Taiwan Tele-Shop Co., Ltd.

- Senior Consultant and Acting President, Taiwan
Fixed Network Co., Ltd.

- Chairman, WinTV Broadcasting Co., Ltd.

Current position(s) in other companies :
- SVP & CFO, Taiwan Mobile Co., Ltd.

- Director and President, Taipei New Horizons Co., Ltd.

- Director, Taiwan Fixed Network Co., Ltd.

- Director, Taiwan Cellular Co., Ltd.

- Director, Union Cable TV Co., Ltd.

- Director, Yeong Jia Leh Cable TV Co., Ltd.

- Director, Phoenix Cable TV Co., Ltd.

- Director, Globalview Cable TV Co., Ltd.

- Director, Wealth Media Technology Co., Ltd.
- Supervisor, TFN Media Ltd.

- Supervisor, TCC Investment Co., Ltd.

- Supervisor, WinTV Broadcasting Co., Ltd.

Officer, director, or supervisor is a spouse or
consanguineous within two degrees :
Title
Name
Relationship

—

Director Victor Kung

Representative of Fu-Chi Venture
Corp.

Date elected 2008.06.13
Term expires 2011.06.12
Shareholding when elected :
Shares 4,849,515
% 0.128
Current shareholding :
Shares 6,387,515
*None
% 0.168
*None

Spouse/minor’s shareholdings :
Shares
%

Educatlon and experience :
MA in Economics and MBA in Finance, New York
University

- Executive Vice President, Walden International
Investment Group

- Executive Director, Citicorp Capital Asia Ltd.

- Director of Direct Investments, AIG Investment Corp.

Current position(s) in other companies :

- Director and President, Fubon Financial Holding Co.,
Ltd.

- Director, Fubon Insurance Co., Ltd.

- Director, Taipei Fubon Commercial Bank Co., Ltd.

- Director, Fubon Asset Management Co., Ltd.

- Director, Fubon Bank (HK) Limited

- Director, Fubon Life Insurance Co., Ltd.

- Supervisor, Fubon Asset Management Consulting
Co., Ltd.

- Supervisor, Fubon Financial Holding Venture Capital
Co., Ltd.

- Supervisor, Fubon Multimedia Technology Co., Ltd.

- Supervisor, WinTV Broadcasting Co., Ltd.

Officer, director, or supervisor is a spouse or
consanguineous within two degrees :
Title -
Name -
Relationship -

=

pdependent jack J.T. Huang

Date elected
Term expires

Shareholding when elected :
Shares
%

Current shareholding :
Shares

%

Spouse/minor’s shareholdings :
Shares
%

Education and experience :

- LL.B., National Taiwan University
- LL.M., Northwestern University

- S.J.D., Harvard University

Current position(s) in other companies :

- Partner-in-charge, Jones Day Taipei

- Director, Yulon Motor Co., Ltd.

- Independent Director, WPG Holdings Ltd.

- Independent Director, Systex Corp.

- Independent Director, Chinatrust Financial Holding
Co., Ltd.

Officer, director, or supervisor is a spouse or
consanguineous within two degrees :
Title -
Name -
Relationship -

—
Note T:-Formernstittional direcWTFN%Lmethd., was merged into TCC Investment Co., Ltd. on September 19, 2009

—
—
—
——

2008.06.13
2011.06.12
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Independent J. Carl Hsu

Director

Independent \\ja_| j Yeh

Diependent Tsung-Ming Chung

2008.06.13
2011.06.12

2008.06.13 Date elected

2011.06.12

Date elected 2008.06.13 | Date elected

uoneziuebip g deyd

Term expires

2011.06.12

Shareholding when elected :
Shares
%

Current shareholding :
Shares

%

Spouse/minor’s shareholdings :
Shares
%

Education and experience :

- BBA, National Taiwan University

- MBA, National Chengchi University

- CPA, ROC

- CPA, Connecticut, USA

- Partner, T.N. Soong & Co.

- Instructor, Department of Accounting, National
Chengchi University

Current position(s) in other companies :
- Chairman and CEO, Dynapack Technology Corp.
- Independent Director, Chroma Ate, Inc.

- Director, Far Eastern International Commercial Bank

- Director, Unity Opto Technology Co., Ltd.

Officer, director, or supervisor is a spouse or
consanguineous within two degrees :
Title -

Name

Relationship

Term expires

Shareholding when elected :
Shares
%

Current shareholding :
Shares

%

Spouse/minor’s shareholdings :
Shares
%

Education and experience :

- Department of Architecture, Chung-Yuan Christian
University

- MA and Ph.D. candidate, University of Paris

- EMBA Studies, University of California, Berkeley

- Planner, Council for Economic Planning &
Development under the Executive Yuan

- Managing Director, United Pacific International, Inc.

- President, United Communications

- Managing Director and Vice Chairman, United
Advertising Co.

- Chairman, Carat-United Media Services (Taiwan)
Ltd.

- Chairman, Aegis Media Taiwan

Current position(s) in other companies :
- Chairman of Greater China, Aegis Media

Officer, director, or supervisor is a spouse or
consanguineous within two degrees :
Title -

Name

Relationship

Term expires

Shareholding when elected :
Shares
%

Current shareholding :
Shares

%

Spouse/minor’s shareholdings :
Shares
%

Education and experience :

- BSEE, National Taiwan University

- Ph.D. and MS in Computer Science, UCLA

- Senior executive, AT&T, Bell Labs and Lucent
Technologies Communications Software Group

- Professor, National Tsing Hua University in Taiwan,
Peking University and others

Current position(s) in other companies :
- Professor, Peking University and other universities
- Board member of Rogers Corp., USA

Officer, director, or supervisor is a spouse or
consanguineous within two degrees :
Title -

Name

Relationship

* Personal shareholding




1. Major shareholders of TWM’s institutional investors
As of January 31, 2010
Institutional investor Major shareholders
Fu-Chi Venture Corp. Richard Tsai (50.20%), Mei-Hui Ueng Tsai (49.75%), Cheng Ru Tsai (0.05%)
TCC Investment Co., Ltd. Taiwan Cellular Co., Ltd. (100%)
2. Major shareholders of companies mentioned on the right hand side of the table above
As of January 31, 2010
Company Major shareholders
Taiwan Cellular Co., Ltd. Taiwan Mobile Co., Ltd. (100%)

3. Independence criteria of directors and supervisors

As of January 31, 2010

Over five years
of experience in No. of public com-|
business, finance, panies in which he|
Name legal and/or other Independence criteria (Notes) or she also serves
areas related to as an indepen-
the Company’s dent director
business
1 2 3 4 5 7 8 9 10
Richard Tsai \ \ \
Daniel Tsai \ \ \
Harvey Chang \ Y Y \ Y 1
Vivien Hsu Vv V \ \Y \ \
Victor Kung V Vv V Vv V Vv V Vv
Jack J.T. Huang V Vv \% V V V V Vv Vv Vv \% 3
Tsung-Ming Chung \ \ \ \ \ \ \ Vv V Vv V 1
Wen-Li Yeh \ Vv V Vv \Y V Vv \ V Vv V
J. Carl Hsu \ \ \Y Y \ \Y \ \ \Y \ Vv
"V" denotes meeting the conditions specified above
Criterion 1: Not an employee of the Company or its affiliated companies
Criterion 2: Not a director or supervisor of the Company'’s affiliated companies
Criterion 3: Neither a shareholder that directly or indirectly owns more than 1% of the Company’s outstanding shares, nor one of the Company’s top 10 indi-
vidual shareholders
Criterion 4: Not a spouse or a relative within second degree by affinity, or within five degrees by consanguinity to any person specified in criteria 1 to 3
Criterion 5: Neither a director, supervisor, or employee of an entity that directly and/or indirectly holds more than 5% of the Company's shares, nor one of
the Company's top five shareholders
Criterion 6: Not a director, supervisor, manager, or shareholder owning more than 5% of the outstanding shares of certain companies that have financial or
business relationship with the Company
Criterion 7: Not an owner, partner, director, supervisor, manager, or spouse of any of the aforementioned, of any sole proprietorship, partnership, company, or
institution that provided financial, commercial, legal consultation, and other services to the Company or its affiliates within the past year
Criterion 8: Not a spouse or relative within second degree by affinity to other directors
Criterion 9: Not in contravention of Article 30 of the Company Law

Criterion 10:Not an institutional shareholder or its representative pursuant to Article 27 of the Company Law
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Employee Bonus and Compensation to
Directors and Supervisors

1. Earnings distribution plan according to the
Company’s Articles of Incorporation

According to the Company’s Articles of Incorporation, an-

nual net income after deducting previous years’ losses,

appropriating 10% thereof for legal reserves, and setting

aside special reserves, shall be distributed in the following

order:

1. Dividends and bonuses to preferred stockholders;

2. Maximum of 0.3% as compensation to directors;

3. 1% to 3% as bonuses to employees;

4. Remainder thereafter to be set aside for stock/cash
dividends to shareholders as determined in the annual
shareholders’ meeting.

The board of directors is empowered to decide the alloca-
tion of stock bonuses to employees. Recipients are to in-
clude qualified employees of subsidiaries. Compensation
to specific directors is calculated based on their respective
involvement in the Company’s operations and contribution
to the Company.

2. Earnings distributed as employee bonus and
compensation to directors and supervisors
in the previous year

An employee cash bonus of NT$414,697,375 and com-
pensation to directors of NT$41,469,738, as approved in
the 2009 board of directors’ and shareholders’ meetings,
were duly paid in 2009.

3. 2009 employee bonus and compensation to
directors and supervisors proposal adopted
by the board of directors

1. The board of directors proposed to distribute an em-
ployee cash bonus of NT$374,825,512 and compensa-
tion to directors of NT$37,482,551.

2. Proposed employee stock bonus as a percentage of
retained earnings distributed: None.

3. Pro forma earnings per share after employee bonus and
compensation to directors: NT$4.66. (Equals to EPS,
as employee bonuses and directors’ compensation
were expensed since January 1, 2008)

4, Pro forma earnings per share after employee stock
bonus: NT$4.66. (Equals to EPS, as the Company
distributed employee bonus in the form of cash)

The above-mentioned proposals are subject to BOD and
2010 AGM approval.

4. Compensation to directors and supervisors over the past two years

Unit: NT$
Compensation As a % Compensation Asa % .
Type Year to directors of net profit to supervisors of net profit B
2008 153,186,899 1.00% 1,471,522* 0.01%  15,371,385,543
On a stand-alone
basis
2009 150,669,456 1.08% NA NA  13,888,862,693
2008 157,837,315 1.03% 1,471,522* 0.01%  15,382,248,644
On a consoli-
dated basis
2009 152,591,867 1.10% NA NA  13,890,516,183

*Compensation paid from January to June 2008 before supervisors were replaced by the Audit Committee.




S. Compensation to managers over the past two years

Unit: NT$
Compensation to . ]
Type Year As a % of net profit Net profit
managers
2008 269,733,515 1.75% 15,371,385,543
On a stand-alone basis
2009 267,370,076 1.93% 13,888,862,693
2008 279,305,499 1.82% 15,382,248,644
On a consolidated basis
2009 279,175,395 2.01% 13,890,516,183

6. Compensation to directors, supervisors and
managers

Guiding principles for compensation to directors and su-
pervisors:

1. Remuneration policies, standards and package

(1) The Board is authorized to decide the remuneration
for the Chairman and Vice Chairman, but this should
not be higher than the remuneration payable to the
CEO of the Company.

(2) Directors and supervisors are paid according to the
resolution of earnings distribution approved at the
annual general shareholders’ meeting. The remu-
neration or other equivalent allowance for directors
and supervisors are based on their involvement in
the Company’s operations and contribution to the
Company, the “Rules for Setting Director’s Remu-
neration” and industry norm.

(8) Transportation allowances are paid quarterly based
on attendance in board meetings and for services
rendered as members of the Corporate Governance
Committee and Audit Committee

2. Procedure for setting remuneration

(1) In accordance with the Company’s Articles of Incor-

poration, compensation to directors and supervisors
shall not exceed 0.3% of the Company’s annual net
income after deducting previous years’ losses, ap-
propriating 10% thereof for legal reserves, and set-
ting aside special reserves.

(2) Transportation allowances are subject to discus-

sion and assessment by the Corporate Governance
Committee, and then forwarded to the Board for ap-
proval.

3. Performance factor

Compensation to each director or supervisor is assessed

based on his/her contribution to the operation of the Com-

pany and the Board. The Corporate Governance Commit-

tee and the Board review the compensation mechanism
periodically, taking the Company’s future operating risks
into consideration.
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1. Compensation to directors

Title Chairman Vice Chairman Director Director
Richard Tsai, | Daniel Tsai, |l2/VeY Chang,| Vivien Hsu,
Representa Representa Representative [ Representative
Name . P oL P . | of TCC Invest- | of TCC Invest-
tive of Fu-Chi | tive of Fu-Chi
Venture Cor Venture Cor ment Co., Ltd. [ ment Co., Ltd.
P- - (Note 1) (Note 1)
Cash compensa- Stand-alone B B - -
tion (A) Consolidated - - - -
Retirement pay Stand-alone B B B B
. , ®) Consolidated - - - -
Director’s
compensation Earnings paid as Stand-alone 5,407,970 4,055,977 2,703,984 4,055,977
compensation to
directors (C) Consolidated 5,407,970 4,055,977 2,703,984 4,055,977
Professional fee Stand-alone 210,000 120,000 140,000 340,000
0 Consolidated 369,000 261,000 398,000 340,000
Stand-alone 0.04% 0.03% 0.02% 0.02%
A+B+C+D as % of net profit
Consolidated 0.04% 0.03% 0.02% 0.02%

Total employee
compensation

Performance-
based salary (E)

Retirement pay
of employees (F)

Earnings paid as
bonus to em-
ployees (G)

Employee stock
option granted

H)

A+B+C+D+E+F+G+H as % of net

profit

Stand-alone

Consolidated

Stand-alone

Consolidated

Stand-alone

Consolidated

Stand-alone

Consolidated

Stand-alone

Consolidated

Cash bonus
Stock bonus
Cash bonus

Stock bonus

Compensation from investees other than subsidiaries

Other allowances




Unit: NT$

Director Inde.pendent Inde.pendent Inde.pendent Inde_pendent Director Director
Director Director Director Director
VictorKung, Benny Cher\, Howard Lir.1,
Representa- Jack J.T. Tsung-Ming . Repr.esenta.tlve Repr.esenta'tlve
tive of Fu-Chi Huang Ghung Wen-Li Yeh J. Carl Hsu |of Taiwan Fixed|of Taiwan Fixed Total
T G Network Co., | Network Co.,
Ltd. (Note 2) Ltd. (Note2)
- - - - - 1,032,000 - 1,032,000
2,703,984 4,055,977 4,055,977 4,055,977 4,055,977 1,841,372 1,841,372 37,482,551
2,703,984 4,055,977 4,055,977 4,055,977 4,055,977 1,841,372 1,841,372 37,482,551
120,000 340,000 380,000 320,000 320,000 120,000 120,000 2,330,000
120,000 340,000 380,000 320,000 320,000 120,000 120,000 3,092,000
0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.01% 0.29%
0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.01% 0.30%
84,638,726
84,767,128
216,000
216,000
26,002,188
26,002,188
1.08%
1.10%
None
2,242,476

Note 1: Former institutional director, TEN Investment Co., Ltd., was merged into TCC Investment Co., Ltd. on September 19, 2009.
2: The representative of Taiwan Fixed Network Co., Ltd. was discharged as director on September 18, 2009 following the transfer of more than half of

TEN's shares in the Company.
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2. Range of compensation to directors
Since no net loss was reported for two consecutive years and none of the directors’ holding fell below requirements for
three consecutive months in the most recent year, the Company will distribute compensation to directors as follows:

uoneziuebip g 'deyd

Name of directors

Range of compensation Director’s compensation Director’s compensation +
to directors Total employee compensation
On a stand-alone On a consolidated On a stand-alone On a consolidated
basis basis basis basis

Richard Tsai, Daniel Tsai, ' Richard Tsai, Daniel Tsai,

Harvey Chang, Vivien Harvey Chang, Vivien Victor Kung, Benny Victor Kung, Benny
NT$0~NT$1,999.999 Hsu, Victor Kung, Benny ' Hsu, Victor Kung, Benny ' Chen, Howard Lin Chen, Howard Lin
Chen, Howard Lin Chen, Howard Lin

Jack J.T. Huang, Tsung-  Jack J.T. Huang, Tsung-  Jack J.T. Huang, Tsung-  Jack J.T. Huang, Tsung-
Ming Chung, Wen-Li Ming Chung, Wen-Li Ming Chung, Wen-Li Ming Chung, Wen-Li

Yeh, J. Carl Hsu, Taiwan  Yeh, J. Carl Hsu, Taiwan  Yeh, J. Carl Hsu, Taiwan  Yeh, J. Carl Hsu, Taiwan
Fixed Network Co., Ltd. = Fixed Network Co., Ltd. = Fixed Network Co., Ltd.  Fixed Network Co., Ltd.

NT$2,000,000~NT$4,999,999

NT$5,000,000~NT$9,999,999 TCC Investment Co., Ltd. TCC Investment Co., Ltd. TCC Investment Co., Ltd. TCC Investment Co., Ltd.

NT$10,000,000~NT$14,999,999  Fu-Chi Venture Corp. Fu-Chi Venture Corp. Fu-Chi Venture Corp. Fu-Chi Venture Corp.

Richard Tsai, Daniel Tsai, Richard Tsai, Daniel Tsai
NT$15,000,000~NT$29,999.999 - ) ichard Tsai, Daniel Tsai, = Richard Tsai, Daniel Tsai,

Vivien Hsu Vivien Hsu
NT$30,000,000~NT$49,999,999 - - - -
NT$50,000,000~NT$99,999,999 - - Harvey Chang Harvey Chang
NT$100,000,000 and above - - - =
3. Compensation to supervisors:
Not applicable
4. Compensation to managers
Guiding principles for compensation to the president and (2) Performance bonuses are determined based on the
vice presidents are as follows: president’s or the vice presidents’ contribution to the
Company and the results of an annual performance
(1) Compensation to the president and vice presidents appraisal.
comprises a fixed monthly salary and performance (3) The Human Resources Department is tasked with
bonus. preparing the annual compensation to the president

and vice presidents and submitting a report to the
independent directors of the Corporate Governance
Committee.



Unit: NT$

President and Chief Executive Officer, Harvey Chang; Chief Operating Officer of
the Consumer Business Group, Cliff Lai; Chief Operating Officer of the Enter-
prise Business Group, George C. Chou; Chief Technology Officer and Chief

. . . L . . Resigned
Operating Officer of Home Business Group, James Jeng; Chief Financial Offi- m::lagneis y
cer, Vivien Hsu; Vice President, C.A. Chuang; Vice President, Ariel Hwang; Vice Manag ors
Title and name | President, Jay Hong; Vice President, H.S. Wang; Vice President, Andrew Wong; transfgrre d Total
Vice President, James Chang ;Vice President, Ruth Liaw; Vice President, Rosie to affiliated
Yu; Vice President, Techi Juan; Vice President, Egon Chen; Vice President, companies
Chien Chen; Deputy Chief Operating Officer of the Consumer Business Group, P
Jeff Ku; Vice President, Sean Hsieh; Vice President, Jerry Chu; Vice President,
Paul Huang; Vice President, Simon Wang; Vice President, Joseph Yang
Stand-alone 105,877,607 17,300,813 123,178,420
Salary (A)
Consolidated 111,327,607 19,059,146 130,386,753
. Stand-alone 2,097,000 153,000 2,250,000
Pension (B)
(Note 1) .
Consolidated 2,268,000 216,000 2,484,000
Stand-alone 74,578,654 4,694,571 79,273,225
Performance-
based salary (C) .
Consolidated 77,716,640 5,919,571 83,636,211
Cash 62,668,431 - 62,668,431
Stand-alone
. Stock - - -
Employee profit
sharing (D)
Cash 62,668,431 - 62,668,431
Consolidated
Stock - - -
Stand-alone 1.77% 0.16% 1.93%
A+B+C+Dasa %
of net profit i
Consolidated 1.83% 0.18% 2.01%
Stand-alone - - -
Employee stock
options .
Consolidated - - -
Compensation from investees other than ) i )
subsidiaries
Stand-alone 3,065,691 1,072,326 4,138,017
Other allowances
Consolidated 4,447,392 1,072,326 5,519,718

Note 1: The Company's contribution to employee’s pension account, not actual amount paid.

Names of managers and their employee bonus distribution were the same as the table above.
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Range of compensation to managers

Range of compensation
to management

Name of senior management

2009

On a stand-alone basis

On a consolidated basis

NT$0~NT$1,999,999

NT$2,000,000~NT$4,999,999

NT$5,000,000~NT$9,999,999

NT$10,000,000~NT$14,999,999

NT$15,000,000~NT$29,999,999

NT$30,000,000~NT$49,999,999

NT$50,000,000~NT$99,999,999

NT$100,000,000 and above

Total

Vice President, Joseph Yang

Chief Technology Officer and Chief Operating
Officer of the Home Business Group, James Jeng;
Former Chief Technology Officer, Frank Lin; Former
Chief Strategy Officer, Dr. JC Dorng; Deputy

Chief Operating Officer of the Consumer Busi-
ness Group, Jeff Ku; Vice President, Rosie Yu; Vice
President, C.A. Chuang; Vice President, Ruth Liaw;
Vice President, Ariel Hwang; Vice President, Simon
Wang; Vice President, Jerry Chu; Vice President,
Egon Chen; Vice President, Chien Chen; Vice
President, Techi Juan; Vice President, Jay Hong;
Vice President, Andrew Wong; Vice President, H.S.
Wang; Vice President, Paul Huang; Vice President,
Sean Hsieh; Former Vice President, D.S. Chiou

Chief Operating Officer of the Consumer Business
Group, Cliff Lai; Chief Operating Officer of the
Enterprise Business Group, George C. Chou; Vice
President, James Chang

Chief Financial Officer, Vivien Hsu

President and Chief Executive Officer, Harvey Chang

25

Former Chief Strategy Officer, Dr. JC Dorng;
Deputy Chief Operating Officer of the Consumer
Business Group, Jeff Ku; Former Chief Technol-
ogy Officer, Frank Lin; Vice President, Rosie Yu;
Vice President, C.A. Chuang; Vice President,
Ruth Liaw; Vice President, Ariel Hwang; Vice
President, Simon Wang; Vice President, Jerry
Chu; Vice President, Egon Chen; Vice President,
Chien Chen; Vice President, Techi Juan; Vice
President, Jay Hong; Vice President, Andrew
Wong; Vice President, H.S. Wang; Vice President,
Paul Huang; Vice President, Sean Hsieh; Vice
President, Joseph Yang; Former Vice President,
D.S. Chiou

Chief Operating Officer of the Consumer Busi-
ness Group, Cliff Lai; Chief Technology Officer
and Chief Operating Officer of the Home Busi-
ness Group, James Jeng; Chief Operating Officer
of the Enterprise Business Group, George C.
Chou; Vice President, James Chang

Chief Financial Officer, Vivien Hsu

President and Chief Executive Officer, Harvey
Chang

25

Note: Compensation paid to managers in the above table was based on tenure. Compensation paid to managers who also served as directors is detailed in

the “Compensation to directors” table.

7. Accounting treatment for the deviation between estimated and actual distribution amount of em-
ployee bonus and compensation to directors and supervisors

Should there be a significant adjustment on the distribution amount approved by the Board from the previous accrued esti-

mation after year-end, the accrued amount should be revised accordingly. But should there be another change in the amount

approved at the annual shareholders’ meeting, the adjustment should be treated as a “change in accounting estimation” i.e.
i e from the BOD resolution should be booked in the year the AGM was held.




Management Team

Corporate Support

Corporate Support provides vital support and assistance to management and workers alike, focusing on

improving operational work flow and execution, as well as adapting to changes in the market.
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>
C@ President and Chief Executive Officer Ha rvey Cha ng

Effective date 2003.09.08
Shareholding / % 1,526,780
Spouse/minor’s

shareholding / % 0.040

Education and experience :

- MBA, Wharton School, University of
Pennsylvania

- Senior Vice President, Chiao Tung Bank's
Trust and Foreign departments

- Founding President of Grand Cathay
Securities Corp.

- President, China Development Corp.

- Chairman, China Securities Investment
Trust Corp.

- Vice Chairman, KG Telecommunications
Co., Ltd.

- Senior Vice President and Chief
Financial Officer, Taiwan Semiconductor
Manufacturing Co., Ltd.

Current position(s) in other companies :

- Director, Taiwan Mobile Co., Ltd.

- Director and President, Taiwan Fixed
Network Co., Ltd.

- Chairman, Taiwan Teleservices &
Technologies Co., Ltd.

>
C@ Vice President C.A. Ch uang

- Director and President, Taiwan Cellular
Co., Ltd.

- Director and President, TCC Investment
Co., Ltd.

- Director, Taiwan Super Basketball Co., Ltd.

- Director, TFN Media Co., Ltd.

- Director, Union Cable TV Co., Ltd.

- Director, Yeong lJia Leh Cable TV Co., Ltd.

- Director, Phoenix Cable TV Co., Ltd.

- Director, Globalview Cable TV Co., Ltd.

- Director, Taipei New Horizons Co., Ltd.

- Director and President, Wealth Media
Technology Co. Ltd.

- Chairman, TWM Communications
(Beijing) Co. Ltd.

- Chairman, IC Broadcasting Co., Ltd.

- Chairman, Taiwan Fund Inc.

- Director, CX Technology Corp.

- Independent Director, Lite-on Technology
Corp.

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -

Effective date 2003.12.01
Shareholding / % 15,927
Spouse/minor’s

shareholding / % 0.000

Education and experience :

- MBA, International Institute for
Management Development, Switzerland

- MS in Industrial Education, National
Taiwan Normal University

- Manager, Human Resources Department,

China Steel Corp.
- Vice President, TransAsia
Telecommunications Inc.

<?@ Vice President Ariel Hwang

Current position(s) in other companies :
None

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -

]
Effective date 2004.03.01  Education and experience : Current position(s) in other companies : Manager, director, or supervisor is a
- EMBA, National Taiwan University - Supervisor, Union Cable TV Co., Ltd. spouse or consanguineous within two
Shareholding / % - LL.B., National Taiwan University - Supervisor, Yeong Jia Leh Cable TV Co., degrees :
- LL.M., National Taipei University Ltd.
Spouse/minor’s - Judge, Taoyuan District Court, Taiwan - Supervisor, Phoenix Cable TV Co., Ltd. Title -
shareholding / % - Judge, Banciao District Court, Taiwan - Supervisor, Global View Cable TV Co., Ltd. Name -
- Judge, Taipei District Court, Taiwan - Supervisor, Wealth Media Technology Co., Relationship -
- Judge, Taiwan High Court Ltd.
- Supervisor, Taipei New Horizons Co., Ltd.
- Legal Consultant, Fubon Financial
Holding Co., Ltd.
- Legal Consultant, Taiwan Fixed Network
Co., Ltd.
CD//_D) Vice President Jay Hong
\\& Py

Effective date 2004.05.06
Shareholding / % 100,000
Spouse/minor’s

shareholding / % 0.003

Education and experience :

- EMBA, National Sun Yat-Sen University

- Engineering Supervisor, Engineering
Division, Nan Ya Plastics

- Director, Procurement Division, TransAsia

Telecommunications Inc.

- Vice President, Customer Service Division,

TransAsia Telecommunications Inc.

- Vice President, Direct Store Division,
Taiwan Mobile Co., Ltd.

- President, Taiwan Teleservices &
Technologies Co., Ltd.

Current position(s) in other companies :
None

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -




>
C@ Vice President HS Wa ng

Effective date 2005.05.01  Education and experience :
- Ph.D. in Electrical and Computer
Shareholding / % 51,241 Engineering, Rutgers, The State University
of New Jersey
Spouse/minor’s - Lecturer/Assistant Professor, Information
shareholding / % 0.001 Engineering Department, The Chinese

University of Hong Kong
- Vice President, Mediatec Corp.
- Vice President, First International Telecom

>
C@ Vice President AnNdrew Wong

Current position(s) in other companies :
- Director, Taiwan Super Basketball Co., Ltd

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -

. J

Effective date 2003.12.01  Education and experience : Current position(s) in other companies : Manager, director, or supervisor is a

- MBA, George Washington University None spouse or consanguineous within two
Shareholding / % 31,764 - Manager, Johnson, Bassin & Shaw degrees :

- Manager, MCI Communications
Spouse/minor’s - Vice President, Far EasTone Title -
shareholding / % 0.001 Telecommunications Co., Ltd. Name -

Relationship -

Q@ Vice President JAMes Chang _
Effective date 2004.09.17  Education and experience : Current position(s) in other companies : Manager, director, or supervisor is a

- MS in Computer Science, University of None spouse or consanguineous within two
Shareholding / % 191,205 lllinois, Chicago degrees :

- District Manager, AT&T Laboratories
Spouse/minor’s - Senior Delivery Manager, IBM Global Title -
shareholding / % 0.005 Services Name -

- Senior Director, TBCommerce Network Relationship -

Corp.
- Director, AT&T Laboratories
>

C@) Vice President Daphne Yang '

Effective date 2010.01.04  Education and experience :

- M.A. in Theatre Production, University of
Hull, UK

- Strategic Planning Manager, JWT
Advertising Agency

- Strategic Planning Director/Business
Development Director, D'Arcy Advertising
Agency

- General Manager, Senses Strategic
Network

- Vice President, Acquisition & Terminals
Marketing Division, Taiwan Mobile Co.,
Ltd.

- President, Nanjing Xing-gi Real Estate
Development Co., Ltd.

Shareholding / %

Spouse/minor’s
shareholding / %

Current position(s) in other companies :
None

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -
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Finance Group

The Finance Group strives to meet international standards and practices in corporate governance, pro-
mote financial transparency through discreet information disclosure to the Board of Directors and related
parties on the Company’s operation and road map, as well as maintain an open communication chan-
nel with local and foreign investors. The group also helps all business divisions to make good use of the
Company’s financial resources through effective cost control and sound financial and investment planning.




>
C@ Senior Vice President and Chief Financial Officer Vivien Hsu

Effective date 2007.07.02 - President and CEO, KGEx.com Co.
- President and CEO, KG Satellite
Shareholding / % Communication Co., Ltd.

- Chief Financial Officer, Cathay Financial
Holding Co.

- Senior Vice President and Chief of Staff,
Taiwan Mobile Co., Ltd.

- Chairman, Taiwan Tele-Shop Co., Ltd.

- Senior Consultant and Acting President,
Taiwan Fixed Network Co., Ltd.

- Chairman, WinTV Broadcasting Co., Ltd.

Spouse/minor’s
shareholding / %

Education and experience :
MBA, University of New South Wales,
Austraha

- MBA, National Chengchi University

- Executive Vice President and Chief
Financial Officer, KG Telecommunications
Co., Ltd.

- President and CEO, Lambda Net Co.

Q\/@D Vice President ROSi€ Yu

Current position(s) in other companies :

Director, Taiwan Mobile Co., Ltd.

- Director and President, Taipei New

Horizons Co., Ltd.

- Director, Taiwan Cellular Co., Ltd.

- Director, Taiwan Fixed Network Co., Ltd.

- Director, Union Cable TV Co., Ltd.
Director, Yeong Jia Leh Cable TV Co., Ltd.

D|rector Phoenix Cable TV Co., Ltd.

- Director, Globalview Cable TV Co., Ltd.

- Director, Wealth Media Technology Co.,
Ltd.

- Supervisor, TFN Media Ltd.

- Supervisor, TCC Investment Co., Ltd.

- Supervisor, WinTV Broadcasting Co., Ltd.

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -

Effective date 2006.02.06  Education and experience :
- BA, National Taiwan University
Shareholding / % - Executive Vice President, China Securities

Co., Ltd.

- General Manager, Citicorp International
Securities Ltd., Taipei Branch

- General Manager, Credit Lyonnais

- Securities (Asia) Ltd., Taipei Branch

- President, Global Investment Holdings
Co., Ltd.

- Chairman, Global Investment Advisory
(HK) Ltd.

Spouse/minor’s
shareholding / %

<?@ Vice President RUth Liaw

Current position(s) in other companies :
- Supervisor, Taiwan Cellular Co., Ltd.

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -

Effective date 2006.05.15  Education and experience :
- MBA, National Chengchi University
Shareholding / % 36,000 - Partner, Arthur Andersen & Co.
- CFO, Arima Computer Corp.
Spouse/minor’s
shareholding / % 0.001
——— —

Current position(s) in other companies :

- Director, Taiwan Fixed Network Co., Ltd.

- Director, Taiwan Cellular Co., Ltd.

- Supervisor, Taiwan Teleservices &
Technologies Co., Ltd.

- Supervisor, Union Cable TV Co., Ltd.

- Supervisor, Yeong Jia Leh Cable TV Co.,
Ltd.

- Supervisor, Phoenix Cable TV Co., Ltd.

- Supervisor, Globalview Cable TV Co., Ltd.

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -
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Technology Group

Stability and adaptability best describe the Technology Group’s short to long-term mission. Aside from
offering a solid technology platform that ensures high network quality, the group continues to implement
forward-looking analysis of technology and products on the deployment of network and base stations,
together with adjustments to cope with real demand, industry and regulatory trends, and changes to en-

hance the Company’s leading edge.

Under the trend of digital convergence, the Group strives to support an array of new telecom and muilti-
media services via IP based technologies as well as consolidation of networks.




>
C@ SVP, CTO and COO of Home Business Group James Jeng

Effective date 2009.01.01
Shareholding / % 58,000
Spouse/minor’s

shareholding / % 0.002

Education and experience :
- Ph.D. in Electrical and Computer

Engineering, New York State University,
USA

- Technical staff, AT&T, Bell Labs, USA
- Executive Vice President, United Fiber

Optic Communication, Inc.

- President, Asia Pacific Online

- CEOQ, Asia Pacific Broadband Telecom

- CEO, Asia Pacific Broadband Wireless
- CEO, Asia Pacific Telecom Group

- Senior Adviser, Taiwan Mobile Co., Ltd.
- Chief Technology Officer and Chief

Operating Officer of the Home Business
Group, Taiwan Mobile Co., Ltd.

<?@ Vice President TE€Chi Juan

Current position(s) in other companies :

- President, TFN Media Co., Ltd.

- Chairman, Win TV Broadcasting Co., Ltd.
- Chairman, Union Cable TV Co., Ltd.

- Chairman, Yeong lia Leh Cable TV Co,,
Ltd.
- Chairman, Phoenix Cable TV Co., Ltd.

- Chairman, Globalview Cable TV Co., Ltd.

- Director, Wealth Media Technology Co.,
Ltd.

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -

]

Effective date 2002.05.21  Education and experience : Current position(s) in other companies : Manager, director, or supervisor is a

- MS in Electronics Engineering, University ~ None spouse or consanguineous within two
Shareholding / % 103,960 of Missouri, Columbia degrees :

- Engineer, Lucent Technologies
Spouse/minor’s Telecommunications Taiwan Co. Title -
shareholding / % 0.003 - Technical Manager, Asia Pacific Name -

- Intellectual Property Association Relationship -

- Senior Director, Taiwan Mobile Co., Ltd.
Cj\/_@D Vice President Egon Chen °
Effective date 2004.02.16  Education and experience : Current position(s) in other companies : Manager, director, or supervisor is a

- BS in Electronics Engineering, Tamkang None spouse or consanguineous within two
Shareholding / % 123,259 University degrees :

- Project Manager, Siemens
Spouse/minor’s Telecommunication Systems Ltd. Title -
shareholding / % 0.003 - Director, Suretone Telecom, Inc. Name -

- Director, Taiwan Mobile Co., Ltd. Relationship -

- Senior Director, Taiwan Fixed Network

Co., Ltd.

- Vice President, Howin Technologies

Q@ Vice President Chien Chen _

Effective date 2004.02.16

Shareholding / % 6,000
Spouse/minor’s

shareholding / % 0.000

Education and experience :

- National Taipei Institute of Technology

- Manager, Siemens Telecommunication
Systems Ltd.

- Director, Suretone Telecom, Inc.

- Vice President, Taiwan Fixed Network Co.,

Ltd.
- Vice President, Howin Technologies

Current position(s) in other companies :
None

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -
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Consumer Business Group

The Consumer Business Group (CBG) is devoted to promoting the Company’s vision of “creating the best
mobile communications experience” to enable customers to embrace their lives with ease and confidence.
Working from the perspective of the customer, the group develops products and services based on CBG’s
observation of customer behavior to better anticipate their needs and demands. The group also provides
useful, innovative and interesting value-added services such as mobile internet and 3.5G data cards that
allow users to enjoy mobile broadband anytime and anywhere. The Company has built a comprehensive
and convenient service network to ensure customer satisfaction and loyalty, and CBG is committed to de-
livering the best mobile experience to make customers truly feel and believe its slogan “Taiwan Mobile, my

mobile!”




) . .
Senior Vice President and Chief Operatin; icer
C@ Senior Vice President and Chief Operating Officer Cliff Lai

Effective date 2007.08.01  Education and experience : Current position(s) in other companies : Manager, director, or supervisor is a
- EMBA, National Chengchi University - Director, Taiwan Teleservices & spouse or consanguineous within two
Shareholding / % 224,611 - MSin Electrical Engineering, North Technologies Co., Ltd. degrees :
Carolina State University, USA - Director and President, Taiwan Super
Spouse/minor’s - Researcher, AT&T Laboratories Basketball Co., Ltd. Title -
shareholding / % 0.006 - Vice President, Tecom Co. Ltd. - Director, Taiwan Internet Association Name -
- Vice President, Mobitai Communications (TWIA) Relationship -

Co., Ltd.

- President, Reach and Range, Inc.
- Senior Vice President, Taiwan Fixed

Network Co., Ltd.

- CEO, Fu Yang Media Technology Co., Ltd.

%\&/—D) Vice President and Deputy Chief Operating Officer .Jeﬁ: Ku

- Director, Taiwan Network Information
Center (TWNIC)

A4

Effective date 2005.06.06  Education and experience : Current position(s) in other companies : Manager, director, or supervisor is a

- EMBA, National Taiwan University - Director, TWM Communications (Beijing) spouse or consanguineous within two
Shareholding / % 63.604 - MBA, University of Wollongong, Australia Co., Ltd. degrees :

- Director, Far EasTone Telecommunications
Spouse/minor’s Co., Ltd. Title -
shareholding / % 0.002 - Vice President, Taiwan High Speed Rail Name -

Corp. Relationship -
B .

C@ Vice President S€an Hsieh _

Effective date 2003.12.08

Shareholding / % 303,774

Spouse/minor’s
shareholding / % 0.008

Education and experience :
- BS in Business Administration and

Sociology, Fu Jen Catholic University,

- University of Texas, Austin
- Account Supervisor, Bozell CCAA
- Group Account Director, Series DMB&B

Communications

- Marketing and Sales Manager, PUMA

North Asia Ltd., Taiwan Branch

- Marketing Director, TransAsia

Telecommunications, Inc.

- Vice President, TransAsia

Telecommunications, Inc.

- Vice President, Enterprise Solution and

Channel Sales, Taiwan Mobile Co., Ltd.

Current position(s) in other companies :

None

—

Manager, director, or supervisor is a
spouse or consanguineous within two

degrees :

Title -
Name -
Relationship -
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>
C@ Vice President Jel’ry Chu

Effective date 2003.12.01
Shareholding / % 460,000
Spouse/minor’s

shareholding / % 0.012

Education and experience :

- MBA, University of Toronto, Canada

- LL.B., Department of Law, National
Taiwan University

- Director, Finance Management Division,

Current position(s) in other companies :

- Supervisor, Taiwan Fixed Network Co.,
Ltd.

- Director and President, Taiwan
Teleservices & Technologies Co., Ltd.

KG Telecom

- Director, Business Process Management
Division, KG Telecommunications Co., Ltd.

- Director, Revenue Assurance Division, KG
Telecommunications Co., Ltd.

- Vice President, Quality Director, Corporate
Banking, Citibank, N.A., Taipei Branch

- Vice President, CitiService Head,
Corporate Banking, Citibank, N.A., Taipei
Branch

- Vice President, Senior Country Operations
Officer, Operations and Technology Head,
Global Transaction Service, Citibank, N.A.,

Taipei Branch

>
C\/@D Vice President Paul Hua ng

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -

Effective date 2008.01.21

Shareholding / % 221,487

Spouse/minor’s
shareholding / % 0.006

Education and experience :

- MS in Computer Science, Bradley
University, USA

- Supervisor, Siemens Telecommunication
Systems Ltd.

- Account and Project Manager, Nortel,
Taiwan Branch

- Vice President, Business Development,
Hong Kong Telecom, Taiwan Branch

- Vice President, Sales and Services, Far
EasTone Telecommunications Co., Ltd.

- Vice President, Business and Operations,
Far Eastern Electronic Toll Collection Co.,
Ltd.

%\;—D) Vice President Simon Wa ng

Current position(s) in other companies :

None

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -

Effective date 2004.10.11
Shareholding / % 101,024
Spouse/minor’s

shareholding / % 0.003

Education and experience :

- EMBA, National Taiwan University

- BS in Telecommunications Engineering,
National Chiao Tung University

- Manager, Technology & Quality Division,
Philips Electronics Industry Co., Ltd.

- General Manager, Philips Optel Division
Corp.

- General Manager, Fu Shing Can
Manufacturing Co., Ltd.

- General Manager, ICAN Manufacturing
Co., Ltd.

- Director, TECO Optical Electronics Co.,
Ltd.

- Factory Manager, YATE PCB Co., Ltd.

- Executive Vice President, TransAsia
Telecommunications, Inc.

Current position(s) in other companies :

None

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -




Home Business Group

Tasked with promoting “TWM Broadband,” the Home Business Group (HBG) consolidates the group’s
mobile, fixed network, cable TV and channel resources to provide households with digital convergence
services, including video (CATV/IPTV/DTV), broadband internet access (cable modem/FTTx), mobile and
content. HBG hopes to excel in providing customers with the best experience, product offerings and ser-
vices, and become the top choice for triple play for every family.

B
S55) SVBCTO and COO of Home Business Group James Jeng

Information please refer to Technology Group




Enterprise Business Group

The Enterprise Business Group (EBG) provides enterprises with an integrated information and communi-
cation service called “TWM Solution” by consolidating the resources of TFN, TTN and TWM. To ensure
high-quality information and communication services, EBG offers customized industry solutions that cater
to businesses’ diverse requests. TWM Solution endeavors to meet enterprises’ telecommunications and
management needs, increase their operational efficiency, and provide more value-added and user-friendly
services. TWM aims not only to work with enterprise customers, but to grow and develop long-term win-

win partnerships.




>
C@ Senior Vice President and Chief Operating Officer George C.Chou

Effective date
Shareholding / %

Spouse/minor’s
shareholding / %

2007.11.26  Education and experience :
- MS in Mathematics, Colorado State
250,955 University, USA

- Business Development Manager, Siemens

Telecommunication Systems Ltd.
0.007 - Special Assistant to the President,

Siemens Telecommunication Systems Ltd.

- Managing Director, Siemens Nixdorf
Information Systems Ltd., Taiwan Branch

- General Manager, PCCW (formerly Hong
Kong Telecom)

- Director of Taiwan Operations, PCCW

- Vice Chairman and CEO, Taiwan
Telecommunication Network Services Co.,
Ltd.

- CEOQ, Fu Yang Media Technology Co., Ltd.

- Senior Consultant, Taiwan Mobile Co.,
Ltd.

- Chairman, North Coast Cable TV Co., Ltd.

- Chairman, Yeong Jia Leh Cable TV Co,,
Ltd.

>
Q@ Vice President Joseph Yang

- Chairman, Union Cable TV Co., Ltd.
- Chairman, Phoenix CATV Co., Ltd.
- Chairman, Globalview CATV Co., Ltd.

Current position(s) in other companies :

- C0O, Taiwan Fixed Network Co., Ltd.

- Director, Taiwan Teleservices &
Technologies Co., Ltd.

- Director, TWM Communications (Beijing)
Co. Ltd.

- Director, Taiwan Acceptance Co., Ltd.

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -

Effective date
Shareholding / %

Spouse/minor’s
shareholding / %

2007.11.09  Education and experience :
- BS in Transportation Management,
90,801 National Chiao Tung University

- Advisory System Engineer, System
- Engineer, IBM Taiwan
0.002 - Technical Manager, Central & South

Branch, IBM Taiwan

- Director, Finance Industry, IBM Taiwan

- Sales VP, Eastern Broadband Telecom

- Chief Operating Officer, Eastern
Broadband Telecom

- Senior VP, Asia Pacific Telecom Group

- Chief Marketing Officer, Asia Pacific
Telecom Group

- Product Director, Asia Region, High Tech
Computer

Current position(s) in other companies :
None

Manager, director, or supervisor is a
spouse or consanguineous within two
degrees :

Title -
Name -
Relationship -
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Human Resources

A wealth of outstanding and professional talent is the Company’s most valuable resource.

Human resources composition

Employee statistics for the most recent two years until the publication date

eer 2008 2009 (as ofTa(r:. 31)
Male 1,471 1,458 1,455
:n‘:g'l::;:; Female 1,072 1,038 1,039
Total 2,543 2,496 2,494
Average age 36 36.7 36.9
Average years of service 6.3 6.8 6.9
Ph.D. 0.35% 0.36% 0.36%
Master 17.89% 19.99% 20.13%
Education level University 50.53% 50.76% 50.72%
College 29.06% 26.89% 26.79%
Others 2.16% 2.00% 2.00%

Note: The numbers above were based on Taiwan Mobile alone.

Employee statistics by division
As of Jan. 31, 2010

Division Number Percentage (%)
Corporate Support 586 23.50%
Finance 201 8.06%
Technology 833 33.40%
Consumer Business Group (Note) 873 35.00%
Home Business Group (Note) 0 0.00%
Enterprise Business Group (Note) 1 0.04%
Total 2,494 100%

Note: The Consumer Business Group does not include 811 employees from TT&T. The Enterprise Business Group does not include 396 employees from TFN.
The Home Business Group does not include 138 employees from TFNM and 384 employees from four CATV subsidiaries.



Chap. 3 Corporate Governance

Corporate Governance Principles

The Company acknowledges the importance of good cor-
porate governance and abides by the following practices:

1. Our Principle

» Timely disclosure of material information

* Check-and-balance between the board and manage-
ment

» Audit Committee ensures fair and independent financial
oversight

Fair representation of independent board members

Corporate Governance Committee ensures sound cor-
porate governance practices and systems be in place

Adoption of a cash dividend policy based on a high
earnings payout ratio

Distribution of all employee bonuses in the form of cash

Current Corporate Governance Practices

2. Current Practices

To improve the Company’s corporate governance prac-
tices, the Company has implemented a number of policy
and strategy changes. On June 15, 2006, the Company
revised the “Rules and Procedures Governing Sharehold-
ers’ Meetings,” which were set forth on January 30, 1997.
On June 5, 2002, the Company revised the “Rules and
Procedures on Conducting Transactions between Group
Companies and Related Parties,” which were first passed
on August 31, 1999. On April 30, 2004, the Company ap-
proved the “Corporate Governance Committee Charter”
(later revised on June 13, 2008) and the “Audit Committee
Charter” (later revised on October 26, 2006). On January
31, 2008, the Company revised the “Rules and Procedures
Governing Board of Directors’ Meetings,” which were
promulgated on October 28, 2005. And on January 22,
2009, the Company approved the “Regulations Govern-
ing Internal Material Information” (For detailed information
on the rules and charters, please refer to the Company’s
official website). With these changes, not only does the
Company’s corporate governance mechanism comply with
Taiwan’s Securities and Exchange Act, but it also adheres
to the highest international standards.

Item

Current practice

Handling of shareholders’ suggestions and
disputes
Shareholding
structure and
shareholders’
interests

Identification of major shareholders and
investors with controlling interests

Risk control mechanisms and firewalls
between the Company and its subsidiaries

Board of direc-
tors and its
responsibilities

Independent directors

Periodic review of CPA's independence

Communication channels with stakeholders

Disclosure of financial, operational and

Information corporate governance information

disclosure
Other ways of disclosing information

Functional committees

The spokesperson or secretarial division personnel handles all non-legal

The secretarial division provides a list of shareholders.

issues; the legal division handles all legal issues.

The Company has established “Rules and Procedures on Conducting
Transactions between Group Companies and Related Parties” and “Rules
and Procedures on Monitoring Subsidiaries” as risk control mechanisms.

The Company’s board includes four independent directors.
The Audit Committee conducts periodic reviews.

The spokesperson and spokesperson’s mailbox serves as the main com-
munication channel between the Company and stakeholders.

Disclosure of financial-related and corporate governance information is
posted periodically on the Company’s website.

The Company has set up an English website, investor relations as well as
spokesperson function to enhance information disclosures.

The Corporate Governance Committee oversees the functions of com-
mittees dealing with nominations of board directors and compensation.
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Corporate Governance Implementation

1. Corporate Governance Committee and Au-
dit Committee

The Company’s corporate governance structure is com-
posed of two committees: a Corporate Governance Com-
mittee and an Audit Committee.

1. Corporate Governance Committee

The Corporate Governance Committee is composed en-
tirely of independent board directors and its operation is
bound by the “Corporate Governance Committee Charter.”
Its main responsibilities cover the following:

(1) Maintaining a sound corporate governance mecha-
nism

(2) Nominating independent directors and supervisors

(8) Supervising the operations of the board of directors,
supervisors and functional committees

2. Corporate Governance Operation

1. Attendance of board members at board meetings

1. The Board of Directors convened seven times in 2009

(4) Reviewing the employee compensation system and
structure

2. Audit Committee

Pursuant to the Securities and Exchange Act, sharehold-
ers approved the establishment of an Audit Committee
consisting of independent directors to take over the re-
sponsibilities of supervisors during its annual meeting on
June 13, 2008. The committee’s operation is bound by the
“Audit Committee Charter” and its main responsibility is to
assist the board in overseeing the following:

(1) Integrity of the Company's financial statements

(2) Independent auditors' appointment (termination)
and integrity/performance

(8) Internal risk control

(4) Company's compliance with legal and regulatory
requirements

(6) Company's existing and potential risks

Title Name Atte;;zgﬁe n By proxy | Attendance ratio Remarks
Richard Tsai
Chai ' 7 0 1009
airman Representative of Fu-Chi Venture Corp. o
Daniel Tsai
Vi hai ' 1 9
ice Chairman Representative of Fu-Chi Venture Corp. 6 86%
Harvey Chang,
Director Representative of TCC Investment Co., 7 0 100%
Ltd. (Note 1)
Vivien Hsu,
Director Representative of TCC Investment Co., 7 0 100%
Ltd. (Note 1)
. Victor Kung , o
Director Representative of Fu-Chi Venture Corp. 6 ! 86%
Independent Director  Jack J.T. Huang 6 0 86%
Independent Director = Tsung-Ming Chung 6 1 86%
Independent Director =~ Wen-Li Yeh 6 1 86%
Independent Director = J. Carl Hsu 6 1 86%
Benny Chen, Chen & Lin, who
\ Director Representative of Taiwan Fixed Network 6 0 100% both resigned on
Co., Ltd. September 18,
Howard Lin, 2009, were re-
Director Representative of Taiwan Fixed Network 6 0 100% quired to attend
Co., Ltd. six meetings.

Notel: Former-institutional director, TFN Investment Co., Ltd. was merged into TCC Investment Co., Ltd. on September 19, 2009.



2. Any objections or issues raised by independent di-

rectors against resolutions passed by the Board of
Directors pursuant to Article 14-3 of the Securities
and Exchange Act: None.

. Directors’ adherence to Company rules on avoiding
conflict of interests:

At the 7th meeting of the Fifth Board of Directors on
April 30, 2009, during the discussion of the issue in-
volving Taipei New Horizons Co., Ltd.’s — the Com-
pany’s 49.9% indirectly owned investment — signing
of a construction management contract with Fubon
Land Development Co., Ltd. (FLD), Chairman Rich-
ard Tsai and Vice Chairman Daniel Tsai abstained
from voting to avoid conflict of interests in accor-
dance with Articles 178 and 206 of the Company
Act as they are major shareholders of FLD.

4. Other BOD objectives:
(1) BOD performance evaluation: The 11th meeting of

the Fourth BOD approved the “Rules and Proce-
dures on Evaluating BOD Performance” on October
26, 2006. The Corporate Governance Committee
evaluates the BOD’s performance and submits a
report on proposals for improvement. The 2008
BOD performance self-evaluation was conducted
by all members at the 7th meeting of the Fifth BOD
on April 30, 2009. The 2009 BOD performance self-
evaluation was conducted by all members at the
12th meeting of the Fifth BOD on January 28, 2010.

(2) Training programs for directors and supervisors: The

Company has conducted regular seminars in the of-
fice to facilitate interaction between the lecturer and
directors and meet the required training hours since
2008.

(8) Information transparency: Committed to upholding

transparency in operations and protecting share-
holders’ interests, the Company discloses BOD
resolutions in a timely and consistent manner. In
accordance with Interpretation No. 0970032392,
promulgated by the Taiwan Stock Exchange on
November 19, 2008, the Company approved the
“Regulations on Dealing with Internal Material In-
formation” on January 22, 2009 and disseminated

them to employees, managers and directors on
April 9, 2009 to ensure that they promote informa-
tion transparency and timely disclosure.

2. Attendance of Audit Committee members
During the annual shareholders’ meeting on June 13,
2008, all independent directors were elected to the Audit

Committee taking over the responsibilities of supervisors.

1. The Audit Committee convened six times in 2009

Atten- B Atten-
Title Name dance in Y dance | Remarks
proxy .
person ratio
Inde- Tsung-Min éspccc))lr?wt-
pendent 9 9 6 - 100% .
) Chung mittee
Director )
chairman
Inde-
Jack J.T.
pendent ac 5 - 83.33%
) Huang
Director
Inde-
pendent = Wen-Li Yeh 6 - 100%
Director
Inde-
pendent J. Carl Hsu 6 - 100%
Director
Note:

(1) Any objections or issues raised by the Audit Com-
mittee against resolutions, pursuant to Article 14-5
of the Securities and Exchange Act, that were ap-
proved by over two-thirds of the directors: None.

(2) Any conflict of interests among independent direc-
tors: None.

(8) Communication between Independent Directors and
the Internal Audit Chief and CPAs:

a. In addition to presenting monthly reports to inde-
pendent directors, the Internal Audit Chief sub-
mits regular reports on the progress of its audit
program at the quarterly Audit Committee meet-
ings.

b. The CPAs present audit reports and findings to
independent directors during the committee’s
quarterly meeting.

c. The Internal Audit Chief and CPAs also com-
municate with independent directors directly as
needed.
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3. Major resolutions at the 2009 shareholders’ meeting

Issues discussed and approved:

1.
2.
3.

2008 business and financial reports

2008 earnings distribution proposal

Amendments to the Company’s “Articles of Incorpo-
ration”

. Amendments to the “Rules and Procedures on

Lending and Making Endorsements/Guarantees”

Resolutions made in the 2009 general shareholders’ meet-

ing were all duly executed.

4, Major resolutions by the board (between 2009 and the
publication date)

. Approved the removal of non-competition restric-

tions on Company management

. Approved 2009 stand-alone and consolidated finan-

cial forecasts

. Gave the green light to the Company’s participa-

tion in future rights issues of Taipei New Horizons
Co., Ltd., with the equity investment cap set at
NT$1.92bn

. Approved 2009 capital expenditure projects for net-

work optimization and 3G implementation

. Approved 2008 profit distribution proposal
. Approved the holding of the 2009 general share-

holders’ meeting

. Approved expansion project for 3G network
. Set record date for 2008 cash dividend distribution

9.

10.

11.
12.

13.

14.

15.

16.

17.

18.

19.

20.

Gave the green light to the Company’s participation
in future rights issues of Wealth Media Technol-
ogy Co., Ltd., with the equity investment cap set at
NT$6.5bn
Approved a loan to Wealth Media Technology Co.,
Ltd.
Approved a loan to Taiwan Cellular Co., Ltd.
Approved the acquisition of Carlyle Group’s CATV-
related assets in Taiwan, with the cap set at 15.5%
of the Company’s treasury shares coupled with
cash
Approved a maximum of NT$3.5bn in endorsement
/guarantee for Taiwan Fixed Network Co., Ltd
Approved a loan to TCC Investment Co., Ltd
Approved a loan to Taiwan Fixed Network Co., Ltd
Approved a loan to TFN Media Ltd
Approved 2010 stand-alone and consolidated fi-
nancial forecasts
Approved 2010 capital expenditure projects for
network optimization and 3G implementation
Approved the removal of non-competition restric-
tions on Company management
Approved the holding of the 2010 general share-
holders’ meeting

The above information is posted on http://newmops.tse.
com.tw.

5. Major disputes between directors and supervisors in

relation to board meeting resolutions from 2009 up to
the publication date in 2010: None.



3. Additional Information

1. Training program for directors

Date of training

Association

pervisors

Title Name Organization Training program Hours
From To
Director, Repre- .
sentative of Fu-Chi  Richard Tsai | 2009/07/07 2009/07/07 _CTPOrate Governance As- - Enterprise mergers and the legal 5
sociation responsibility of directors
Venture Corp.
Corporate Governance As-  Enterprise mergers and the legal
i = 2009/07/07  2009/07/07 o L . 3.0
Dlrectgr, f2r ) i ) sociation responsibility of directors
sentative of Fu-Chi  Daniel Tsai - -
Venture Corp. 2009/07/31  2009/07/31 Cor.pc?rate Governance As- InS|delr t.r‘adlng aTnd the legal re- 30
sociation sponsibility of directors
Speaker at “Win-win enterprise
C te G As-
2009/05/15  2009/05/15 soocrizzroane OVErnance A5 irategy for shareholders, employ- 1.0
ees and company” forum
i - As- Insi i he legal re-
Director, Representa Harvey 2009/07/31  2009/07/31 Cor.pqrate Governance As n5|delr ’Frgdlng gnd the lega re 30
tive of TCC Invest- ch sociation sponsibility of directors/supervisors
ang
ment Co., Ltd. - i i
2009/10/05 | 2009/10/05 Corpgrate Governance As-  Discussing corporate governance 10
sociation and BenQ’s case
Corporate Governance As-
2009/12/02 ' 2009/12/02 s Corporate governance forum 1.0
sociation
“Win-win enterprise strategy for
C te G As-
2009/05/15 2009/05/15 O POrate overnance As shareholders, employees and com- 1.0
sociation i
pany” forum
DIzl [Repheseriz- 2009/07/01 2009/07/01 _C"POate Governance As g pau g 1.0
tive of TCC Invest-  Vivien Hsu sociation
ment Co., Ltd. 3 i f R 3 i i R
2009/07/24  2009/07/24 F|r'1arl1C|a| Superylsory Com Qngntatlon on regulations govern 20
mission, Executive Yuan ing internal transfer of shares
2009/07/31  2009/07/31 Corpgrate Governance As- Irmder t.rladlng gnd the legal rg— 30
sociation sponsibility of directors/supervisors
Corporate Governance As-  Enterprise mergers and the legal
i - 2009/07/07 | 2009/07/07 3.0
Dlrectqr, Repre . i sociation responsibility of directors
sentative of Fu-Chi  Victor Kung - :
Venture Corp 2009/07/31  2009/07/31 Cor.po'rate Governance As- |n5|der ‘Frgdlng gnd the legal re- 30
sociation sponsibility of directors
2009/02/05  2009/02/05 Corpo_rate Governance As- Cro.ss-stra|.t bu5|.ness_a.nd trading 10
sociation amid the financial crisis
Speaker at “Enterprise mergers and
As-
. Jack )T 2000/07/07 2009/07/07 COrPOrate Governance As- o ol responsibility of directors’ 3.0
Independent Director sociation .
Huang SuUpervisors
Speaker at “Enterprise mergers and
2009/11/17 2009/11/17 Securities & Futures Institute = the legal responsibility of directors/ 3.0
supervisors”
Independent Director Tsung-Ming 2009/07/02  2009/07/02 Talwaln Academy of Banking ' Board Meeting Practices and Cor- 30
Chung and Finance porate Governance
Insider trading and the legal
. . Corporate Governance o )
Independent Director Wen-Li Yeh 2009/07/31 2009/07/31 o responsibility of directors/su- 3.0
Association )
pervisors
Insider trading and the legal
_ Corporate Governance o )
Independent Director ' J. Carl Hsu  2009/07/31  2009/07/31 responsibility of directors/su- 3.0

Note: The training requirements listed above have been fulfilled.
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2. Training program for management team

Training Program Organization Date | Hours | Participant List of management team
Worksh TWM HR Div.
[Corporate Governanlce ores .op] . v/ Jeff Ku, James Chang, Egon Chen, Chien Chen, Paul
Management strategies for coping Polaris Research ~ 2009/07/20 3
: . ) Huang, Joseph Yang
after the financial storm Institute
Worksh TWM HR Div.
[Corporate Governar?ce Ores O.p] . v/ Cliff Lai, JC Dorng*, Techi Juan, James Chang, Chien
Enhancing organizational execution  Polaris Research ~ 2009/10/14 3
) ) Chen, Joseph Yang
with customer value management Institute
Harvey Chang, Vivien Hsu, James Jeng, George C. Chou,
[Corporate Strategy Workshop] ) JC Dorng*, Andrew Wong, Simon Wang, HS Wang, Jeff
o ) " TWM HR Div. 2009/10/23 7 i
Win-win Strategies for Organizations v Ku, Techi Juan, Jay Hong, C.A. Chuang, Egon Chen,
Chien Chen, Paul Huang, Joseph Yang, Ruth Liaw

* JC Dorng resigned on October 31, 2009

3. Employees’ certification related to financial transpar-
ency

Employees whose duties involve releasing Company’s fi-
nancial information are encouraged to obtain certifications
in related fields. Certification details are as follows:

1. Certified Internal Auditor (CIA): One employee in Op-
eration Analysis Division; eight in Internal Audit Of-
fice.

2. Basic examination on internal controls by the Securi-
ties and Futures Institute: Four in Secretarial Division.

3. Qualified Internal Auditor (QIA): One employee in Op-
eration Analysis Division; eight in Internal Audit Of-
fice; one in Accounting Division.

4. Certified Public Accountant (CPA): One employee in
the Office of the CFO; three in Operation Analysis
Division; one in Accounting Division; one in Finance
Division.

4, The Company has purchased liability insurance for its
directors and supervisors.

Certified Public Accountant (CPA) Information

1. CPA and CPA opinions for the past five years

5. Resigned/discharged officers responsible for financial
reports: None.

Achievements and Recognitions

Aside from continually focusing on its core business and
protecting shareholders’ interests, the Company has won
recognition locally and globally for its commitment to cor-
porate governance and corporate social responsibility. In
2009, TWM was awarded the “Corporate Governance Asia
Recognition Award” in the Asia-Pacific region by Corporate
Governance Asia for the third year in a row. The Company
was granted an A+, the highest ranking in Information
Disclosure and Transparency Assessments, and ranked
among the top 10 listed companies by the Securities and
Futures Institute for the fourth consecutive year. Moreover,
it was also awarded the “Excellence in Corporate Social
Responsibility” and ranked No.1 in the corporate gover-
nance category by CommonWealth magazine for the third
year in a row. TWM has become a benchmark for Taiwan-
ese companies given its exemplary compliance with the
strict rules on corporate governance and continuous pur-
suit of sustainable development.

Year Accounting firm Name of CPA Opinion

2005 Deloitte & Touche Peter Fan, Vita Kuo Unqualified opinion
2006 Deloitte & Touche Peter Fan, Vita Kuo Modified unqualified opinion
2007 Deloitte & Touche Peter Fan, Vita Kuo Modified unqualified opinion
2008 Deloitte & Touche Vita Kuo, Roger Tai Modified unqualified opinion
2009 Deloitte & Touche Peter Fan, S. C. Huang Unqualified opinion




2. Reasons for changing CPAs in the past five years

Regular job rotations within Deloitte & Touche resulted in the change of CPAs from 2005 to 2009.

3. CPA service fees

Unit: NT$'000
Whether the
3, 't
Non-audit fee per(i::: :oe\l/uefls an
Account- Audit
o Name of CPA entire fiscal year Note
ing firm fee
Cc!mpar-1y Other | Subtotal Yes No
registration
. Fees for other non-audit ser-
Deloitte & Peter Fan >C. 9,220 257 1,802 11,279 % vices were mainly for tax related
Touche Huang )
consultation
Unit: NT$'000
Range of CPA service fee Audit fee Non-audit fee Total
1 NT$0~NT$1,999,999 - - -
2 NT$2,000,000~NT$3,999,999 - 2,059 2,059
3 NT$4,000,000~NT$5,999,999 - - -
4 NT$6,000,000~NT$7,999,999 - - -
5 NT$8,000,000~NT$9,999,999 9,220 - 9,220
6 NT$10,000,000 and above = = =

4. Chairman, CEO, and chief officer of finance or accounting held positions in the Company’s audit
firm or its affiliates: None

Internal Control System

1. Internal Control Office Organization

The Company’s Internal Audit Office is an independent unit that reports directly to the Board of Directors. The Internal Audit
Office is responsible for the examination and assessment of the internal controls of the Company’s financial, sales, opera-
tions, and management departments. All departments, including those of the subsidiaries, are subject to its audit.

—_—
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Regular internal audits are executed according to the annual audit plan. Special audit projects are implemented as needed.
These audits enhance internal control and provide timely recommendations for future improvements. In accordance with
corporate governance, audit reports are regularly submitted to and reviewed by the Chairman as well as the Audit Commit-
tee.

The Internal Audit Office also examines the mechanisms and results of self-evaluations by departments and subsidiaries to
ensure strict implementation. In addition, it generates and consolidates related inspection reports for the CEO and the Board
of Directors to evaluate the overall efficiency of existing internal control systems before generating an internal control system

statement.

Board of Directors

46
] | |
Internal Audit Operations Unit ‘ ‘ Compliance Unit
| |
1. Auditing of the Company and its subsidiaries 1. Conducting special audits
2. Monitoring and examining the effectiveness and 2. Handling staff and suppliers’ complaints
efficiency of the Company’s internal control sys- 3. Collecting, disseminating and ensuring compli-
tem ance with applicable laws and regulations

4. Conducting audits of information security man-
agement system

9dueulaA0D d1ei0dio) € *deyd

2. Report from CPA after examining the internal control system: None.

3. Violation of regulations and internal policies: None.

=



Taiwan Mobile Co., Ltd.
Internal Control Statement

Date: January 28,2010

Taiwan Mobile (TWM) states the following with regard to its internal control system for the year 2009:

1. TWM is fully aware that establishing, operating, and maintaining an internal control system are the responsi-
bilities of its Board of Directors and management. TWM has established such a system to provide reasonable
assurance in achieving objectives related to the effectiveness and efficiency of operations (including profits,
performance, and safeguarding of assets), reliability of financial reporting, and compliance with applicable laws
and regulations.

2. An internal control system has inherent limitations. An effective internal control system, no matter how per-
fectly designed, can provide only a reasonable assurance in the accomplishment of the three goals mentioned
above. Furthermore, the effectiveness of an internal control system may change along with changes in environ-
ment or circumstances. The internal control system of the Company contains self-monitoring mechanisms,
and the Company takes corrective actions as soon as a deficiency is identified.

3. TWM evaluates the design and operating effectiveness of its internal control system based on the criteria pro-
vided in the “Regulations Governing the Establishment of Internal Control Systems” by Public Companies
promulgated by the Securities and Futures Bureau, the Financial Supervisory Commission, and the Executive
Yuan (herein referred to as “Regulations”). The internal control system evaluation criteria stated in the Regu-
lations classify internal control into five key elements based on the process of management control: 1. Control
environment, 2. Risk assessment and response, 3. Control activities, 4. Information and communications, S.
Monitoring. Please refer to the Regulations for details on these five key elements.

4. TWM has evaluated the design and operating effectiveness of its internal control system according to the
aforesaid criteria.

S. Based on the findings of the evaluation mentioned in the third paragraph, TWM believes that as of Dec.31,
2009, its internal control system (including its supervision of subsidiaries), which encompasses internal con-
trols for the knowledge of the degree of achieving operational effectiveness and efliciency objectives, reliability
of financial reporting, and compliance with applicable laws and regulations, was effectively designed and oper-
ating and reasonably assured the achievement of the above-stated objectives.

6. This statement will form a major part of the Company's Annual Report and Prospectus and will be made pub-
lic. Any falsehood, concealment, or other illegality in the content made public will entail legal liability under
Articles 20, 32, 171 and 174 of the Securities and Exchange Act.

7. This statement has been passed by the TWM Board of Directors’ Meeting on January 28, 2010, where all of the
nine attending directors did not express any dissenting opinion and affirmed the content of the same.

Taiwan Mobile Co., Ltd.

Richard Tsai Harvey Chang

Chairman President
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Chap. 4 Financial Information

Capital and shares

1. History of capitalization

As of January 31, 2010 Unit: shares / NT$

Authorized capital Paid-in capital Remarks

Date | Par . In form .

Shares Amount (NT$) Shares Amount (NT$) Sl JEEE R other 2l DE A

(NTS) cert. no.
than cash

Feb- 10 6,000,000,000 60,000,000,000 4,999,325,082 49,093250,820  C conversion: - N.A
2007 Gt PR GEeEaasl G NT$9,491,450 A
May 10 6,000,000,000 60,000,000,000 4,999,757,281 49,997,572,810 o conversion: - N.A
2007 PPREE, PUREEE, 22220 22120 NT$4,321,990 i
AU9: 15 6.000,000,000 60,000,000,000 5,000,414,054 50,004,140,540 o conversion: - N.A
2007 PEREEE, i PURATS AR AES, NT$6,567,730 A
Nov- 15 6,000,000,000 60,000,000,000 5,000,925,363 50,000,253,630  C conversion: - N.A
2007 PPRER, SRS, PR PP NT$5,113,090 i
Dec. Cash capi- Authority approval
2007 10  6,000,000,000 60,000,000,000 3,800,925363 38,009,253,630 tal reduction: - N0.0960049978

NT$12,000,000,000

on Oct. 17, 2007

As of January 31, 2010 Unit: shares

Authorized capital

Remarks

Listed shares

Unissued shares

Total

Common stock

3,800,925,363

2,199,074,637

6,000,000,000

2. Shareholder structure

As of July 12, 2009

Gg;z;rg;int I:s':?l:‘t?;l s Other institutions | Individuals Forgigi;:diicis;ij:risons Total

No. of shareholders 6 17 305 43,623 607 44,558
Total shares owned 116,936,500 376,076,076 1,621,084,069 460,737,450 1,226,091,268 3,800,925,363

Holding percentage (%) 3.08 9.89 42.65 12.12 32.26 100.00




3. Shareholding distribution

As of July 12, 2009 Par value: NT$10/share

Shareholding range No. of shareholders Total shares owned Holding percentage
1~999 17,695 6,106,526 0.161%
1,000 ~ 5,000 19,554 41,805,806 1.100%
5,001 ~ 10,000 3,572 27,057,385 0.712%
10,001 ~ 15,000 984 12,168,137 0.320%
15,001 ~ 20,000 710 12,725,442 0.335%
20,001 ~ 30,000 540 13,465,668 0.354%
30,001 ~ 50,000 448 17,716,814 0.466%
50,001 ~ 100,000 318 23,079,226 0.607%
100,001 ~ 200,000 206 29,774,135 0.783%
200,001 ~ 400,000 119 33,413,984 0.879%
400,001 ~ 600,000 70 34,122,452 0.898%
600,001 ~ 800,000 44 31,086,460 0.818%
800,001 ~ 1,000,000 34 30,372,296 0.799%
1,000,001 and above 264 3,488,031,032 91.768%
Total 44,558 3,800,925,363 100.000%

4. Major shareholders
As of July 12, 2009

Name Total shares owned Holding percentage
Taiwan Fixed Network Co., Ltd. 456,294,760 12.005%
TFN Investment Co., Ltd. 355,622,851 9.356%
Cathay Life Insurance Co., Ltd. 198,016,000 5.210%
Ming Dong Co., Ltd. 191,624,725 5.042%
Fubon Life Assurance Co., Ltd. 137,546,000 3.619%
Dao Ying Co., Ltd. 116,616,380 3.068%
DLK Holding Co. LLC 114,006,661 2.999%
Daniel Tsai 96,644,434 2.543%
Fubon Securities Co., Ltd. 93,806,640 2.468%
Richard Tsai 91,466,154 2.406%

= — =
—— — —— —
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5. Major shareholders of TWM'’s institutional investors

Institutional investors

Major shareholders

Taiwan Fixed Network Co., Ltd.
TEN Investment Co., Ltd.

Cathay Life Insurance Co., Ltd.

Ming Dong Co., Ltd.

Fubon Life Assurance Co., Ltd.

Dao Ying Co., Ltd.

Fubon Securities Co., Ltd.

Taiwan Cellular Co., Ltd. (100%)
Taiwan Fixed Network Co., Ltd. (100%)
Cathay Financial Holding Co., Ltd. (100%)

Fubon Land Development Co., Ltd. (16.36%), Chung Shing Development Co., Ltd. (11.77%),
Fubon Construction Co., Ltd. (13.89%), Fu-Chi Investment Co., Ltd. (12.63%),

Ru Chi Investment Co., Ltd. (12.63%), Dao Chi Co., Ltd. (12.63%), Dao Ying Co., Ltd.
(9.6%), Fubon Charity Foundation (3.43%), Fubon Cultural & Education Foundation (2.53%),
Daniel Tsai (1.31%)

Fubon Financial Holding Co. Ltd. (100%)

Fubon Land Development Co., Ltd. (17.69%), Chung Shing Development Co., Ltd. (8.84%),
Fubon Construction Co., Ltd. (17.69%), Fu-Chi Investment Co., Ltd. (13.13%),

Ru Chi Investment Co., Ltd. (13.13%), Dao Chi Co., Ltd. (13.13%),

Ming Dong Co., Ltd. (9.6%), Fubon Charity Foundation (1.01%),

Wan-Tsai Tsai (1.01%), Shiang-Shun Yang Tsai (1.01%)

Fubon Financial Holding Co. Ltd. (100%)

Changes in shareholdings of directors, supervisors, managers and major shareholders

For 2009 and up to the publication date for 2010, the Company’s directors and major shareholders who own more than
10% of the Company’s outstanding shares did not conduct any major share transfers or pledges, except for Taiwan Fixed
Network’s and TCC Investment ‘s (Note 1) establishment of new companies with 589,143,432 shares of the Company. The
Company has maintained a good relationship with its directors, supervisors and major shareholders. With maximizing share-
holder value as its goal, the Company is focused on maintaining a stable management to reduce shareholder risk. Below is

a chart detailing net changes in shareholdings of directors, supervisors, managers and major shareholders.




1. Insignificant changes in shareholder structure

Unit: Shares
2009 2010 (as of January 31)
Title Name Net change |Net change | Net change | Net change
in sharehold- | in shares in share- in shares
ing pledged holding1 pledged
Chairman Richarq Tsai, Representative of
Fu-Chi Venture Corp.
Vice Chairman Dahiel Tsai, Representative of Fu-
Chi Venture Corp. 0 0 0 0
v g Repesenatie o
ecor tte 1 Bty G e s
= : (132,848,672) 0 0 0
Director (Note 1) Vivien Hsu, Representative of
TCC Investment Co., Ltd.
Director (Note 2 Tawan Fved Newwork Co., L1,
. A (456,294,760) 0 NA NA
Director (Note 2 Tatwan Fived Nevwork Co. Lid.
Independent Director Jack J.T. Huang 0 0 0 0
Independent Director Tsung-Ming Chung 0 0 0 0
Independent Director Wen-Li Yeh 0 0 0 0
Independent Director J. Carl Hsu 0 0 0 0
The Major Shareholder owns more than 10% TFN Union Investment Co., Ltd. 456,294,760 0 0 0
President & Chief Executive Officer Harvey Chang 1,241,000 0 0 0
SVP & Chief Financial Officer Vivien Hsu 0 0 0 0
SVP, CTO and COO of Home Business Group  James Jeng 37,000 (69,000)
SVP & COO of Consumer Business Group Cliff Lai 63,000 0 0 0
SVP & COO of Enterprise Business Group George C. Chou 190,000 0 0 0
Vice President C.A. Chuang (101,000) 0 (10,000) 0
Vice President Ariel Hwang 0 0 0 0
Vice President Jay Hong 30,000 0 (20,000) 0
Vice President HS Wang 60,000 0 (9,000) 0
Vice President Andrew Wong 5,000 0 0 0
Vice President James Chang 100,000 0 0 0
Vice President Daphne Yang (Note 3) NA NA 0 0
Vice President Rosie Yu 0 0 0 0
Vice President Ruth Liaw 50,398 0 (20,000) 0
Vice President Techi Juan 89,000 0 0 0
Vice President Egon Chen 20,000 0 0 0
Vice President Chien Chen (11,882) 0 0 0
Vice President and Deputy COO Jeff Ku 99,000 0 (65,000) 0
Vice President Sean Hsieh 66,000 0 (10,000) 0
Vice President Jerry Chu 41,216 0 0 0
Vice President Paul Huang 90,000 0 0 0
Vice President Simon Wang 54,000 0 0 0
Vice President Joseph Yang 68,000 0 0 0
Chief Strategy Officer JC Dorng (Note 4) (11,068) 0 NA NA
Chief Technology Officer Frank Lin (Note 5) (13,000) 0 NA NA
Vice President D.S. Chiou (Note 5) (1,000) 0 NA NA

Note 1: Former institutional director, TFN Investment Co., Ltd., was merged into TCC Investment Co., Ltd., on September 19, 2009
Note 2: The institutional Director, Taiwan Fixed Network Co., Ltd., resigned on September 18, 2009, due to transferring more than half of its shareholdings in
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the Company to establish TFN Union Investment Co., Ltd.
Note 3: Daphne Yang took office on January 4, 2010.
Note 4: JC Dorng resigned on October 31, 2009.
Note 5: Frank Lin and D.S. Chiou resigned on August 1, 2009.

—



2. Stock trade with related party

. . . . Tradi i
Name Reasons for trading Trading date | Counter party Relationship Shares ra (lr:%r)mce
Taiwan Fixed Net-  Establishment of new company TFN Union Invest- )
work Co., Ltd. with the Company’s shares 2009.09.18 ment Co., Ltd. Designated party | 456,294,760 49.90
TCCI Investment
TEN | E lish f
nvestment stablishment of new company 5,5 05 15 g pevelopment  Designated party 132,848,672 49.90
Co., Ltd. with the Company’s shares
Co., Ltd
. Establishment of new company Bo-han Invest- )
Vi H 2 12.22 D 2 1.7
vien Fsu with the Company’s shares 009 ment Co., Ltd. esignated party 392,000 61.70

3. Stock pledged with related party: None

4. Direct and indirect investments in affiliated companies
As of December 31, 2009 Unit: shares, %

Direct & indirect investment
. Investment by TWM by TWM’s directors, supervi- Total investment
Long-term investments
sors and management

:‘3' Shares Holding (%) Shares Holding (%) Shares | Holding (%)
T

a Taiwan Cellular Co., Ltd. 30,000,000 100.00 - - 30,000,000 100.00
g’ Wealth Media Technology Co., Ltd. 27,200,000 100.00 - - 27,200,000 100.00
>

;i' Taipei New Horizons Co., Ltd. 24,950,000 49.90 - - 24,950,000 49.90
% Bridge Mobile Pte. Ltd. 2,200,000 10.00 - - 2,200,000 10.00
3

=

e

>

S. Share price, net worth, earnings, dividends and related information

Unit: NT$, shares in thousand

2008 2009 As of Jan. 31, 2010 (Note 3)
High 60.50 62.50 62.90
Share price (NT$) Low 40.05 44.25 60.00
Average 52.49 53.44 61.48
Before earnings appropriation 17.17 17.42 17.42
Net worth per share (NT$) . -~
After earnings appropriation 12.46 Note 1 Note 1
Adjusted weighted average outstanding shares 2,966,368 2,979,311 2,979,311
Earnings per share (NT$) ) Before adjustment 5.18 4.66 4.66
Earnings per share -
After adjustment 5.18 Note 1 Note 1
Cash dividends 4.68704 Note 1 -
o o Retained earnings - Note 1 -
Dividends per share (NT$) Stock dividends -
Capital surplus - - -
Accumulated unpaid dividends - - -
. : . Before adjustment 10.13 11.47 -
Price earnings ratio (x) -
PE and dividend yield After adjustment 10.13 Note 1 -
(Note 2) Price to cash dividend (x) 11.20 - -
Cash dividend yield (%) 8.93 - -

Note 1: The appropriation amount indicated above is based on resolutions approved at the annual shareholders’ meetings in the subsequent year. The ap-
propriation amount for 2009 has not yet been approved.
: earnings ratio = Average closing price / earnings per share
Price-to-cas = Average closing price / cash dividend per share
Cash dividend-yield =Cash-divi e / average closing price
Note 3:-Net-worth per share-and-earnings per-share-are-base

nt audited financial statements. All others are as of January 31, 2010.




6. Relationship between TWM’s top 10 shareholders

As of July 12, 2009

Current sharehold-

Spouse’s/minor’s

Name and relationship between TWM’s shareholders as defined in the

Name (A) ing shareholding Statement of Financial Accounting Standards No. 6
Shares % Shares % Name (B) | Relationship
TFN Investment Co., Ltd. B is a subsidiary of A
Ming Dong Co., Ltd. B’s chairman is a relative within two degrees of A's chairman
Taiwan Fixed Dao Ying Co., Ltd. B’s chairman is a relative within two degrees of A's chairman
Network 456,294,760 | 12.005% _ _ Fubon Life Assurance Co., Ltd.  Related party
Co. Ltd. Fubon Sgcun.’ues Co., Ltd. Rglated party ‘
! Wan-Tsai Tsai B is a relative within two degrees of A's chairman
Daniel Tsai B is a director at A
Richard Tsai B is A's chairman
Taiwan Fixed Network Co., Ltd. ~ A'is B's chairman
TFN Investment Co., Ltd. Ais B's chairman
Ming Dong Co., Ltd. B's chairman is a relative within two degrees of A's chairman
Chairman: Dao Ying Co., Ltd. B's chairman is a relative within two degrees of A's chairman
Richard Tsai Fubon Life Assurance Co., Ltd.  A'is B's Chairman
Fubon Securities Co., Ltd. Related party
Wan-Tsai Tsai B is A's relative within two degrees
Daniel Tsai B is A's relative within two degrees
Taiwan Fixed Network Co., Ltd. B is A's parent company
Ming Dong Co., Ltd. B’s chairman is a relative within two degrees of A's chairman
TEN Invest- Dao Ying Co., Ltd. B's chairman is a relative within two degrees of A's chairman
ment Co., 355.622.851  9.356% _ _ Eubon Life A.s‘surance Co., Ltd.  Related party
Ld. ubon Securities Co., Ltd. Re_lated party _
Wan-Tsai Tsai B is a relative within two degrees of A's chairman
Daniel Tsai B is a director at A
Richard Tsai B is A's chairman
Taiwan Fixed Network Co., Ltd. A is B’s chairman
TFN Investment Co., Ltd. A'is B's chairman
Ming Dong Co., Ltd. B’s chairman is A's relative within two degrees
Chairman: Dao Ying Co., Ltd. B’s chairman is A's relative within two degrees
Richard Tsai Fubon Life Assurance Co., Ltd.  A'is B's chairman
Fubon Securities Co., Ltd. Related party
Wan-Tsai Tsai B is A's relative within two degrees
Daniel Tsai B is A's relative within two degrees
Cathay Life
Insurance 198,016,000 5.210% - - - -
Co., Ltd.
Chairman:
Hong-Tu - -
Tsai
Taiwan Fixed Network Co., Ltd.  B’s chairman is a relative within two degrees of A's chairman
TFN Investment Co., Ltd. B's chairman is a relative within two degrees of A's chairman
Dao Ying Co., Ltd. A and B have the same chairman
Ming Dong o Fubon Life Assurance Co., Ltd.  B’s chairman is a relative within two degrees of A's chairman
Co., Ltd. 191,624,725 | 5.042% B B Fubon Securities Co., Ltd. Related party
Wan-Tsai Tsai B is A's chairman
Daniel Tsai A's chairman is B's relative within two degrees
Richard Tsai A's chairman is B’s relative within two degrees
Taiwan Fixed Network Co., Ltd.  B’s chairman is A's relative within two degrees
TFN Investment Co., Ltd. B’s chairman is A's relative within two degrees
ERTETE Ming Dong Co., Ltd A ?s B's cha@rman
Wan-Tsai . Dao Ymg Co., Ltd. Ais B’slcha|rman . n
Tsai Fubon Life Assurance Co., Ltd.  B’s chairman is A's relative within two degrees
Fubon Securities Co., Ltd. Related party
Daniel Tsai B is A's relative within two degrees
Richard Tsai B is A's relative within two degrees
Taiwan Fixed Network Co., Ltd.  Related party
TFN Investment Co., Ltd. Related party
Fubon Life Ming Dong Co., Ltd. B's cha!rman @s a relat@ve vv!th!n two degrees of A's cha@rman
Assurance 137546000 3.619% . : Dao Ying Co..,‘ Ltd. B’s chairman is a _re_Iat_lve within two degr_ees of A chairman
Co. Ltd e : Fubon Securities Co., Ltd. A and B are subsidiaries of Fubon Financial Holding Co., Ltd.
A Wan-Tsai Tsai A's chairman is B’s relative within two degrees
Daniel Tsai A's chairman is B's relative within two degrees
Richard Tsai B is A's chairman
(Continued)
— - ~
— ——
——— T
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Current sharehold-

Spouse’s/minor’s

Name and relationship between TWM'’s shareholders as defined in the

Name (A) ing shareholding Statement of Financial Accounting Standards No. 6
Shares % Shares % Name (B) | Relationship
Taiwan Fixed Network Co., Ltd.  Ais B’s chairman
TFN Investment Co., Ltd. A'is B's chairman
Ming Dong Co., Ltd. B’s chairman is A's relative within two degrees
Chairman: Dao Ying Co., Ltd. B's chairman is A's relative within two degrees
Richard Tsai Fubon Life Assurance Co., Ltd.  A'is B's chairman
Fubon Securities Co., Ltd. Related party
Wan-Tsai Tsai B is A's relative within two degrees
Daniel Tsai B is A's relative within two degrees
Taiwan Fixed Network Co., Ltd.  B’s chairman is a relative within two degrees of A's chairman
TFN Investment Co., Ltd. B’s chairman is a relative within two degrees of A's chairman
Ming Dong Co., Ltd. A and B have the same chairman
Dao Ying 9 _ 3 Fubon Life Assurance Co., Ltd.  B's chairman is a relative within two degrees of A's chairman
Co., Ltd. 116,616,380 | 3.068% Fubon Securities Co., Ltd. Related party
Wan-Tsai Tsai B is A's chairman
Daniel Tsai A's chairman is B’s relative within two degrees
Richard Tsai A's chairman is B's relative within two degrees
Taiwan Fixed Network Co., Ltd.  B’s chairman is A's relative within two degrees
TFN Investment Co., Ltd. B’s chairman is A's relative within two degrees
Chairman: Ming Dong Co., Ltd A'is B's chairman
Wan-Tsai . Dao Ying Co., Ltd. A'is B's chairman
Tsai Fubon Life Assurance Co., Ltd.  B’s chairman is A's relative within two degrees
Fubon Securities Co., Ltd. Related party
Daniel Tsai B is A's relative within two degrees
Richard Tsai B is A's relative within two degrees
DLK Holding o
Co. LLC 114,006,661  2.999% - - - -
Taiwan Fixed Network Co., Ltd.  Ais a director at B
TFN Investment Co., Ltd. A'is a director at B
Ming Dong Co., Ltd. B’s chairman is A's relative within two degrees
) ) Dao Ying Co., Ltd. B's chairman is A's relative within two degrees
0, 0, ’
Daniel Tsai 9644434 2.543% 8646863 0227% Fubon Life Assurance Co., Ltd.  B’s chairman is A's relative within two degrees
Fubon Securities Co., Ltd. Related party
Wan-Tsai Tsai B is A's relative within two degrees
Richard Tsai B is A's relative within two degrees
Taiwan Fixed Network Co., Ltd.  Related party
TFN Investment Co., Ltd. Related party
Ming Dong Co., Ltd. Related party
Fubon Secu- )
b Dao Ying Co., Ltd. Related party
o) - -
Ettées Co,, RN | 2408 Fubon Life Assurance Co., Ltd. A and B are subsidiaries of Fubon Financial Holding Co., Ltd.
’ Wan-Tsai Tsai Related party
Daniel Tsai Related party
Richard Tsai Related party
Chairman:
David - -
Chang
Taiwan Fixed Network Co., Ltd. A is B's chairman
TFN Investment Co., Ltd. A'is B's chairman
Ming Dong Co., Ltd. B’s chairman is A's relative within two degrees
Richard Tsai | 91466154  2.406% 5651663  0.149% Dao Ying Co., Ltd. B's chairman is A's relative within two degrees

Fubon Life Assurance Co., Ltd.
Fubon Securities Co., Ltd.
Wan-Tsai Tsai

Daniel Tsai

A'is B's chairman

Related party

B is A's relative within two degrees
B is A's relative within two degrees




7. Dividend policy

1. Dividend policy under Articles of Incorporation

Stock dividends should not exceed 80% of total dividends distributed in a single year and should take into account the
Company’s major capital expenditure plans for the future. The dividend payout proposed by the board of directors has to be

approved at the annual shareholders’ meeting.

2. Proposed dividend allocation for approval at the annual shareholders’ meeting

Cash dividend is proposed to be NT$15,028,234,973. The Company received letters of agreement on April 28, 2010, from
TCC Investment Co., Ltd. (TCCI), TCCI Investment & Development Co., Ltd. (TID) and TFN Union Investment Co., Ltd. (TUI)
to forfeit their share of dividends. After deducting the 811,917,611 shares held by TCCI, TID and TUI, the net number of
shares that will be entitled to receive dividends is 2,989,007,752, representing $5.03 cash dividend per share.

8. Impact of stock dividend distribution on business performance and EPS

Not applicable. The board of directors proposed to distribute only cash dividends this year.

9. Share buyback

As of January 31, 2010

Share buyback

5th

Purpose
Buyback period

Buyback price range

Transfer to employees

2008.10.08 ~ 2008.12.07

NT$40.40 ~ NT$49.90

Total number of shares bought back 24,193,000
Buyback amount (NT$) 1,059,731,914
Number of shares canceled/transferred 24,193,000
Treasury stock balance (shares) 0
As a % of the Company’s total issued shares 0%
= =
—
.
—_—
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Corporate bond issuance

1. Corporate bonds

As of January 31, 2010

Issuance

First unsecured corporate bonds

Second unsecured corporate
bonds

Issue date
Denomination
Issuance and listing
Issue price

Total amount

Coupon

Term

Guarantor
Trustee
Underwriter

Legal counsel

Auditor

Repayment

Outstanding balance
Early repayment clause

Covenants

Credit rating agency, rating date, Company credit
rating

Amount converted/ exchanged into
Ancillary

rights — .
Rules governing issuance or conversion

(exchanged or subscription)

Dilution and other effects on shareholders’ equity

Custodian

common shares, ADRs or other securities

December 13~31, 2002
NT$5,000,000

Not applicable

100%

NT$15,000,000,000

IA ~IL: 2.60% p.a.

IIA ~ lIL: 5.21% p.a. minus floating rate but not
lower than 0%

A ~ 1lIM: 2.80% p.a.

IVA ~ IVM: 5.75% p.a. minus floating rate but not
lower than 0%

The floating rate is based on the USD 6-month
LIBOR rate quoted on page 3750 of Hong Kong
Bridge Telerate at 11 a.m. London time

5 years, maturing from Dec. 13-30, 2007
7 years, maturing from Dec. 13-31, 2009

None

Bank SinoPac, Trust Division

None

Cai-Sheng Lin, Attorney

Peter Lin, CPA, and Morris Yang, CPA

Deloitte & Touche

IA ~ IL: repayment of 50% of the principal at the
end of the 4th year and the remaining 50% at the
end of the 5th year

IIA ~ IIL: repayment in full upon maturity

A ~ llIM: repayment of 50% of the principal at the
end of the 6th year and the remaining 50% at the
end of the 7th year

IVA ~ IVM: repayment in full upon maturity

NT$0

None

None

Taiwan Ratings Co., Ltd., 2002.11.20, twAA-
Taiwan Ratings Co., Ltd., 2003.03.18, twA+
Taiwan Ratings Co., Ltd., 2004.12.22, twAA
Taiwan Ratings Co., Ltd., 2006.03.01, twAA+
Taiwan Ratings Co., Ltd., 2007.04.24, twAA
Taiwan Ratings Co., Ltd., 2008.06.05, twAA
Taiwan Ratings Co., Ltd., 2009.06.10, twAA

Not applicable

Not applicable

Not applicable

Not applicable

November 14, 2008
NT$10,000,000

Not applicable
100%
NT$8,000,000,000

2.88% p.a.

5 years, maturing on Nov. 14,
2013

None
Hua Nan Bank, Trust Division
None

Jim Chen, Attorney

Vita Kuo, CPA
Deloitte & Touche

Repayment of 50% of the prin-
cipal in the 4th year and the
remaining 50% in the 5th year

NT$8,000,000,000
None

None

Taiwan Ratings Co., Ltd.,
2008.09.15, twAA
Taiwan Ratings Co., Ltd.,
2009.06.10, twAA

Not applicable

Not applicable

Not applicable

Not applicable




Convertible bond information: None
Exchangeable bond: None

Shelf registration issuance: None

AN S o

Bond with warrant: None

Other Significant Issues

1. Mergers and acquisitions by issuing new shares: None
2. Other Issuance:

1. Preferred shares: None

2. Depositary receipt issuance: None

w

. Employee stock options: None
4. Private placement of company shares: None

5. Utilization plan and progress of rights issue: None

= ———
= .
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3. TWM shares held / sold by subsidiaries:

Unit:NT$ ‘000
. Taiwan Fixed Network Co., eclestneeed TFN Union Investment U SE
Subsidiary Ltd.(TFN) Ltd. (TCCI, merged TFN Co., Ltd.(TUI) Development Co., Ltd.
’ Investment Co., Ltd.) v (TID)
Pald._m 21,000,000 21,000 4,000 4,000
capital
Source of fundin Equit Equit TFN established TUI with  TFNI established TID with
: Uity quity the shares of the Company the shares of the Company
0,
7 owned by the 100% 100% 100% 100%
Company
Acquisition / disposal =~ September As of Jan 31, = September Asof Jan 31, September As of Jan 31, September As of Jan 31,
date 2009 2010 2009 2010 2009 2010 2009 2010
456,294,760 132,848,672
No. of shares acquired i ) ) ) shares i shares )
and payment costs NT$ NT$
22,769,109 6,629,149
456,294,760 132,848,672
No. of shares sold and shares i shares i i i i i
proceeds NT$ NT$
22,769,109 6,629,149
Investment income -(Note2) - -(Note2) - - - - -
Ending balance: 222,774,179 222,774,179 456,294,760 456,294,760 132,848,672 132,848,672
Total No. of shares i ) shares shares shares shares shares shares
and value NT$ NT$ NT$ NT$ NT$ NT$
(Note 1) 12,386,244 2,386,244 22,769,109 22,769,109 6,629,149 6,629,149
Pledges None None None None None None None None
Guarantees / endorse-
ments provided by the NT$20,383,160 NT$34,869,965 - - - - - -
Company
Financing provided by ) i i ) ) ) i
the Company

Note 1: Ending balance of value is carrying cost and does not include evaluation gains/losses.
Note 2: As TFN and TCCI established TUI and TID respectively with the share of the Company, related investment gains or losses were classified as deferred

credit.

4. Other significant events affecting shareholders’ equity or stock price: None




Chap. 5 Operating Strategy

Macro Environment

Consumer spending in communication and broadcasting
related services is largely influenced by the macroeconom-
ic environment. The statistics released by the Directorate-
General of Budget, Accounting and Statistics showed
that private consumption in 2009 recovered by 0.86%,
as the stock market bottomed out and consumer wealth
expanded. Looking at 2010, the DGBAS expects private
consumption to rise 1.77% YoY on strengthening con-
sumer confidence, as the domestic and global economies
continue to recover. Nonetheless, the Company expects
stiff challenges ahead from regulatory interventions in mo-
bile tariff cuts inevitably.

Performance by division

Overall Operating Results

In 2009, the Company’s consolidated revenue dropped
1% Yo, affected by falling revenues in the wireless market
amid the financial crisis as well as the third year of manda-
tory mobile tariff cuts for certain mobile voice rate plans.
The revenue growth in mobile value-added services (VAS)
and cable TV services failed to offset the decline in voice
revenue. As such, consolidated EBITDA declined 3%
from a year ago. Due to continuous 3G and 3.5G network
deployment and 2G telecom equipment upgrades, rising
3G depreciation expenses and 2G asset write-off losses
weighed on net income, which fell 10% from a year ago.

The Company’s business is divided into three main groups:

Consumer Business Group (CBG), Home Business Group
(HBG) and Enterprise Business Group (EBG).

As of Dec. 31, 2009

By business group

CBG

HBG EBG

Brand name

Services

2009 revenue (NT$m)

As a % of group
revenue

2009 EBITDA margin

Taiwan Mobile

¢ \/oice and data mobile services
for consumers

* Mobile international direct dial-
ing (IDD) service

53,931

78%

45.7%

TWM Broadband

e Pay TV
e Cable broadband
e Others

5,336 9,282
8% 14%
46.6% 22.2%

TWM Solution

¢ \oice and data mobile services for
enterprises

e Fixed-line

e International simple resale (ISR)
services

By business

Mobile business

Cable TV business

Fixed-line business

Market position

Subscriber base

One of the top three mobile op-
erators, with around 30% market
share in terms of mobile revenue
and subscriber numbers

* 6,409K mobile subscribers

Fourth-largest multi-system operator
(MSO0), covering 11% of households

in Taiwan

e 551K CATV subscribers
® 114K cable broadband subscribers

Second-largest internet service pro-
vider (ISP) with 5% share (TFN+TTN)
of the market after Chunghwa
Telecom

e Around 200K ADSL/FTTx internet
access users

S —
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Industry value chain

Telecom equipment and
system vendors

Content providers

w —) System aggregators ) Subscribers

Handset makers (consumers,

il

Taiwan Mobile Distribution channels/ enterprises,
' agents ' households)

Domestic/Overseas carriers

Channel aggregators

consumer Business Group terminal devices and new VAS, have been intro-
duced to stimulate subscriber take-up. This will be
1. Industry Overview an important driver of revenue growth in the future.

As for the prepaid segment, competition is intensify-

1. The three leading players continue to dominate Tai- ing due to continuous low-priced promotions from

wan’s mobile communications market. However, the other existing operators and new entrants.
smaller operators are gradually growing their market

share by offering free on-net calls and promotional 2. Products and Services

deals, resulting in intensified competition. With the

number of 3G subscribers in Taiwan surpassing that The Company’s Consumer Business Group (CBG) is main-

of 2G users in February 2009, the National Commu- ly engaged in providing mobile communications services

nications Commission (NCC) has called for expand- to individual consumers. The Company provides mobile

ing mobile tariff cuts to 3G services starting 2010 , services nationwide, covering Taiwan and the outlying is-

which would weigh on the revenue of mobile opera- lands of Kinmen and Matsu. The Company offers a range

tors. of derivative products that includes SIM cards for postpaid

subscribers, SIM and reloadable cards for prepaid sub-

2. In the postpaid segment, operators are seeking to scribers to make/receive calls and uses its voice, data,

expand the mobile broadband market. A variety of SMS, multimedia and video-messaging services.

new rate plans for data services, combined with new

V¥ Launched first Android phone to bring customers into the mobile internet G era

CALAXY i7500 &

Android AIREERR
3.ZHEAMOLEDENREY

SOONEREENEY
ece AREEN




1. Products and Services

Target Service . I
9 Description Highlights
customers | category
Voice Basic telecommunication voice services including calling and receiving calls from local fixed line,

domestic long distance and mobile phones

Individual Mobile Value-added services including voice mail, call forwarding, call waiting, conferencing, short mes-

consumers Data sage service (SMS), roaming, call barring, video calls, and multimedia & content services (e.g.,
ringtones, games, screensavers, MP3, video clips, video streaming), and internet access using
GPRS/3G/HSDPA transmission

IDD International direct dialing from mobile phones

2. Revenue breakdown by service

2009 2008
Amount Amount
% of total % of total
(NT$’000) % of tota (NT$’000) % of tota
Telecom service revenue 55,159,348 96.74% 53,609,372 98.71%
Other revenue* 1,856,104 3.26% 702,233 1.29%
Total revenue 57,015,452 100.00% 54,311,605 100.00%
Includes revenue from handset sales and commissions from receipts under custody and payment on behalf of others
3. Mobile subscriber number and revenue for the past two years
2009 2008
Domestic Overseas Domestic Overseas
Average No. of| Revenue |Average No.of| Revenue |Average No.of| Revenue |Average No.of| Revenue
subscribers | (NT$°000) | subscribers | (NT$000) | subscribers | (NT$000) | subscribers | (NT$’000)
Telecom ¢ 373580 55,150,348 - - 5,694,536 53,609,372 -
service
Note: Average number of subscribers = (sum of monthly average number of subscribers)/12
4. Major contracts
Counterpart Contract period Description Restriction clauses

Synnex Technology Inter-

national Corp.

2005.02.01~
(Under negotiation) (Note 1)

Synnex is authorized to distribute
TWM'’s mobile phone services

Non-disclosure

Sales & Aurora Telecomn Cor 2009.07.01~ Aurora is authorized to distribute Non-disclosure
distribution P 20100630 TWM's mobile phone services
Tsann Kuen Enterprise Tsann Kuen is authorized to distrib- )
2009.04.01~2010.03.31 Non- |
Co., Ltd. 09.04.01-2010.03.3 ute TWM'’s mobile phone services on-disclosure
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Contract period

Description

Restriction
clauses

Nature Counterpart
Chunghwa Telecom Co., Ltd.
New Century InfoComm Tech Co., Ltd.
Taiwan Fixed Network Co., Ltd.
Asia Pacific Telecom Co., Ltd.
Network
intercon- VIBO Telecom Inc.
nection
Asia Pacific Broadband Wireless Communi-
cations Inc.
Far EasTone Telecommunications Co., Ltd.
KG Telecommunications Co., Ltd.
First International Telecom Corp.
Handset )
purchase Synnex Technology International Corp.
e PX Capital Partners B.V.
¢ \Wealth Media Technology Co., Ltd.
(Wealth Media)
Purchase e Cheng Ting Co., Ltd. (Cheng Ting)
and ¢ Wei Mao Co., Ltd.
merger e Taiwan Fixed Network Co., Ltd. (TFN)
agreement e TCC Investment Co., Ltd. (TCCI)
e TFN Union Investment Co., Ltd. (TUI)
e TCCl Investment & Development Co.,
Ltd. (TID)
Syndicated = Chinatrust Commercial Bank and 8 other
loan banks
Corporlate Chinatrust Securities and 9 other securities
bonds issu- .
companies
ance
Nokia Siemens Networks Taiwan Co., Ltd.
Equipment
purchase
Nokia Siemens Networks Taiwan Co., Ltd.
Customer  Taiwan Teleservices & Technologies Co.,
service Ltd. (TT&T)

2005.01.01 ~2005.12.31
(Note 2)

2005.05.01 ~2006.04.30
(Note 2)

2007.07.01 ~2008.06.30
(Note 2)

2005.10.15 ~2006.10.14
(Note 2)

2006.01.16~2007.01.15
(Note 3)

2003.07.23~2004.07.22
(Note 3)

2004.02.10 ~2005.02.09
(Note 3)

2004.03.01~2005.02.28
(Note 3)

2005.05.01 ~2006.04.30
(Note 3)

2008.01.01~2008.12.31
(Note 1)

2009.09.16 till the Agree-
ment is terminated by
TWM or PX Capital Part-
ners B.V. in accordance
with the termination
clause of this Agreement

2008.02.21~2011.02.21

2008.11.14~2013.11.14

2006.09.26~2009.12.31

2009.04.01~2010.12.31

2006.01.01~2010.12.31

Network interconnection contract
Network interconnection contract
Network interconnection contract

Network interconnection contract

Voice and short message service
contract

Voice and short messaging service
contract

Voice and short message service
contract

Voice and short message service
contract

Voice and short message service
contract

Synnex is a consignee selling
TWM handsets and other com-
munication products

e Wealth Media, the wholly
owned subsidiary of TWM,
purchased shares of Cheng
Ting, owned by PX Capital

e TUI and TID were merged with
Wei Mao, with Wei Mao as
the surviving company

Syndicated credit line of NT$13.5
billion

The total amount of issuing the
second unsecured ordinary corpo-
rate bond is NT$8,000,000,000

Contract for 3G equipment and
service supply: Total contract
amounted to NT$4.8 billion
Contract for 3G equipment sup-
ply: Total contract amounted to
NT$3.22 billion.

TT&T to handle TWM's customer
service and product sales

Non-disclosure
Non-disclosure
Non-disclosure
Non-disclosure
Non-disclosure
Non-disclosure
Non-disclosure
Non-disclosure

Non-disclosure

Non-disclosure

Non-disclosure

Certain restric-
tions on debt
ratios, interest
coverage ratio,
net value of tan-
gible assets

Non-disclosure

Non-disclosure

Non-disclosure

Non-disclosure

Note 1: The contract will be automatically extended if neither party objects to its extension.

Note 2: When the network interconnection contract expires, should the two parties not be able to conclude their negotiations within three months after their

Note 3:

commencement, the process shall be as follows:

(a) If the two parties concur to continue their negotiations, the contract terms will be the same as the originally negotiated terms or such other terms

agreed by both parties, until a new agreement is reached.

(b) Either party can appeal to the NCC for a ruling. Prior to the date of such a ruling, the contract terms shall be the same as those originally negoti-

ated. Following the ruling, the new contract terms will be formed based on the ruling.
Negotiations for a new agreement shall commence three months prior to the expiry date of the original agreement. If negotiations are not com-

pleted prior to the expiry date, the parties agree to perform their obligations based on the original agreement until such time when a new agreement

is finalized.




3. Operating Status

1. Postpaid products and services

Following the successful launch of the “New Line 299”
rate plan in 2008, the “My Saving 699” rate plan was
introduced in August 2009, which offers 10 minutes of
free service for each on-net call, 80 minutes of free do-
mestic calls (both on-net and off-net) and a low charge of
NT$1.50 for every 3-minute mobile-to-fixed line call. The
new rate plan helped boost the percentage of mid-to-high
rate plan subscribers to the total number of new subscrib-
ers by 5ppts to more than 60% in 2009.

The Company is focused on attracting high-end users.
The percentage of mid-to-high rate plan subscribers to
the total number of new subscribers held steady at over
60% in 2009 despite the global economic slow recovery.
The Company also has excellent loyalty programs in place
to help secure its customer base and minimize churn
rates. For high average revenue per user (ARPU) custom-
ers, the Company has an exclusive program called “my
VIP.” It also offers a credit card program that allows cus-
tomers to earn rebates based on their phone bills.

2. Prepaid products and services

In 2008, the Company launched the first pre-paid card for
3G services in Taiwan, enabling subscribers to experience
the high transmission speed and new audiovisual ser-
vices that 3G provides. In 2009, the “Tri-Service Hotline”
expanded on-net voice call
discounts to include mobile-to-
fixed-line calls and on-net video
calls. These packages have
helped the Company maintain
its brand leadership.

In the foreign worker segment,
the Company has continued to
strengthen its dominant position
in the Thai and Vietnamese con-
tract worker markets. To better
serve Indonesian and Filipino
contract workers in Taiwan, the
Company has collaborated with

Indonesia’s Telkomsel and the Philippines’ Globe Telecom
(both are members of the Bridge Alliance, the largest al-
liance of telecommunications service providers in the
Asia-Pacific region) to introduce the first transnational co-
branded prepaid cards in Taiwan: the “OK Simpati-Kagen”
card and the “OK Kababayan” card. Working on improving
call quality and network capacity for international calls, the
Company became the first mobile operator in Taiwan to
launch international video call service, further strengthen-
ing its position in these markets.

Thanks to the introduction of new products, flexible mar-
keting of prepaid cards and effective control of operating
costs, the Company was able to grow both its prepaid
subscriber base and prepaid VAS revenue in 2009.

3. Value-added services

The Company posted a significant increase in VAS revenue
in 2009. In particular, revenue from mobile internet access
rose 65%, thanks to high-quality mobile internet services
and flexible data rate plans, as well as the popularity of
customized handsets, 3.5G data cards and netbooks.
These helped attract a large number of mobile internet us-
ers and also encouraged existing subscribers to use value-
added services.

In 2009, the Company introduced a large number of inno-
vative and popular VAS products, including: "Catch Music”

V¥ “My Mobile Secretary”, a new value-added service, al-
lows users to update their phone books and calendar
any time anywhere.

Do
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service that enables subscribers to listen to music wher-
ever and whenever they want; Taiwan's first integrated
advertising service with mobile ring-back-tones; an inte-
grated system for consolidating 3G SIM card and mobile
phone book addresses, as well as allow users to import
external contact lists (e.g., from Yahoo!, Google, Hotmail
and Outlook), effectively giving subscribers a round-the-
clock “mobile personal assistant,” an internet portal and
applications designed especially for smartphone users.

In addition, the consolidation of TWM, Mobitai and TAT’s
value-added service platform has helped the Company lift
operating efficiency as well as VAS revenue growth.

4. Opportunities and Challenges

The Company enjoys several advantages that will facilitate
its development of the mobile communications markets,
as detailed below:

1. Positive factors

1. With faster data transmission speeds, lower prices
for smart devices and data rate plans and the emer-
gence of new, varied applications, mobile internet
access is rapidly spreading from business people
and professionals to ordinary consumers, contribut-
ing to the rapid growth in non-voice revenue.

2. With information technology, communications and
media trends converging, mobile communications
operators have an important role to play in the sup-
ply chain, providing consumers with multimedia
content through wireless transmission.

3. With the rapid growth of the internet, many innova-
tive technologies and business models have been
extended to the mobile internet.

2. Negative factors

1. NCC's mandatory tariff cuts have added a degree of
uncertainty to the outlook for future earnings growth.

2. In 2009, both Tatung InfoComm and FarEasTone
began to roll out WIMAX services. With its high
bandwidth, WIMAX is expected to stimulate in-
for wireless internet access, creat-
ing new challenges-for-existing-playe

3. With slow pickup of the economy, consumers have
become more cautious in spending, weighing on
revenue growth in voice services.

3. Countermeasures

1. In 2010, the Company will closely monitor the rollout
of its 3.5G network to provide high-speed internet
access, as well as the development of long-term
evolution (LTE) technology.

2. The Company will draft appropriate strategies in re-
sponse to government policy changes and new laws
and regulations.

3. The Company will introduce innovative value-added
services to stimulate data service revenue growth
and compensate for voice revenue shortfalls.

4. The Company announced its acquisition of Kbro in
2009, adding 1 million new cable TV subscribers
and creating new opportunities for cross-selling of
mobile, fixed-line, cable TV and entertainment ser-
vices. The deal should help attract new subscribers
and create new revenue streams from content inte-
gration.

4, Competitive edges

1. Better customer mix:

Although the global economic downturn led to a
slight decline in the number of new subscribers in
2009, the Company succeeded in improving its sub-
scriber base structure. The percentage of low usage
subscribers fell by 2.5ppts from a year ago, while
the percentage of mid-to-high usage subscribers
continued to rise.

2. Market leader in wireless broadband services:
In 2005, the Company became the first mobile
communications operator in Taiwan to launch 3G
services and in 2007, it rolled out Taiwan’s first 3.5G
service. Subscribers enjoy flexible rate plans, high-
quality mobile phone handsets, and a wide range
of value-added services. By the end of 2009, the
Company had a 3G subscriber base of 3.65 million
users, who contributed more significantly to value-



added service ARPU than 2G subscribers and have
become the main driver of VAS revenue growth.

3. Industry leader in offering customer satisfaction:

In 2009, the Company won, for the sixth year in
a row, two Reader’s Digest Gold Trusted Brand
awards for best mobile service provider and best
telecom company. The Company will continue to
pursue high service quality and efficiency to “create
the best user experience” and achieve even higher
levels of customer satisfaction.

5. Operating Results Review

Affected by an NCC-mandated price cut on certain mobile
rate plans for the third year in a row and lackluster private
consumption, which only recovered in the second half of
2009, CBG’s revenue last year dropped 2% from a year
ago. The Group continued pushing mobile internet ser-
vices by offering diversified data rate plans and catering to
different customer needs. The popularity of smartphones,
data cards and netbooks boosted VAS revenue by 24%
from a year ago, far ahead of its major competitors.

6. Shortand Long-term Business Develop-
ment Plans

1. Short-term development plan

Besides encouraging existing subscribers to upgrade to
3G services, the Company will also seek to boost mobile
broadband and mobile internet access penetration rates
through innovative new services. At the same time, network
quality will be maintained and further optimized. New, high-
quality, affordable smartphones will be introduced for closer
integration of mobile devices and value-added services en-
abling customers to embrace an all mobile lifestyle.

2. Mid-to-long-term development plan

The Company aims to integrate the mobile phone, TV and
computer platform to provide subscribers with a variety of
digital convergence services. The focus will be on the fol-
lowing:

1. Establishing a “quadruple-play” platform that inte-
grates mobile communications, fixed line, broad-
band internet access and cable TV services to give

—

the Company a lead over its competitors in offering
digital convergence services in Taiwan.

2. Leveraging M2M (machine-to-machine) technology
into our product and services to integrate mobile
handsets, high-quality mobile networks and cloud
computing technology to expand service range and
support the development of innovative, profitable
business models.

3. Implementing market segmentation to provide cus-
tomers with differentiated service to meet their per-
sonalized demands.

Home Business Group

1. Industry Overview

1. New trends in digital convergence: Digital TV ready to
take off

Leading service operators in the US, Europe, Japan and
South Korea are aggressively rolling out digital TV ser-
vices. This expansion into the media and entertainment
sectors is expected to bring new sources of innovation-
driven revenue growth. In line with this trend, TWM Broad-
band launched its “New TV” digital cable TV service in July
2009, offering a wide range of high-quality digital video
content, including a number of exciting channels that are
only available from TWM Broadband. “New TV” promises
to provide local households with a brand-new entertain-
ment experience.

With several other leading Taiwanese MSOs rolling out
similar services last year, digital TV services have opened
up a whole new world of high-definition (HD) video for lo-
cal viewers.

2. Movement toward free competition, establishment of a
regulatory framework

In August 2009, the NCC approved an amendment to the
Radio and Television Act that analog broadcasting for ter-
restrial TV be switched off in 2011. In addition, the Com-
mission proposes “issuance of wireless digital TV second
single-channel-network license plan” to give consumers
more choices and encourage free competition in the digi-
tal TV service market.
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In preparation for the new era of digital convergence, the
NCC has invited experts from industry, government, and
institution to form an integration task force team (“conver-
gence development policy study team”) to discuss major
issues and receive public opinions for the reference of fu-
ture law making.

2. Products and Services

The Home Business Group (HBG) holds cable TV system
operating licenses and a Type Il telecommunications busi-
ness license. It mainly provides analog and digital cable
service, as well as cable broadband internet access in the
cities of Sinjnuang and Sijhih in Taipei County, Yilan County
and Fengshan City in Kaohsiung County.

HBG is also the operator of the “Momo Kids Channel”
(which provides family-friendly TV content) through the
Company’s subsidiary, Win TV Broadcasting Co., Ltd., and
serves as a distribution agent for a number of popular do-
mestic and international TV channel contents. The Group
aims to provide its customers with a comprehensive range

of digital audiovisual entertainment services.

V¥ Taiwan Mobile launched “New TV” digital TV service
ushering in the media entertainment business and a
content integrator.

Products and Services

Service | Products/ Details
category | Services

Using broad bandwidth coaxial cables,
a wide range of analog TV content is
transmitted to customers’ terminals.

Analog cable
TV

Transmitting domestic and interna-
tional digital TV content through cable
Digital cable ' TV networks to customers’ homes.
TV Customers can use a set-top box and
smart card provided by TWM Broad-
band to receive HD digital videos.

Pay TV

Using cable TV system operators’
Broadband Cable broad- hybrid fiber-coaxial networks and new-
internet  band access generation DOCSIS 3.0 broadband ac-
access (FTTx) cess technology to provide high-speed
internet access.

Distributing high-quality domestic and
Cable and  international TV channel content for

Content . -
di(s)tnrisz digital TV the Group’s own analog cable TV, digi-
tion channel con- tal TV and “New TV" services, as well

tent as other system operators and video
service platforms.

3. Operating Status

1. Products and Services

1. Cable TV
To maintain its customer base, HBG has launched a




special initiative to encourage existing customers to
continue subscribing to analog cable TV services.

2. Cable broadband Internet access

Fiber optic subscription is the major contributor
to 2009 broadband access revenue growth. To
stimulate broadband subscriber growth and raise
the cable broadband penetration rate, the Group
has launched special promotions and incentive
programs to encourage customers to upgrade to
higher speed services in order to boost overall cable
broadband subscribers’ ARPU.

3. Digital cable TV
In July 2009, TWM Broadband launched its “New
TV” digital TV service, which offers users HD digital
content, including select exclusive programs. “New
TV” is expected to develop new revenue streams for
the Group.

2. Management

1. TWM Broadband brand re-engineering
The Group continued to carry out its Excel Custom-
er Experience (ECE) program aimed at providing the
best experience to increase customer satisfaction
and loyalty.

2. Expanding distribution channels
In July 2009, the Group started promoting its “New
TV” digital TV display and experience at Taiwan Mo-
bile “myfone” shops located in TWM’s CATV operat-
ing areas. Giving customers a taste of this service at
“myfone” stores enhances their willingness to sub-
scribe to DTV services.

4. Opportunities and Challenges

The Company believes that the CATV industry will contin-
ue to evolve. Factors, both advantageous and disadvanta-
geous, which may affect the CATV industry are outlined
below:

1. Positive factors

1. CATV operators still benefit from local features and
rich content: CATV operators in Taiwan still enjoy

a local edge. NCC statistics shows that the CATV
penetration rate in Taiwan as of the end of 2009
was a high 63.80%, underlining local consumers’
heavy reliance on this service. A survey of digital TV
service demand among Taiwanese households that
was conducted in 2009 by the Market Intelligence
Center (MIC) of the Institute for Information Indus-
try showed that consumers enjoyed having a wide
range of cable TV channels to choose from and that
their preferences in regard to cable TV content was
very distinctive.

CHT’s MOD service suffers from a low take-up rate
given a lack of variety of content and thus does not
pose a threat to the CATV industry.

. Higher speed broadband services becoming the

mainstream: The Group has continued to invest in
two-way fiber optic network deployment and to pro-
mote its cable broadband access service. In 2009,
the Group adopted the latest DOCSIS 3.0 broad-
band network access technology, offering subscrib-
ers data transmission speeds of up to 20M, which
can be upgraded to 160M in the future. This meets
users’ need for ever-faster broadband connection
and should help boost revenue from cable broad-
band.

. Expanding regional operation scale: The NCC has

begun studying the feasibility of expanding CATV
operators’ licensing zones to facilitate multi-zone
CATV network operation and redefine operating re-
gions in order to create a level playing field for CATV
and MOD operators.

2. Negative factors

1. The cable TV market in Taiwan is saturated and

subscriber growth is decelerating. There is still the
risk that local governments could lower the CATV
price cap during their annual review.

2. The NCC has yet to clarify its policy on digitalization,

e.g., will CATV operators be required to subsidize
at least two set-top boxes? The Group will continue
monitoring the commission’s digitalization policy and
related legislation.
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3. Countermeasures

1. The ongoing deployment of two-way fiber optic net-

works will help improve connection quality and sig-
nal stability, facilitating the adoption of DTV services.

. The Group will continue to maintain friendly relations

with local government authorities and residents. It
will work with other organizations within the Taiwan
Mobile Group, such as the Taiwan Mobile Founda-
tion, to sponsor local cultural and charitable activi-
ties and improve network infrastructure in remote
districts, thereby helping to reduce the digital divide
and fulfill its responsibilities as a good corporate
citizen as well as strengthening the Taiwan Mobile
Group’s corporate image as an enterprise that
“draws from its strengths and gives back to the lo-
cal community.”

3. Using HD digital content to stimulate DTV subscriber

growth

The Group will continue to secure high-quality HD
digital channel content (both domestic and inter-
national) to provide consumers with a wide choice
of content and a superior audiovisual experience
to stimulate digital TV subscriber growth, enhance
viewing satisfaction and increase customer loyalty.

. Integrating Group resources to develop innovative

digital convergence products and services

The Taiwan Mobile Group possesses significant mo-
bile, fixed network, CATV, ISP and content resourc-
es. These resources, combined with the support
provided by the Group’s strong technology team
and its effective integration of marketing and sales

V¥ Taiwan Mobile exclusively offers the first touch screen
BlackBerry® Storm™, the best mobile solution for the
business people.

3. The Group will closely monitor changes in the regu-
latory authorities’ policies on digitalization and the

ABarens bunesado g deyd

revision of related laws and regulations, and will ac-
tively lobby for and communicate with the authori-
ties, while also planning appropriate countermea-
sures in advance.

4, Competitive edges

1. Building brand value through a customer-focused

approach

The Group will continue to adhere to the ECE phi-
losophy to create the best user experience. At the
same time, it will continue to strengthen frontline
personnel’s understanding of the industry environ-
ment and their professional expertise through regu-
lar internal training activities to serve customers.

. Advanced fiber optic cable broadband access

The Group acquired more high speed service
customers with the introduction of cutting-edge
DOCSIS 3.0 technology. With a single coaxial cable
connection, consumers can enjoy cable TV, ultra-
high-speed internet access and a wide range of au-
diovisual entertainment services and other digital in-
teractive services in the comfort of their own home.




resources, represent a significant source of competi-
tive advantage for HBG in the household market
segment.

5. Operating Results Review

HBG’s revenue is largely derived from CATV and cable
broadband services. On the CATV front, revenue rose 20%
YoY, bolstered by its new content distribution business,
steady growth in pay TV subscriber numbers and rising
channel leasing revenue from a year ago. The Group of-
fered premium quality cable broadband service at a lower
price and was able to boost its subscriber mix in high-
speed service. In 2009, cable broadband subscribers and
revenue grew 31% and 44% YoY, respectively, boosting
total HBG revenue by 22% YoY.

6. Short and Long-term Business Develop-
ment Plans

HBG will continue to focus on the home market, position-
ing itself as a provider of integrated home communications
and audiovisual entertainment solutions. It will continue
working to raise the broadband penetration rate, increase
the percentage of broadband subscribers who use high
bandwidth connections, and grow the number of “New
TV” digital TV service subscribers.

1. Short-term development plan
1. The Group will continue using cable access to chal-
lenge the effective oligopoly that Chunghwa Telecom
enjoys on last-mile access. In addition, the Group
will launch special promotions targeting customer
segments and work to develop its cable broadband
Internet service.

2. The Group will expand deployment of DOCSIS 3.0
to boost the number of high bandwidth users and
satisfy home users’ need for both high-speed Inter-
net access and HD audiovisual and multimedia ap-
plications.

3. The Group will increase popular HD digital video
channel content (both domestic and international)
to enrich its “New TV” digital TV service. It will also
work to develop a wide range of interactive audiovi-
sual content and other new digital content.

2. Mid-to-long-term development plan

1. The Group will continue to monitor changes in
consumer needs and pursue collaborations with
content service providers on the deployment of new
services for online platforms. It will also monitor new
trends in global digital convergence and strategies
adopted by the world’s leading players to facilitate
the Group’s development of innovative digital con-
vergence services that leverage the Taiwan Mobile
Group’s extensive mobile, fixed network and digital
cable TV resources.

2. In response to the global trend towards the “TV-
ization of the internet and the diversification of TV,”
the Group will undertake in-depth studies of digital
convergence services that have been rolled out by
telecommunications service providers and ISPs in
other parts of the world. Analyzing the experience of
mature markets and the business models that have
been adopted in these markets will help the Group
evaluate the opportunities that exist in the digital
convergence services market in Taiwan. These can
help the Group roll out integrated digital TV product
offerings in stages in line with market demand.

Enterprise Business Group

1. Industry Overview

The Enterprise Business Group (EBG) offers enterprise
customers voice, internet and data services. Given the
rising demand for integrated information and communica-
tion technologies (ICT) solutions and services, IP-based
applications have become more popular, resulting in mild
growth for the domestic telecommunications market.

1. Voice service

Because of the rise of VoIP and mobile telecom services,
revenue from traditional telecom services has been drop-
ping. In contrast, subscribers to and revenue from Enter-
prise E phone (VoIP) are expected to keep on increasing.
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2. Data service

Rising demand for enterprise data access will result in
steady growth in IP VPN and Metro Ethernet revenue.

3. Internet service

As internet content services boom, FTTx is taking the
place of ADSL. Moreover, 3G/3.5G mobile broadband
businesses are forecasted to expand. The market satura-
tion and price decline is expected to weigh on revenue
growth.

4. Mobile service

As demand for mobile office increases, data revenue from
smartphones and 3.5G data cards is expected to remain
on the rise. Mobile voice revenue from enterprise should
benefit from the economic recovery and maintain moder-
ate growth.

Products and Services

5. System integration service

The current trend is for telecom operators to offer both
data and internet services along with unified threat man-
agement (UTM),and firewall facilities. With the demand for
enterprise data and internet services increasing, the Com-
pany expects a steady increase in subscriber numbers
and revenue.

2. Products and Services

EBG offers enterprise customers integrated ICT solutions
and services under the name “TWM Solution.” The Group’s
main market is Taiwan, but also offers international servic-
es covering 231 countries. By the end of 2009, its roaming
services covered: GSM: 142 countries, 269 networks; 3G:
46 countries, 84 networks; GPRS: 105 countries, 200 net-
works.

Service Category

Description

Fixed-line voice

Fixed-line data

Mobile

integration

EBG provides integrated voice solutions, including Enterprise E phone, PBX E phone (VolIP service), local calls, long-
distance calls, international calls, Centrex, 080 domestic toll-free service, audio conference, intelligent network
services (e.g., 0209 services) and ISR, enabling users to save on calling costs. TWM Solution continues to develop
advanced technologies to enhance reliability and provide instant response to ensure customer satisfaction.

EBG offers different types of circuits for information transmission, including leased line, Metro Ethernet, IP VPN, IPLC
and ADSL VPN. These circuits and bandwidth for data transmission among terminals enable users to build a commu-
nications network and expand their business opportunities.

EBG offers internet access via leased line, Metro Ethernet, ADSL, FTTx and dial-up. The Company also provides inter-
Internet net data center (IDC) services, including co-location, web hosting, super mail and domain name registration. EBG’s
IDC services not only cover carrier-level facilities, but also managing/maintenance services for customers.

EBG offers enterprise customers the following mobile services: regular voice services, mobile virtual private network
(VPN), intelligent transportation system (ITS), BlackBerry enterprise solution and mobile data VPN service.

System EBG provides sales, implementation, network manager and maintenance services for PBX, VoIP customer premises
equipment (CPE), WAN and LAN CPE for customers.




3. Operating Status

In May 2009, EBG launched its “Company Saving Pack-
age,” a comprehensive enterprise and government solu-
tion package, comprising voice, mobile, data, internet
and system integration services in line with the growing
demand of small-medium enterprises for cost-saving
telecom services amid the economic slowdown. To meet
businesses’ need for instant info-com trouble shooting,
EBG introduced its “Network Manager” automatic network
management system to provide automatic monitoring,
alarm and problem reporting services in July 2009. In ad-
dition, the Company launched Chinese BlackBerry touch
panel handset “Storm” in August 2009 to meet customers’
needs.

4. Opportunities and Challenges

The Company believes that the overall macro environment
remains neutral in terms of growth for the fixed-line indus-

try.
1. Positive factors

1. Future convergence products will be aimed at con-
solidating intranet, broadband management and in-
formation security into a one-stop shop for custom-
ers. The Company has the advantage of possessing
resources for both mobile and fixed-line services.

2. Enterprises trading in the Greater China area will
boost demand for integrated telecommunications
and network efficiency.

2. Negative factors

1. The local loop bottleneck is a major obstacle to
fixed-line operators’ business expansion, as market
leader CHT continues to dominate with its last mile
advantage.

2. NCC is pushing for rationalization of telecom tariffs
and has demanded telecom operators lower retail

rates gradually, adding to operation difficulties.
3. Countermeasures

1. Raising ARPU: Target high-usage customers by pro-
viding services such as “Information and Commu-
nications Integrated Solution” that meet customers’
varying needs; establish partnership with customers
to enhance customer loyalty.

2. Targeting high-quality services: Focus on IP VPN
and Metro Ethernet solutions to provide high-quality
integrated platform infrastructure and voice/network
CPE; provide device-monitoring service, CPE main-
tenance and “Network Manager” (automatic network
management service), as well as trouble shooting
and immediate status response.

3. Expanding cost and operation synergy: Carefully
evaluate project expansion and revision of IP policy
and submarine cable strategy to ensure short, mid
and long-term benefits and improve core compe-
tence. In order to reduce costs and enhance net-
work quality, TWM expanded its point of presence
(POP) to the US and Singapore in 2009 and hooked
up with several Tier-1 operators.

4. Providing integrated services: The Company aims
not only to provide customers with premium ser-
vices and stable network quality, but also to develop
new VolP products (e.g. Enterprise E phone and
PBX E phone) to meet users’ needs. EBG will keep
leveraging the resources of the group to the benefit
and satisfaction of its customers.

4, Competitive edges

1. Premium brand equity
The Company insists on providing customer-centric
quality services to its customers. A new brand,
called “TWM Solution,” was launched and has
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gained the recognition of major enterprises. TWM
Solution received the highest rating in an online sat-
isfaction survey on companies conducted by Fore-
seeing Innovative New Digiservices (FIND) of the
Institute for Information Industry in 2009.

2. Professional management team and efficient sup-
port group
The Company leads the competition in achieving
synergies from the integration of group resources,
including mobile telephony, fixed network and cable
TV network, with integrated back-office functions,
e.g., network planning, operation and maintenance,
information technology and procurement, to sup-
port its frontline operations and provide enterprise
customers with exclusive integrated information and
communication technology for business expansion.

3. Effective sales teams and channels
Expand services through direct sales teams, chan-
nel partners, and retail chains across the nation.

4. Expanding resources from international alliances
The Company is the sole Taiwanese member of the
Bridge Alliance, the largest mobile alliance in Asia
Pacific with a combined customer base about 300
million.

5. Operating Results Review

In 2009, affected by the financial crisis, enterprise custom-
ers reduced usage of mobile / fixed-line voice, leased lines
and internet services. Although it has picked up since
2HO09, EBG’s revenue was still down 4% from a year ago.

Despite revenue contraction, EBG's EBITDA margin rose
t0 22.2% in 2009 from 19% the previous year, aided by
good opex controls.

6. Shortand Long-term Business Develop-
ment Plans

1. Short-term development plan

The Company will continue developing integrated telecom
applications to provide enterprises with a new network
security service, data-voice integrated services and ad-
vanced Metro Ethernet services to help users reduce ex-
penses and enhance operating efficiency.

2. Mid-to-long-term development plan

EBG’s vision is to expand its enterprise services from
network-centric to ICT-centric solutions and services by
taking the following directions:

1. Speed up revenue growth of selective products by
providing enterprises with end-to-end managed
services and security operating center service. The
Group has started developing cloud computing re-
lated services.

2. Raise the productivity of key accounts. Develop
network-centric enterprise solutions. Expand small-
and-medium enterprise segment by improving ser-
vice quality.

3. Improve the international business division’s operat-
ing efficiency by increasing direct peering coverage,

managing quality and reducing international IP cost.




Chap. 6 Risk Management Analysis

In the course of operating its business, the Company faces
three major types of internal and external risks, namely: in-
dustry risk, financial risk and operating risk. The Company
realizes the damage these risks may cause and therefore
has established a risk management committee to set poli-
cies in order to minimize the impact of any incident on the
Company’s operations.

Industry Risk

1. Technology Changes and Development

1. Wireless Broadband Access (WBA), still a fairly new
technology

1. Current status

WBA is a communications technology based on
orthogonal frequency division multiplexing (OFDM).
WIMAX is the one of the examples of OFDM tech-
nologies and is capable of providing speeds of up to
10 Mbps on the equivalent frequency bandwidth of
3G’s 5MHz. [t poses a reasonable threat to 3G data
service.

All six operators that were granted WBA regional
licenses in 2007 adopted WIMAX as their core tech-
nology and have soft-launched regional services
one after another since 2Q09. However, as interop-
erability problems between WIMAX base stations
and customer premises equipment (CPE) have not
been solved, CPE options are very limited. Roaming
between WIMAX networks managed by different op-
erators is still far from achievable in 2010.

2. Countermeasures

The technology for 3.5G high-speed downlink
packet access (HSDPA), in comparison, is mature
and has been commercialized. The speed of the
connection throughput for 3.5G is 14.4Mbps, and
should rise to 21Mbps in the near future, placing it
on the same level as WBA. In the short term, HS-
DPA should be a more commercially competitive
technology than WBA.

TWM has aggressively deployed 3.5G technology
and promoted 3.5G data cards and netbooks bun-
dled with mobile broadband access services to lock
in heavy data users since late 2007. At the end of
2009, TWM had acquired more than 200,000 3.5G
subscribers and started to rollout 14.4Mbps service
in metropolitan areas. This year, TWM will expand
deployment of 7.2Mbps and 14.4Mbps in 3.5G
base stations to provide more comprehensive high-
er-speed mobile internet services. The Company will
also continue its evaluation of 3G extended long-
term evolution (LTE) technology, another promising
technology that could rival WiMAX.

To deal with long-term challenges, TWM has em-
ployed a leading foreign telecom firm and a world-
renowned consulting agency for the past three years
to analyze industry trends and formulate effective
strategies to cope with the dynamic changes in the
market. The Company has drawn up a long-term
plan to strengthen its wireless broadband and multi-
media services.

2. Rising popularity of internet protocol

1. Current status

The popularity of internet protocol (IP) has revo-
lutionized the telecommunications business and
network infrastructure, giving rise to increased IP-
based communications traffic. IP-based telecom
is able to simplify network infrastructure, translating
into big savings on operating costs. The introduction
of voice-over IP (VoIP) service has therefore had a
great impact on traditional fixed-line operators’ long
distance and international voice call revenue.

. Countermeasures

The necessity of building an IP core network infra-
structure based on next generation network (NGN)
is an urgent task. On the recommendations made
by its IP Infrastructure Committee over the past
three years, TWM has been building the latest IP-
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based optical core network, studying and analyzing
the demand for as well as the costs and benefits of
developing an IP multimedia subsystem (IMS) and IP
core access and transmission technologies as well
as conducting laboratory tests of various IMS appli-
cation services to lead industry development.

In 2010, the Company will continue to develop and
test new IP application services and conduct re-
search on the latest optical packet carrier ethernet
technologies to introduce more services that provide
households with the most advanced and innovative
broadband services.

3. Digital convergence

1. Current status

The mobile and fixed-line communications and me-
dia industries, which have similar service models
and technologies, have been on a converging trend
in recent years. This has facilitated the exchange
and transmission of digital content and services
among different carriers, systems and platforms and
is a factor for potential consolidation in the telecom-
munications and broadcasting industries.

. Countermeasures

After merging Taiwan Fixed Network (TFN) and Tai-
wan Telecommunication Network Services (TTN) in
2007, the Company announced to acquire Carlyle’s
cable business in Taiwan in 2009, enhancing its sta-
tus as a leader in the digital convergence era. TWM
had integrated the group’s resources to facilitate
research and development in digital convergence
and launched fixed-mobile convergence (FMC) ser-
vices for corporate accounts. It is also aggressively
planning new digital convergence services that will
integrate cable TV, digital TV, cable broadband, and
interactive entertainment services.

2. Regulatory Changes

1. Revision of Telecommunications Act

1. Current status

In response to the trend toward digital convergence,
the National Communications Commission (NCC)

announced in June 2009 that it would hold public
consultations with industry players to gather their
opinions on proposed changes to the Telecom-
munications Act. The NCC said the law amend-
ment was designed to encourage establishment of
a new model to promote effective competition and
strengthen oversight over cross-industry operation,
multimedia content services, major market players,
tariff control, network bottleneck, accounting poli-
cies, information security management and other
areas. For one, the NCC aims to change the clas-
sification for major market players in line with market
changes as the current standard has been in use for
over a decade. The commission plans to raise the
threshold for subscriber number or market share by
revenue to over 25%. It also plans to change tariff
control to apply to major market players only, as well
as to regulate wholesale pricing.

. Countermeasures

The Company will continue to communicate with the
NCC and forward suggestions and recommenda-
tions on amending the law before a final decision is
made.

2. Second round of mobile tariff cuts from April 1, 2010

1. Current status

On January 6, 2010, NCC announced that mobile
tariffs should be cut per annum between April 1,
2010 and March 31, 2013. The adjustment coef-
ficient (“X value) of 5% for SMS, mobile to fixed
and mobile to mobile off-net calls and last year’s
CPI contraction of 0.87% translate into a rate cut
of 5.87% for 2010. The NCC also plans to include
mobile voice interconnection under tariff control and
complete the law amendment before May 2010.
2G/3G mobile voice interconnection wholesale price
control will then be affected in the following year af-
ter the amendment.

. Countermeasures

As developed countries no longer regulate mobile
retail tariffs, the Company will continue to communi-
cate with the NCC on this issue to reduce its impact
On revenues.



3. Expiration of GSM licenses

1. Current status

GSM (or 2G) operators’ licenses will expire one after
another starting from end of 2012. According to the
“Regulations Governing Mobile Communications
Businesses," the NCC shall start accepting 2G oper-
ators’ applications for license renewal a year before
their expiration, but the regulations contain no details
on the procedures and conditions for renewal. The
Cabinet is reviewing a plan by the Ministry of Trans-
portation and Communications (MOTC) to reclaim
2G licenses in several stages. As 2G is expected to
continue to play an important role in wireless com-
munication in the short and medium term, the lack
of a concrete policy to address this issue could have
a huge impact on the telecom industry.

. Countermeasures

The Company continues to encourage 2G subscrib-
ers to upgrade to 3G and has recommended that
the government extend 2G licensing for a period
while drawing new plans for utilizing the spectrum,
such as following the international trend of adopting
UMTS 900MHz.

4, Fixed-line interconnecting charge adjustment

1. Current status

In December 2009, the NCC adjusted interconnec-
tion charges retroactively to January 1, 2009, based
on the following rate per minute: a) reducing mobile
to fixed-line calls by NT$0.0681/NT$0.1182 for
regular/off-peak hours, and b) increasing fixed-line
operator premium charges from mobile operator for
fixed-line to mobile calls by NT$0.127. The Com-
pany expects to save around NT$13mn annually in

5. Reducing IP peering charges

1. Current status

In August 2009, the NCC approved new IP peering
rates from Chunghwa Telecom (CHT) retroactive to
July 1, 2009. The adjustment translates into a 40%
drop in the unit price per Mbps that the Company
pays CHT, reducing the Company’s internet busi-
ness operating costs.

. Countermeasures

The Company will continue to push for lower IP
peering costs as it develops its broadband business.

6. Policy planning for mobile TV services

1. Current status

At the end of 2009, the Executive Yuan approved
the MOTC'’s “Digital Wireless Television Plan” to offer
five digital wireless television licenses and two mo-
bile TV licenses. The NCC is charged with the task
of issuing licenses and overseeing management.
Mobile TV still lacks a concrete business model, but
the two licenses represent a rare business opportu-
nity that is expected to trigger intense competition in
the industry.

. Countermeasures

Aside from providing customers with mobile video
streaming services through 3G networks, the Com-
pany will carefully evaluate the cost and benefit of
bidding for a license. In the meantime, the Com-
pany will track and monitor business developments
overseas to provide the NCC with sound advice on
regulatory changes and monitor local developments
to meet its long-term industry target.
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7. CATV required to provide guarantees for advanced
receipts

interconnection charges from the adjustment.

2. Countermeasures
The Company will continue to push for lower inter- 1. Current status

connection charges to lower operating costs. To protect consumer rights and interests, the NCC
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has approved a regulatory provision requiring cable
operators to provide subscribers with a performance
bond for receipt of payment in advance. The draft
bill is under review by the Executive Yuan’s Consum-
er Protection Committee. This provision will increase
cable TV operators' financial and operating costs.
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2. Countermeasures
The Company will comply with the requirement on
providing financial guarantees by coordinating with
banks to protect consumer interest.

Financial Risk

1. Impact of interest rate fluctuations

As the Company had no floating interest rate borrowing in
2009, interest rate fluctuations had a minimal impact on its
profit. The Company has pegged the floating interest rate
for its first unsecured corporate bonds of NT$15bn with
a total value of NT$7.5bn at 2.25% and 2.45% through
interest rate swap (IRS) agreements upon issuance. All
other issued corporate bonds adopt fixed interest rates.
The Company is thus completely hedged against interest
rate fluctuations.

The Company entered into IRS contracts to hedge against
cash flow risk from inverse floating interest rate fluctua-
tion. As such, it was qualified to apply hedge accounting,
according to the “Statement of Financial Accounting Stan-
dards.”

The main factors that affect mark-to-market estimations
are US interest rates, the yield curve and the US$ to NT$
interest rate differential. When the bonds mature and the
IRS agreement ends, gains/losses associated with the IRS
will cease.

2. Impact of exchange rate fluctuations

The Company’s main service area is Taiwan. Except for its
international roaming business, all operating revenues are
denominated in NT dollars. Some of the Company’s capi-
tal expenditures are denominated in Euros and US dollars.
To minimize the impact from foreign exchange rate fluctua-
tions, the Company hedges risks through foreign currency
deposits and forward contracts.

In summary, exchange rate fluctuations had a minimal im-
pact on the Company.

3. Impact of inflation

nflation had a minimal impact on the Company’s operating

performance-in up until the publication date.

Operating Risk

1. Investment Policy and Reasons for Gains &
Losses for High-Risk/High-Leverage Finan-
cial Products, Derivatives, Loans to Others,
and Guarantees of Debts

1. The Company did not engage in high-risk, high-
leverage financial investment in recent years.

2. The Company passed the “Rules and Procedures on
Lending and Making Endorsement/Guarantees” to
supervise financing and endorsement activities. As
the counterparties in its loans and guarantees are all
its subsidiaries, there is minimal operating risk.

3. The derivative product positions the Company held
in 2009 were for purposes other than trading. The
interest rate swap contracts were signed to minimize
the interest rate risks of inverse floating rate bond
issuance. The Company’s hedging strategies were
meant to avoid cash flow risks. No substantial earn-
ings/losses resulted from the derivative transactions.

2. Mergers and Acquisitions

1. Merger and acquisition update

1. Taiwan Fixed Network Co., Ltd. (TFN), a subsidiary
of the Company, merged Reach & Range Inc. on
May 1, 2009.

2. TCC Investment Co., Ltd. (TCCI), a subsidiary of
the Company, merged TFN Investment Co., Ltd. on
September 19, 2009.

2. Expected benefits and potential risks

1. Expected benefits:
The mergers and acquisitions should contribute to
corporate integration and enhance operating efficiency.

2. Potential risks:
There are no potential risks involved as the Com-
pany owned controlling interest in the above men-
tioned companies and had control over their opera-
tions prior to the mergers.




3. Countermeasures:
Not applicable

3. Future merger and acquisition plan

On September 16, 2009, the Company’s BOD approved
the acquisition of Carlyle Group’s CATV-related assets in
Taiwan from PX Capital through the Company’s subsidiary
Wealth Media Technology Co., Ltd.. TFN Union Investment
Co., Ltd. and TCCI Investment & Development Co., Ltd.,
subsidiaries of the Company (own 15.5% of the Com-
pany’s treasury shares), will merge with Wei Mao Co., Ltd.,
with Wei Mao as the surviving company. The deal will be
conducted after obtaining the regulatory authoritie’s ap-
proval.

1. Top supplier

3. Supply and Distribution Concentration
(Supplier and Customer Risk)

The Company’s main supplier is Chunghwa Telecom (CHT)
for network interconnections and leased lines. These
costs accounted for 18.53% of total operating costs in
2009. The Company has been increasing usage of leased
lines supplied by other fixed-line operators (e.g. Taiwan

Fixed Network) to diversify supplier risk.

On the revenue side, CHT is the Company’s largest source
of interconnection revenue. However, the Company has
a very diverse subscriber base for its mobile services. As
such, there is no customer concentration risk.

2009 2008
Amount % of Operat- Nature of Amount % of Operat- Nature of
Company | \76:000) | ing Costs | Relationship | C°™P3% | (NT$'000) | ingCosts | Relationship
Chunghwa ' Chunghwa .
Telecom 5,032,712 18.52 ' Third party Telecom 5,054,973 20.97 | Third party
La;‘t’zjgrli'md 1,390,303 512 Subsidiary E;‘t’\ngrlt'xed 965,962 401  Subsidiary
Fubon Insur- Related party = Fubon Insur- Related party
ance Co., Ltd. >1,412 0.19 in substance = ance Co. Ltd. >8,406 0.24 in substance
IS 257,79 107  Subsidiary
Telecom
Others 20,691,498 76.17 Others 17,769,662 73.71
Total 27,165,925 100.00 Total 24,106,799 100.00
. Top customer
2009 2008
CRIRTET Amount % of Operat- Nature of oo Amount % of Operat- Nature of
pany (NT$'000) ing Costs | Relationship pany (NT$'000) ing Costs | Relationship
Chunghwa 8,730,057 1531  Thirdparty ~ Chunghwa 8,956,659 16.49  Third party
Telecom Telecom
Taiwan Fixed - Taiwan Fixed i
Network 2,276,319 3.99  Subsidiary Network 2,087,756 3.84  Subsidiary
Taipei Fubon Taipei Fubon
Commercial 9,79 0.02 &elitggtfsgéy Commercial 13,848 0.03 ﬁ\e'ﬂgiapﬁgy
Bank Co., Ltd. Bank Co., Ltd.
UElZA ] 459,338 0.85  Subsidiary
Telecom
Others 45,999,280 80.68 Others 42,794,004 78.79
Total 57,015,452 100.00 Total 54,311,605 100.00
= — ——
— .
—— ——— T
— N T
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4. Impact of changes in brand image to the
Company’s risk management policies: None

5. Expected benefits and risks related to plant
facility expansions: Not applicable

6. Significant changes in shareholding of direc-
tors, supervisors and major shareholders:

Changes in the shareholding of directors, supervisors and
major shareholders, which are detailed in Chapter 4, had
minimal impact on the Company.

7. Changes in management control: Not appli-
cable

8. Significant Lawsuits and Non-litigious Mat-
ters

Summary of all material litigations, administrative proceed-
ings, and other non-litigious matters in which the Company
or its directors, supervisors, managers, major shareholders
(with more than 10% shareholding) or subsidiaries were
involved within the past year up to the report’s publication
date that may have a significant impact on shareholders’
equity or the share price is listed below:

1. The Company

The Fair Trade Commission (FTC) fined the Company
NT$3 million as administrative penalty for its “401/801
Rate Plan” advertisement.

Parties Involved: The Company is the defaulting party.
Date of Filing: February 19, 2008

Grounds: The Company disagreed with the FTC’s deci-
sion and filed an administrative appeal.

Status: The Executive Yuan rejected the Company’s ad-
ministrative appeal. The FTC’s administrative disposition is
confirmed to be irrevocable and conclusive.

2. The Company’s directors, supervisors, managers and
major shareholders (with more than 10% sharehold-
ing): None

3. The Company’s subsidiaries
1. Taiwan Fixed Network Co., Ltd. (TFN)

ispute between TFN and Kaohsiung City Govern-
ment-overland-usa

Parties Involved: TFN is the plaintiff and Kaohsiung
City Government is the defendant.

Amount Claimed: NT$11,972,865

Date of Filing: December 24, 2007

Grounds: TFN laid pipes under land owned by the
Kaohsiung City Government. Citing related regula-
tions, the city government said in 2007 that TFN
should pay NT$13,094,147 for land usage fees
between 2002 and 2004. Disagreeing with the ad-
ministrative disposition, TFN filed an administrative
appeal with the Ministry of Finance. Following the
ministry’s dismissal of the administrative appeal, TFN
brought the case to the Kaohsiung High Adminis-
trative Court, which revoked charges amounting
to NT$1,121,282 claimed by the city government,
saying they had already expired, but ordered TFN
to pay the remaining amount. TFN believed the Ka-
ohsiung High Administrative Court’s ruling was in
contravention of the laws and regulations and filed
an appeal with the Supreme Administrative Court.
Status: The case is pending in the Supreme Admin-
istrative Court.

. Globalview Cable TV Co., Ltd., Phoenix Cable TV Co.,

Ltd., Union Cable TV Co., Ltd., Yeong Jia Leh Cable TV
Co., Ltd. (collectively “4 SOs”)

The NCC fined the four SOs NT$100,000 each and
ordered them to divest holdings by the Taipei City
Government within one year after the ruling.

Parties Involved: The four SOs are the defaulting
parties.

Date of Filing Administrative Appeal: January
2009

Grounds: The NCC ruled that the four SOs had
violated Paragraph 4, Article 19 of the “Cable Radio
and Television Act” which states that political par-
ties, the government and foundations established
with their endowments, and those commissioned by
them, should not directly or indirectly invest in cable,
radio and/or television system operators. The four
SOs disagreed with the NCC'’s disposition and have
all filed administrative appeals.

Status: The Executive Yuan has revoked the admin-
istrative dispositions imposed by NCC against these
4 SOs in April, 2010. The above cases are now
pending in NCC.



3. Win TV broadcasting Co., Ltd.
The NCC fined Win TV broadcasting Co., Ltd.
NT$200,000 as administrative penalty and instruct-
ed it to dispose of holdings by the Taipei City Gov-
ernment within one year after the ruling.
Parties Involved: Win TV is the defaulting party.
Date of Filing: February 2010
Grounds: The NCC ruled that Win TV had violated
Paragraph 3, Article 9 of the “Satellite Broadcast-
ing Act,” which stipulates that political parties, the
government and foundations established with their
endowments and those commissioned by them,
should not directly or indirectly invest in satellite
broadcasting businesses. Win TV disagreed with
NCC'’s disposition and has filed an administrative
appeal.
Status: The case is under review by the Executive
Yuan.

Risk Management

1. Risk Management Policies

1. Promote a risk management-based business model

2. Establish a risk management mechanism that can
effectively cite, evaluate, supervise and control risks

3. Create a company-wide risk management structure
that can limit risks to an acceptable level

4. Introduce best risk management practices and con-
tinue to seek improvements

2. Risk Management Structure

The Company’s risk management structure is made up of
three committee, which function as follows:

1. Operations and Management Committee

Conduct periodic reviews of each business group’s op-
erating target and performance to meet the Company’s
guidance and budget.

2. Safety and Health Committee

Tasked with supervising and reducing potential risks to
workers’ safety and health.

3. Information Security Management Committee

Supervise important information assets for confidentiality,
integrity, availability, and regulatory compliance in order to
control and reduce operational risks to an effective and
reasonable level.

Board of Directors

Risk Management Committee

Information Security Man- Safety and Health Operations and Man-
agement Committee Committee agement Committe
| |

1. Information security audit 1. Telecom control room

team security team
2. Information security incident 2. IT data center security

management team team
3. Information security opera- 3. Office security team

tions team 4. Direct stores’ security

team
——
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3. Risk Management Operation Mechanism

1. Three levels of controlling mechanism

1. 1st level: Every risk factor shall be assigned to the

appropriate responsible unit to ensure timely and
effective detection. On a daily basis, the units shall
ensure that risk is controlled under an acceptable
level. Should there be any change in condition or
additional factors, the units shall report to the Com-
pany for the appropriate course of action.

2nd level: The second controlling mechanism is
under the supervision of several examining commit-

tees, which are composed of unit chief officers or
executive vice presidents, to take necessary mea-
sures when facing material change in risk.

. Highest level: The Board of Directors is the high-

est decision-making and supervisory unit and is
responsible for confirming material risk assessment,
designating activities to control risk and track their
execution. Additionally, the internal audit office shall
monitor and confirm that risk controls are properly
executed on a daily basis and should report any dis-
crepancy to the chief officer of the responsible unit.

2. Risk factors and management structure
Decision-
Important risk factors Responsible unit Examining Committee ;Zklsnug-
pervision
Operating rigk: . Technology management meeting
1 telecom equipment shutdown and informa-  Technology Group/ IT h .
. : management meeting
tion system failure
2 Changes related to technology and industry = Systems Design Division Technology management meeting
) ) . ) . - Information Security Management
3 Risks related to information security Quality Management Division Committee
Market risk A. Marketing unit
4 A. Competition B. Mar.keting unit Board of
B. New products C. Business Operations Management Directors:
C. Channel management Division the highest
ici i . decision-
5 SO 0 s el g sy dema] Regulatory & Carrier Relations Division CBG management meeting ki
ance making
unit
6 |c . Brand Management & Customer
orporate image c ication Divisi
ommunication Division Internal au-
7 M&A and investments Presidential Office dit office:
) . conduct
8 Employee safety Occupational Sa_fety & Health Office Safety and Health Committee the ex-
and Administrative Division I
_ . . amining,
9 Employee behavior, code and ethics Human Resources Division ey 3l Aprpreliel Comumi monitoring,
tee tracking
Volatility of interest rates, exchange rates . I . . and report-
10 and financial risks Finance Division Audit Committee :?egmif risk
Financing and endorsement/ guarantee
11 provided to others, derivatives transaction Finance Division Audit Committee
and working capital management
12 Financial report disclosure Accounting Division Audit Committee
13 Litigious and non-litigious Matters Legal Office Legal Office, Internal Audit Office
Changes in shareholding of directors/super- e ' ) '
14 visors and major shareholders Secretarial Division Legal Office, Internal Audit Office
15 Board meeting facilitation Secretarial Division Legal Office, Internal Audit Office




Chap. 7 Our Values

Best Service Quality

Committed to creating the best experience for customers,
Taiwan Mobile has expended a lot of effort into building
high-quality communication platforms, continually devel-
oping a wide range of new products to facilitate “one-stop
shopping” and conducting regular training activities for its
customer service personnel. Dedicated areas highlighting
the Company’s latest products, including smartphones,
netbooks and GPS devices, have also been set up in di-
rectly owned “myfone” shops nationwide to let customers
try out and experience the convenience that mobile digital
technology and value-added services provide.

In 2009, TWM won two Next Magazine Top Service
Awards — in the mobile / fixed line operator and 3C retailer
categories — for the second year in a row. TWM was the
only company to win top awards in two different catego-

ries. These awards underline the vital role that TWM plays
in the telecom service distribution channels and the high
reputation that TWM enjoys among consumers in Taiwan.

Excellent Brand Image

The value of the Taiwan Mobile brand is built on its com-
mitment to “Simplicity, Innovation, Passion and Integrity”
and on helping customers achieve the lifestyle they want.
Following a re-integration of the Taiwan Mobile Group’s re-
sources in 2008, three brands were launched: Taiwan Mo-
bile, TWM Broadband, and TWM Solutions. These three
brands work closely together to meet customers’ diverse
needs in today’s digital world, seeking to create a simpler,
more human-centered user experience.

With a view to becoming an integral part of customers’
daily lives, Taiwan Mobile provides mobile communica-

V¥ Taiwan Mobile’s objective is to satisfy their customers’
needs and provide an easy, simple and user-friendly
communication experience.




sanjep JnQ £ deyd

tions, mobile value-added services and mobile broadband
Internet access for individual customers. TWM Broadband
expands on this position, offering a wide range of digital
lifestyle and entertainment services to cover the whole
household. TWM Solutions, meanwhile, is focused on
the enterprise market, providing customized information
and communications technology and systems integration
solutions for corporate customers. With its professional
expertise and ability to provide “one-stop shopping” ser-
vice, TWM Solutions is able to work closely with corporate
customers to help their business grow.

As we enter the new era of integrated digital technolo-
gies, the Taiwan Mobile Group is leading the way in digital
convergence by rolling out TIME — Telecommunications,
Internet, Media and Entertainment — services throughout
Taiwan. The Company’s goal is to ensure that with Taiwan
Mobile in their life, people are able to enjoy user-friendly
mobile communications, television and other services
wherever and whenever needed. Taiwan Mobile — A Part of
Your Everyday Life!

Green Company

In response to the threat of global warming, TWM estab-
lished a sustainable development committee to promote
efficient energy use, protect the environment, and reduce
greenhouse gas emissions. The Company seeks to com-
ply with international environmental protection standards
as well as domestic laws and regulations while building an
environmentally friendly green corporate system.

In November 2009, TWM received the “ROC Enterprise
Environmental Protection Award” for its promotion of en-
vironmental protection in Taiwan. TWM was the first com-
pany in the service sector to receive this recognition from
the Environmental Protection Administration.

1. Handset recycling

TWM introduced Taiwan's first recycling campaign in April
2008, encouraging consumers to bring their old batteries,
handsets and accessories such as chargers, headphones,
and transmission wires to TWM 600 myfone stores for
recycling. As of December 2009, 22,591 handsets had
been recycled, yielding 753g of gold and 2,259g of silver.
In addition, 4,477kg of handset accessories and 1,085kg
of-batteri e also recycled; bringing total recycling

volume close to 5.6 tons. As a result, TWM received
recognitions from the ROC Environmental Protection Ad-
ministration and successfully set the recycling mode in the
industry.

2. Energy conservation

Given concerns over the proliferation of telecom base sta-
tions, TWM follows three major principles in setting up
base stations: one, co-stationing and co-construction;
two, minimizing the number of base stations and antennas
to protect the environment; and three, using energy-saving
equipment at base stations. Since 2008, TWM has adopt-
ed energy conservation measures for its green equipment
room. This has raised its cooling efficiency and saved up
to 30% in energy consumption.

Additionally, under the condition of not interrupting nor-
mal business operation, the Company urged employees
to carry on electricity and water saving programs. TWM
was able to reduce its office building’s power and water
consumption by 8.02% and 1.6% from 2008 respectively.
At a per employee basis, the average power and water
consumption dropped by 11.2% and 5.01% from last year
respectively.

3. Recycling

1. Wire and cable recycling

TWM outsourced the treatment and disposal of waste
copper wires and cables to waste cable management
service providers qualified by the Environmental Protection
Administration since 2000. A total of 600,568kg of bare
copper wires was disposed of and recycled in 2009.

2. Battery recycling

To serve both energy and operating cost saving purposes,
batteries from main mobile switching centers and base
stations have either been regenerated or outsourced to
qualified handlers for recycling since 2008. In 2009, TWM
recycled waste batteries and found 345 of them to be re-
usable, while disposing of 7,089 (approximately 319,005

kg) as flawed.



3. Waste recycling in the office

Complying with the government waste recycling policy,
a total of 78,731kg of waste items were recycled at the
Company’s headquarters in 2009.

4. e-billing and paperless campaign

TWM began promoting e-billing in 2004, and by the end of
2009, 405,288 users had switched to e-billing. Assuming
that each physical billing statement uses 2.42 sheets of
A4-size paper, by the end of 2009, e-billing had conserved
980,000 sheets of Ad-size paper. TWM also initiated a “pa-
perless store” campaign in 2006, customers can choose
to receive short message instead of paper receipts. This
allowed the Company to conserve 3.34 million sheets of
Ad-size paper in 2009.

By formatting all of the Company’s internal announce-
ments, official documents, and meeting notices into
electronic files, setting up employee pass-code system
for print out, and encouraging use of recycle and light-
weighted paper, the Company’s annual consumption of A4
paper fell 20% year-on-year in 2009. That represented a
23% reduction of average paper usage per employee to
113 sheets from 147 sheets.

S. Buying green

TWM purchases environmentally friendly low-impact prod-
ucts in three categories, namely "EPA-approved Green
Mark products," "low-pollution, recyclable, resource-saving
products made from reusable materials," and "other prod-
ucts offering identical or similar performance and which
benefit society or reduce societal costs." Furthermore,
TWM regularly collects information to formulate guidelines
and train staff on the concept of buying green.

6. Environmental protection education

In order to encourage employees to conserve energy and
reduce carbon dioxide emissions, recent annual family
days focused on environmental protection as the theme,
with managers leading employees and their families in tak-
ing action to care for the Earth.

Corporate Social Responsibility

Corporate Social Responsibility (CSR) has been the gov-
erning rule for corporate management. TWM was the first
to issue a CSR report among the Taiwan telecom opera-

V¥ Harvey Chang, the President and CEO of Taiwan Mo-
bile, and the employees morphed into environmental
conservation vanguards at Guandu Nature Park.
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tors in 2007. Moving ahead, in 2009, TWM issued a CSR
report, this time conforming to international standards on
three major areas — corporate governance, environmen-
tal sustainability, and social responsibility. This report has
been compiled using the GRI/G3 guidelines of the Global
Reporting Initiative (GRI), verified by The British Standards
Institution (BSI).

TWM established a dedicated social responsibility depart-
ment in 2007 and contributed NT$50~60 million annually
to public welfare. Of the 2009 TWM Foundation’s spend-
ing, 52% was used in social welfare activities, 22.3% for
bridging the digital divide and emergency communications,
21.2% went toward telecom research and competition,
and 4.5% went to lectures and others. A majority of the
funds were used to care for underprivileged groups and
people living in remote areas, art promotion and commu-
nity development, and youth activities.

1. Corporate volunteers

TWM set up a corporate volunteer program in 2007. The
Company offers volunteer staff two-day paid leave each
year, transportation allowance, insurance and advance
training to encourage them to take part in activities that
serve the local community. Aside from receiving a certifi-
cate upon completion of the program, employees are able
to share their insights and experiences on the Company’s
volunteer website.

Normalizing the corporate volunteer program not only ful-
fills the Company’s social responsibility but also creates
“Four wins” for the employees, the Company, society, and
underprivileged groups.

2. Community feedback

1. Typhoon Morakot reconstruction

When Typhoon Morakot struck in August 2009, it caused
severe devastation in southern Taiwan and caused exten-
sive damage to communication devices and networks.
TWM immediately organized a task force to repair network
equipment and base stations in the stricken areas. The
Company was able to restore communications in severely
affected areas such as Taimali in Taitung County, Mudan

TWM provided monthly subsidies of NT$300 for telecom
expenses to residents of affected areas for six months
after the disaster, as well as free replacement of lost SIM
cards and other services. TWM raised more than NT$30
million by encouraging employees to donate a day's pay
to complement corporate donation. The Company also
offered paid leave and allowance to encourage employees
to help out on the affected area recovery.

Looking at the damage inflicted by the typhoon, the Com-
pany found that it had destroyed a number of bridges,
including Shanmei Bridge — the major means of access to
the villages of Shanmei, Shinmei, and Chashan — bringing
tourism in the Danuoyi Valley to a standstill. To aid resi-
dents in these areas, TWM commissioned an experienced
specialist in building bridges — the Chiayi Do-good Orga-
nization — to rebuild Shanmei Bridge. The new Shanmei
Bridge will be a concrete bridge 86 meters long and 8 me-
ters wide and is expected to be completed in June 2010.

Chiayi Do-good relies on volunteer work for its projects,




so there are no subcontractors or middlemen involved. By
working with this organization, TWM was spared the usual
lengthy administrative process — from surveying to bud-
geting, bidding, contracting and funding allocation — and
hopes to shorten the bridge reconstruction project by at
least one year. The Company is spending NT$17 million on
this project but hopes to generate NT$50 million to NT$60
million in social value.

2. Caring for senior citizens living alone

In 2008 and 2009 TWM joined forces with the Kernel
of Wheat Foundation to hold a New Year's Eve event,
"Providing Companionship to Solitary Seniors” in Hualien
County. This event received the enthusiastic support of
shops in the area. TWM hopes that local communities will
jointly address the problem of long-term care for seniors
living alone.

3. After-school tutorial for children from underprivileged

families

TWM has participated in the Chinese Christian Relief As-
sociation's "After-school Tutorial Program for Children from
Underprivileged Families" since 2005, sponsoring 10 tuto-
rial programs for 205 children from economically disadvan-
taged families.

4, OQutdoor community concerts

TWM held seven large outdoor concerts throughout Tai-
wan in 2009, with more than 70,000 people attending
these events. Through these musical performances, the
Company hopes to soothe and touch people’s hearts.

V¥ 66 Taiwan Mobile volunteers helped to build Alisan’s
bridge, which was washed away when Typhoon Mora-
kot hit the island in August 2009, with Chaiyi Do Good
Organization, a local NPO with more than 40 years
of experience in building roads and bridges for the
underprivileged.




Taiwan Mobile’s outdoor concerts in 2009

Date Location Name No. of participants

Bei T hi

February 22 glnan ownship, Lika Mengmei's Banquet Over 3,000
Taitung County

April 11 Taoyuan Cultural Park  Taiwan Mobile Outdoor Concert in Taoyuan Over 11,000

September 9

October 3 Sun Moon Lake, Nan- Taiwan Mobile Outdoor Concert at Sun Moon Lake Over 38,000
tou County

October 10

Novermber 28 WeIWU-Ying Center, |y inist Hu Nai-yuan Over 10,000
Kaohsiung
Y Theat

December 26 qanman eater Fairytales, Movies, Symphonies Over 8,000
Taichung

5. Mobile treatment

With its telecoms infrastructure, TWM provides community
emergency communications functions in conjunction with
community assistance services conducted by the Kaohsi-
ung/Pingdong, Mobile Medical Care Network, Department
of Social Welfare - Taipei City Government, and Taidong
Christian Hospital.

A True concern is far better than mere material assis-
tance. Taiwan Mobile volunteers helped seniors living
alone purchase Chinese New Year supplies and enjoy
a warm get-together year-end lunch.

» Taiwan Mobile held large outdoor concerts through-
out the years to elevate public appreciation of clas-
sical music and to cultivate their understanding of
different cultures as well as creativity.




3. Bridging the digital divide

To bridge the urban and rural divide, TWM has donated
second-hand computers and established seven "e-learn-
ing centers" in Alishan County, Dajia in Taichung County,
Jhushan in Nantou County, Minsyong in Chiayi County,
Donggang in Pingtung County, and Wanrong in Hualien
County. The Company provides carrier-free cellphones,
broadband Internet and cable TV services to facilitate
communication in remote areas and help local residents
connect with and obtain first-hand information on improv-
ing their quality of life.

TWM has been working together with National Chengchi
University since 2009 to produce Internet security videos
and teaching modules and promoting these programs
in schools. The Company is also working on turning a
number of concerts and children’s plays on environmental

protection into e-learning materials for students in remote
areas, bringing them the latest ideas to bridge the digital
divide and enhance their competitiveness.

4. Promoting digital applications, enhancing
creative skills

1. myfone Mobile Creativity Awards

TWM initiated the “myfone Mobile Creativity Awards” in
2007. Awards are given to creators or composers of the
“Best Short Message Literature” and “Original Ringtones.”
The number of submitted works increased 400% in 2009;
successfully encourage creativity using mobile technology.

The selection process involves three stages: preliminary re-
view, secondary review and finals. Prominent figures from
the literary and music world are invited to serve in the pan-
el of judges. Past judges include well-known figures such
as Yu Kwang-chung, Chang Hsiao-feng, Chang Ta-chuen,
Chiang Hsun, Jerry Huang, Vincent Fang and Summer Lei.
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Entries/votes for the myfone Mobile Creativity Awards

909 cellphone audio guide usage in recent years

2007 2008 2009
Short
232 4,74 22,612
No. of messages >:23 745 6
submitted
works
Ringtones 138 331 436
No. of votes 40,581 35,832 49,674

2. 909 Cellphone audio guide

TWM pioneered the use of cellphones as a museum audio
guide with the introduction of its 909 service in 2004. In
2009, the Company provided audio guide services for an
exhibition of artifacts from Xinjiang, an international exhibi-
tion of the works of Andy Warhol and permanent exhibits
at the National Museum of Marine Biology in Pingtung.

Year Usage amount Seconds

2004 32,119 3,564,815
2005 19,016 1,471,338
2006 2,256 1,395,541
2007 3,679 2,759,068
2008 62,697 41,497,473
2009 27,223 7,728,359

5. Caring for the underprivileged

1. Training spinal injury patients to live independent lives

In July 2003, TWM, together with its customer service
subsidiary and the Taoyuan Center for Developing the Po-
tential of Spinal Injury Sufferers, developed a remote pro-
gram to train spinal injury patients to become professional
customer service personnel. After receiving intensive pre-
service training and complying with strict customer service
quality requirements, each of these trained spinal injury
patients can now respond to an average of 80 to 100 calls

V¥ Held Digital Camps for children throughout Taiwan and had well-known directors teach them how to use digital
devices, such as digital cameras and mobile phones, to tell stories through images in order to increase their com-

petitiveness in the digital era.




A The “myfone Mobile Composition Award” brought together heavyweight domestic critics from both the literary and
music industries to guide the public into the Web 2.0 Art Sharing Age, which merges technology and art.

each day. These personnel are deserving of the title "cus-
tomer service supermen and superwomen”.

TWM has provided jobs to 58 spinal injury patients since
the "Customer Service Superman” program was initiated.
A total of 131 patients have benefited from the different
types of customer services classes that TWM offers.

2. 5180: Building a bridge for donations

TWM introduced the "5180 Real-Time Donation" platform
in December 2005 to provide a fund-raising channel for
social welfare groups. This voice donation hotline is free of
charge and allows donors to participate in charity activi-
ties online. The service makes optimal use of cellphones'
mobility and convenience, allowing users to show their
concern anytime, anywhere.

Through this service, over 40 welfare groups have received
more than NT$21 million in donations from 52,000 callers;
it has become a major channel for real-time donations.

6. Consumers’ rights and interests

1. World-class information security

Mindful of the importance of customer information security,
TWM obtained a global first ISO 27001 Information Secu-
rity Management System certification in 2006 and passed
the global system'’s three-year overall review in 2008. The
certification included examining more than 200 operating

processes and 30 systems in the IT and customer service
departments, covering new subscription, billing, anti-fraud,
and customer service to ensure that, without authorization,
no one is able to access clients’ private information.

2. Transparent and fair rate plans

In accordance with the rules set forth by the NCC to pro-
tect consumers’ rights and interests, the Company sub-
mits all service and rate plans for approval by the Commis-
sion. All contracts with customers are drawn on the basis
of fair and equal treatment and fuffill all the requirements
stipulated in the Consumer Protection Law. The Company
also provides clear and detailed billing information to cus-
tomers.

3. Special discount to underprivileged group

TWM and Taiwan Fixed Network Co. jointly were first to of-
fer special discount rate plans to the underprivileged group
in 2007. In addition, TWM also offered mobile, local, long-
distance and international integrated discount program to
non-profit organizations to help them save on cost.

For the elderly, TWM offered up to 50% discount on
the monthly fee as well as supplied handsets with large
screen, clear display and loud sound alert.

89
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4, Teen protection

As the number of mobile internet users increases, the
Company has developed pass-code rules in compliance
with the NCC’s regulations preventing children and teen-
agers from accessing information which is not suitable
to their age. In addition, parents can block the unsuit-
able services at the “Catch” portal. TWM will continue to
strengthen information security to screen content acces-
sible to children and teenagers.

5. Customer satisfaction survey

TWM'’s dedication has won positive responses from cus-
tomers, with Company surveys (including telephone and
internet polls and focus groups) over the years showing re-
spondents giving high marks to improvements in network
quality, SMS rates, retail services, call center services and
billing information, etc. Based on the survey results, TWM
will originate action plans for continuous improvement.

7. Employee benefits and employee rights
protection

The Company has set up an employee conduct/ethi-
cal standards policy to serve as guidelines for employee
behavior and development. To motivate employees, the
Company has launched various compensation and ben-
efits programs that are performance-based. Overall, the
Company’s human resources policies surpass basic la-
bor law requirements, such as the Labor Standards Law.
These policies are detailed as follows:

1. Employee behavior/ethical standards

The Company has established policies and rules as a
guide for employee conduct, rights, responsibilities, and
ethical standards. They are as follows:

1. Delegation of authority

(1) Authorization guidelines and limitations: Aimed at
streamlining business processes, strengthening dis-
tribution of responsibility, as well as detailing man-
agement authority at each job level.

(2) Empowerment and delegation rules: Designed to

ensure smooth and normal business operations.

(8) Job ranking, title and organizational structure policy:
Formulated to correspond to employees’ career
plan.

2. Work regulations
The Company’s work regulations clearly define the
rules and responsibility of management and labor.
The Company’s modern management approach has
effectively promoted cooperation among employees
and benefited the Company.

3. Divisional responsibilities
The Company’s major divisions are separated by
functions. Each division is tasked with specific job
responsibilities and this separation of functions has
strengthened the core competency of the Company.

V¥ Invited celebrity volunteers to record charity
ringtones. They can be downloaded for free,
through 5180 Mobile Donation Hotline, allow-
ing anyone to become a public interest aware-
ness ambassador.




4. Reward and punishment policies

The Company has drawn up a number of policies on
rewards and punishments to encourage employees
who have made special contributions to the Com-
pany as well as discourage employees from behav-
ing in @ manner deemed damaging to the Company.
These policies are stated in Article 14 and Article 47

I 6

to Article 58 in the Company’s “Work Regulations.”

. Employee assessment policy

Supervisors provide feedback, assistance and map
out individual development plans based on employ-

ee performance.

. Attendance and leave policy
Enforcement of this policy — designed to serve as a
guideline for employees — helps enhance work qual-

ity.

. Business confidentiality policy

To safeguard the Company’s competitive advan-
tages, employees are required to sign a “Confidenti-
ality and Intellectual Property Rights Statement” and
“Employment Contract” in order to protect the Com-
pany against potential damage from the disclosure
of trade secrets. The Company provides employees
with the required information and training courses to
strengthen their understanding of information secu-
rity.

. Sexual harassment prevention and handling proce-
dures

The Company’s “Work Regulations” include rules
designed to prevent sexual harassment in the work-
place and promote gender equality. The Company
disseminates information on laws and procedures
for filing complaints of sexual harassment on the in-
tranet to serve as a guideline for employees.

2. Benefits programs

1. All employees are entitled to labor insurance, nation-

al health insurance, and group insurance coverage
starting from the first day of work.

2. The Company has an employee treasury stock sub-

scription plan, an annual bonus plan, and an em-

ployee profit-sharing plan. To incentify employees,
the Company has accumulatively transferred shares
bought back from the market (equivalent to 4.96%
issued shares) at cost to employees as of the publi-
cation date.

3. An Employees’ Welfare Committee was established
in July 1998 to handle and implement employee
benefits programs. The committee is in charge of
a number of benefits designed to raise employees’
quality of life and promote physical and mental well-
being, including club activities, company outings,
family day, and benefits for special occasions such
as weddings, festivals and funerals. Its current pre-
vailing annual budget amounts to NT$70mn from
the Company’s contribution.

3. Employee stock ownership plan

Designed to boost employee retention, the Employee
Stock Ownership Plan was implemented in January 2006.
Under the plan, employees are encouraged to invest a
certain amount of their monthly pay — with the Company
contributing a similar percentage — to purchase company
shares.

4, Employee training and education program

1. Training expense from 2009 to the publication date
totaled NT$16,980,969 (including travel expense),
with 62,403 training hours and 10,137 participants.

2. Orientation for new employees includes introduction
into the corporate culture, company organization,
telecommunications market, IT and network sys-
tems, labor safety, as well as information security
training.

3. Core competency development: Focus on basic
competencies, including problem solving, decision-
making, communication, project management, basic
legal knowledge of the telecommunications market,
team building and service skills.

4. Management training and development: Separate
training programs for entry-level management, mid-
dle management and senior management. Training
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courses include performance management, leader-
ship, motivation skills, strategy management, project
management, team dynamics skills and organiza-
tional development skills.

. The Company sends large numbers of employees

to local and international telecommunication confer-
ences, management forums, consulting seminars,
and vendor training programs every year. These
activities have a profound effect on upgrading the
Company’s technologies, developing new products,
introducing new and innovative ideas, and improving
managerial skills.

. To help employees develop their expertise in tele-

communication technologies and business admin-
istration, the Company has a scholarship program
designed to provide employees with on the-job
training.

. The Company sponsors external training courses

for all employees annually. Employees can select
courses that combine their personal interests and
job needs to reap the maximum benefits from these
training sessions.

5. Retirement plan and implementation

1. The Company has specific Employee Retirement

Guidelines.

. The Company has set up a Labor Pension Su-

pervisory Committee, which was approved by the
Taipei City Government in February 1998. Since
May 1988, the Company has been allocating on a
monthly basis, a retirement pension equivalent to
2% of the employee’s monthly salary.

. The Company implemented the New Labor Pension

System in July 2005.

. In accordance with Issue No. 18 of the Financial

Accounting Standards of the ROC, the Company
shall retain the services of an actuary to assess and
calculate the labor pension reserve and provide a
detailed report.

6. Employee safety and sanitary policy

To fulfill the Company’s social responsibility in providing its
employees with a safe, healthy and comfortable working
environment, the Company endeavors to:

1. Abide by and comply with regulations on environ-
mental protection, safety and sanitation.

2. Be on constant lookout for potential hazards in the
work environment to minimize accidents.

3. Promote health education, conduct physical exami-
nations, and implement health management pro-
grams.

4. Promote and instill energy-saving consciousness to
help reduce waste of resources.

The Company’s employee safety and sanitary policy is
posted on its internal website and summarized as follows:

1. A unit dedicated to conducting environmental in-
spections and carrying out employee sanitary train-
ing courses was established in accordance with
regulations.

2. A Health and Safety Committee was set up to draft
a plan to prevent job injuries; ensure compliance and
review related rules on employee health and sanitary
improvement solutions through periodic meetings.

3. Full-time professional nursing personnel are em-
ployed to conduct health examinations for employ-
ees, track the progress of staff who fail to pass their
health examination, and hold talks on how to pro-
mote health. Staffers who are able to administer first
aid treatment have been placed in each work area.

4. Fire/flood protection exercises are performed peri-
odically to reduce risks of employee injury and prop-
erty loss from natural disasters.

5. Entrance guards and security systems have been
placed at all main base stations and work offices to
secure staff, property and information security.



6. Energy-saving policies have been set to reduce car- relevant labor laws and regulations, held quarterly manage-

bon emissions. ment/labor forums to facilitate communication, and pro-

moted employee benefits to build a harmonious and satis-

7. Management/labor relations factory management/labor relationship. The Company has

therefore not experienced any losses due to management/

The Company, working under the management and labor labor disputes and does not foresee any such situation in
as one concept and belief that a win-win situation can be the future.

achieved when the two sides work together, has followed

Year 2008 2009 As of Jan. 31, 2010
R&D expense (NT$'000) 488,744 594,509 45,188
As a % of total revenue 0.90% 1.04% 0.95%

Innovative Research and Development

1. Research and development expenditure

Investment in research and development and its ratio as a research and development for more advanced technolo-
percentage of total revenue are shown in the table below. gies designed to increase customer satisfaction, which in
For 2010, the Company plans to spend NT$782 million on turn should boost revenue and overall operations growth.

2. Major research and development achievements

Project name Details

SOA-based service delivery platform  The function of service-oriented architecture (SOA) based services was integrated with informa-
(SDP) tion management system (IMS) to develop SDP.

Front-end EBM system is used to produce campaign leads from data warehouse and integrated
Front-end event-based marketing with front store sales system. Whether serving customers in stores or at call centers, TWM'’s cus-
(EBM) tomer representative can draw on the recommendation produced by the front-end EBM system
to respond to customers’ service request and produce more effective sales results.

A TWM brand portal was set up to serve as the overall entry for CBG, EBG and HBG. Products,

TWM brand website system ) . )
services and other related information are placed together for better content management.

NGOSS framework is used to plan TWM's customer relationship management (CRM) system
covering customer information management, sales/channel management, marketing/selling ser-
vices, order service, retention & loyalty, service assurance and billing service, and loosely-coupled
with the back-end system to increase customer service efficiency.

Next generation operational support
system (NGOSS) based customer rela-
tionship management (CRM) system

Digital TV technology is used to provide cable TV viewers with diversified programs and chan-

Digital TV (DTV) nels and develop interactive applications on DTV.

Advertisement ring back tone

(ADRBT) Subscribers who use this service are rewarded with billing discounts or merchandise coupons.
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3. Future research and development plans

1. Strategic plans

Project name

Objective

Status

Completion date

IP-VPN video
service network
architecture PoC

Workflow engine
enabling project

Customer-facing
trouble ticket
management
system(CF-TTMS)

Private Cloud
Computing

ERP IFRS

Develop IP based video service network architecture for [P-VPN
corporate accounts and build proof of concept (PoC) prototype.

Establish a general purpose workflow engine that can be used in
multiple applications such as order management and fulfillment.

Build a CF-TTMS to support all business lines. The objective is to
provide a customer centric trouble ticket management system
for triple/quad play and improve the quality of customer services.
It will provide a scalable and extendable infrastructure to fulfill
future business needs.

Build an integrated infrastructure resources environment, and
provide TWM with private cloud computing to get the benefit of
infrastructure as a service (laaS).

Adopt International Financial Reporting Standards (IFRS) of ac-
counting to provide domestic and international investors more
transparent and reliable financial information. At the same time,
TWM'’s daily operation and internal reports will be fully in line
with the internal control provisions set by regulators.

Finished feasibility analysis
and partial prototype func-
tions

Core capability completed.
Currently undergoing
system analysis stage for
future release.

Working on system plan-
ning

Working on technology
solution evaluation and
SOP.

Working on business plan-
ning

June 2010

June 2010

Dec. 2010

Oct. 2010

Jan. 2012




2. Systems development

Project name

Objective

Status

Completion date

Evaluation of LTE
& WIMAX systems
and establishment
of an LTE system
channel model

Performance evalu-
ation and integra-
tion of wireless
network architec-
tures

Provide suggestions on deploying LTE system by comparing LTE

and WiMAX's major techniques:

e to track and study information developed by standard organi-
zation;

¢ to study the physical layer standards of LTE and WiMAX
802.16m & 802.16j;

e 1o create channel models of LTE and WiMAX, and compare
the pros & cons of these two systems.

The project comprises four parts: an automatic fire alarm system,
HSDPA/ femtocell deployment and compatibility, software define
radio (SDR) investigation, and multiple radio architecture, and
multiple input multiple output (MIMO) system performance

Completed the study of
the physical layer stan-
dards of LTE and WiMAX
802.16m & 802.16j, as
well as comparison of the
two systems. Channel
measurement and model
development are in prog-
ress.

Fundamental research
completed.

Mar. 2010

May 2010

3. Value-added services

Project name

Objective

Status

Completion date

Deliver a more flexible and widely supported mobile mail service

Mobile mail to feature phone users who demand quick and easy access to Working on testing service Feb. 2010
their email anytime, anywhere.
As smartphones increase in popularity, the demand for applica-
TWM application : p I il .pu 1 . AL : .
. tions and games for these devices has also increased. TWM plans Planning and designing
market “Match ) ) e Mar. 2010
. to build an app store that caters to this demand. The target system specifications
Market . . L
device platform is Android in the short run.
Establish an e-Book management platform and e-Book read-
ers. The digital content will be protected with encryption and Working on service plan-
e-Book digital rights management (DRM) mechanism. Users will be able nin 9 P June 2010
to easily purchase and download e-Books using their mobile or 9
e-Reader devices anywhere and anytime.
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Chap. 8 Financial Report

Financial status

1. Balance sheet

The Company’s condensed balance sheets for the past
five years and explanation of significant changes are as fol-
lows:

1. Current assets

In 2007, the Company liquidated its bond funds to meet
funding requirements for acquiring Taiwan Fixed Network
Co., Ltd. (TFN) shares, resulting in a decrease in current
assets. In 2009, the Company upstreamed cash from Tai-
wan Cellular Co., Ltd’s (TCC) capital reduction, resulting in
an increase in current assets.

2. Funds and long-term investments

In 2007, the Company increased its investment in TCC
to acquire TFN shares. The long-term investments were,
however, lower than the previous year as the Company
shares held by its subsidiaries were reclassified as treasury
stock. Furthermore, TransAsia Telecommunications, Inc.
(TAT) and TCC had capital reductions in 2007 and 2009,
respectively, resulting in decreased long-term investments.

3. Fixed assets

The disposal of obsolete 2G equipment resulted in a de-
cline in fixed assets.

4, Intangible assets

In 2008, intangible assets increased as the Company
merged with TAT International (which was acquired at a
premium) and inherited the goodwill.

5. Other assets

7, other assets increased due to reclassification from

fixed assets-of one-o office buildings being

leased out and an increase in deferred tax assets related
to timing difference between financial accounting and tax
accounting in the recognition of asset write-off losses.

The 2009 amendment of Article 5 of the Income Tax Act
provides for the corporate statutory tax rate to be reduced
from 25% to 20% effective 2010; as such, deferred in-
come tax assets were revised downward accordingly.

6. Current liabilities

The Company'’s raising of bank loans to meet its funding
needs in acquiring TFN shares, together with payables
arising from capital reduction, resulted in increased cur-
rent liabilities in 2007. Current liabilities decreased due to
bank loan repayment and settlement of capital reduction in
2008.

7. Long-term liabilities

Starting in 2004, repayment of long-term bank loans as
well as settlement and conversion of convertible bonds
contributed to a steady decline in long-term liabilities. In
2008, however, issuance of the second unsecured cor-
porate bonds and increase in syndicated loans resulted in
increased long-term liabilities. In 2009, long-term liabilities
decreased anew as the Company repaid its syndicated
loans.

8. Other liabilities

In 2007, the Company injected capital into TCC, which fur-
ther invested in Taihsing International Telecommunications
Co., Ltd. (TIT), using cash and TFN shares. The spread
between the original cost and the disposal price of the TFN
shares on these transactions had been deferred and classi-
fied under other liabilities in accordance to SFAS No. 5.

9. Stockholders’ equity

The conversion of convertible bonds increased capital and
capital surplus, while a 24% capital reduction approved




during the shareholders’ meeting in 2007 decreased capital. The Company’s shares held by subsidiaries were classified as

treasury stock, decreasing shareholders’ equity. In 2008, the sale of 300,000 Company’s shares by its subsidiary decreased

treasury shares, while the disposal gain increased capital surplus and shareholders’ equity accordingly.

Balance sheet for the past five years

Unit: NT$'000
2005 2006 2007 2008 2009

Current assets 25,779,977 26,112,730 11,831,063 11,055,600 13,530,729
Funds and long-term investments 21,091,320 21,620,736 15,276,374 15,660,750 9,808,833
Fixed assets 57,638,728 57,224,824 42,568,638 43,018,691 39,033,012
Intangible assets 9,720,218 9,036,696 8,249,458 14,317,314 13,567,671
Other assets 3,139,195 2,976,458 6,076,924 5,608,974 4,823,691
Total assets 117,369,438 116,971,444 84,002,457 89,661,329 80,763,936

Before appropriation 15,477,853 16,564,043 42,763,948 23,717,197 18,833,732
Current liabilities

After appropriation 28,766,184 29,919,728 50,565,070 37,686,061 (Note1)
Long-term liabilities 14,584,125 10,291,046 7,551,665 13,200,000 8,000,000
Other liabilities 318,704 248,561 1,833,915 1,841,534 1,856,978

Before appropriation 30,380,682 27,103,650 52,149,528 38,758,731 28,690,710
Total liabilities

After appropriation 43,669,013 40,459,335 59,950,650 52,727,595 (Note1)
Capital stock 49,492,065 49,993,251 38,009,254 38,009,254 38,009,254
Capital surplus 7,905,337 8,748,571 8,785,159 12,297,839 12,431,704

Before appropriation 29,881,787 32,706,825 25,959,268 33,529,532 33,449,530
Retained earnings

After appropriation 16,593,456 19,351,140 18,158,146 19,560,668 (Note1)
pnreallzed valuation loss on long-term ) (147,423) (64,043) (5.897) 63.624
investments
Translation adjustments 3,240 3,860 5,764 17,840 12,011
Net loss not recognized as pension cost - - 1,534 2,862 (3,797)
Total sharehold- Before appropriation 86,988,756 89,867,794 31,852,929 50,902,598 52,073,226
ers’ equity L

After appropriation 73,700,425 76,512,109 24,051,807 36,933,734 (NoteT)

Note 1: 2009 earnings appropriation proposals are pending approval in the shareholders’ meeting.
Note 2: 2005-2009 financial data have been duly audited by independent auditors.
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2. Income statement

The Company’s condensed income statements for the
past five years and explanation of significant changes are
as follows:

1. Non-operating income

In 2006, non-operating income rose on gains of NT$2.1bn
from the disposal of CHT shares. In 2009, non-operating

income decreased due to less investment income from
subsidiaries.

2. Non-operating expense
Significant losses from asset write-off of obsolete telecom

equipment following its technology upgrade and network
integration were recognized in 2007.

Unit: NT$'000
2005 2006 2007 2008 2009
Revenue 47,408,572 47,891,289 51,284,856 54,311,605 57,015,452
Gross profit 28,056,234 27,464,393 28,908,257 30,204,806 29,849,527
Operating income 17,170,785 14,981,243 16,025,677 16,861,395 16,632,797
Non-operating income 3,839,134 6,355,984 4,538,500 4,791,141 3,730,713
Non-operating expense 2,698,462 3,858,726 12,508,313 1,875,439 2,231,019
Pre-tax income 18,311,457 17,478,501 8,055,864 19,777,097 18,132,491
Net income 16,236,698 16,170,741 6,612,997 15,371,386 13,888,862
EPS (NT$) 3.31 3.28 1.68 5.18 4.66

Note: 2005-2009 financial data have been duly audited by independent auditors.



3. Financial analysis for the past five years

Explanation for items in 2009 with major changes > 20% from the previous year:

(1) The decrease in current liabilities, long-term liabilities and total liabilities were due to repayment of the first unsecured corporate bonds
and syndicated loan. Accordingly, current ratio, quick ratio and cash flow ratio increased while debt to asset radio decreased.

(2) The decrease in net income from the previous year was due to less investment gain from subsidiaries and higher asset write-off losses.
Return on assets, return on equity, pre-tax income as a % of paid-in capital, net income margin and EPS declined accordingly.

(3) Increase in promotional handset sell-through resulted in higher cost of handset sold. As the inventory didn‘t rise proportionally, the
inventory turnover was up with shorter average days sales.

(4) The cash reinvestment rate dropped due to increased cash dividends paid out.

2005 2006 2007 2008 2009
Financial  Debt to asset ratio (%) 25.88 23.17 62.08 43.23 35.52
structure | ong-term capital to fixed asset ratio (%) 176.22 175.03 92.57 149.01 153.90
Current ratio (%) 166.56 157.65 27.67 46.61 71.84
Solvency  Quick ratio (%) 163.49 154.05 26.17 42.66 67.00
Interest coverage ratio (x) 31.82 4294 21.58 29.91 33.17
Accounts receivable turnover (x) 7.77 7.37 7.75 8.02 8.56
Average collection days 46.98 49.53 47.10 45.51 42.64
Inventory turnover (x) - 2.53 2.02 5.44 7.85
Operations = Accounts payable turnover (x) 13.57 14.03 14.76 12.62 13.18
Average days sales - 144.27 180.69 67.10 46.50
Fixed asset turnover (x) 0.82 0.84 1.20 1.26 1.46
Total asset turnover (x) 0.40 0.41 0.61 0.61 0.71
Return on assets (%) 13.98 14.07 6.87 18.29 16.80
Return on equity (%) 19.33 18.29 10.87 37.15 26.97
Operating income 34.67 29.97 42.16 44.36 43.76
Profitability % of paid-in capital
Pre-tax income 36.98 34.96 21.19 52.03 47.71
Net income margin (%) 34.25 33.77 12.89 28.30 24.36
EPS (NT$) 3.31 3.28 1.68 5.18 4.66
Cash flow ratio (%) 174.16 69.93 79.87 106.27 139.10
Cash flow  Cash flow adequacy ratio (%) 162.30 126.44 148.13 147.08 143.32
Cash reinvestment rate (%) 13.02 - 24.93 18.69 14.54
Operating leverage 1.43 1.64 1.70 1.69 1.77
Leverage
Financial leverage 1.04 1.03 1.03 1.04 1.04
EBITDA (NT$'000) 22,576,687 21,385,641 23,205,291 23,886,242 | 24,519,524
EBITDA margin (%) 47.62 44.65 45.25 43.98 43.01
Others
ARPU (NT$) 842 827 821 785 721
MOU (in thousand minutes) 12,213,446 12,903,920 13,554,863 14,674,970 15,797,024
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Note: 2005-2009 financial data have been duly audited by independent
auditors.

Formulas for the above table:
. Financial structure
(1) Debt to asset ratio = Total liabilities / Total assets
(2) Long-term capital to fixed asset ratio = (Shareholders’ equity +
Long-term liabilities) / Net fixed assets

2. Solvency
(1) Current ratio = Current assets / Current liabilities
(2) Quick ratio = (Current assets — Inventory — Prepaid expenses) /
Current liabilities
(3) Interest cover = Income before interest and tax / Interest expense

3. Operations
(1) Accounts receivable turnover = Net revenue / Average accounts
receivable
(2) Average collection days = 365 / AR turnover ratio
(3) Inventory turnover = COGS / Average inventory
(4) Accounts payable turnover = COGS / Average accounts payable
(5) Average days sales = 365 / Inventory turnover ratio
(6) Fixed asset turnover = Net revenue / Net fixed assets
(7) Total asset turnover = Net revenue / Total assets
4. Profitability
(1) Return on assets = [Net income + Interest expense * (1 — Tax rate)]
/ Average assets
(2) Return on equity = Net income / Average equity

Financial and operating results analysis

(

3) Net income margin = Net income / Net sales

(4) EPS = (Net income — Preferred stock dividend) / Weighted average

outstanding shares

5. Cash flow

(1

(2

(3

) Cash flow ratio = Cash flow from operating activities / Current
liabilities

) Cash flow adequacy ratio = Net cash flow from operating activities
for the past 5 years / (Capital expenditures + Increases in inventory
+ Cash dividend) for the past 5 years

) Cash reinvestment rate = (Cash flow from operating activities —
Cash dividends) / (Gross fixed assets + Long-term investments +
Other assets + Working capital) (Note: Use 0 if working capital
value is negative)

6. Leverage

(1

(

) Operating leverage = (Net revenue — Variable operating costs and
expenses% / Operating income
2) Financial leverage = Operating income / (Operating income — Inter-
est expense)

7. Others

(
(
(

(

1) EBITDA = Operating income + Depreciation + Amortization

2) EBITDA margin = EBITDA/Net revenue

3) ARPU = Net telecom service revenue / Average number of subscrib-
ers

4) MOU = Outgoing & incoming minutes

N
g 1. Financial results
-]
= 1. Taiwan Mobile Co., Ltd. — standalone balance sheet
% Explanation of significant changes - i.e., at least a 10% 2. Amendment of Article 5 of the Income Tax Act
8 change amounting to more than NT$10 million — in the provides for the corporate statutory tax rate to be
- past two years’ assets, liabilities and shareholders’ equity: reduced from 25% to 20% effective 2010. Deferred
income tax assets have been revised downward ac-
1. Increase in current assets was due to receiving capi- cordingly.
tal return of NT$3.5bn from the subsidiary, Taiwan
Cellular Co., Ltd. 3. Current liabilities and long-term liabilities decreased
due to repayment of the first unsecured corporate
bonds and syndicated loan.
2008 - 2009 Standalone Balance Sheet ,
Unit: NT$'000, %
YoY change
2009 2008 Amount %
Current assets 13,530,729 11,055,600 2,475,129 22.39
Fixed assets 39,033,012 43,018,691 (3,985,679) (9.26)
Other assets 4,823,691 5,608,974 (785,283) (14.00)
Total assets 80,763,936 89,661,329 (8,897,393) (9.92)
Current liabilities 18,833,732 23,717,197 (4,883,465) (20.59)
Long-term liabilities 8,000,000 13,200,000 (5,200,000) (39.39)
Total liabilities 28,690,710 38,758,731 (10,068,021) (25.98)
Paid-in capital 38,009,254 38,009,254 - -
Capital surplus 12,431,704 12,297,839 133,865 1.09
—— Retained earnings 33,449,530 33,529,532 (80,002) (0.24)
Total shareholders' equity 52,073,226 50,902,598 1,170,628 2.30




2. Taiwan Mobile Co., Ltd. — consolidated balance sheet
Explanation of significant changes — i.e., at least a 10%
change amounting to more than NT$10 million — in the

past two years’ assets, liabilities and shareholders’ equity:

1. Amendment of Article 5 of the Income Tax Act

2008 - 2009 Consolidated Balance Sheet

provides for the corporate statutory tax rate to be
reduced from 25% to 20% effective 2010. Deferred
income tax assets have been downward revised ac-
cordingly.

. Current liabilities and long-term liabilities decreased

due to repayment of the first unsecured corporate
bonds and syndicated loan.

Unit: NT$'000, %

YoY change
2009 2008 Jr—— %
Current assets 11,600,054 12,712,754 (1,112,700) (8.75%)
Fixed assets 46,543,617 49,720,231 (3,176,614) (6.39%)
Other assets 3,331,469 4,119,087 (787,618) (19.12%)
Total assets 85,899,832 91,939,109 (6,039,277) (6.57%)
Current liabilities 24,761,119 26,735,149 (1,974,030) (7.38%)
Long-term liabilities 8,000,000 13,200,000 (5,200,000) (39.39%)
Total liabilities 33,816,723 41,002,576 (7,185,853) (17.53%)
Paid-in capital 38,009,254 38,009,254 - -
Capital surplus 12,431,704 12,297,839 133,865 1.09%
Retained earnings 33,449,530 33,529,532 (80,002) (0.24%)
Total shareholders’ equity 52,083,109 50,936,533 1,146,576 2.25%

3. Impact of changes on financial results: No significant
impact

4. Preventive measures: Not applicable

2. Operating results

1. Taiwan Mobile Co., Ltd. — standalone income statement

1. Increase in operating costs: Telecom operating cost
increased upon consolidation with TransAsia Tele-
communications, Inc. (TAT), and cost of handset

sold increased due to higher promotional handset
sell-through.

. Decrease in non-operating gain: Investment in-

come from subsidiaries decreased due to TAT was
merged with the Company in September 2008 and
its income was reclassified to operating revenue in
20009.

. Increase in non-operating loss: Asset write-off

losses increased due to increased network system
integration in 2009.
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2008 - 2009 Standalone Income Statemen _—
Unit: NT$'000, %

YoY change
2009 2008 o — %
Revenue 57,015,452 54,311,605 2,703,847 4.98
Operating costs (27,165,925) (24,106,799) 3,059,126 12.69
Gross profit 29,849,527 30,204,806 (355,279) (1.18)
Operating expense (13,216,730) (13,343,411) (126,681) (0.95)
Operating income 16,632,797 16,861,395 (228,598) (1.36)
Non-operating income 3,730,713 4,791,141 (1,060,428) (22.13)
Non-operating expense (2,231,019) (1,875,439) 355,580 18.96
Income before tax 18,132,491 19,777,097 (1,644,606) (8.32)
Net income 13,888,862 15,371,386 (1,482,524) (9.64)

2. Taiwan Mobile Co., Ltd. — consolidated income statement

Decrease in non-operating gain: Non-operating income in 2009 was lower since there was a significant gain reported in 2008
from the disposal of Fubon Financial Holding Co., Ltd.

2008 - 2009 Consolidated Income Statement _—
Unit: NT$'000, %

YoY change
2009 2008 o %
Revenue 68,470,232 69,296,096 (825,864) (1.19%)
Operating costs (33,195,238) (31,720,111) 1,475,127 4.65%
Gross profit 35,274,994 37,575,985 (2,300,991) (6.12%)
Operating expense (14,826,860) (15,814,145) (987,285) (6.24%)
Operating income 20,448,134 21,761,840 (1,313,706) (6.04%)
Non-operating income 596,131 1,032,166 (436,035) (42.24%)
Non-operating expense (2,397,934) (2,257,296) 140,638 6.23%
Income before tax 18,646,331 20,536,710 (1,890,379) (9.20%)
Net income 13,890,516 15,382,249 (1,491,733) (9.70%)




3. Consolidated financial analysis (2009 versus 2008)

Explanation for items in 2009 with major changes > 20% from the previous year:

(1) Total liabilities and debt to asset ratio were lower due to repayment of the first unsecured corporate bonds and syndicated loan.

(2) Increase in promotional handset sell-through resulted in higher cost of handset sold. As the inventory didn’t rise proportionally, the
inventory turnover was up with shorter average days sales.

(3) Selling of the Company’s shares by its subsidiaries in 2008 resulted in increased capital surplus due to the disposal gain while decreas-
ing treasury shares. Average shareholders’ equity increased accordingly, leading to a decrease in return on equity.

(4) The cash reinvestment rate dropped due to increased cash dividends paid out.

2009 2008
Debt to asset ratio 39.37 44.60
Financial structure (%)
Long-term capital to fixed asset ratio 129.09 128.99
Current ratio 46.85 47.55
Solvency (%) Quick ratio 42.13 43.13
Interest coverage ratio (x) 34.21 30.80
Accounts receivable turnover (x) 8.81 8.69
Average collection days 41.43 42.00
Inventory turnover (x) 7.48 5.13
Operations Accounts payable turnover (x) 11.64 10.44
Average days sales 48.80 71.15
Fixed asset turnover (x) 1.47 1.39
Total asset turnover (x) 0.80 0.75
Return on assets 16.09 16.74
Return on equity 26.97 36.91
% of Operating income 53.80 57.25
Profitability (%) paid-in
capita  Pre-tax income 49.06 54.03
Net profit margin 20.29 22.20
EPS (NT$) 4.66 5.18
Cash flow ratio 96.73 103.00
Cash flow (%) Cash flow adequacy ratio 157.94 173.61
Cash reinvestment rate 11.64 22.31
Operating leverage 1.83 1.75
Leverage
Financial leverage 1.03 1.03
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4, Revenue outlook, key assumptions, potential impact on the Company’s business and corresponding proposal

In 2010, the Company will continue to leverage mobile internet products to expand its wireless market share. Telecom opera-
tors are expected to become more aggressive in devising new acquisition strategies and investing more in the VAS market as
the demand for smart devices continues to grow. To realize the full potential of this growth, the Company will focus on de-
veloping attractive value-added products and services in order to increase average revenue per user (ARPU). The Company
will also pursue a bigger market share of the mid to high usage customers. In order to meet these targets, the Company will
utilize the full potential of its growing number of direct stores as well as use its edge in handset procurement to help boost
cost and marketing efficiency.

3. Cash flow analysis

1. Taiwan Mobile Co., Ltd. — standalone cash flow analysis

1. Cash flow from operating activities: Cash inflow increased in 2009 as more cash dividends were distributed from TCC,
this in spite of higher income tax related cash outflow during the same year.

2. Cash flow from investment activities: Cash outflow was lower in 2008 due to a capital return from TCC.

3. Cash flow from financing activities: Cash outflow was lower in 2009 even after payment of cash dividends and repay-
ment of bank loans since there was a significant capital reduction in 2008.

2008 — 2009 Standalone Cash Flow Statement ,
Unit: NT$'000, %

YoY change
2009 2008
Amount %

Cash inflow (outflow) 26,196,820 25,203,147 993,673 394
from operating activities

Cash inflow (outflow) (5,082,512) (3,403,331) (1,679,181) (49.34)
from investment activities

Cash inflow (outflow) (21,601,641) (22,718,880) 1,117,239 4.92
from financing activities

Net cash (487,333) (919,064) 431,731 46.98

2. Taiwan Mobile Co., Ltd. — consolidated cash flow analysis
1. Cash flow from operating activities: Cash inflow decreased in 2009 due to increase in income tax related cash outflow.

2. Cash flow from investment activities: Cash outflow was lower in 2008 due to consideration received from the disposal
of Fubon Financial Holding Co., Ltd.

3. Cash flow from financing activities: Cash outflow was higher in 2008 on account of the payment of capital reduction.



2008 — 2009 Consolidated Cash Flow Statement

Unit: NT$'000, %

YoY change
2009 2008
Amount %

Cash inflow (outflow) 23,950,872 27,537,370 (3,586,498) (13.02%)
from operating activities

Cash inflow (outflow) (6,747,699) (5,993,202) (754,497) (12.59%)
from investment activities

Cash inflow (outflow) (18,067,736) (24.816,247) 6,748,511 27.19%
from financing activities

Net cash (4,463) 8,440 (12,903) (152.88%)

3. Plans to improve negative liquidity: Not applicable

4, Projected cash flow for 2010

1. Projected cash inflow from operating activities: Projected operating cash inflow in 2010 will decrease from 2009 on
account of lower cash dividends to be distributed by subsidiaries under the equity method of accounting. Other than
this, the projected cash inflow from operating activities in 2010 is expected to remain stable.

2. Projected cash outflow from investment activities: For capital expenditures

3. Projected cash outflow from financing activities: For distribution of cash dividends and repayment of long-term debts

5. Source of funding for negative cash flow in 2010: Not applicable

2010 Cash Flow Analysis

Unit: NT$'000

Cash balance, be- | Forecast net cash

Forecast cash
outflow from invest-

Cash balance, end

Source of funding for negative cash bal-
ance

ginning of the year | inflow from opera- . . of the year . .
. ment and financing Cash inflow from Cash inflow from
1) tions (2) . (1) +(2) -@3) . L . . I
activities (3) investment activities | financing activities
1,057,042 21,881,495 21,798,735 1,139,802 - -

4. Major capital expenditures and sources of capital analysis

Due to stable operations and cash flows, the Company was able to fund all major capital expenditures using internal capital;

therefore, the Company’s financials are not affected.
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S. Investments

Investment policies, profitability analyses, and improvement plans: See chart below

Company’s competitiveness

Unit: NT$'000
Explanation . Improve- .
Carrying . . Future invest-
Rationale Source for income/ loss ment
Value ment plans
Item plans
Taiwan Cellular Co., Ltd. Investing in fixed netwc?rk ) Investment income from Taiwan
9,353,920 and other telecommunication . - -
(TCO) . Fixed Network Co., Ltd.
related business
Investing in a property develop- Dependent on
Taipei New Horizons 211974 ment project located at the old  In preparatory stage as of 2009 i future construc-
Co., Ltd. (TNH) ' Songshan Tobacco Factory site  year end tion plan and
for headquarter use fund requirement
TFM has The Company’s
turned BOD decided to
) o . ) profitable  provide addi-
Wealth Media Technol- Investing in CATV related busi-  Investment loss from Tai Fu Me- " ) .
ogy Co., Ltd.(WMT) 192,615 ness dia Technology Co., Ltd.(TFM) since Nov. _ tional funding
9y 0., Hd. gy %-0. Hd. 2009 after to WMT up to
reducing its  NT$6.5bn in July,
debt 2009
Cooperation with other Asia ) )
Bri Mobile Pte Ltd. 50,324 h h
ridge Mobile Pte Ltd b operators so as to enhance the (Note) (Note)

Note: Investment was booked as “Financial assets carried at cost”. The Company does not have significant influence on

6. Financial difficulties for the Company and its affiliates: None

it



Affiliates

1. Investment Holding Structure

As of December 31, 2009

|
100%

Wealth Media Tech-
nology Co., Ltd.

100%

0,
Taiwan Mobile 4—|5.38f530
Co., Ltd. e
{—12"
|
100%

Taiwan Cellular Co., Ltd.

(former Taihsing Den Sy

un Co., Ltd.)

100%

100%

4

100%

100%

Tai Fu Media Tech-

Taiwan Digital Com-

TWM Holding Co. Ltd.

TCC Investment

Taiwan Fixed Network Co., Ltd.

nology Co., Ltd. munications Co., Ltd.| | (former Simax Investment Co., Ltd. (former Taihsing International Telecommunications Co., Ltd)
Holdings Ltd.)
I I I
100% 100% 100% 100% 100% 98.5% 100% 100% 100% 100% 100%
¥ 4 h 4 L 4 h 4 ) 4 4 ¥ 4 \ 4
’ TWM Communica- ) TCQl Taiwan Teleservices
Fu Sin Media G,\I;bj.I V}/ea}Ith Fu,\*ad.Leh Globlsll ZQI' tions (Beijing) Ltd. BW'ZTV TEN Media Mvestment & Technologies Co., U .TFNl i
Technology el 'a Ec y he ||a Testh el '3 1 |(former Hurray! Times | [°°2 Ccast- C Led|a and De- TFN HK Ltd,|  Ltd. (former VoPier :Slfmne,qt
Co., Ltd. no OL% 0. ecc nfit%gy ecc n?t(égy Communications |n%tdo., o Ld. velopment Communications vCo Ltd
. o., Ltd. 0., Ltd. (Beijing) Ltd.) . Co., Ltd. (Taiwan) Co,, Ltd.) e
6.694% 92.38% 96.66% 99.99% 29.53%(Note) 100% 100% 100%
A 4 s 4 v v
— | Globalview Cable || Phoenix Cable Union Cable Mangrove Cable Yeong Jialeh Taiwan Super TT&T Holdings
TV Co., Ltd. TV Co., Ltd. TV Co., Ltd. TV Co., Ltd. Cable TV Co., Ltd. Basketball Co., Ltd. Co., Ltd.
| 100%
3.34%
Xiamen Taifu
Teleservices & Technologies Co., Ltd.
TWM's Investment
TCC's Investment:
TCCl's Investment:
TFN's Investment
Other Subsidiaries's In
Note: 70.47% shares are held under trustee accounts.
= L —
=

[—
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2. Afhliates’ Profile

Unit: NT$'000 (unless otherwise stated)

Date of

Name . . Address Paid-in capital Main business
incorporation
n’ga'th Media Technology Co., 547 08 07 13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 272,000 Investment
Tai Fu Media Technology Co., Ltd.  2007.10.18  13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 270,000 Investment
Global Wealth Media Technology 1F, No. 206, Datong Rd., Sec. 2, Sijhih City,
Co., Ltd. 2007.10.26 Taipei County 84,000 Investment
[?d“a Leh Media Technology Co.. 5047 11 23 13f-1, No. 1721, Jilong Rd., Sec. 2, Taipei 1,000 Investment
ruoin Media Technology Co., 2007.11.23  13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 135,000 Investment
g'o"bﬂgore“ Media Technology 5408 12 26 13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 1,000 Investment
Taiwan Cellular Co., Ltd. 2005.09.20  13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 300,000 |elécom engineer-
ing and IT services
Taiwan Fixed Network Co., Ltd.  2007.01.30  13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 21,000,000 S;‘;V‘f d'g‘re SIMEE
Taiwan Digital Communications 5407 06 06~ 13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 12,000 lelecom engineer-
Co., Ltd. ing and IT service
TCC Investment Co., Ltd. 2009.08.10  13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 21,000 Investment
TCClinvestment and Develop- 559 09 55 13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 4,000 Investment
ment Co., Ltd.
Win TV Broadcasting Co., Ltd. 2005.10.17 | 9 No. 206, Dunhua S. Rd., Sec. 2, Daan Dis- g, s | ST e
trict, Taipei er
. Cable broadband
TEN Media Co., Ltd. 2005.01.25  oF No. 206, Dunhua 5. Rd., Sec. 2, Daan Dis- 2,305,263 and value-added
trict, Taipei . h
service provider
Uiitsrn Calslle T o, L. 2005.02.04 Nos. 28l-23,l><|aoshe Lane, Donggang Rd., 1,704,633 Cable TV service
Yilan City, Yilan County provider
Yeong Jialeh Cable TV Co., Ltd. ~ 1994.09.26  OF No- 651-5, Jhongjheng Rd., Sinjhuang 339,400 Cable TV service
City, Taipei County provider
Mangrove Cable TV Co., Ltd. 1996.01.23 |>F No- 33, Lane 3, Jhongjheng E. Rd., Sec. 1, 211,600 | Cable TV service
Danshuei Township, Taipei County provider
Phoenix Cable TV Co., Ltd. 1996.08.22 No. 312, Fongping 1st Rd., Daliao Township, 680,902 Cablg TV service
Kaohsiung County provider
Eleloeliizny Calalle T o [l 199511 25 No. 206, Datong Rd., Sec. 2, Sijhih City, Taipei 560,000 CabIQ TV service
County provider
c/o Arias, Fabrega & Fabrega Trust Co., BVI
. Ltd.,
TWM Holding Co., Ltd. 2006.06.09 325 Waterfront Drive, Road Town, Tortola, Brit- US$1 (Note) Investment
ish Virgin Islands
o TF Mobile application
TWM Communications (Beijing) Room BO5B, B Floor, Tong Heng Building, No. US$3,000,000
Ltd. 2002.09.17 4 Garden Road, Haidian District, Beijing, China (Note) gg\slggpment and
Taiwan Teleservices & Technolo- . - )
i 2001.06.08  13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 10,000  Call center service
gies Co., Ltd.
Taiwan Super Basketball Co., Ltd. ~ 2007.09.21  15F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei sy Sskeisell e
management
TT&T Holdings Co., Ltd. 2004.10.08  [TustNet Chambers, PO. Box 1225, Apia, US$1,300,000 |\ iment
Samoa (Note)
Xiamen Taifu Teleservices & Tech- 3F-B, No.2, Xiamen Software Park, Xiamen US$1,300,000 .
nologies Co., Ltd. 2005.04.05 City, PRC (Note) Call center service
) ) Telecommuni-
TEN HK LIMITED 2003.05.14 Unit 507, 5/F, Tower 1, Silvercord, 30 Canton HK$1,300,000 cations service
Road, Tsimshatsui, Kowloon, Hong Kong (Note) .
provider
TEN Union Investment Co., Ltd. 2009.09.22  13F-1, No. 172-1, Jilong Rd., Sec. 2, Taipei 4,000 Investment

Note Exchange rate-of USST=NT$32.238 and HK§=NT$4-153-as-of December 31, 2009.




3. Affiliates’ Operating Highlights

Unit: NT$'000
Company Name Pald,-m Total . T(?t.a.l Net worth Operating Qperatmg Net income | EPS (NT$)
capital assets liabilities revenue income

Wealth Media Technol- 2, 155 537 801 45,186 192,615 ; (286) (33,120) 1.22)
ogy Co., Ltd.
Tai Fu Media Technol- 270,000 236,389 45211 191,178 - (229) (32,871) (1.22)
ogy Co., Ltd.
Global Wealth Media 84,000 91,105 4123 86,982 _ (245) 2,465 0.29
Technology Co., Ltd.
Fu Jia Leh Media Tech- 1,000 1,094 125 969 - (248) 231) (0.001)
nology Co., Ltd.
Fu Sin Media Technol- 135,000 140,977 119 140,858 ; 213) 5,386 0.40
ogy Co., Ltd.
Global Forest Media
B ———— 1,000 840 60 780 - (176) (145) (1.45)
Ij(;wa” Cellular Co., 300,000 63,759,087 11,564,028 52,195,059 ; 2.282)  2,648823 7.08
Zaéweir; dF'XEd Network 51 000,000 44,776,387 9,564,607 35211,780 9,941,579 1770217 2,195,548 0.62
Taiwan Digital Commu- 12,000 11,010 60 10,950 ; (156) 131) ©0.11)
nications Co., Ltd.
TCC Investment Co.,
" 21,000 24596613 oo o 20965635 507,372 502,374 502,577 386.60
TCCI Investment and
Development Co, Lid. 4000 8289757 166,116 8,123,641 - (56) (56) (0.14)
\é\gn mBroadcaSt'”g 181,774 710316 455581 254735 877,852 74,002 72,961 4.01
TFN Media Co., Ltd. 2,305,263 12,860,238 9,256,853 3,603,385 2.451,888 1,176,109 1,012,976 439
Etg'on (ST INACCE 1,704,633 2,143,698 289,903 1,853,795 613,516 154,517 131,110 077
Z‘:’”ﬁ:j‘a'e*‘ Cable TV 339,400 1,062,604 475263 587,341 1,035,706 217,809 160,341 472
g'j”ﬂ‘;ve ST 211,600 468,194 184,854 283340 379,541 64,210 47,872 226
E?doe”'x Cable TV Co., 680,902 1,285734 336,938 948,796 1,117,616 221,487 166,870 245
Sfbi‘(’;ew SR 560,000 839,250 209,890 629,360 466,717 80,158 42,399 076
TWM Holding Co., Ltd. 0032 271,492 200 271,292 ; (403) (46,139)  (46,139,054)
LEELA) (et Rl el 96,714 107,201 11,088 96,113 75,542 1,046 738 NA
(Beijing) Ltd.
Taiwan Teleservices & 10,000 433,064 340,001 93,063 1,015,569 77,837 57,320 57.32
Technologies Co., Ltd.
BT VRS (REL 20,000 27,118 7,095 20,023 35,532 80 14 0.01
ball Co., Ltd.
TT&T Holdings Co., Ltd. 41,909 55,620 10,191 45429 52,767 2,667 1,499 1.15
Xiamen Taifu Teleser-
vices & Technologies 41,909 53,291 8,049 45242 67,863 3,068 1318 NA
Co., Ltd.
TEN HK LIMITED 5,399 13,239 9,893 3346 28,414 449 457 035
TFN Union Investment
G L) 4,000 28472793 570424 . o0 o - (56) (56) (0.14)
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Audit Committee Report

Date: January 28,2010

The Board of Directors of Taiwan Mobile Co., Ltd. (TWM) has submitted the Company’s 2009 business report
and financial statements. The CPA firm, Deloitte & Touche, was retained to audit TWM’s financial statements
and has issued an audit report relating to the financial statements. The business report and financial statements
have been reviewed and determined to be correct and accurate by the Audit Committee of TWM. According to
Article 14-4 of the Securities and Exchange Act and Article 219 of the Company Act, I hereby submit this report

on behalf of all members of the committee.

Taiwan Mobile Co., Ltd.

T V(/QKZ/

Tsung-Ming Chung

Chairman of the Audit Committee
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