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GAAP Reconciliations of
Consolidated Financial Statements for the
Six Months Ended June 30, 2008 and 2009



1. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACCOUNTING POLICIES
FOLLOWED BY THE COMPANY AND GENERALLY ACCEPTED ACCOUNTING
PRINCIPLESIN THE UNITED STATESOF AMERICA (UNAUDITED) (AMOUNTSIN
MILLIONS OF NEW TAIWAN DOLLARS, UNLESSSTATED OTHERWISE)

The following is a reconciliation of consolidatedt income and stockholders’ equity under ROC G/AAP
reported in the audited consolidated financial estents to unaudited consolidated net income and
stockholders’ equity determined under US GAAP. #a descriptions of principal differences between
ROC GAAP and US GAAP, please refer to Form 20-&dfivith the Securities and Exchange Commission
of the United States (the “SEC”) on April 22, 20@%le No. 001-31731). Certain additional adjusttsen
impacting the reconciliation but not included ie tBEC Form 20-F referenced above have been incinded
the notes to the reconciliation below.

1) Net Income Reconciliation

Six Months Ended
June 30
2008
As Adjusted
(Note 2,
Below) 2009
NT$ NT$
Consolidated net income based on ROC GAAP $ 6223, % 22,633
Adjustment:
a. Property, plant and equipment
1. Adjustments of gains and losses on dispdgaiaperty,
plant and equipment 8 -
2. Adjustments for depreciation expenses 166 95
b. 10% tax on unappropriated earnings 2,248 2,098
c. Employee bonuses and remuneration to direatmissupervisors (3,993) -
d. Revenues recognized from deferred incomeeaggid phone
cards 377 381
e. Revenues recognized from deferred one-timaeaxiion fees 959 796
f. Share-based compensation (Note 1) (12) 9)
g. Defined benefit pension plan - -
i. Income tax effect of US GAAP adjustments 479) (627)
Noncontrolling interests of acquired subsidigvpte 3) - 3)
Other minor GAAP differences not listed above (16) (29)
Net adjustment (742) 2,712
Consolidated net income based on US GAAP $ 8% 25,345
Attributable to
Stockholders of the parent $ 22,677 $ 24,947
Noncontrolling interests 203 398

$ 22,880 $ 25,345

Basic earnings per common share $ 2.$3 2.34
Diluted earnings per common share $ 2.13 2.33
(Continued)



Six Months Ended

June 30
2008
As Adjusted
(Note 2,
Below) 2009
NT$ NT$
Weighted-average number of common shares outatand
(in 1,000 shares) $10,623,035 $ 10,666,489
Net income per pro forma equivalent ADSs
Basic $ 21.3 $ 23.4
Diluted $ 21.3 $ 23.3
Weighted-average number of pro forma equivaldd&4
(in 1,000 shares) $ 1,062,304 $ 1,066,649
(Concluded)
Stockholders' Equity Reconciliation
June 30
2008
AsAdjusted
(Note 2,
Below) 2009
NT$ NT$
Total stockholders’ equity based on ROC GAAP 877,683 $ 365,648
Adjustment:
a. Property, plant and equipment
1. Capital surplus reduction (60,168) (60,168)
2. Adjustment on depreciation expenses, ancdamains and
losses 3,819 4,054
3. Adjustments of revaluation of land (5,818 (5,813)
b. 10% tax on unappropriated earnings (20090 (2,049)
c. Employee bonuses and remuneration to direatmissupervisors - -
d. Deferred income of prepaid phone cards
1. Capital surplus reduction (2,798) (2,798)
2. Adjustment on deferred income recognition 1,504 2,306
e. Revenues recognized from deferred one-timaeaxiion fees
1. Capital surplus reduction (18,487) (18,487)
2. Adjustment on deferred income recognition 12,197 13,952
f. Share-based compensation
1. Adjustment on capital surplus 15,673 15,692
2. Adjustment on retained earnings (15,673) (15,692)
g. 1. Accrual for accumulative other compreheasincome under
US SFAS No. 158 31 22
2. Accrual for pension cost (30) (29)
h. Adjustment for pension plan upon privatization
1. Adjustment on capital surplus 1,782 1,782
2. Adjustment on retained earnings (9,665) (9,665)
(Continued)



June 30

2008
As Adjusted
(Note 2,
Below) 2009
NT$ NT$
i. Income tax effect of US GAAP adjustments $ 488 $ 5,590
Noncontrolling interests of acquired
subsidiary (Note 3) - 59
Other GAAP differences not listed above 211 175
Net adjustment (73,028 (71,069
Total stockholders’ equity based on US GAAP $04,855 $ 294,579
Attributable to
Stockholders of the parent $ 302,013 $ 291,489
Noncontrolling interests 2,642 3,090
$ 304,655 % 294,579

(Concluded)

3) Cash Flows Differences

The Company applies R.O.C. SFAS No. 17, “StateroE@ash Flows”. Its objectives and principles

are

similar to those set out in U.S. SFAS No. 9Statement of Cash Flows”. The principal

differences between the two standards relate gsifieation. Cash flows from investing activities
changes in other assets, and cash flows from fingractivities for changes in customer depositiset
liabilities and cash bonuses paid to employeegctiirs and supervisors are reclassified to operatin
activities under U.S. SFAS No. 95.

Note 1:

Note 2:

In August 2007, the ARDF issued ROC SFAS 8B, “Accounting for Share-based Payment”,
which require companies to record share-based paytmasactions granted on or after January 1,
2008 using fair value method. There is no impdcthe adoption this statement since the
Company did not grant options on or after Januag008.

Prior to the adoption of SFAS No. 160, fdontrolling Interests in Consolidated Financial

Statements - an amendment of ARB No. 51" (SFAS 16®), the noncontrolling interests in the

income of subsidiaries is deducted in arriving et imcome. Upon the adoption of SFAS No.

160 beginning from January 1, 2009, the noncomglinterests forms part of net income. In

addition, prior to the adoption of SFAS No. 160e thoncontrolling interests in subsidiaries is

classified as mezzanine equity. Upon the adopBBAS No. 160 beginning from January 1,

2009, the non-controlling interest in subsidiarigs classified as a separate component of
shareholders’ equity and the presentation and adisoé requirements of SFAS No. 160 are
applied retrospectively for all periods presente@herefore, from January 1, 2009, there are no
differences in presentation for non-controllingeigtst (or minority interest as referred to under
ROC GAAP) between ROC GAAP and US GAAP.



Note 3: The adjustment to Net Income for the sonths ended June 30, 2009 and to Stockholderstfqui
as of June 30, 2009 represents a difference betR@& GAAP and US GAAP for the accounting
for business combinations. Under ROC GAAP, thecnatrolling interest in the acquiree is
measured at historical cost whereas under US G#®&Poncontrolling interest in the acquiree is
measured at fair value at acquisition date uponattieption of SFAS No. 141RBusiness
Combination” beginning from January 1, 2009. Suahustment for the six-month
period ended June 30, 2009 was caused by the Cgmamaguisition of IFE in January
2009. The adjustment to ROC GAAP net income remtssadditional amortization
expense recognized under US GAAP due to the difterdoetween the measurement of
noncontrolling interests at historical cost and f@lue. The adjustment to stockholders’
equity represents the difference for the measurensénnoncontrolling interests at
historical cost and fair value after the aforemaméid net income adjustment.

Note 4. There arsignificant differences in the classification tfrms on the statements of income under
ROC GAAP and US GAAP. These include:

(1) Incentives paid to third party dealers fatuning business:

- Under ROC GAAP: Such account is includedperating expenses.
- Under US GAAP: Such account is included istad revenues.

(2) Gains (losses) on disposal of property, ptartt equipment and other assets:

- Under ROC GAAP: Such account is includedon-operating income (expenses).
- Under US GAAP: Such account is included ist@d revenues.

2. RECENT ACCOUNTING PRONOUNCEMENTSNOT YET ADOPTED

In December 2008, the FASB issued FSP SFAS 13P(Rgmployers’ Disclosures about Postretirement
Benefit Plan Assets,” which provides additionaldguice on employers’ disclosures about the plansaege
defined benefit pension or other postretiremenhgla FAS 132(R)-1 clarifies the disclosures abaiirt f
value measurement of pension or other postretirerpbant assets are not within the scope of the
disclosures requirements of SFAS 157. The disobssuequired by FSP FAS 132(R)-1 include a
description of how investment allocation decisi@me made, major categories of plan assets, vafuatio
techniques used to measure the fair value of ptmets, the impact of measurements using significant
unobservable inputs and concentrations of risk iwighlan assets. The disclosures about plan assets
required by this FSP shall be provided for fisedng ending after December 15, 2009. For the Coynpa
FSP FAS 132(R)-1 will be effective for its 2009t year and will result in additional disclosurekated to

the assets of defined benefit pension plans insrtotés consolidated financial statements.

In June 2009, the FASB issued SFAS No. 166, “Antiag for Transfers of Financial Assets” (“SFAS No.
166"). SFAS No. 166 is a revision to SFAS No. 1A6¢ounting for Transfers and Servicing of Finahcia
Assets and Extinguishments of Liabilities, and watjuire more information about transfers of finahc
assets, including securitization transactions, angl continuing exposure to the risks related tohsuc
transferred financial assets. It eliminates thecept of a “qualifying special-purpose entity,” olgas the
requirements for derecognizing financial assets| @guires additional disclosures. SFAS No. 166 is
effective for fiscal years beginning after Novemié&r, 2009, for interim periods within that firstraral
reporting period and for interim and annual repgrtperiods thereafter. The Company believes the
adoption of SFAS No. 166 will not have a matenmpact on its financial statements.



In June 2009, the FASB issued SFAS No. 167, “Amagmis to FASB Interpretation No. 46(R)” (“SFAS
No. 167"). SFAS No. 167 is a revision to FASB hptetation No. 46(R), Consolidation of Variable
Interest Entities (FIN 46R), and changes how a @metermines when an entity that is insufficientl
capitalized or is not controlled through voting (smilar) rights should be consolidated. The
determination of whether a company is requiredotosolidate an entity is based on, among other shiag
entity’'s purpose and design and a company’s abtlitydirect the activities of the entity that most
significantly impact the entity’s economic performea. SFAS No 167 revises the approach to detemgini
the primary beneficiary of a variable interest gn{VIE) to be more qualitative in nature and regsi
companies to more frequently reassess whetherrnthesy consolidate a VIE. SFAS No. 167 is effective
for fiscal years beginning after November 15, 20@9,interim periods within that first annual refing
period and for interim and annual reporting peritlisreafter. The adoption of SFAS No. 167 is not
expected to have a significant effect on the Comgasonsolidated financial statements.

In June 2009, the FASB issued SFAS No. 168, “TASHB- Accounting Standards Codification and the
Hierarchy of Generally Accepted Accounting Prinegl (“SFAS No. 168”) which replaces SFAS No. 162.
SFAS No. 168 launches the FASB Accounting Standaamdification (the “Codification”) as the single
source of authoritative U.S. generally acceptedacting principles. The Codification simplifieseth
classification of accounting standards into oneinenldatabase under a common referencing system,
organized into eight areas, ranging from induspecific to general financial statement matters. e Th
standard is effective for interim and annual pesiahding after September 15, 2009. The Company
believes the adoption of SFAS No. 168 will not havaaterial impact on its financial statements.



