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OPERATING AND FINANCIAL SUMMARY
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Letter to Shareholders

To all of our shareholders,

There is no doubt that 2009 was a challenging year — but it was not without its bright spots. The eco-
nomic climate was difficult, competition in Taiwan for mobile services and broadband access was fierce
and we faced the tragic impact of Typhoon Morakot in southern Taiwan. Despite these factors, we are
proud to have sustained our overall market leadership position in our Mobile, Internet and Fixed Line
Businesses, and we think it is fair to say that we finished the year in a much better position than we
started. We implemented cost controlling initiatives in response to the economic conditions, while also
offering enhancements to our value-added services (“VAS”), MOD/IPTV offering and key Enterprise so-
lutions. We are firmly committed to investments in innovation, and, moving forward, we plan to further
enhance our VAS, accelerate our fiber deployment and further enrich our MOD/IPTV content in order
to continue our growth momentum.

Mobile Customers Demand High-Quality Access and Services to Meet Increasingly Sophisticated Us-
age Needs

Total mobile penetration continues to exceed 100% in Taiwan, and we sustain our #1 at 34.4% share
of the subscriber market. Despite the mandatory National Communication Commission (NCC) tariff
reduction, we maintained our subscriber figures, and saw increasingly positive customer net addition
trends in the second half of the year, supported in part by positive number portability operation. Cus-
tomer demand for smartphones, particularly Apple’s iPhone, of which we were Taiwan’s first provider,
and HTC’s Hero, drove our market share. Our value-added services were in high demand, and our
high-quality and highly relevant VAS offerings are helping to build brand loyalty in the market, which, in
turn, has allowed us to report the lowest mobile churn in the industry.

« Smartphones: Our launch of Apple’s iPhone in the Taiwan market was a blockbuster hit and this de-
vice has dramatically redefined the wireless smartphone market, driving network usage and service
demand. We also built the Hami iPhone application platform, which has been extremely well-re-
ceived by our customers. Within the mobile communications business, the popularity of smartphones
demonstrates the evolution of a wireless device from a voice-only product to a full-service platform
to surf the Internet, check e-mail, watch videos, read books, exchange pictures and more. Going
forward, we believe that wireless growth will increasingly be driven by mobile connections to a wide
variety of products, such as cameras, vehicles, buildings and appliances.

Wireless data applications : Applications such as mobile Internet access, photo sharing and mes-
saging continued to drive demand for value-added services . Further, we are one of the first provid-
ers of customized, local iPhone applications. The application we have over iPhone is Hami suite,
providing information and services like news, e-book, location-based services etc. On October 28,
2009, we launched our Hami online e-bookstore, whereby we offer e-book services for our mobile
customers through our strategic alliance with several local publishing houses, Microsoft Taiwan and
HTC Corp. , allowing users to employ smartphones as reading devices, with content provided by
participating publishers. Till now, the cumulative e-book subscriber base has exceeded 100,000 and
the number of e-books downloaded via smartphones exceeds 500,000. We expect that wireless data
revenue will continue to be a key driver of growth for CHT, as more users switch to smartphones and
other data-centric devices. Our wireless internet service, including our mPro package and data card
service, has gained significant traction in the market, and our subscriber base grew by 135% year-
over-year.

Network : To support our customers’ growing demand for mobility and higher speed access to data,
applications and video, we are deploying our 3G network throughout the island and have constructed
more than 6,000 base stations with a download speed greater than 7.2Mbps. We also adopted NG-
SDH backhauls to provide customers with higher-speed and high-quality mobile internet services.



Investing in Innovation to Drive the Next Wave of Broadband Development

As the communications needs and preferences of individuals and corporations evolve, we intend to
broaden our offering and build our reputation as an Information and Communication Technology (ICT)
company, not simply a telecommunications operator. Therefore, a major focus for us this year was our
broadband internet business, specifically our initiative to transfer customers to higher access speeds,
and to develop applications for the next wave of internet development, the “Internet of Things,” a wire-
less network that allows users to interface with objects such as cars and home appliances, etc.

* Broadband : 83.0% of broadband users in Taiwan subscribed to our broadband access service in
2009, and the average bandwidth per user reached 5.11Mbps in 2009, representing an increase of
18% compared to 2008. While we faced heated competition from cable operators, we saw improving
customer trends in the second half of the year. Our broadband VAS offerings, such as music, games
and pornography gatekeeper, have continued to drive growth in this area.

* FTTx Services : In 2009, our advanced FTTx services served more than 1.6 million subscribers, an
increase of 53% year over year. These FTTx subscribers use an average bandwidth of 10Mbps per
user. Such strong bandwidth demand demonstrates businesses and consumers’ increasing depen-
dence and demand for fast and reliable connections as they seek for more and more Internet appli-
cations and content on more frequent basis.

« MOD/IPTV Platform : We now offer 94 Standard Definition and five High Definition TV channels,
which specialize in topics ranging from sports to movies to cartoons. We have also partnered with
many well-known global companies, such as FOX International, Universal, BBC, Disney and Time
Warner to provide content. In addition, our MOD/IPTV platform provides interactive services, such
as home banking, karaoke and games, as well as dedicated corporate services. For example, we re-
cently signed a video-on-demand (VOD) contract with Television Broadcasts LimiteddTVB) of Hong
Kong, which will provide 1,200 hours of drama content per year. We now have over 9,000 hours of
VOD content online, 700 hours of which is refreshed each week.

Enterprise Business Customers Depend on Chunghwa Telecom for Reliable and Efficient
Communications Solutions : Chunghwa Telecom continues to be the number one choice of enter-
prises and government entities, allowing these companies to meet their complex operational needs
with our leading ICT solutions for reliability and efficiency. This is primarily attributed to the dedica-
tion of our Enterprise Business Group and our Telecommunication Laboratories, which enable us to
have exclusive resource to better serve our corporate customers. The solutions we offer include cor-
porate secure VPN solutions, leased line internet connection with SLA assurance, multi-site backup
solutions, corporate information security services, PKI certification platform services for banking and
e-commerce electronic transactions, call center outsourcing, private branch exchange (PBX) sys-
tems, smart surveillance solutions and intelligent telematics systems(ITS). In addition, we began to
offer Intelligent Energy Network (iEN) energy-saving solutions, which utilize a centralized manage-
ment network platform to manage multiple vendors’ equipment. This platform could intelligently help
scheduling and monitoring the operation of equipment for corporate customers. Our iEN solutions
were extremely well-received by customers as they endeavor to reduce their energy and electricity
consumption. Due in large part to this initiative, we were awarded the 18th Annual Enterprise Envi-
ronmental Protection Award(AEEPA), R.O.C., which is sponsored by the Environmental Protection
Administration (EPA).

Stepping Up Commitment to Preserving the Environment

* To demonstrate our commitment to the environment, we are deploying energy-saving solutions
throughout our company — installing and utilizing iEN solutions to reduce our electricity consumption
in more than 105 buildings. Our objective is to reduce our energy consumption to the extent that we
will be operating at levels approximately equal to 2007 levels by 2012. This is a major undertaking
for our company, and we are pleased to say that we are already seeing results of this program, which
has been embraced by our employees.



Committed to Building Sustainable Value for Shareholders

+ In 2009, we returned a total of NT$56.2 billion to our shareholders through dividends and our capital
reduction program, one of the highest in our industry as well as the entire Taiwan market. In addition,
we also announced a capital reduction program in our board meeting in April 2010, planning to return
about NT$19.4 billion to shareholders. We are committed to building shareholder value consistently
and will continue to enhance our capital management practices.

Despite the challenges presented in 2009, we are proud of our ability to prudently manage through the
downturn by adjusting our expense outlays and driving demand for our mobile, internet and value-add-
ed services, while also investing in innovation. We are working hard to maintain or extend our market
positions, to build our brand equity in the market and to establish ourselves even more firmly as an in-
novative technology leader in Taiwan and beyond.

2009 Operational and Financial Performance

Although the number of mobile subscribers and the volume of network traffic have continued to in-
crease, mobile revenue declined in 2009, primarily because of the economic environment, ongoing
price pressure from the NCC and the increasingly competitive environment. In our more mature fixed
line operation, voice revenue has declined, primarily driven by lower growth in usage and continued
price declines. Enterprise revenue growth slowed as our business customers reduced activity and
headcount.

+ Domestic Fixed Business : We provided domestic fixed-line services to over 12 million customers,
whose minutes of use represented 87.2% of the total market local call minutes and 82.9% of the total
market’s domestic long distance (DLD) minutes. Overall, local and DLD service revenue declined by
3.9% and 12.7%, respectively, reflecting the economic environment and voice-over-internet protocol
(“VolP”) substitution. Revenue growth in this segment was driven by an increase in our Fiber access
subscriber base, which has reached 1.64 million. The successful implementation of our strategy to
migrate subscribers to higher speed FTTx and retain lower speed ADSL users with a competitive ser-
vice offering has stabilized our broadband operation.

Mobile Business : As of the end of the fiscal year, due to the economic downturn and ongoing pric-
ing pressure, our mobile segment revenue was NT$86.5 billion, a decrease of 2.6% year-over-year.
However, we had 9.27 million mobile subscribers, representing 3.60% growth year-over-year. Of
these mobile subscribers, 51.1% are 3G subscribers, compared to 39.8% one year ago. Further-
more, in 2009, we launched new smartphone devices, such as the Apple iPhone 3GS and Android
platform models like HTC’s Magic and Hero. Smart phones customers accounted for 7.5% of the
total handsets CHT offered in 2009. The average revenue per user (“ARPU”) for our smartphone us-
ers is twice that of our regular mobile phone users. In the mobile segment, total mobile VAS revenue
increased by 20.5% year-over-year, of which Mobile Internet and Short Message Service (“SMS”)
exhibited the highest growth of 54.3% and 12.3%, respectively. The mobile VAS ARPU contribution
is about 29% for smartphone users, compared to about 11.8% for the total mobile phone users.

Internet Business: Our 2009 Internet revenue still increased by 2.7% to NT$23.7 billion, while our Hi-
Net subscriber number held steady at 4.1 million at the end of 2009. In addition, our HiNet business
built momentum in HiNet Music and Games, which is a result of the emergence of a “stay at home”
economy in Taiwan. Further, our internet gatekeeper service, which allows users to block certain
websites, gained traction in the market.

« International Fixed Business: Due to the economic downturn, revenue was down by 4.3% to NT$15.2
billion, although our international leased line revenue has seen double digit growth.

We achieved consolidated revenue in 2009 of NT$198.4 billion, with our domestic fixed business con-
tributing 36.0%, mobile 43.6%, Internet 11.9%, and International fixed 7.7%. Our consolidated EBITDA
margin declined by 1.24 percentage points to 46.73% in 2009, in line with our expectations, primarily



because of the aforementioned competitive environment and pricing pressures. Our net profit was
NT$43.8 billion, representing a net margin of 22.1%.

Cash generation remained robust, with free cash flow of NT$51.8 billion, while our capital expenditure
remained relatively stable at NT$25.5 billion for 2009. Capital expenditure was primarily used for in-
vestments in FTTx construction, 3G/3.5G network expansion, IP-based Next Generation Network mi-
gration and service platforms. As a result, our cash and cash equivalents at the end of 2009 amounted
to NT$73.3 billion.

Commitment to Our Community

In difficult economic times, our commitment to Corporate Social Responsibility (CSR) and the environ-
ment is as important as ever.

+ We have been a member of World Business Council for Sustainability and Development for five
years.

« Conversion to our electronic billing service has reduced paper usage by an equivalent of 245 million
pieces of A4 paper

« Our water re-use system has efficiently saved 2,831 tons of water
» We processed 4,911 tons of metals for re-use

+ In order to bridge the digital divide, by the end of December 2009, we completed the construction of
43 Digital Neighbor Sites, and donated 642 computers and 571 sets of computer software equipment
to remote areas and tribal villages.

+ At the end of 2008, in cooperation with the EPA, we began a mobile communications equipment
waste recycling program, which was implemented in our 319 service centers and the 210 Senao
International Co., Ltd. retail outlets. To date, we have successfully collected 39,807 waste mobile
phones and 19,120 kg of accessories (including batteries). In order to halt the dispersal of telecom-
munications product waste to developing countries and reduce damage and contamination to our
local environment and residents’ health, we will continue to urge the public to recycle and reuse tech-
nology products and enthusiastically promote mobile phone recycling.

» Green Procurement: We actively promote green consumption, and in coordination with the EPA pol-
icy, purchased products with environmental protection labels and signed the Taipei City Government
Department of Environmental Protection’s green procurement for private industries and organizations
consent form. Green procurement seminars were also held for our employees. Our overall green
procurement in 2009 totaled NT$ 206 million. We fulfilled our commitment to environmental sustain-
ability and were proud to contribute to the economic development of local cities and counties.

As a result of our commitment and dedication to Corporate Social Responsibility, we received a “2009
Excellence in Corporate Social Responsibility Award” from CommonWealth Magazine, and a “2009
Corporate Social Responsibility Award” from Global Views Monthly Magazine. We were also granted a
“2009 Taiwan Corporate Sustainability Report Award” by Taiwan Institute for Sustainable Energy and a
“2009 Taiwan Sustainable Development Award” by the National Council for Sustainable Development.

Despite these successes, we intend to continue our efforts in corporate social responsibility. Moving
forward, one of our key focuses is to continue deploying energy-saving equipment and solutions in our
office buildings and switch centers, etc. primarily in anticipation of the potential carbon emission in-
crease from the next-generation network transition as well as the continued business expansion.



Future Prospects

We believe that, given our solid industry leadership, our long-term prospects remain bright as the un-
derlying demand for connectivity and services continues to grow. To this end, we recently accelerated
capital investment in and deployment of our Next Generation Network (NGN), with a target of offering
50 Mbps FTTH services to users in 2010. By packaging quality digital content, we expect to demon-
strate our commitment to innovation by beginning a brand-new Smart Home era. Customer demands
and expectations for mobility, seamless interconnectivity and high-performance levels mean that an
advanced and reliable network is now more critical than ever. Our NGN will lay the foundation for ad-
vanced multimedia services at an attractive, low cost. A wide range of services, delivered over our ad-
vanced network, will continue to enhance all of our users’ experiences and drive further demand for our
unique and high-quality offering.

We remain focused on sustaining our dominant market leadership by enhancing our core product fea-
tures and functionality, and by providing innovative devices with differentiated and customized services
to meet the ever-evolving user preferences. We will continue focus on selected ICT services to better
serve our Enterprise clients. At the same time, we will continue consolidating our networks to stream-
line operations, and will improve efficiency and cost management to better support our core business
competitiveness and advanced technology development. Furthermore, we will prudently explore over-
seas opportunities and property development in order to generate sustainable value for our sharehold-
ers. Our more than 24,000 devoted and diligent employees — with their competitive drive, passion to
serve and commitment to innovation — will be the foundation of our growth as we continue to lead our
industry.

These are challenging times in the market — but there are also exciting times for Chunghwa Telecom
and the telecommunications industry, as we embark on the evolution of services: from voice to con-
tent and applications, from multiple platforms to a unified platform, from providing services to offering
compelling experiences, and from connecting people to connecting communities and objects. With our
innovative portfolio of products and services, our superior network, as well as our strong financial re-
sources, we believe that Chunghwa Telecom is well-positioned to continue delivering value to our cus-
tomers, partners, shareholders and employees. We want to thank each of our shareholders for their
confidence and continued support, and we are looking forward to reporting our progress throughout
2010 and beyond.

Sincerely,
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Chunghwa Telecom Overseas Office

Bangkok Representative Office

General Manager: Frank Tseng,
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Hanoi Representative Office
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TEL : +84-8 3910 6175, FAX : +84-8 3910 6174
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Contact Information for Chunghwa Telecom and Affiliates

Headquarters

21-3 Hsinyi Rd., Sec. 1, Taipei 100
TEL : 886-2-2344-5488

FAX : 886-2-3393-8188

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
TEL : 886-7-344-3350
FAX : 886-7-344-3391

Mobile Business Group

35 Aikuo E. Rd., Taipei 106
TEL : 886-2-2344-2825
FAX : 886-2-2356-3023

Data Communications Business Group

21 Hsinyi Rd., Sec. 1, Taipei 100
TEL : 886-2-2344-4756
FAX : 886-2-2394-8404

Telecommunication Laboratories

12 Minzu Rd., Sec. 5, Lane 551
Yangmei Jen, Taoyuan County 326
TEL : 886-2-2344-3580

FAX : 886-2-2394-0944

International Business Group

31 Aikuo E. Rd., Taipei 106
TEL : 886-3-424-4239
FAX : 886-3-424-4444

Enterprise Business Group

8F, 26 Hangjhou S. Rd., Sec. 1, Taipei 100
TEL : 886-2-2344-5899
FAX : 886-2-2392-1170

Telecommunication Training Institute

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