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Page0:

Ladies and gentlemen, It's my great pleasure and honor to attend this meeting, and
have chance to give this presentation. The topic of my presentation is* The present
status and future development plan of telecom market in Taiwan.”

Pagel.:

There are seven sessionsin my presentation including preface, current status of major
telecom services, major telecom service providers, mobile market, IDC market, the
liberalization of telecom industry in Taiwan and last but not |least, a glance at
Chunghwa telecom.

Page2:

First of all, aswelook at last two years, we could find that telecommunication
industry has played an important role in the economic activities. The high growth rate
of mobile and data communication services have made significant contribution to the
country’ s economic development. Also the new technology evolution together with its
related products and the services change the behavior of human’s activities. Asa
matter of fact, when we look around, we could find that almost everybody is
accompanied with asmall and smart handset. The mobile phone has become the
necessities of daily life for everyone living in Taiwan. People are willing to accept the

innovative creation, not only because of the convenienceto carry it, but also the
cheaper usage fee. The liberalization of telecom service in Taiwan has brought to

telecom market enormous business opportunities. The keep competition among the
telecommunication service providers has resulted in the sharp dropping of usage fee,
for instance, not only the monthly payment is about one third of that of the payment in
1997, but also the usage charge is segmented to various suite case which is up to
user’s chioce.

Page3:

The population of Taiwan currently is about 22M in Taiwan now. As | have learned
that Korea has a population of 47M. Current status of major telecom service in
Taiwan includes fixed line service, mobile service and Internet service.

Paged.

Therelatively high GDP and even distribution of wealth in Taiwan has contributed to
the formation a developed and highly attractive telecom market.

Taiwan’s cellular penetration in particular, is among the highest, not only in Asia, but
also in theworld.

We are now experiencing rapid growth in the Internet market, particularly in
broadband. We expect Internet penetration to reach 50% by 2004, with broadband
standing up to half of the market.

Pageb:

In this viewgraph fixed line service in the past few years was stepping up steadily in a
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small pace. We have 12.6M subscribers now. Penetration is about 55%. We will see
that fixed line service with the same growth pace in next few years.
Page6:
As regards mobile service the number of subscribers has been soaring at its height
since the beginning of competition from 1998. The various market promotion
programs resulted in very low monthly fee and usage charge, and teenager affordable
price for handset is bundling with a period of subscription. We have 18.2M
subscribers now, and expect mobile penetration to reach 90% by 2003.
Pager:
Internet service grew very fast in the last few years. There are 6.2M Internet
subscribers in Taiwan now. | have read some K orean magazines that there are 19M
Internet users at year-end 2000, the penetration is about 26%, some of them are
broadband users. We knew that Korea has created one of the most successful Internet
market in the world.
Pages:
Major telecom service providers
Chunghwa Telecom is the only fixed network operator in Taiwan now. Another 3
licenses for fixed network service have been granted and scheduled to launch the
servicein the 2Q this year. After then, afully competition environment for Taiwan's
telecom market isimplemented. As you will see that 4 fixed network operators, 7
mobile voice operators, 6 mobile data operators, 6 pager operators, 12 trunk radio
operators, 3 satellite operators and 157 Internet service providers will be aggressively
playing in this competition arenato their utmost. Hinet, Seednet and TANet are three
Major | SPs.
Page9:
Mobile telecom is a high growth rate and high revenue market. Many research and
consultant companies forecast the trend and market size in Taiwan.
Pagelo:
It isthe trend that most analysts have the same prediction that mobile service will
shift from simple voice to data and voice, and then the third generation mobile. We
could find that 3G will occupy alarge proportion of mobile market.
Pagell:
Prospects of 3G Industry
Merrill Lynch forecast that 45% of all mobile traffic would be data by 2003.
Arthur D. Little expected 3G penetration to reach 60% by 2010.
Durlacher forecast mobile commerce revenues could reach $15/sub by 2010.
Goldman Sachs believes the mobile phone will become the e-commerce platform
of the future.



Pagel2:
3G Mobile Market in Taiwan
High penetration in mobile market is expected to reach 90% by 2003.
CEPD estimated that more than 10 million mobile subscribers would shift to 3G by
2010
3G revenues will reach 138 hillion NT$ by 2008
Pagel3:
IDC Market in Taiwan
Forecaster Research expected IDC revenues to reach 1.32 billion US$ by 2003

Up to 80,000 m?2 of floor space required by 2005

Including maintenance services and application services

Ovum forecast that IDC market would reach 483 million US$ by 2005
Pagel4.
The liberalization of Telecom industry leads to competition and progress in Taiwan.
Aswelook at time frame for telecom liberalization. At first, CPE released to be
owned by user themselvesin 1987, then VAN deregulated in 1989,CT-2 in 1994,
mobile voice and datain 1997, trunk radio and radio paging also in 1997, satellite
service in 1999, fixed network servicein 2000. 3G licenses are expected to be granted
in thisyear.
Pagels:
Chunghwa Telecom Co., Ltd. is a state run company. which is facing competition now.
We have scheduled to privatize this year. Finally let’ s take alook of our annual report
and our strategy.
Chunghwa Telecom’ s annual report
Pagelo:
As| mentioned in the beginning of the presentation, technology and competition are
the driving forcesin our market. We have defined our strategy to address these two
issues.
The four key elements of our strategy are:
Focus our resources on high growth markets
Leverage our established and extensive customer relationshipsto sell new services
Aggressively maintain our market share in traditional voice services, and
Execute our restructuring initiatives
Last page
Thank you for paying your attentions, thanks.
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Preface

e Thehigh growth rate of telecom industry
with itsrelateds service have made
significant contribution to the country’s
economic development

* New technology evolution together with
its products also change the behavior of
human’s activities

* Theliberalization of telecom in Taiwan
has brought to telecom market enor mous
business opportunities

£ Chungliwa Teecon Co, Lid.

Current Statusof Major Telecom Services

A highly attractive telecom market
Fixed network service

M obile service

Internet service

25 Chungfiwa Teecon Co, Lid.
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A Highly Attractive Telecom Mar ket

Celluylzeir
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£ Chunghva Telecom Co, Lid.

April 11,2001
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Fixed Networ k Service

Fi xed |ine market
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1 80.0%
1 70.0%
1 60.0%

1 50.0%
1 40.0%

20.0%

10.0%

1995 1996

1997

1998

1999

0.0%
Jun-2000 Dec-2000

[ Total lines in service 8,895 9,698
—&— Fixed line penetration | 41.30% 44.70%

10,556
49.90%

11,350
52.60%

11,851
54.50%

12,321 12,645
54.70% 55%

Unit:1,000

Source: CHT

£ Chungfva Telecom Co,, Lid

April 11, 2001
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—&— mobile subs (Taiwan) ‘

295 Chungfiwa Telecom Co, Lid Sl

Dec-1997 | Jun-1998

Dec-1998 | Jun-1999

Dec-1999 | Jun-2000 |Dec-2000
‘—.—Internet User| 1,660

2,170 3,010 4,020

4,800 5,469 6,233

2% Chy

g 11

ngfiwa Telecom Co, Lid.
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Major Telecom Service Providers

Fixed Mobile | Mobile |Pager |Trunk | Satellite | ISP
Network Voice Data Radio | com.
Number of 1 7 6 6 12 3 157

operator

* 3 licensesfor fixed network have been granted in the 1Q of 2000,
scheduled to launch the service in the 2Q of 2001
e source: DGT

£ Chungfva Telecom Co,, Lid.

April 11, 2001

Mobile Market in Taiwan

 Worldwide Mobile Trend
* Prospects of 3G Industry
e 3G MobileMarket in Taiwan

<5 Chungliwa Teecom Co, Lig.

April 11,2001
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Worldwide Mobile Trend

Subscribers

With GSM/GPRS

Voice Only

Time

Source: Ericsson, October 2000.

£ Chunghna Telecom Co, Lig.

, 2001

Prospects of 3G Industry

 Merrill Lynch forecast that 45% of all
mobile traffic would be data by 2003

« Arthur D. Little expected 3G penetration
to reach 60% + by 2010.

» Durlacher forecast mobile commerce
revenues could reach $15/sub by 2010.

» Goldman Sachs believes the mobile
phone will become the e-commerce
platform of the future.

£ Chunghn Telecom Co, Lid.

2001
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3G MobileMarket in Taiwan

» High penetration in mobile market
Is expected to reach 90% by 2003

» CEPD estimated that morethan 10
million mobile subscriber swould shift to
3G by 2010

e 3G revenueswill reach 138 billion NT$
by 2008

Sour ce:estimated by CEPD

<5 Chungliva Teecom Co, Ltg.

, 200

IDC Market in Taiwan

e Ovum forecast that IDC market would reach
483 million US dollar s by 2005

» Forecaster Research expected | DC revenues
toreach 1.32 billion US dollars by 2003

» Up to 80,000 m2 of floor spacerequired by
2005

 Including maintenance services and
application services

<5 Chungliva Teecon Co, Lid

17




The Liberalization of Telecom Industry in Taiwan

Mobile Voice (1997/1) Tt Nl
Mabile Data(1997/3) service (2000/3
CPE (1987) || CT2(1994) Trunk Radio(1997/5) ( )

Radio Paging(1997/2)

N\

Time Frame for telecom liberalization

VAN (1989)

Satellite Com.
(1998)

L ow tier mobile
(1999)

£ Chunghna Telecom Co, Lid.

April 11, 2001

Chunghwa Telecom Co., Ltd.

Annual Report
e Total Assets: NT$ 465B (2000e)(=14.538 Uss)
e Revenue:NT$ 280B (18 months, 2000E)(=8.758 US$)
* Employees: 34,752 (o00k)
» Fixed line subscribers: 12,700,000 mar 2001
» Mobile phone subscribers:5,000,000 (var

2001)
» Radio pager subscribers:2,281,000 (2000g)
 HiNet user: 2,230,000 Mar 2001)

<5 Chungliva Teecon Co, Lid.

15
April 11, 2001
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Strategy

Focus resour ces on high growth areas

Drive growth of new serviceson
extensive customer base

Aggressively maintain dominancein
traditional voice services

Executerestructuring initiatives

£ Chungf Telecom Co, Lid.

April 11, 2001
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<5 Chungfa Telesom Co, Lig.

April 11, 2001




2001.5.21.

£ Chungfva Teecon Co,, Lid

Contents
. (KT) (2000 )
« Korea Telecom’sADSL

200!

£ Chungfva Telecom Co, LI,
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(Local) 2 KT, Hanaro
(Long Distance) 3 KT, Dacom, ONSE
(International) 3 KT, Dacom, ONSE
13 KT, Hanaro, Dacom, ONSE, G& G,
Dreamline, Hyundai Electrics,
Powercomm, SKT, Hansol, KT,
Seoul Intl Phone,
2 SKT, Shinsegi Telecom
(M obile telephony)
3 KT Freetel, KT M.COM, LG
(PCS) Telcom
T RS(trunk radio) 7 2
5
Paging 9 :SKT
8
3 Aimedia, Intec Telecom, Hansae
Telecom
GMPCS 2 Dacom, Korea Obcom
58
5433
= Chungfiwa Telecom Co,, Ltd
April 11, 2001 Z
1P
(Licensing) (Registration)
(Notification)

£ 5= Chungfiva Telecom Co., L.

April 11, 2001
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1997 1998 1999 2000
- 3,362 5,332 8,659 11,752
- 6,910 13,982 23,443 26,814
15 30.1 50 56.7
1. 47M. 2. Billion Won. 3. =$1300Won

20,000
18,000
16,000
14,000
12,000
10,000
8,000
6,000
4,000

2,000

6/1999 12/1999 6/2000 12/2000
O Internet 6,981 10,860 15,750 19,040
] 0 576 1,557 3,870
:1,000
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-=ADSL/Cable Modem

ADSL
2.20%
4.00%
26.10% BKT
M Hanaro
[ Dreamline
67.70% [ Dacom
Cabl e Modem
2.40%
2.60%
2,80 O ThruNet
M Hanaro
[ Dreamline
83508 57.50% [ Dacom
W SKT
£ 5 Chungfiva Telecom Co., Ltd
April 11, 2001 <
-
o (unit:,000)

Il nternet

1999 2000 2001 2002

(household) 14,355| 14,695 15,036| 15,377
Internet 10,864| 19,002 24,954| 28,436
299 4,017 8,018/ 10,014

25 Chungtiva Teecon Co, Lig.

April 11, 2001
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— : 20
e KT, Hanaro, ThruNet, Dacom, Dreamline, ONSE...

 ADSL, Cable Modem, Lan, Satellite, BWLL

£ Chungfva Telecom Co,, Lid.

April 11, 2001
1996 1997 1998 1999 2000
YEAR
6,996,300 || 7,785,200 8,773,900 9,595,600 10,322,100

( 8064M USS)

181,900 79,700 258,300 383,300 1,010,100
( 789M US$)
116 130 155 202 224

( 0.175M USS$)

: million won
1US$=1280 won

£ Chunghina Telecom Co, Lig.

April 11, 2001
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: million won

,064M US$)

1US$=1280 won

<% Chungiwa Telecom Co., Ltd

KT 12200

1,020,000

> million won

1US$=1280 won 2000

<% Chungtiwa Telecom Co.,Ltd

25

89M US$)




: million won
1US$=1280 won

224

° 250 209
200
150 |
100 1

50

1996 1997 1998 1999 2000

70,000
° 60,000
50,000
40,000
30,000
20,000
10,000

1996 1997 1998 1999 2000

£ Chungfa Teecom Co, Lid.

April 11, 2001

Net profit ratio

£ Chungiiwa Telecom Co,, Lid.

April 11, 2001
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High Speed I nternet Subs

ADSL

1,322,531

Satellite internet

9,036

397,261
total subs 1,729,320
25 Chungliva Teecon Co, Lid.
April 11, 2001 =
2000
2000 1999 1998 1997 1996
24,384,821 24,464,163 | 24,454,984| 23,795,000(22,789,807
20,984,909 20,518,092 20,088,543 20,421,913 19,600,950
1,729,320] 13,617
KT 44.1 43.6 43.2 44.4 43
560,401] 518,915  460,563] 522,042| 568,849
45,280 12,647 5,384 4,204 291
KT Internet 48,819 19,493 14,679 9,731] 5129
46,005 48,990 56,887  59,753] 60,067

£ Chunghn Telecom Co, Lid.

April 11, 2001
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==2000

e 5/16 IDC

* 6/15 Hansol M.COM

o 7/2 144 16
e 12/15 IMT-2000

e 12/19

£ Chunghna Telecom Co, Lid.

16
April 11, 2001

== 1/3
¢ (Focusing on a profitable portfolio)
1. (profit-oriented management)
2. E-Business (smart E-Business | ncubation)
3. (Deploying workforcein
growth businesses, telephony 4000 Internet
wireless, 2001 2002 8000 )
4, 25%( I nter net
backbone )
5. (Expanding network infrastructure,
ADSL 2,200,000 line ATM )

£ Chungliva Teecon Co, Lid.

April 11, 2001 i
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0 (Going forward)

1. 3P (prevision( ), preconsideration( ),
and precedence( )
2. (Speed management), IT KM
ICIS
3. (Advancing Cor por ate Culture)--
4.
5. ( 59% )
£ Chunghna Telecom Co, Lid.
-= 3/3

1.H-2-H

2.
3

satisfaction)--

4.
5.

6.

£ Chunghn Telecom Co, Lid.

April 11, 2001

(Customer commitment--Satisfaction)

(Heart to Heart management)--

(Customer -fir st mindset)

(Customer -evaluated service and

29




Korea Telecom’s

ISP 1999.12 2001.3
KT | 1999/6 (ADSL) | 13,260 (4.4%) | 2,424,000 (47.6%)
Hanaro | 1999/4 (ADSL) | 82,450 (27.6%) | 1,281,000 (25.1%)
ThruNet | 1998/7 (Cable) | 130,130 (43.5%) | 900,000 (17.6%)
Etc 73,160 (24.5%) 481,000 (9.7%)
Total 299,000 5,086,000
<5 Chungliva Teecom Co, Lig.
K Te ’
orea ecom S

« KT ADSL

-won

INT$=38.7 won
10000won=258NT$

— Megapass ADSL
( ) 1P
ADSL-Lite 30,000Won(=NT 775 ) M ax 1.5M /256K
ADSL -Premium 40,000Won(=NT 1033 ) M ax 8M /600K
ADSL-HomeNet 50,000Won(=NT 1291 ) M ax 8M /600K
ADSL-MyIP 80,000Won(=NT 2067 ) | M ax 1.5M /384K
ADSL-M ultilP 180,000Won(=NT 4651 ) M ax 2M /512K
. (all type) 30, 000Won(=NTS$
‘Modem (all type):5,000Won/ Mo

<5 Chungliva Teecom Co, Lig.

April 11, 2001
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—Content

. (3 )

<5 Chungfiwa Teecon Co, Lid.

12

( Homewo

2/2
[
. Download
25 Chungtiwa Teecon Co, Lig.

April 11, 2001
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KT

C - 4000 I nternet
Wireless

. 30%

. DIY,

100
£ Chungtiva Teecon Co, Lid.

. Directo
Mr Choi , Deug Man Mana
Young- Soo : ,

. KT 141 (

104) ;
: KT :
KT

£ Chungha Telecom Co, Lid.

April 11, 2001
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