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Letter to Shareholders

To All of Our Shareholders,

We are pleased to share another successful year with you. In our second full year as a public 
company, we made remarkable strides in all aspects of our business -- financially and operation-
ally, as well as in our community. This is in no small part due to our employees’ dedication and 
hard work, which have helped to drive our success in 2007.  

Consolidated revenue reached NT$200.9 billion and net income was NT$49.5 billion, represent-
ing year-over-year growth of 7.8% and 17.5%, respectively. We grew revenue through increased 
subscriber numbers for our broadband and mobile services, and we had really encouraging 
growth from our international wholesale capacity and foreign calling card sales. Furthermore, we 
reported strong revenue contributions from Senao and our other subsidiaries. 

Our focus on providing integrated services and high quality customer relations has allowed us 
to strengthen our clear market-leading position. We provide fixed line local service for about 13 
million customers and 86% and 62% of the market’s long distance services and international di-
aling services in terms of minutes, respectively. In 2007, our mobile customer count increased by 
2.5% to 8.7 million, reaching approximately 36% of the market. Our broadband market share has 
steadily increased; we have now captured approximately 87% of the broadband market.  

We also made great progress on our initiatives to streamline operations, with the completion of 
three years of our early retirement incentive plan and a strict review of our capital expenditures 
contributing to decreased expenses in particular. 2007 was a profitable year for Chunghwa Tele-
com, and we are proud to have exceeded our profit forecast, despite some regulatory headwinds.  

Over the past two years, we have worked closely with the National Communication Commission 
(NCC) to ensure that we are operating in accordance with regulations.  Moving forward, we are 
enthusiastic about continuing our collaborative and constructive working relationship with the 
NCC as the industry changes to meet evolving consumer tastes, trends, and preferences.

To further our efforts to continuously improve the efficiency of our capital structure and build 
shareholder returns, in April, the Board of Directors approved our Company’s first capital reduc-
tion of NT$9.67 billion, resulting in the return of NT$0.91 per share in cash to shareholders. In 
August 2007, the Board authorized a second share repurchase program, and over the course of 
September and October of 2007, we purchased approximately 121 million CHT shares, the equiv-
alent of 1.14% of the total shares outstanding, for NT$7.2 billion.

Diversified Growth Opportunities

We would like to highlight three key growth opportunities for CHT: digital convergence, value-
added services, and M&A and strategic alliances.   



The Advantage of Digital Convergence 

Next Generation Network (NGN): Progress continues on our NGN build out, and we have 
already made great advances toward completing the new fiber network. In May, the NCC ap-
proved CHT’s FTTx launch and we have started to connect homes and businesses alike via the 
fiber network. By the end of 2007, we made connections to 15,383 commercial and residen-
tial buildings, and we represent about 90% of the total commercial building network market 
share.

Deployment of our IP-based NGN encourages the usage of and demand for our fiber network 
by bringing about both a faster network and more versatile fixed mobile convergence servic-
es. For retail customers, digital home services, such as video phone, MOD (Multimedia-on-
Demand), HDTV, video monitoring, remote care, and remote learning will be available, and 
our Unified Communication Service will be available specifically for corporate customers. 

IPTV: Following certification of our open platform by the NCC in January 2008 and approval 
of our operating plan in October 2007, we began our island-wide MOD operation. We have 
begun an active marketing effort to increase awareness of the ways that IPTV and digital con-
vergence can improve and enrich the traditional customer user experience, particularly in con-
junction with fiber access.  Our IP-based network platform is a very important aspect of this 
usage evolution, as it will be the channel through which we will deliver enhanced content and 
services to our customers.  IPTV is attractive to customers because it enables pay-per-view 
and on-demand programs in addition to broadcast channels; we’ve recently improved this of-
fering by launching our HDTV programs over our IPTV platform. 

Strengthening Value-Added Services (VAS)

Mobile Data Communications: Our 3G subscriber base increased by 143% year-over-year 
to 2.3 million as of December 2007, demonstrating the ever-increasing demand for mobile 
data services. To leverage this trend, we have collaborated with handset manufacturers to 
offer promotional internet browsing service packages via 3.5G data cards. For example, our 

 service for corporate customers using our CHT9000 series handsets, which are co-
branded with High Tech Computer Corp. (HTC), enables mobile office functionality such as 
push mail, calendars, and to-do-lists, to facilitate mobile data usage. As of 2007, VAS revenue 
from CHT9000 series handset users accounted for 30% of the APRU from this device. 

Multimedia-on-Demand (MOD): We will continue to drive demand for our MOD value-added 
services by working with popular content providers, such as major Hollywood studios and 
video rental chains, to publish additional titles and add channels to our line up. Our program 
to offer Major League Baseball games through IPTV was a success, and our achievements 
have given us confidence that we will be able to apply that knowledge to our Olympic Games 
offering in 2008. As of the end of 2007, MOD subscriptions increased by 58.3% year-over-
year and we have set a subscriber target of 1 million for the end of 2008. 

Strengthening cooperation with content providers: As mobile phone usage patterns and cus-
toms evolve over time, and we will work hard to develop new interactive services for our mo-
bile devices, including family banking, digital coursework, educational materials, and other 
forms of entertainment. We will continue to initiate alliances and relationships with institu-
tions, such as banks and universities, in order to make our value-added services more effec-
tive and attractive for our users. 



Merger and Acquisition/Strategic Alliances

As an integrated telecommunications service provider, Chunghwa Telecom is well-positioned 
to explore synergistic M&A and strategic alliance opportunities in our core business by con-
structing partnerships that foster collaboration between our upstream and downstream busi-
nesses. Our 2007 acquisition of 31.3% ownership of Senao International demonstrates the 
value proposition of these integration initiatives: Senao, with its island-wide retail stores, af-
ter office-hour operations, and extensive handset purchase and sale experience, has helped to 
fortify Chunghwa’s standing in the growing mobile business service.

We have already invested in content providers like Elta and KKBOX, the online music com-
pany. The combination of their professional management and skills with our broad customer 
base and distribution channels will enable us to provide more video & music multimedia ser-
vices on our hiChannel, emome and MOD platforms.

In order to integrate group resources, the Board of Directors agreed to buy 100% of the 
Chunghwa Telecom Global, Donghwa Telecom and Chunghwa System Integration shares on 
December 2007. Chunghwa Global and Donghwa Telecom will be responsible for overseas 
marketing and promotional activities to enterprise customers in America, Hong Kong and 
Southeast Asia, while Chunghwa System Integration will be responsible for providing ICT 
equipment and system integration support for enterprise customers.

Corporate Social Responsibility and Corporate Governance

Corporate social responsibility (CSR) and sustainability are very important parts of our Com-
pany’s culture. Maintaining a balanced relationship between the environment and corporate soci-
ety is an important long-term goal for Chunghwa Telecom in addition to enhancing shareholder 
value. 

CSR: We have been a member of World Business Council for Sustainability and Development
for three years and we have participated in the Carbon Disclosure Project for the last two 
years. We began our 2007 CSR project by establishing six working groups: corporate gover-
nance, environmental sustainability, customer care, digital opportunity, employee care, and 
volunteer worker programs. The Company’s long-term target is to become a carbon neutral 
company and our CSR vision is to focus our operating strategies in order to maximize value 
and quality of life for our customers, shareholders, and employees.

To communicate our CSR initiatives, Chunghwa Telecom is publishing a dedicated CSR an-
nual report for 2007, in accordance with the third generation structure of sustainability re-
porting guidelines of the Global Reporting Initiative.

Corporate Governance: We are proud to be identified as the Corporate Governance model for 
companies that have transitioned to public companies from government agencies or govern-
ment enterprises. A major component of the corporate spirit that permeates our Company is 
an intention to always remain alert and self-disciplined to Corporate Governance related mat-
ters. Our employees are honored to hold a top corporate governance ranking, and we are all 
determined to extend our leadership position in this regard. 



Our commitment to Corporate Governance and Corporate Responsibility is deeply rooted in our 
operations, and we are proud of the external recognition we have received for our efforts. We 
were named The Best Corporate Citizen Award for 2007 from CommonWealth Magazine; we 
were granted a CG6002 Certificate by the Corporate Governance Association (CGA) and we were 
also highly ranked at the 2007 Asset Corporate Governance Awards. 

Outlook for 2008

While we are proud of our achievements in 2007, we believe there are many opportunities for 
continued growth in 2008: to continue to improve our core business, to promote convergence 
through bundled services, to further streamline our operations, and to enhance operations through 
M&A activity and strategic alliances.  Specifically, we have named our plan for investments the 
“Three O’s Strategy,” and it centers on Optics, the Olympics, and Overseas Investment.  

Optics

We will continue the Next Generation Network roll out and fiber coverage expansion, 
strengthening our position as Taiwan’s leading integrated telecommunications provider 
through higher capacity and superior service. We will continue to pursue fiber access and 
value-added services as a parallel effort, as VAS-related events will allow a better opportunity 
to establish a more extensive fiber and IP-based network. We will execute a precise, custom-
er-focused marketing effort to make fiber a more extensive, attractive, and profit-returning 
deployment. 

We also will continue our 3G/3.5G construction to broaden 3G and 3.5G coverage and 
increase the transmission speed of HSDPA in order to stimulate the migration of mobile cus-
tomers to higher revenue platforms in our core businesses. 

The Olympics

We are excited to have exclusive broadcasting rights on new media in Taiwan for the Bei-
jing 2008 Olympic Games. We will provide the real-time broadcasting on our IPTV, Internet 
and mobile platforms, namely MOD , hiChannel, and . Moreover, we will conduct 
service operations, marketing activities, and advertising campaigns in order to enable an ef-
ficient cross-platform solution. We believe that this exciting event will introduce a new Inter-
net experience to many of our users. What has traditionally been a one-way observation of the 
Games via the Internet will now be a much more exciting and interactive experience. Users 
can form their own online communities to open dialogue with others, and stay engaged and 
informed via the additional background information about the Games and the athletes that 
will be displayed adjacent to the Games themselves. This platform will bring a new experi-
ence to the world of sports and serve as an important profit center for Chunghwa Telecom, 
as users begin to demand a similar heightened service for additional sporting and entertain-
ment events.  We will also be able to leverage the associated online advertising opportunities 
through our Yellow Pages business. 



In conjunction with our Olympic Games initiatives, we will also make investments to further 
the vertical integration of our services with value-added content providers. Our partnerships 
with selected providers will extend a profitable channel, through which we can encourage us-
age by increasing the effectiveness and attractiveness of our VAS. The addition of attractive 
value-added services, such as banking or shopping via the mobile handset, will help us to ex-
tend our loyal customer base. 

Overseas Investments

Our investments outside of Taiwan will focus on Southeast Asia, which we believe is a region 
with strong potential for further growth. We believe there is an opportunity to have a strong 
and rewarding business operation in those countries that expands our current service. 

In addition to the Three O’s, we believe property development will be a growth driver outside our 
core business initiatives. We have established a Property Development & Management subsidiary 
called Light Era Development Company, which will manage our real estate business profession-
ally and efficiently. We have streamlined our Company’s operations and increased the effective-
ness of our asset management capabilities by having this specialized team focusing solely on real 
estate projects.

We are looking forward to a successful and exciting year ahead. We thank you for your contin-
ued interest and support, and we are looking forward to keeping you updated on our progress 
throughout 2008 and beyond. 

              Tan Ho Chen         Shyue-Ching Lu
     Chairman & CEO         President

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
We have made forward-looking statements in this annual report. These forward-looking statements contain information regarding, 

among other things, our financial condition, future expansion plans and business strategy. The words “believe,” ”expect,” “estimate,” 

“intend,” “plan,” “seek,” “will,” “shall” and other similar words identify forward-looking statements. We have based these forward-

looking statements on our current expectations and projections about future events. Although we believe that these expectations and 

projections are reasonable, such forward-looking statements are inherently subject to risks, uncertainties and assumptions.
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SUPPLEMENTAL INFORMATION

FORWARD-LOOKING STATEMENTS IN THIS ANNUAL REPORT MAY NOT BE REALIZED
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PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.

ITEM 3. KEY INFORMATION

We were privatized as a result of a secondary ADS offering and concurrent domestic auction of our
common shares on August 12, 2005. The privatization has enabled us to develop our business and respond to
changing market conditions more rapidly and efficiently.

A. Selected Financial Data

The selected income statement data and cash flow data for the years ended December 31, 2005, 2006 and
2007, and the selected balance sheet data as of December 31, 2006 and 2007 set forth below, have been prepared
in accordance with U.S. GAAP and are derived from our audited consolidated financial statements included
elsewhere in this annual report and should be read in conjunction with, and are qualified in their entirety by
reference to, our consolidated financial statements and the related notes. The selected income statement and cash
flow data for the years ended December 31, 2003 and 2004, and the selected balance sheet data as of
December 31, 2003, 2004 and 2005 set forth below, are derived from our audited consolidated financial
statements not included in this annual report.

As of or for the year ended December 31,

2003 2004 2005 2006 2007

(in billions, except per share and per pro forma ADS information)
NT$ NT$ NT$ NT$ NT$ US$

Income Statement Data:
Revenues . . . . . . . . . . . . . . . . . . . . . . . . 182.5 185.2 184.7 186.3 200.9 6.2
Operating costs and expenses:

Cost of revenues(1) . . . . . . . . . . . . . 59.6 58.7 68.1 62.6 71.2 2.2
Marketing(1) . . . . . . . . . . . . . . . . . . 20.0 19.3 23.7 20.6 21.8 0.7
General and administrative(1) . . . . 2.7 2.5 3.5 3.3 3.1 0.1
Research and development(1) . . . . . 2.6 2.5 3.1 2.8 2.6 0.1
Depreciation and amortization—

cost of revenues . . . . . . . . . . . . . 39.2 38.4 38.8 38.4 37.1 1.1
Depreciation and amortization—

operating expenses . . . . . . . . . . 2.4 2.3 2.4 2.3 2.3 0.1

Total operating costs and
expenses . . . . . . . . . . . . . . . . 126.5 123.7 139.6 130.0 138.1 4.3

Operating income . . . . . . . . . . . . . . . . . 56.0 61.5 45.1 56.3 62.8 1.9
Other income, net(2) . . . . . . . . . . . . . . . . 1.6 0.7 0.9 1.1 1.5 0.1

Income before income tax and minority
interest . . . . . . . . . . . . . . . . . . . . . . . . 57.6 62.2 46.0 57.4 64.3 2.0

Income tax . . . . . . . . . . . . . . . . . . . . . . . 10.3 11.3 12.7 15.3 14.5 0.5

Income before minority interest . . . . . . 47.3 50.9 33.3 42.1 49.8 1.5
Minority interest . . . . . . . . . . . . . . . . . . — — — 0.013 0.3 0.01

Net income . . . . . . . . . . . . . . . . . . . . . . 47.3 50.9 33.3 42.1 49.5 1.5
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As of or for the year ended December 31,

2003 2004 2005 2006 2007

(in billions, except per share and per pro forma ADS information)
NT$ NT$ NT$ NT$ NT$ US$

Balance Sheet Data:

Cash Flow Data:

Other Financial Data:
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Currency Translations and Exchange Rates

Year Ended December 31, Average(1) High Low
At Period

End

B. Capitalization and Indebtedness

C. Reasons for the Offer and Use of Proceeds

D. Risk Factors

Risks Relating to Our Company and the Taiwan Telecommunications Industry
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If we fail to maintain a good relationship with our labor union, work stoppages or labor unrest could occur
and the quality of our services as well as our reputation could suffer.

Changes in technology may render our current technologies obsolete or require us to obtain licenses for
introducing new services or make substantial capital investments, financing for which may not be available to
us on favorable commercial terms or at all.
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U.S. dollars ever trades at or above NT$32.70 per US$1.00 after December 12, 2007, the contract will be
terminated at that time. The amount of unrealized valuation loss arising from this contract for the year ended
December 31, 2007 was NT$580 million. As of April 22, 2008, the noon buying rate in the City of New York for
cable transfers of New Taiwan dollars as certified for customs purposes by the Federal Reserve Bank of New
York was NT$30.26 per US$1.00. For the duration of the contract, we will be required to make cash payments to
Goldman every two weeks if the foreign exchange rate is below NT$31.50 per US$1.00. If the NT dollar
continues to further appreciate against the U.S. dollar, the amount of our cash payments would increase, and the
aggregate amount of payments could become significant if such exchange levels are prolonged. This foreign
currency derivative contract may have a material adverse effect on our financial condition and results of
operations. See Item 11. “Quantitative and Qualitative Disclosures About Market Risk—Foreign Currency Risk.”

Any further economic downturn or decline in the growth of the population in Taiwan may materially and
adversely affect our financial condition, results of operations and prospects.

We conduct most of our operations and generate most of our revenues in Taiwan. As a result, any decline in
the Taiwan economy or a decline in the growth of the population in Taiwan may materially and adversely affect
our financial condition, results of operations and prospects. In recent years, the banking and financial sectors in
Taiwan have been seriously harmed by the general economic downturn in Taiwan and the rest of Asia, which has
resulted in a depressed property market and an increase in the number of companies filing for corporate
reorganization and bankruptcy protection. Although economic conditions in Taiwan have improved since 2003,
the global slowdown in technology expenditures has also from time to time adversely affected the Taiwan
economy, which is highly dependent on the technology industry. We cannot assure you that economic conditions
in Taiwan will continue to improve in the future or that our business and operations will not be materially and
adversely affected by deterioration in the Taiwan economy.

We face substantial political risks associated with doing business in Taiwan, particularly due to domestic
political events and the tense relationship between the Republic of China and the People’s Republic of China,
which could negatively affect the value of your investment.

Our principal executive offices and substantially all of our assets are located in Taiwan, and substantially all
of our revenues are derived from our operations in Taiwan. Accordingly, our business, financial condition and
results of operations and the market price of our common shares and the ADSs may be affected by changes in
Republic of China governmental policies, taxation, inflation or interest rates and by social instability and
diplomatic and social developments in or affecting Taiwan which are outside of our control. Taiwan has a unique
international political status. Since 1949, Taiwan and the Chinese mainland have been separately governed. The
People’s Republic of China, or PRC, claims that it is the sole government in China and that Taiwan is part of
China. Although significant economic and cultural relations have been established during recent years between
the Republic of China and the PRC, relations have often been strained. The PRC government has refused to
renounce the use of military force to gain control over Taiwan. Furthermore, the PRC government passed an
Anti-Secession Law in March 2005, which authorizes non-peaceful means and other necessary measures should
Taiwan move to gain independence from the PRC. Past developments in relations between the Republic of China
and the PRC have on occasion depressed the market prices of the securities of companies in the Republic of
China. Relations between the Republic of China and the PRC and other factors affecting military, political or
economic conditions in Taiwan could materially and adversely affect our financial condition and results of
operations, as well as the market price and the liquidity of our securities.

Any future outbreak of contagious diseases may materially and adversely affect our business and operations,
as well as our financial condition and results of operations.

Any future outbreak of contagious diseases, such as severe acute respiratory syndrome or avian influenza,
may disrupt our ability to adequately staff our business and may generally disrupt our operations. If any of our
employees is suspected of having contracted any contagious disease, we may under certain circumstances be
required to quarantine such employees and the affected areas of our premises. As a result, we may have to
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Risks Relating to Ownership of Our ADSs and Common Shares
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Holders of American depositary receipts evidencing our ADSs may exercise voting rights with respect to the
common shares represented by these ADSs only in accordance with the provisions of our deposit agreement. The
deposit agreement provides that, upon receipt of notice of any meeting of holders of our common shares, the
depositary bank will, as soon as practicable thereafter if requested by us in writing, mail to ADS holders the
notice of the meeting sent by us, voting instruction forms and a statement as to the manner in which instructions
may be given by the holders.

ADS holders will not generally be able to exercise voting rights attaching to the deposited securities on an
individual basis. Under the deposit agreement, the voting rights attaching to the deposited securities must be
exercised as to all matters subject to a vote of shareholders collectively in the same manner, except in the case of
an election of directors and supervisors. The election of our directors and supervisors is by means of cumulative
voting. In the event the depositary does not receive voting instructions from ADS holders in accordance with the
deposit agreement, our chairman or his or her designee will be entitled to vote the common shares represented by
the ADSs in the manner he or she deems appropriate at his or her discretion, which may not be in your interest.

We may from time to time distribute rights to our shareholders, including rights to acquire our securities.
Under the deposit agreement, the depositary will not offer you those rights unless the distribution to ADS holders
of both the rights and any related securities are either registered under the U.S. Securities Act of 1933, as
amended, or the Securities Act, or exempt from registration under the Securities Act. We are under no obligation
to file a registration statement with respect to any such rights or securities or to endeavor to cause such a
registration statement to be declared effective. Moreover, we may not be able to establish an exemption from
registration under the Securities Act. Accordingly, you may be unable to participate in our rights offerings and
may experience dilution in your holdings.

If the depositary is unable to sell rights that are not exercised or not distributed or if the sale is not lawful or
reasonably practicable, it will allow the rights to lapse, in which case you will receive no value for these rights.

Your ability to convert proceeds received from your ownership of ADSs depends on existing and future
exchange control regulations of the Republic of China. Under the current laws of the Republic of China, an ADS
holder or the depositary, without obtaining further approvals from the Central Bank of the Republic of China
(Taiwan) or any other governmental authority or agency of the Republic of China, may convert NT dollars into
other currencies, including U.S. dollars, in respect of:

the proceeds of the sale of common shares represented by ADSs or received as share dividends with
respect to the common shares and deposited into the depositary receipt facility; and

any cash dividends or distributions received from the common shares represented by ADSs.

In addition, the depositary may also convert into NT dollars incoming payments for purchases of common
shares for deposit in the depositary receipt facility against the creation of additional ADSs. If you withdraw the
common shares underlying your ADSs and become a holder of our common shares, you may convert into NT
dollars subscription payments for rights offerings. The depositary may be required to obtain foreign exchange
approval from the Central Bank of the Republic of China (Taiwan) on a payment-by-payment basis for
conversion from NT dollars into foreign currencies of the proceeds from the sale of subscription rights of new
common shares. Although it is expected that the Central Bank of the Republic of China (Taiwan) will grant
approval as a routine matter, required approvals may not be obtained in a timely manner, or at all.
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Under the Republic of China Foreign Exchange Control Law, the Executive Yuan of the Republic of China
may, without prior notice but subject to subsequent legislative approval rendered within ten days from such
imposition, impose foreign exchange controls or other restrictions in the event of, among other things, a material
change in domestic or international economic conditions which might threaten the stability of the domestic
economy in Taiwan.

You are required to register with the Taiwan Stock Exchange and appoint several local agents in Taiwan if
you withdraw common shares from our ADS facility and become our shareholder, which may make your
ownership burdensome.

If you are a non-Republic of China person and wish to withdraw common shares represented by your ADSs
from our ADS facility and hold those common shares, you are required under the current laws and regulations of
the Republic of China to appoint an agent, also referred to as a tax guarantor, in the Republic of China for filing
tax returns and making tax payment. A tax guarantor must meet certain qualifications set by the Ministry of
Finance of the Republic of China and, upon appointment, becomes a guarantor of your Republic of China tax
obligations. If you wish to repatriate profits derived from the sale of withdrawn common shares or cash dividends
or interest on funds derived from the withdrawn common shares, you will be required to submit evidence of your
appointment of a tax guarantor and the approval of the appointment by the Republic of China tax authorities. You
may not be able to appoint and obtain approval for a tax guarantor in a timely manner.

In addition, under the current laws of the Republic of China, you will be required to be registered as a
foreign investor with the Taiwan Stock Exchange for making investments in the Republic of China securities
market prior to your withdrawal and holding of common shares represented by the ADSs. You will be required to
appoint a local agent in Taiwan to, among other things, open a securities trading account with a local securities
brokerage firm and a bank account to remit funds, exercise shareholders’ rights and perform other functions as
holders of ADSs may designate. You must also appoint a local bank to act as custodian for handling confirmation
and settlement of trades, safekeeping of securities and cash proceeds and reporting and declaration of
information. Without the relevant registration and appointment of the local agent and custodian and the opening
of a securities trading account and bank account, you will not be able to hold, subsequently sell or otherwise
transfer our common shares withdrawn from the ADSs facilities on the Taiwan Stock Exchange.

Our actual financial results may differ materially from our published full year guidance.

Each year, we voluntarily publish operating results guidance for the current fiscal year prepared in
accordance with R.O.C. GAAP. These projections are based on a number of estimates and assumptions and are
inherently subject to significant uncertainties and contingencies, including the risks factors described in this
annual report. In particular, projections are forward-looking statements that are necessarily speculative in nature,
and it can be expected that one or more of the estimates on which the projections were based will not materialize
or will vary significantly from actual results, and such variances will likely increase over time.

ITEM 4. INFORMATION ON THE COMPANY

A. History and Development of the Company

Our legal and commercial name is Chunghwa Telecom Co., Ltd. Our common shares have been listed on
the Taiwan Stock Exchange under the number “2412” since October 27, 2000 and our ADSs have been listed on
the New York Stock Exchange under the symbol “CHT” since July 17, 2003. Our principal executive offices are
located at 21-3 Hsinyi Road, Section 1, Taipei, Taiwan, Republic of China, and our telephone number is
(886) 2-2344-5488. Our website address is http://www.cht.com.tw. The information on our website does not form
a part of this annual report.

We were established as a company on July 1, 1996 as a result of the separation of the business and
regulatory functions of the Directorate General of Telecommunications. We were privatized in August 2005.
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Competitive Strengths
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We have a broad customer base in Taiwan.

We are an integrated full-service telecommunications provider in Taiwan.

Broad range of communications products and services

Broad network coverage

Brand awareness, distribution channels and customer service

Operational expertise

Comprehensive customer billing infrastructure
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We have the capital resources and technology to enhance our leading position in the growing cellular and
Internet services markets.

Established position in growing markets

Strong capital structure

Advanced network technology

Research and development expertise

Business Strategy

Focus on our core strengths while expanding our scope of services to capture new growth opportunities
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Fixed line

Cellular

Internet and data
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Bundled services

Emphasize quality of service and customer satisfaction

Improve operational efficiency and cost structure

Capital expenditures
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Personnel costs

Expand our business through alliances, acquisitions and investments

Alliances

Acquisitions.

Investments.
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Maintain focus on maximizing shareholder value

B. Business Overview

Our Principal Lines of Business

Year ended December 31,

2005 2006 2007

(in billions, except percentages)
NT$ NT$ NT$
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Fixed Line

Local Telephone

Year ended December 31,

2005 2006 2007

(in billions)
NT$ NT$ NT$

As of December 31,

2005 2006 2007

(in thousands, except percentages
and per household data)
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Year ended December 31,

2005 2006 2007

(in millions, except percentages)

Year ended December 31,

2005 2006 2007
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Domestic Long Distance Telephone

We provide domestic long distance telephone services in Taiwan. Total revenues from domestic long
distance telephone services comprised 5.9%, 5.3% and 4.6% of our revenues in 2005, 2006 and 2007,
respectively. Our average market share in the domestic long distance market was approximately 84.7%, 83.6%
and 86.5% in 2005, 2006 and 2007, respectively. Residential customers accounted for 60.5% of our domestic
long distance revenues in 2007.

The following table sets forth information with respect to usage of our domestic long distance telephone
services for the periods indicated.

Year ended December 31,

2005 2006 2007

(in millions, except percentages)

Domestic long distance telephone service usage (minutes) . . . . . . . . . . . . . . . . . . . 5,131 4,643 4,325
Growth rate (compared to the same period in the prior year) . . . . . . . . . . . . . . . . . . (8.7)% (9.5)% (6.8)%

Minutes of use for domestic long distance calls have been declining as a result of traffic migration to
cellular services, competition from other fixed line operators and increased use of VoIP. We expect declines in
minutes of use for fixed line services to continue in the future for the same reasons.

The following table sets forth information with respect to the average domestic long distance usage charge
per minute for the periods indicated.

Year ended December 31,

2005 2006 2007

Average local telephone usage fee (per minute) . . . . . . . . . . . . . . . . . . . . . . . . . NT$1.65 NT$1.65 NT$1.66
Growth rate (compared to the same period in the prior year) . . . . . . . . . . . . . . . 0% 0% 0.6%

All domestic long distance calls, regardless of the distance between the calling parties, have the same tariff.
We changed the unit of billing from a per-minute basis to a per-second basis effective February 1, 1999. In
addition, we reduced our peak hour domestic long distance rate in April 2001 from NT$0.045 per second to our
current rate of NT$0.035 per second. Our current domestic long distance rate for off-peak hours is NT$0.025 per
second. The rates for both peak hours and off-peak hours are the same for residential and business customers.
Our average domestic long distance usage charge per minute remained flat between 2005 and 2006, and there
was a 0.6% increase in 2007 due to a 1.5% increase in peak hours usage over 2006.

We provide so-called “intelligent” network services over our domestic long distance network, including toll-
free calling, universal number, televoting, premium rate service and VPNs. We also focus on offering our
customers an increasing number of value-added services and flexible tariff packages.

International Long Distance Telephone

We provide international long distance telephone services in Taiwan. Total revenues from international long
distance telephone services comprised 7.9%, 7.6% and 7.2% of our revenues in 2005, 2006 and 2007,
respectively. Residential customers generated 37.1% of our international long distance revenues during 2007. In
addition, we provide wholesale international long distance services to international simple resale operators that
do not possess their own telephone network or infrastructure.

Since fixed line services have been open for competition since 2001, we expect competition in this line of
business will continue to intensify. We believe other fixed line operators consider the international long distance
market to be their primary focus. Our average market share of the international long distance market was
approximately 57.8%, 58.3% and 61.6% in 2005, 2006 and 2007, respectively. Our market share increased in
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Destination
Percentage of total
outgoing minutes

Percentage of total
incoming minutes

As of December 31,

2005 2006 2007

(in thousands, except
percentages and

incoming/outgoing ratio)
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Year ended December 31,

2005 2006 2007

Year ended December 31,

2005 2006 2007

(in billions)
NT$ NT$ NT$
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Cellular Services

Cellular service is one of our principal business activities. We are Taiwan’s largest provider of cellular
services in terms of both revenues and customers. In 2005, we generated revenues of NT$73.0 billion, or 39.5%
of our total revenues, from cellular services. In 2006, we generated revenues of NT$73.0 billion (US$2.3 billion),
or 39.2% of our total revenues, from cellular services. In 2007, we generated revenues of NT$73.7 billion
(US$2.3 billion), or 36.7% of our total revenues, from cellular services.

The following table sets forth our revenues from cellular services for the periods indicated.

Year ended December 31,

2005 2006 2007

(in billions)
NT$ NT$ NT$

Cellular revenues:
Usage(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60.8 59.7 59.2
Interconnection . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.0 7.3 7.6
Mobile data . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.2 4.2 5.2
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.0 1.8 1.7

Total cellular . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 73.0 73.0 73.7

(1) Includes monthly fees.

As the market for cellular services has continued to expand, we have experienced substantial growth in our
cellular customer base. We are the largest cellular operator in Taiwan in terms of revenues and number of
customers. We had 8.70 million cellular customers, for a market share of approximately 40.3% of total 2G
cellular customers and approximately 34.5% of total 2G cellular services revenues in Taiwan, as of December 31,
2007. Revenues from cellular services comprised approximately 39.5%, 39.2% and 36.7% of our total revenues
in 2005, 2006 and 2007, respectively. Mobile data revenues as a percentage of total cellular revenues were 4.4%,
5.7% and 7.0% for the years ended December 31, 2005, 2006 and 2007, respectively.

We offer digital cellular service through our dual band GSM network. We are one of the three national
licensed providers of GSM services. We have been allocated 15 MHz in the 900 MHz frequency band and 11.25
MHz in the 1800 MHz frequency band for GSM services and general packet-switched radio services, or GPRS,
and 15 MHz paired spectrum plus 5 MHz unpaired spectrum in the 2 GHz frequency band for 3G cellular
services. This is the largest frequency spectrum allocation to any cellular operator in Taiwan. In February 2002,
the Ministry of Transportation and Communications granted 3G cellular services concessions to five companies,
including us. In March 2002, we paid NT$10.2 billion to the government for our concession. Our 3G cellular
services license is valid until December 31, 2018. In July 2005, we launched our 3G cellular telephone services
using WCDMA technology. We also offer the largest international roaming network among Taiwan cellular
service providers. In particular, our 2G customers have access to 318 networks in 168 countries through our
GSM service roaming network and 164 networks in 84 countries through our GPRS roaming network. In
addition, our 3G service system includes 60 networks in 34 counties.

As of December 31, 2007, we had approximately 13,500 cellular base stations (including both GSM base
stations and 3G cellular base stations) covering substantially all of Taiwan’s population. We use these base
stations to support both our GSM network and our GPRS network. In 2007, we greatly enhanced our
competitiveness by upgrading more than 4,000 base stations with HSDPA capacity in the larger metropolises of
Taiwan. We will continue this process ofi mplementing HSDPA upgrades in the following five major areas in
Taiwan: Taipei City, Taipei County, Taoyuan County, Taichung City and Kaohsiung City.
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The following table sets forth information regarding our cellular service operations and our cellular
customer base for the periods indicated.

As of or for the year ended December 31,

2005 2006 2007

Taiwan population (in thousands)(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,770 22,877 22,958
Total cellular customers in Taiwan (in thousands)(2) . . . . . . . . . . . . . . 19,876 23,249 24,302
Penetration (as a percentage of the population)(2) . . . . . . . . . . . . . . . . 87.3% 101.6% 105.9%
Total cellular revenues in Taiwan—2G (in billions)(3) . . . . . . . . . . . . NT$ 205.2 NT$ 185.2 NT$ 154.9
Number of our cellular customers (in thousands)(2)(4) . . . . . . . . . . . . . 8,158 8,487 8,699
Our market share by customers—2G(2) . . . . . . . . . . . . . . . . . . . . . . . . 39.6% 40.9% 40.3%
Our market share by revenues—2G . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.0% 35.7% 34.5%
Number of our prepaid customers (in thousands) . . . . . . . . . . . . . . . . 603 636 632
Our prepaid customers as a percentage of our total customers . . . . . . 7.4% 7.5% 7.3%
Annualized churn rate(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.8% 11.6% 10.25%
Minutes of usage (in millions of minutes)

Incoming . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,720 10,403 10,636
Outgoing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,921 9,227 9,586

Average minutes of usage per cellular customer per month(2)(6) . . . . . 190 197 196
Average revenue per cellular customer per month(2)(7) . . . . . . . . . . . . NT$ 744 NT$ 731 NT$ 715

(1) Data from the Department of Population, Ministry of the Interior, Republic of China
(2) The number of cellular customers is based on the number of subscriber identification module, or SIM, cards.

From 2004, the number of our cellular customers excludes prepaid subscription accounts that are inactive
for more than three months. In 2007, the total number of cellular customers in Taiwan included personal
handy-phone system and 3G customers.

(3) Data from the statistical monthly release by National Communications Commission, Republic of China.
(4) Includes GSM, GPRS and 3G services.
(5) Measures the rate of customer disconnections from cellular service, determined by dividing (a) our

aggregate voluntary and involuntary deactivations (excluding deactivations due to customers switching from
one of our cellular services to another) during the relevant period by (b) the average number of customers
during the period (calculated by averaging the number of customers at the beginning of the period and the
end of the period), and multiplying the result by the fraction where (c) the numerator is 12 and (d) the
denominator is the number of months in that period.

(6) Average minutes of usage per cellular customer per month is calculated by dividing the total minutes of
usage during the period by the average of the number of our cellular customers on the first and last days of
the period and dividing the result by the number of months in the relevant period.

(7) Average revenue per user per month is calculated by dividing our aggregate cellular services revenues
during the relevant period by the average of the number of our cellular customers on the first and last days
of the period and dividing the result by the number of months in the relevant period.

The cellular market in Taiwan has grown rapidly since the liberalization of the market in 1997. Total
cellular customers in Taiwan have reached approximately 24.3 million as of December 31, 2007. Cellular
penetration was approximately 105.9% on the same date. We expect customer growth to continue to slow as a
result of market saturation. In addition, the overall cellular services market experienced a slight increase of 0.2%
in revenues in 2007.We believe that any future growth in the number of cellular customers will depend largely
upon continuing improvements in wireless technologies and wireless data applications and the availability of
advanced cellular phones.

We began offering prepaid card services in October 2000. As of December 31, 2007, we had approximately
0.6 million prepaid customers representing approximately 7.3% of our total cellular customers. Prepaid
customers do not pay monthly fees but pay a higher usage charge on a per second basis. Once the prepayment has
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Internet and Data Services
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Year ended December 31,

2005 2006 2007

(in billions)
NT$ NT$ NT$

Internet Services

HiNet and Internet Access

Year ended December 31,

2005 2006 2007

(in billions)
NT$ NT$ NT$

As of December 31,

2005 2006 2007

(in thousands, except percentages)
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As of December 31,

2005 2006 2007
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Year ended December 31,

2005 2006 2007

NT$ NT$ NT$
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Internet Value-added Services

www.hinet.net

www.hichannel.hinet.net

Wireless Local Area Network Service

Data Services

Year ended December 31,

2005 2006 2007

(in billions)
NT$ NT$ NT$

Leased Line Services
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As of December 31,

2005 2006 2007

(in gigabits per second)

Managed Data Services

Internet Data Center Services

Multimedia on Demand Services
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Exhibit 12.1

Certification by the Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Tan Ho Chen, certify that:

1. I have reviewed this annual report on Form 20-F of Chunghwa Telecom Co., Ltd.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the company
as of, and for, the periods presented in this report;

4. The company’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the company and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
company, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the company’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the company’s internal control over financial reporting that
occurred during the period covered by this report that has materially affected, or is reasonably likely to
materially affect, the company’s internal control over financial reporting; and

5. The company’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the company’s auditors and the audit committee of the company’s
board of directors (or persons performing the equivalent function):

(a) All significant deficiencies and material weaknesses in the design or operation ofi nternal controls
over financial reporting which are reasonably likely to adversely affect the company’s ability to record,
process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the company’s internal controls over financial reporting.

Date: April 23, 2008

By: /s/
Name: Tan Ho Chen
Title: Chairman and Chief Executive Officer
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Headquarters

21-3 Hsinyi Rd., Sec. 1, Taipei 100
Tel: 886-2-2344-3691
Fax: 886-2-2356-8306
http://www.cht.com.tw

Northern Taiwan Business Group

42 Renai Rd., Sec. 1, Taipei 100
Tel: 886-2-2344-2485
Fax: 886-2-2397-0539

Southern Taiwan Business Group

230 Linsen 1st Rd., Kaohsiung 800
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Tel: 886-3-424-4239
Fax: 886-3-424-4444

Telecommunication Training Institute

168 Minzu Rd., Panchiao, Taipei County 220
Tel: 886-2-2963-9587
Fax: 886-2-2963-9453










