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From the Chairman

Since March 28" 1996, when
the first line of the Taipei Metro
system, the Muzha Line, was
opened, the Taipei Rapid Transit
Corporation (TRTC) has been
serving the community for over
a decade. In the past 10 years,
TRTC has continued to build on
the initial transportation network
in metropolitan Taipei, completing
the Danshui, Zhonghe, Xindian,
Bangiao, Nangang, Tucheng, and
Xiaonanmen lines. This completed
the foundation of the network as
well as lay out the main backbone
for the future. Centered on the Taipei
Metro System and reinforced by
the bus network, Taipei City is now
interwoven with a convenient public
transportation web, which brings the
residents of Taipei City into a larger
living space and pulls people closer
as traveling to Muzha, Danshui,
Zhonghe, Xindian, Nangang, and
Tucheng is no longer a difficult
journey.

Other than bringing safer
and more convenient public
transportation services to the city of
Taipei, TRTC takes a further step to
cultivate a new and lively lifestyle of
modern living. Through integration
of community resources, arts and
cultures, we initiated a series of
marketing activities that takes the
company beyond the stereotype
image of city transportation; that is,
we made the rapid transit system
more friendly and accessible to the
residents of Taipei. Nowadays,
people demand high-quality
living. TRTC makes the “One-Day
Living Circle” possible. Beyond
providing high-quality transportation
services, we make extra effort to

AtHRBBERLSER P
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integrate tourism resources and produce tourist information materials as well
as coordinating with the Taipei City Government to promote the Taipei Pass.
With which, the Taipei Metro System becomes not only a mode of transportation
but also an integration of tourism resources — visitors to Taipei are not only
transported around by the convenient Taipei Metro network but also treated to
a wide range of tourist spots and restaurant/hotel discounts. The new addition
of the Maokong Gondola, commissioned by the Taipei City Government and
managed as part of the Taipei Metro system, will surely attract more people to
the beautiful city of Taipei. The Taipei Rapid Transit Company is also the city’
s partner for knowledge and information. Taipei Metro is now a major mode of
transportation for commuting workers and students. To encourage reading, Taipei
Rapid Transit Company is planning to publish a Metro newspaper, which is
expected to become a major source of lifestyle information and news.

Looking into the next decade, the Taipei Metro System is expected to
expand to twice its current dimensions and transporting over 2.4 million persons
a day. As the arterial structure of the city expands, the metropolitan area of Taipei
will experience another revolution in the way space is utilized; the moving lines,
environment, culture, and business activities will all be shaped in a new manner
around this new transport network. From the aspect of public transportation,
the future Taipei Metro lines plus bus shuttles will weave the system into a
closely-knit network just like the veins branching out from the arteries, and
this convenient system will increase the residents’ willingness to use public
transportation. As the city moves faster, the city’s productivity will be higher and
the residents will have more time for recreational activities. From the aspect of
environmental protection, the convenient transportation network will lower the
rate of private vehicle use, which directly and indirectly solves the problems of
air and noise pollution. The prospect of Taipei as a green city awaits in the near
future.

The Taipei Metro network brings convenience to everyday living and
business activities in the city. High quality communities begin to develop along
the lines, and the residents along the lines form the stable
customer base for the Taipei Metro system. This is a win-
win situation, and the Taipei Rapid Transit Corporation
is dedicated to promoting quality living and community
development. “Taipei Metro is not only a system of rapid
transit” — we strive to become a provider for high quality
living in all senses, including food, clothing, housing,

transportation, education, and recreation.

Richard C.L. Chen
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From the President

Since the opening of the
Muzha Line, the Taipei Metro
system has been providing
comfortable transportation for
the Taipei Metropolitan area for
a decade. On May 31% 2006, the
second phase of the Banqgiao Line
and the Tucheng Line successively
joined the service of Taipei Metro
and TRTC’s services were officially
extended into the Banqiao and
Tucheng areas. These second-
phase projects are connected to
the original Taipei metropolitan
network to shorten the time of
commuting as well as improving
the traffic in the satellite cities
of Taipei. It is a giant step by the
Taipei Rapid Transit Corporation
(TRTC) to achieve its goal of
providing a network of convenient
transportation. Currently, there
are eight lines in the whole of the
Taipei Metro system, stretching
74.4 kilometers and linking 69
stations. An average of 1.1 million
persons use the Taipei Metro
system daily, and the passenger
volume has reached an accumulated
2.5 billion persons as of December
11" 2006. In a short period of eight
years since the passenger volume
broke the record of 100 million on
December 22" 1998, the passenger
volume of Taipei Metro has grown
25 fold. This indicates that the
Taipei Metro system has become
an indispensable part in the serious

matter of Taipei’s transportation.

RIKIBERLTER P
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Creative, proactive, and service-
oriented, for 10 years, TRTC has continued to improve the
quality of transportation and services, including the EasyCard system, the
Metro-Bus transit discount, in-tunnel communication, 24-hour customer
service centers, in-station wireless Internet, holiday bicycle transport, and
double-layer bicycle racks. For the protection of women and children, we set
up the nigh-time women waiting zones, washroom emergency alarms, and
diaper-changing tables at most stations and nursing rooms at the Danshui and
Taipei Main Stations to provide nursing mothers a private and undisturbed
space for baby care.

Furthermore, TRTC has also been making great efforts to improve
the safety of the Taipei Metro system. Installation of the Track Intrusion
Detection System has been completed at the Jiangzicui, Guandu, and Danshui
stations, and the rest of the 48 stations are expected to be equipped with this
system by 2008 . On December 1* 2006, the Platform Gates at the busiest
Taipei Main Station (Danshui and Nangang Lines) and Zhongxiao-Fuxing
Station were officially activated, which adds one more layer of protection to
prevent passengers and objects from falling onto the tracks. The Railway and
Transport Strategy Center (RTSC) of the Imperial College London sent a letter
to TRTC on September 18" 2006, indicating that the Taipei Metro system has
been consecutively rated as the most reliable system among the 25 Nova and
CoMET member countries since 2004. Taipei Metro not only meets the safety
and service standards of a world-class system; it now surpasses them.

Technologies are advancing and new lifestyles create a higher quality
of life. Passengers of the Taipei Metro system are demanding better services.
TRTC will learn from the experiences of others and continue to improve our
services. The Passenger Satisfaction Survey conducted at the end of 2006
shows that 91.6% of Taipei Metro users are satisfied with the services.

Looking into the future, TRTC will continue to be proactive and creative,
as demanded by the traditions of TRTC, and we will dedicate ourselves to
making the Taipei Metro system a better and safer system. We believe that
Taipei Metro will become a first class system in the world as TRTC continues

to strive for better and higher performance.

Huel-Sheng Tsay
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1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

03.28
BEREAEBRTEEBREERGK —AMR
BEH SEMARENEWRRENI0LOAE
L2fasEys » WHIRBERI4EREE
BREH -

The first medium capacity auto-pilot Taipei
Metro line, the Muzha Line, which runs
through 10.5 kilometers and 12 stations,
began a four-week free test-ride.

08.05

HHE B IR RIS E & ARIHEES) o
A lottery activity was held to celebrate the
record-breaking 5 million passengers.

11.15

BifiEENEERERES -

The one-way transit discount scheme
commenced.

12.04
BMAMSRRHEEEITEARES -
An activity was held to celebrate the
breaking of 10 million passengers on the
Muzha Line.

03.28

BREESRERR —AKE CAKIE
—flug) BE - BEREEM21.2A
8 BuhBUg 19wk -

The first high capacity Taipei Metro line,
the Danshui Line (Danshui to Zhongshan,

, began operated, which increased 21.2
kilometers and 19 stations.

03.28

BEOURKAIRE - feitiiBe Bk
A two-week free test-ride was held in
celebration of the opening of the Danshui
Line.

05.19

IERE T ABRREERDERA
AREEEGE, -

The Legislative Yuan passed the “Public
Mass Transit Corporation Administration
Ordinance”.

12.25
BITEE—HE-
Issuing of Taipei Metro One-day Pass.

12.25

HoKimEE =L B - SERREN
BUAEUE N A32.4/A B K323 ©

The Danshui Line was opened to Taipei
Main Station, which increased the total
length of the Taipei Metro system to 32.4
kilometers and 32 stations.

03.14
AMEREEEEITEARENES ©
Celebration of 30 million passengers on the
Muzha Line.

05.02

BARE "THEEEL RBEE—L MW
REBERT M "= EE > R
1 RFER o
“Taipei Metro, First Class in the World”
goal realized based on the motto of
“Customer First, Quality First”.

06.01

LIERFRE 22300 ER F 2365 ©
Extended operation hours from 22:30 to
23:00 daily.

07.20

AR T IRFIEEARTS 4 BIBISO 9002
HEE  AABEANE —SRBRE AL
EWRZE -

Certified by ISO 9002 for Muzha Line’s
Passenger Transportation Services.

12.22

REEEER—RAK °

Accumulated volume reached 100 million
persons.

12.24

AR NS RIERBE » @ERRE
KB uh I N A 40.3/A B K 3934 o

The north section of the Xindian and
Zhonghe Lines began operation, which
increased the total length of the Taipei
Metro system to 40.3 kilometers and 39
stations.

04.01

BHLAARERE REREESR -
Set up the nighttime waiting zone for
women.

06.17

BREA R =L EE R R -

The first drinking fountain was set up at
Taipei Main Station.

10.18

BERREEERANE - HA0KRR -
Shuttle buses commenced operation — 49
lines in total.

11.11

FERDRBE  SERRENEILHE
KRN 48. TN Fe 4Tl o

The complete Xindian Line began
operation, which increased the total length
of the Taipei Metro system to 48.7
kilometers and 47 stations.

12.13

R RBRE - AEFIRX
BEERDE BTREIRTHERE
P BRF R TR S 2 1R R 23R R B ERUA
B -

To solve the noise problem of the Xinbeitou
Line, the trains were rescheduled to run
from 07:00 to 21:00. The hours between
06:00 to 07:00 and 21:00 to 23:00 were
serviced by free shuttle buses.

12.24

B (BEILSFu—FEPIu ) KEBR
(FAPFuh—ThBUT S, ) B8 §ERK
FE N Bt BRI 56.4/A B K 561

The Bangiao (Longshan Temple to Ximen)
and Nangang (Ximen to City Hall) Lines

began operation, which increased the total
length of the Taipei Metro lines to 56.4

kilometers and 56 stations.

01.01

RABEEENT  AIFRREER
s WEAREBTEFEBH -

The system maintained continuous
operation for 43 hours, which broke the
record for the longest consecutive operation
hours, to ease the crowd attending the

Millennium New Year Eve activities.

03.06

HERERY "2UERBRRIRODER
/NI

TRTC invested in the founding of the Taipei
Smart Card Corporation.

08.31

B (BEILSFuE—#rihuh ) B/\EPI
MBE BEMRRENEWHEEING
61.9RNE 5914 -

The Bangiao (Longshan Temple to Xinpu)
and Xiaonanmen lines began operation,
which increased the total length of Taipei
Metro lines to 61.9 kilometers and 59
stations.

12.16

EHESBBRABAR -

Passenger volume broke one million in a
single day.

12.22
EREEERE+ R -
Operations extended to midnight 12:00.

12.30

BEBR (MBTH—RBu ) 28%
 BERRENEILBIEMNAE5.1AE

Keo2uk

The complete Nangang Line began
operation, which increased the total length
of the Taipei Metro lines to 65.1 kilometers
and 62 stations.

01.04

FHREEERBABAR °

The accumulated passenger volume broke
500 million.

03.28

HHE B E BB AT R o
Celebrations of Taipei Metro’s Fifth
Anniversary.

05.25

BESRERM IRFEERE L BB
ISO 90025&FF °

Certified by ISO 9002 for High-Capacity
“Passenger

Taipei  Metro  System

Transportation Services”.

09.17

AR ELBCK - BEBRM 16EEY
BB A EESTIEROEK - B
iz IHEE -

Typhoon Nari caused flooding in 16
stations, the Nangang depot, and the
high-capacity control center. Part of the
system suspended operation.

02.07

BAABFEEBFRACIS) - LT
Metro Taipei ; {ERZHIRIE M -
Initiated the new CIS system; the Taipei
Metro system was officially marketed under
the brand name of Metro Taipei.

03.07

2EMEAE RN F B KT Rz 2 E R AR
PSEN

Completely restored the Taipei Metro lines
and stations damaged by Typhoon Nari.

04.25

HHE T2002F 2L EREERES , -
2002 World Metro Symposium and
Exhibition, Taipei.

04.29

RIFANCGSMITEN BEDAR G

GSM mobile phone system was officially
activated.

06.12
MgdsF£, £ e
EasyCard was officially launched.

07.14

I SR PO R A -
Beitou Depot Training and Recreation
Center officially opened to the public.

08.27

TEN R BRI ABRIRE & NERAH ©
Passenger information systems at all station
lobbies were officially activated.

05.11

AEBRE M TISEEREF (SARS) &
B BRI TARBOSAERREE ) B
RERZEN

Implemented “wear a mask on Taipei
Metro” during SARS.

10.06
HEEENEITRRRFmMER &%
& TR EISEERE), -

Won the “City Quality (Overall)” Award at
the fifth Public Service Awards hosted by
the Executive Yuan.

11.01

BB AR EREREERENR -
Implemented the two-way transit discount
scheme.

12.19
St E SIS B EER -

Completed the linking underpass between

Taipei Main Station and Taipei Caser Hotel.

04.23

TREEELERK "I ERTEMER
R, o

Completed the Passenger Information
System at all high-capacity lines.

05.28

R E TR FRER AT -

Reinvested and founded Metro Consulting
Service Ltd.

07.29

MEB AR R HBAFEEZE24NRE
R OFRERNERIESR
Celebration of TRTC’s 10™ anniversary and
opening of the 24-hour customer service
center.

09.29

NEBERRTELEE (LRE—/NEE
) BERRENEIRBUIEINAET.0
NEB 63k

The Xiaobitan Line (Qizhang to Xiaobitan)
began operation, which increased the total
length of the Taipei Metro to 67.0
kilometers and 63 stations.

11.10

SEREE B8 Bk B K ¥ SOGOR &
Completed the linking pass between
Zhongxiao-Fuxing Station and SOGO
Department Store.

12.23

IR AR B B 2 B B e R E B
A

Launched the first double-decker bicycle
racks at Beitou Station (Danshui Line).

04.01
RENANBEEREREBRFRE 2/
FRF DR/ 1/NBRF

The two-way transit discount was reduced
from two hours to one hour.

04.20

223 T 2005FNova Bl R R 2 E7/E
“=r o
= J

Hosted the 2005 Nova International
Railway Confederation-the Seventh Annual
Conference.

07.15

BRET TRE-—ARKEFR, -
Began issuing the Taipei Metro One-Day.
Easy Card Pass

07.21

Novals F= 83 18 B & W = B ALRTSCARIZ B
H o 2 EERS2004FENovak
CoMETFIB25E& B R M T » AISEE %
FE—

RTSC  (secretariat unit of Nova
International Railway Federation) sent a
letter to TRTC, notifying that the Taipei
Metro system has been consecutively rated
as the most reliable system among the 25
Nova and CoMET member countries in
2004.

08.02
TRREERMERTIARIRESE -

The Taipei Metro wireless Internet system
was officially completed.

08.16

EERBEREMW 20 AR » 8.1350 7KL
BT TESTEW20E BEMHAE
ERUEE -

Hosted the “City of Health and Energy”
activity on August 13" at Danshui Station in
celebration of 2 billion accumulated
passenger volume.

03.08

BERM EEBIAENE R ERA
The first nursing room at the Muzha Zoo
Station was officially opened.

03.28

ERPHEEEIE M 10BERTEE
Hosted the Taipei Metro Operation Tenth
Anniversary celebration activities.

05.31

IRIB AR L 2PE B N AR R EE (T Hfuh
—KEu)  BERKRERBEHEIEM
R T44NEB R 69uh

Second phase Bangiao Line and Tucheng
Line (Xinpu to Yongning station) began
operation, which increased the total length
of the Taipei Metro lines to 74.4 kilometers
and 69 stations.

07.22
FAEMA B EN IR RTINS
B AR EARETE -

The new-type tri-section carriages began
operation on the Xinbeitou and Xiaobitan
lines.

09.18

Noval F= 83 1% B & A = BB LR TSCARIZ 8
A - ZILEEE 20059 ENova X CoMET25
EEERSAT  AISEEEREE— -
RTSC  (secretariat unit of Nova
International Railway Federation) sent a
letter to TRTC, notifying that the Taipei

Metro system has been consecutively rated
as the most reliable system among the 25
Nova and CoMET member countries in
2005.

09.30

RERME=NRITHER (3G) RFBLE
Third Generation mobile phone services
were officially launched at the Taipei Metro
network.

11.30

BTz " RERIESAENTRE
RE L 0 TSI TR  BEL
IS NI T

Installation of the first-phase self-developed
Track Intrusion Detection System was
completed at the Jiangzicui, Guandu, and
Danshui stations.

12.01

"R&EP (2dbEuE REBEERY) -
B8 5 i R FR BB A8 B Y 8B ZR A 258 AR
EYUES -
Celebration for completion of the platform
gates  (Taipei Main  Station  and
Zhongxiao-Fuxing Station) and insulation
walls and 2.5 billion accumulated passenger
volume.

12.11

RIFBEE R 25BAR °

Broke 2.5 billion accumulated passenger
volume.

12.31

ELREEEE  BRIERESH AR
157E6,36 1A °

Broke the record for one-day passenger
volume 1,576,361 passengers were

transported for New Year Eve activities
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Structure of Capital and

BEAZREAG R G Shareholding
EZILHGEAFR1994F7H29H HZALTH BT ~ 2EAEUT - Z240RRE Taipei Rapid Transit Co. Structure of Shareholding -
T~ FEARAE ~ AIURT - ZBIRTT AT L A Es STk - B (TRTC) was officially formed on 2006
BA R T 1 100(8TT + 53 Fs 10fER » SRRIEAE10TT « BROLIS B I E A RE 29 July 29" 1994 through investments
23, 730BE 7T » 1995455 — R B SR IS E T R 25 (T » BAEZEZESOEIT » 1998456 of seven companies/organizations Name of Shareholder Total Investment (NT$) | Percentage %
. . P - . - — Taipei City G t, Tai
SRS AR R(T - EAAEETORIT » 20014F K 20024F 55 RIS R pin apet ‘1 YG overnment, fatwan Taipei City Government 6.898.247,860 73.75%
_ e R s Provincial Government, Taipei — -

20{&1, 60085 7T} 3(&3, 8108 7T - B 20064 K 11 » B INE ALEREGH R H 20 P Ministry of Transportation and 1,603,560,000 17.14%
- e County Government, Tang Eng Communications OV :
93{gi5,41087C - Iron Works Co., Ltd., Taipei Bank, Taipei County Government 818,483,750 8.75%

Chiao Tung Bank, and Farmers’ Tang Eng Iron Works Co., Ltd. 33,407,500
@EEWEK@E Bank, with a registered capital of Mega Bank Corporation 133.630
Actual Raised Capital by Year NT$10 billion and issuance of 1 0.36%
e — Tai ive Bank 1
Eﬁig‘; ) billion shares (face value NT$10 aiwan Cooperative Ban 33,630
10,000 T s3T5 53 0 per share). A total of NT$2.93730 Taipei Fubon Bank Corporation 133,630
9,000 billion was raised at founding, and Total 9,354,100,000 100%
8,000 7,000 7,000 7,000 an additional NT$5 billion was
7,000 added from the first shareholder
6,000 - =
recapitalization in 1995. The BAAEIEE
5,000 Capital Structure
4,000 second shareholder recapitalization
3,000 was held in 1998, which raised
2,000 NT$7 billion, and, in 2001 and 73,75 ,,
1,000 2002, a sum of NT$2.016 billion 197 Taipei City Government
0

and NT$0.3381 billion from the

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 . .
#(Year) surplus was reinvested into the

—— 17.14 o, T8

Ministry of Transportation
and Communications

company. As of the end of 2006,
a sum of NT$ 9.35410 billion has

been capitalized.

2006 FERE R FEMBAN TR -

B — ., EltRREUS

E& % % fg %@Tﬁﬁﬁgﬂ (TE) H ﬁ} g 875 % 'I%ipei Coujnty Government
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Board of Directors (Dec. 31 2006 current)
Chairman Richard C.L. Chen

Managing Directors

Directors

Managing Supervisors

Supervisors

William W.Z Chen
Chai-Lai Chen
Wu-Cheng Chen
Hsi-Tung Yang

Cho-Chiun Wang
Yu-Wen Wang
Fong-Sheng Wu
Ming-Huey Li

Rui-Ting Weng
Chi-Te Chang
Ching-Hsiu Chen
Chin-Tsai Chen
Jeng-Tong Chen
Huel-Sheng Tsay
Kao-Tsan Chen

Chia-Chih Wu

Yung-Chen Li
Min-Chin Teng
Yu-Nan Zhong

(Deputy Mayor, Taipei County Government)
(Professor, Cheng Kung University)
(Dean, School of Management, Chung Hua University)

(Deputy Director, Department of Post and Telecommunications, Ministry of Transportation
and Communications)

(Commissioner, Taipei City Police Department)
(Director, Taipei Rapid Transit Corporation Union)
(Chairman, Tang Eng Iron Works Co., Ltd.)

(Executive Secretary, Committee of Administrative Laws & Regulations, Ministry of
Transportation and Communications)

(Deputy Chairperson, also enacting as the Chairperson, RDEC, Taipei City Government)
(Commissioner, Department of Rapid Transit Systems)

(Chairperson, Committee of Administrative Laws & Regulations, Taipei City Government)
(CEO, Nam Chow Group)

(Deputy Commissioner, Department of Transportation and Communications)

(President, Taipei Rapid Transit Corporation)

(Deputy Director, Department of Budget, Accounting and Statistics, Taipei City
Government)

(Expert Committee, Department of Statistics, Ministry of Transportation and
Communications)

(Chief Secretary, Department of Finance, Taipei City Government)
(Chief Secretary, Taipei County Government)

(Director, Personnel Office, Taipei City Government)
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Supewisors
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Board of Director
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Chairman
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Chief Secretary
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Total 16 units: 10 Departments, 5 Offices, 1 Division (2006)
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Personnel

Since the founding of the Company, the number of employees has been increasing to
meet the needs for network expansion. On March 28" 1996, when the Muzha Line began
operation, the total number of employees was 1,150 persons. In 1997, when the first high-
capacity line, the Danshui Line, began operation, the number of employees increased
to 1,414, and up to year 2000, when the initial network was completed, the number of employees
increased to 2,765 persons. As the second phase Bangiao and Tucheng Lines began operation, the count of employees

grew to 3,356 persons.

BFEETH
No. of employees by years

A
(Persons)
4,000

3,500
3,000
2,500
2,000
1,500
1,000

3,018 3,050 3,066 3,118 3,356

2,978

2,765

500

0

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
ZF (Year)

TRTC’s Employees (as of

December 31% 2006)

1. Total employee count: 3,356 persons

2. Employee count by gender: male
2,811, female 545 persons

3. Average employee age: 33.8 years

4. Employee education: PhD - 3,
Master - 320, Bachelor - 1,293,
Associate - 1,271, High School -
458, Junior High School - 11.
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No. of stations and operation length by year
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On March 28" 1996, the
Muzha Line began operation.
Opening of the first Taipei
Metro line marked a milestone
in the development of the
public transportation system of
metropolitan Taipei. On December
25" 1997, the first high capacity
transit system, the Danshui Line,
began operation, and, successively,
the Zhonghe, Xindian, and Banqiao

lines were soon completed. On
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4

Route Map
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The Opening of the Double-Cross Transportation Network
Commemorative Ticket
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December 30" 2000, the full Nangang Line
was opened to the public, which completes the
initial network of the Taipei Metro System.
Total operations, at that time, stretched over
65.1km and 62 stations.

After five and half years of operation, the second phase Banqgiao and
Tucheng Lines where officially incorporated into the Taipei Metro network
on May 31" 2006 (during which time, the Xiaobitan Line was completed,
which services 1.9km with one station). At this point, the Taipei Metro System
had eight lines (Muzha, Danshui, Xindian, Zhonghe, Nangang, Xiaonanmen,
Bangiao, and Tucheng lines), serving 74.4km (milestones marked as 76.6km)
with 69 stations (including the two main transit stations of Taipei Main Station

and Zhongxiao-Fuxing Station).
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Average daily passenger volume by year
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Main Business

Since the Muzha Line
began operation in 1996, the
daily passenger volume has been
growing. At the time, the average
daily passenger volume was around
40 thousand, but after the first high-
capacity line, Danshui Line, began
operation, the passenger volume
surged to around 100 thousand.
In 2000, when the initial Taipei
Metro network was completed, the
daily passenger volume once again
grew to around 730 thousand. The
year of 2003 was affected by the
SARS epidemic; during which
time, the passenger volume shrank
slightly to 860 thousand daily.
The opening of the second phase
Banqiao and Tucheng Lines on
May 31%2006 marked a new height
of 1.05 million passengers per day
transported by the Taipei Metro
System.

TIEFHSER P

Year Two Thousand Commemorative Ticket
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In the whole of 2006, a total of

383.940 million passengers took place, which comes

to an average of 1.051911 million passengers per day, which registers
an increase of 63,610 passengers (or 6.44%), compared to 2006 (988,301
passengers). On the part of the high-capacity lines (Danshui, Zhonghe,
Xindian, Nangang, Banqgiao, Tucheng, and Xiaonanmen lines), the annual
passenger volume was around 352.380 million, which averages to 965,000
passengers per day. On the part of the mid-capacity lines (Muzha Line) the
total annual passenger volume was registered at 31.56 million, which averages

to 86,000 passengers per day.
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In the area of service quality,
the headway between trains during
peak and non-peak hours has been
steadily shortened since Taipei
Metro began operation, except in
2001 during Typhoon Nari and the
restoration period. This indicated
that the Taipei Metro System has
been maintaining a certain level
of service quality. In 2006, the
gap-time between trains for the

mid/high capacity lines during

1,000TiREER P
NT$1,000 of Store-valued Ticket

2%1THEA : 2000.02.20

peak hours averaged at 2 minutes 50

seconds/4 minutes 56 seconds and

4 minutes 57 seconds/5 minutes

46 seconds during non-peak hours. Both sets of average

values fall inside of the target range (mid capacity peak hours 2-4 minutes,
non-peak 4-7 minutes; high capacity peak hours 3-7 minutes, non-peak 5-10
minutes).

To provide better services to high passenger volume areas during peak
hours (including Nangang Line Taipei Main Station to Zhongxiao-Fuxing and
Zhonghe Line Dingxi to Shilin), shifts of the Banqgiao, Nangang, and Tucheng
lines have been increased from 3 trains 5 runs to 5 trains 10 runs since the
Tucheng Line began operation on May 31* 2006. The Zhonghe line has also
been rescheduled from two extra runs to 5 extra runs since October. Since
the new shifts were implemented, the crowd density for high-capacity lines
during peak hours has been effectively decreased from 4.85 to 3.96 persons
per square meter. The crowd during rush hours has been efficiently improved.
Furthermore, to service night-time travelers, the headway after 23:00 has been
shortened from 15 to 12 minutes, as of October 2™ 2006.

As for the rate of punctuality, the system has achieved 95% of the target
value every year, with the exception of 1997, the initial stage of operation
on high-capacity lines. TRTC continued to maintain the stability of the
system and conducted regular drills and trainings to shorten the response
time during emergencies. TRTC’s effort has effectively achieved a high level
of punctuality. In mid-2006, the high-capacity lines achieved 99.78% and
99.84% of the target ranges.
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Average headway during peak hours by year
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Average headway during non-peak hours by year
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No. of station shops and shops in the underground shopping malls by year
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Affiliated Businesses

Other than transportation,
Taipei Metro also has several
affiliated businesses such
advertising, parking, shops, and
underground shopping malls. TRTC
makes maximum profits through
the affiliated businesses to provide
Taipei Metro passengers a range of

diversified and convenient services.

Station shops and
underground shopping
malls

TRTC has been operating
station stores since the opening
of the Muzha Line in 1996.
These shops have affectively
provided the passengers a wide

range of convenient services from

No. of Station Shops in 2006
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refreshment needs (convenience
stores), information and communication services,
pharmacy, music, fashion and accessories, and books, food and beverages.
At the end of year 2000 when the initial Taipei Metro network began
operation, the underground shopping malls were simultaneously opened
(the Metro Mall, Ximen Mall, Zhongshan Mall, and East Mall). Other than
serving the practical functions of providing for people’s everyday needs,
the underground malls were run in the organizational format of department
stores to provide Taipei residents a comfortable choice for shopping. For
administrative needs, in 2005, the Metro Mall was handed over to the
management of the Market Administration Department of the Taipei City
Government, and the Ximen Mall has also been transferred for use of the city
administration. Currently, TRTC is managing the Zhongshan and East Malls.
Up to end of 2006, there were 97 shops in the whole network and 116
shops in the underground malls. Among which, the Zhongshan Mall was
reorganized into a book mall featuring specialty book shops. These shops were

opened on August 18" 2006 selling high quality and creative publications.

Line Danshui Xindian

Xiaonanmen Zhonghe Nangang Bangiao Tucheng Muzha Total

No. of Shops 36 14

1 4 19 6 5 12 97

Note: the numbers include the Beitou Tourist Information Center, Danshui Employment Service Center, Ximen Tourist Information Center, and Xindian Tourist

Information Center.

No. and Dimension of Underground Shopping Malls in 2006

Zhongshan Metro Mall East Metro Mall Total
No. of Shops (Unit) 81 35 116
Dimension (m?) 4,578 3,705 8,283
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Advertisements

Taipei Metro advertisements
have been developed from the
initial light boxes and printed
posters to windows, banners,
3-D installations, and cylinder
light boxes. From 2001, Taipei
Metro began to provide ticket
advertisements, tram-body
paintings, and other forms of
advertisements. To meet the demand
of the new advertisement media,
TRTC brought in LED TV walls
and PDP TV sets for electronic
video media. The new media not
only gave the Taipei Metro stations
a new modern look, but also
brought station advertisement into
the electronic age.

As of February 11" 2005, 270
PDP TVs had been successively
installed on Taipei Metro platforms.
Since then, these TV sets began to
serve as information displays for
train info, date, and time, as well as
commercial promotions. Each day,
15% of the air time is dedicated to
announcements and promotions
of city affairs and activities. Up
to the end of 2006, a total of 319
promotional films for city affairs

and public welfare had been aired

KM AEEEEAAEE )
The 5" Anniversary of Muzha Line Inauguration
Commemorative Ticket
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through these TV stations. They not
only enrich the lives of city residents

but also save a huge cost for the city.

Transit Parking

To encourage the city residents to use public transportation, TRTC
integrated the EasyCard system into the Taipei Metro ticketing system and
parking payment system. All transit car parks along the Taipei Metro lines are
equipped with Easy Card access system beginning from 2004, and on January
1* 2006, the EasyCard Only and 24-hour Parking schemes were implemented.
By using the EasyCard, each car now takes an average of 5 seconds to exit the
car parks, whereas it used to take around 30 seconds for a car to pass. There
are also discount schemes to encourage park’n ride for car/motorcycle users
(car hourly parking — discount NT$5/hour, car per-entry parking — discount
NT$10, motorcycle per-entry parking — discount NT$ 5).

To service park’n ride passengers as well as increase the company’s
income, up to end of 2006, a total of 18 car parks, 3,153 fee-paying parking
lots, and 8,711 motorcycle lots (including 1,300 fee-paying motorcycle lots)

have been set up.

Number of Parking Lots
Line . . . i
No Danshui Xindian Zhonghe | Bangiao | Nangang Muzha | Xiaonanmen | Tucheng Total
Car 1,451 457 299 0 135 540 0 271 3,153
Motorcycles 4,425 609 767 759 501 290 0 1,360 8,711




BAFEUNSZ AR5

2006 F-#8 L A Ry 100{58 T R TT
BLIRE A IBBOT B ERTT S B S SMIK
AME2TEERTT 5 BRI AEIEEE
AB3{E6T EERIT R H M S A 14(59
T-EERTT © 2006585 H R 906 T HER
T > BEEREATOEAT HEER T &
BRHEITEEBRITERINERIT &
BRTT o M AR S H % - 20064E757
AL 1082 TER BT - MR AR T
(EOTHERTT -

EHUA

A EgmRA > BEEFER K
& EHEINAESS - 199645 —
R PR RGEE - EREAEERTT - 1997
FE—REER RIS E - E
WA IS EI(FERTT - 20004 W) R #E 5
B - EERHAZRBO1{ETT 5 20034 A=
SARSHMER R » SHEEI A F69(E
BRIT > BRAT—ET2{E - A 2{EERTTIN -
PEEEEEI A FFERE > £20064FE
S A N ZE83 (56, 8T3EERTT -

FEFEHWA
Fare revenues by year
BETT
NT$ (Million) 6368
10,000 7,615 7,789 ’
7,200 6,977 s s
8,000 e 6,521
6,000
4,000
2,000
0
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
% (Year)
Hih&RUA

PEEH A SN - FERSHE IS - IS ~ M T EREREBAE: © & &5 A R A e i R
AN FEMmEE S A AT - SENEIRAREES - 20005 HALE WA Ty 14089, 2515
gt > EEWAHHESES « M - IEE - F5E - St - AEBICRER

SERUIRES ~ BONFERISE -

The Finances

Total revenue for 2006 was
NT$ 10.080 billion, including the
operating revenues at NT$9.86
billion and non-operating income
at NT$0.22 billion. Operating
revenues include fare revenues
NT$8.36 billion and other operating
revenues NT$1.49 billion. The total
expenditure of 2006 is registered
as NT$9.06 billion, including
NT$7.04 billion of operating costs,
NT$1.99 billion of other operating
expenses, and NT$0.03 billion
of non-operating expenses. The
total revenue minus the total cost
comes to a before-tax net profit of
NT$1.02 billion (NT$0.79 billion

after-tax).

Fare Revenues

Fare revenues has been on a
steady increase over the years. The
first mid-capacity line opened in
1996 and brought NT$200 million
of revenue to the company. In

1997, the first high-capacity line,
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Danshui Line, began operation, which increased

the fare revenue to NT$900 million. In year

2000, the initial network began operation, the

revenue surged to NT$6.1 billion. However, in

2003, the SARS epidemic caused the revenue to decline

by NT$0.2 billion, registering only NT$6.9 billion in this year, as compared
to the revenue of the previous year (NT$7.2 billion). Other than 2003, all
other years have seen steady growth. By 2006, the annual income from fare

revenues have increased to NT$8.36873 billion.

Other operating revenues

Other operating revenues has also been on a steady increase as shops,
underground malls, and advertisements have been bringing steady income.
TRTC has also been actively developing other sources of income and the
number has also been growing steadily. The total other operating revenues
reported for 2006 comes to a total of NT$1.49251 billion, including
income from advertisements, underground shopping malls, shops, car park,
facility rentals, IC card ticket agency fees, financial services, and technical
consultation services.

In the total revenue from other operations, a total of NT$1.19 billion
comes from affiliated businesses (advertisements, underground shopping
malls, shop, and car parks), accounting for 80% of the total income from other
operations and 12% of the overall income. Income from affiliated businesses
include NT$0.76 billion from advertisements, NT$0.14 billion from shop
rentals, NT$0.12 billion from shopping mall rentals, and NT$0.14 billion from

the car park business.
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Rental Expenditure

The Taipei Metro System is
operated under a lease contract
from the Taipei City Government.
According to article 15 of the
Public Rapid Transit Corporation

Management Ordnance, properties
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of the involved properties and facilities and
reinstallation of system equipments. TRTC
leased each of the routs at a price of NT$1
per annum from Taipei City Government
in the first five years. From the sixth year,

TRTC renegotiated the “Taipei Metropolitan Rapid Transit

used by the MRTC for which

ownership belongs to the

System Property Lease Contract” with Taipei City Government, and the lease
period now extends from March 28" 2001 to December 31* 2011. TRTC is

responsible for maintenance and management of the related properties and
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government are to be provided to

the Corporation on lease. However, reinstallation of system equipments. Fees for the property lease are calculated

after the initial five years, if based on 4% of the contributed fund for asset renewal and operational

“
A

sections of the initial network

revenues, and the rates may be renegotiated upon agreement every two years.
In 2006, TRTC made a payment of NT$2.417 billion and the whole of the sum
is transferred directly into the “Taipei City Metropolitan Rapid Transit System

N

IETT ° have not been completed, the said
property may be provided for use
without further compensation. Fixed Asset Renewal Fund”. This fund is specially prepared for system and

The Rapid Transit Corporation asset renewal of the Taipei Metro System, and the payments has accumulated

to over NT$13.9 billion as of the end of 2006.
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Expenditures for Transit Discounts
The Taipei Metro-Bus Transit Discount scheme was implemented on November 15" 1996. At the initial stage,

discounts were offered in the form of transit vouchers and only one-way discounts were offered. The discounts began

rate hike, the discount was raised to NT$10 in 1997. From July 1st 1999, installation of the store-value pass system was
reaching completion; transit discounts were then integrated into the store-value card system; with which, passengers are
eligible for a higher discount of NT$15 within two hours (that is, one-way free).

On June 12" 2002, the EasyCard ticket system was officially launched, passengers are now enabled to take a

combination of Taipei Metro and bus rides with one single pass. The transit discount now comes in yet another form
— since the Easy Card can be used on Taipei Metro as well as buses, TRTC began to offer Taipei Metro-transfer-
Bus discounts; passengers using a combination of transportation modes get one section of bus ride for free (NT$15).
From November 1st 2003, the transit discount became even better designed. With the aim of promoting use of public
transportation, the scope of discount was expanded (added in bus-to-Taipei Metro) to include two-way discounts. This
scheme was implemented by giving EasyCard holders a NT$8 discount for each journey traveled on either Taipei
Metro or Buses during the effective period (the period was changed from two hours to one hour on April 1st
2005). Student discount EasyCard holders are given NT$6 per ride, and senior, disabled, and disabled-escort

cardholders are given NT$4 discount per ride. After the two-way discount scheme was implemented,
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Note: Two-way transit discount scheme was launched on November 1™ 2003.
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After-tax net profit per year
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the rate of using the Taipei Metro-
Bus transit system surged from
170 thousand persons daily to
358 thousand persons daily by
the end of 2006, and the rate of
using public transportation hiked
from 35.1% in 2002 to 45.8% in
2006. This indicates that the Taipei
Metro-Bus two way discount
scheme and relevant traffic policies
of Taipei City Government are
effective in encouraging use of

public transportation.
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At the initial stage, the transit discount scheme was funded by the
Air Pollution Subsidy provided by the Department of Transportation and
Communications of Taipei City Government. From year 2001, the transit
discounts became co-funded by the Department of Transportation and
Communications and TRTC (TRTC was responsible for NT$ 300 million).
However, in 2002, the Taipei City Council voted to transfer the sole
responsibility to TRTC. Therefore, TRTC spent NT$300 million in 2001,
NT$740 million in 2002, NT$860 million in 2003, NT$851 million in 2004,
NT$859 million in 2005, and NT$886 million in 2006. Up to 2006, TRTC

has paid a sum of NT$4.5 billion for the transit discount scheme.

Surplus

In 1996, when the Taipei Metro System had just begun operation, TRTC
made a loss. However, from 1998, the company began to make profits. In
2000, the after-tax net profit comes to a total of NT$2.59826 billion. However,
from 2001, the new lease was enforced and TRTC began to pay for the transit
discounts. Therefore, the after-tax net profit of the year dropped to NT$375.03
million. Despite the company’s effort in resource conservation, the SARS
epidemic in 2003 affected the profit. The profit of 2003 dropped to NT$361.36
million. From 2002 to 2006, TRTC has steadily maintained after-tax profits in
between NT$600 to NT$800 million (2006 after-tax net profit NT$796.46

million).
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Creating a safe, comfortable,
and convenient traveling environment
has always been the goal of Taipei
Rapid Transit Corporation (TRTC).
We have proactively improved
and reinforced the current facilities
to provide our passengers with a
caring, reliable, and safe mode of

transportation.

System Safety

Providing services at higher
quality and creating a safe traveling
environment has been the goal
of TRTC. Therefore, in addition
to the regular maintenance work
and vehicle repair, TRTC pushed
forward the Incident Reduction
program, which tracks each
accident to seek ways of making
improvements, holds drills and
simulations for emergency rescue,
and implements employee trainings

for emergency responses.

2002 FEtEFEEEE I CER (M) »
2002 World Metro Symposium & Exhibition, Taipei
Commemorative Ticket (NEW YORK)

21THEA : 2002.04.25

Higher System Reliability

To prevent delays, TRTC launched the “Zero
Liability Incident” program in November 2003. In the same year, the
number of incidents dropped noticably. In 2004, TRTC took a further step to
implement the “Halving Service Incidents” program, and, in the same year,
only 34 delays over 5 minutes occurred, which marks a drop by 59% (49
counts) compared to 2003 (83). The goal was successfully reached in this year.
In 2005, this program was implemented again, and the goal was reconfigured
to achieve an incident count under 30. This year, only 29 such incidents
occurred, and the goal was again successfully achieved.

In 2006, new service routes (second phase Bangiao and Tucheng Lines)
and new vehicles (371 EMUs) were added to TRTC’s services. Expecting
that the initial stage operation often has lower stability, TRTC continues to
push forward the “Service Delay Management Plan” and configured the goal
of achieving an average unit kilometers per incident (delay over 5 minutes)
at 1.5 million. Through the effort of all staff at TRTC, only 35 delays over 5
minutes occurred in the whole of the system in 2006 (7 uncontrollable and
28 controllable). Looking at this data, the average unit kilometer per incident
(delay over 5 minutes) was 1.752 million unit kilometers, an improvement on
the preconfigured 1.5 million unit kilometers.

In September 2006, TRTC received a letter from RTSC (Imperial
College, London), which conveys that the Taipei Metro System has been
consecutively rated as the most reliable system among the 25 Nova and
CoMET member countries in 2004 and 2005. TRTC is once again recognized

for quality services.
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In 2006, new service routes (second phase Bangiao and Tucheng Lines) and new vehicles (371 EMU) were
added to TRTC’s services. Lower stability was expected.
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In 2006, new service routes (second phase Bangiao and Tucheng Lines) and new vehicles (371 EMU) joined
TRTC’s services. Lower stability was expected.
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Comparison of TRTC's car-km between two incidents to Nova and COMET Member Countries (2005)
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Nova includes 13 systems — Glasgow, Kowloon-Guangzhou Railway, Lisbon, Montreal, New Castle,
Naples, Singapore, Taipei, Buenos Aires, Toronto, San Diego, Dublin, and Rio de Janeiro.

CoMET includes 12 systems - Berlin, Hong Kong, London, Mexico, Moscow, New York, Paris (subway,
national railway), St. Paul, Tokyo, Madrid, and Shanghai.
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Safer Passenger
Platforms

For maximum safety, Taipei
Metro implemented the Night-Time
Women’s Waiting Zone in 1999 to
protect women traveling at night.
In 2005, the waiting lines at high-
capacity platforms were pulled

back by at least 100cm from the

platform edge to ensure the safety
of waiting passengers. In 2005, the
Platform Track Intrusion Detection
System was completed to lower the
possibilities of objects and persons
from falling onto the tracks. This
project was carried out in two
stages. The first stage involved
installations of the detection system
at the Jiangzicui, Guandu, and
Danshui stations and the second
stage involved installation of
platform gates at 48 high-capacity
stations. The units to be installed,
along with platform yellow lines,
and end-wall gate detection devices
at all stations have been completed.
The whole project is expected to
be complete by 2009. To reinforce
the safety and stability of TRTC’s

transportation service, the company
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installed platform gates at the busiest

stations along the Nangang and

Danshui Lines to prevent people and objects from falling off

the platforms. Protective gates were installed at three stations (6 platforms),
and the facilities began service on December 1™ 2006. This gate system has
substantially improved the safety and reliability of the Taipei Metro system.

In addition, to prevent ordinary and visually impaired passengers from
falling into the gaps between the EMUs, TRTC began
installing extensible barriers between carriages. The first
test-installation (on two trains) was completed on December
28" 2005 and put on a trial run on January 16" 2006. The
whole test project was completed on July 27" 2006. The test
was successful and TRTC decided to expand the project. A
total of 16 trains are expected have the extensible barriers
installed in 2007, and the whole fleet will be equipped by
2008.

The EMU Maintenance Project
To ensure the safety and normal operation of the system, a major
maintenance project was carried out in addition to the regular maintenance
work. This project was carried out with the aim of upgrading the availability
rate of the trains (the availability rate of high/medium capacity trains were
95% and 91% respectively in 2006). The following is a list of the major
maintenance jobs carried out in 2006:
® Completed the CO maintenance work for the eight trains of the Muzha
Line — this prevents the trains from being affected by the problems that
often occur to middle-age facilities, maintains the availability and usability
of the trains, and upgrades the services. A project to improve the track
route between the Zhongxiao-Fuxing and Nanjing East Road Stations
(Muzha Line) involved 5,060 meters of track, and aimed to provide a more
comfortable ride to passengers.
® The nine-year term maintenance work for the 321 model EMUs: This
project began on March 13" 2006. Eleven trains were completed at the end
of 2006, and maintenance for the whole fleet (36 trains) is expected to be
completed by November 2007.
® Twelve-year term maintenance work for the 301 model EMUs: training and
material preparations were completed in 2006. The maintenance work is
scheduled from January 2007 to the end of 2008.
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Availability rate of trains by year
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Availability rate of medium-capacity trains = average no. of usable trains/total no. of trains.
Availability rate of high-capacity trains = average no. of usable trains/total no. of trains.
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To upgrade the quality of
train operation supervision and
data recording functions, 22 trains
of the 301 model EMUs were
installed with the new supervision
information system in September
2006, and installation on 12 trains
of the 321 model was completed
by the end of December 2006.
The remaining 24 trains of the
321 model and 6 trains of the 341
model will be completed by the end
of 2007.

Innovative Services

Creating a comfortable and
convenient traveling environment
has been the long-term goal of
TRTC. We have implemented many
policies to upgrade our services,
which have received positive
responses from the public. Taipei
Metro continues to implement
innovative and caring services,

including the following:
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Bicycles on MRT and
double-decker bicycle
racks

In recent years, there has been an increase in the
population of bicycle riders and most of them use bicycles for recreation.
Therefore, starting from January 17" 2004, TRTC began to open certain MRT
stations for bicycle entry and the MRT trains to passengers with bicycles on
Saturdays and Sundays. With the well-planned bicycle trails and recreational
spots along the MRT lines, TRTC began to promote uses of pollution-free
carriers and a range of healthy activities during non-peak hours on weekends.
Up to the end of 2006, a total of 28,917 persons have taken advantage of this
service.

To encourage bicycle-MRT park’n ride, TRTC began to improve its
bicycle parking facilities. With the exception of 2005, when development
projects at several MRT stations saw the removal of bicycle parking places,
bicycle parking in the Taipei Metro system has been growing. To solve the
bicycle parking problem caused by limited road rights and spaces for transfer
facilities, TRTC installed the nation’s first double-decker bicycle racks. At
first, a total of 64 slots became available and the passengers had positive
responses to this facility. Therefore, in 2005, TRTC continued to set up
double-decker racks at Jiantan
Station — a total of 528 places were
installed. In 2006, a total of 496
places were installed at Gongguan
and Fuzhong Stations (320 at
Gongguan and 176 at Fuzhong).

TRTC will continue to set up more

bicycle facilities in the future.
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Note: In year 2005, several MRT station area development projects commenced and 252 bicycle slots were

removed.
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Caring Facilities and
Services at Stations

(1). Drinking Fountains:

In coordination with Taipei
City’s drinking fountain project,
stainless steel pipes and the first
drinking fountain was installed
on June 17" 1999. To ensure the
quality of the drinking water,
the nation’s first water quality
monitor was installed, which
displays the newest information
on the water quality provided
through the drinking fountains,
and the water fountains are
cleaned, drained, and tested
everyday.

(2).Improvements in the
Restrooms on Muzha Line

Beginning operation in
1996, the Muzha Line has now
been in operation for 10 years,
and the restroom facilities
have been deteriorating. To
provide a comfortable station
environment, TRTC began to
implement restroom renovation
projects along the Muzha Line
beginning in February 2006.
The facilities were updated and
redesigned and the ratio of male

restrooms to female restrooms
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(3). Nursing Rooms

To provide nursing mothers a friendlier space, TRTC
considered setting up nursing rooms at the stations. However, spaces are
limited; therefore, after considering that the nursing rooms are likely to
be more in need during weekends and holidays, as these are the peak time
for family outings, TRTC decided that the locations of the nursing rooms
should be at the terminal stations of high passenger volumes and at the main
transit stations. On March 8", Women’s Day, 2006, the nursing room at the
Taipei Zoo Station (Muzha Line) was opened. The nursing room at Danshui
Station was opened on September 1st and at the Taipei Main Station on
September 30" of the same year. During the design and construction period,
the Breastfeeding Association of Taiwan was consulted to ensure that the

nursing rooms meet the needs of most nursing mothers.

Communications Services Inside the Taipei Metro
System

(1). Wireless Broadband Services

In coordination with the Taipei City’s “Net City” project, TRTC
completed installation of wireless broadband service facilities at 63 stations,
4 underground malls, and the Beitou Depot in July 2005. In September
2005, the PDA websites were completed, and in November, the WAP portal
was ready to go. These facilities bring MRT passengers interactive fun of

internet on-the-go and convenient
services such as enquiries of major
operational information through
PDAs and WAP-enabled phones. To
provide instant transfer information,
TRTC took a further step to set up
information enquiry systems for

available parking spaces and transfer
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achieve 1:3 (male to female) under
the same framework, and in the
end, a ratio of 1:2.3 was acieved.
An easy-access washroom has
also been planed for the restroom
facilities at each station to provide
an even friendlier environment
for the physically impaired and
passengers with accompanying
children.

(2). Mobile Phone Services

Mobile phones have become part of people’s everyday living.
Therefore, to provide Taipei Metro passengers high-quality mobile
phone services inside the Taipei Metro system, TRTC implemented the
mobile phone project at the Danshui Line underground section (Taipei
Main to Minquan West Road Station) beginning in November 1998. On
April 4" 2002, TRTC signed contracts for the second generation (2G)
mobile phone services with four businesses, and the systems were
completed and began service in April 2002. And, as the low-

frequency PHS system became available and widely used,
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TRTC signed a contract with the
PHS operator in November 2002,
and the system was completed
and began service in March 2003.
Later, as third-generation (3G)
services became available, TRTC
further signed contracts with
five businesses in April 2005,
and the system was completed in
September 2006 to provide Taipei
Metro passengers with the most

advanced services.

(1) Danshui Line
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Facility/Equipment

Improvements

Noise Reduction Projects
After 10 years of operation, the

environment along the lines has been through

many changes. Taking its slogan of “Customer first

and quality first” to heart, TRTC always strives to provide customers safe,

convenient and comfortable transportation services, as well as high living

quality for the residents along the surface (Danshui) and elevated (Danshui

and Muzha) lines. Therefore, TRTC began to set up sound insulation walls

and implemented an array of noise reduction measures (including lubricating,

lathing, and polishing EMU wheels, changing the base boards, replacing the

railroad switches, and adjusting operational modes) in an effort to reduce the

noise to a minimum. Up to 2006, a total of 8,699 meters of sound insulation

walls has been installed.

Section Time Completed Length Effect
Emerging section
. . Complies with the noise volume standards
Emerging from the Minquan W. Road 2001.10 162m | at all hours and lowered the level by 11-15
Station !
weighted db.
Elevated sections
Xinbeitou Line 2006.07 2,067m
Between Beitou and Fuxinggang Station 2006.11 1,698m | Maximum Noise Level dropped by 9 - 15
: : weighted db.
Bet\fveen Minquan W. Rd and Jiantan 2006.12 088m
Station
Surface sections
Between Beitou and Fuxinggang Station 2003.06 744m Ma}(lmum Noise Level dropped by 11 - 17
weighted db.
Between Zhuwei and Danshui Station 2005.06 goom | Maximum Noise Level dropped by 9 - 12
weighted db.
Between Fuxinggang and Zhongyi Station, 2006.07 1.500m Maximum Noise Level dropped by 10 - 16
front and back of Guandu section ) ’ weighted db.
(2) Muzha Line
Section Time Completed Length Effect
Between Linguang and Xinhai Station 2006.08 740m M§x1mum Noise Level dropped by 8 - 12
weighted db.
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Ability to Carry out
Circuit Board Repair

Developing the ability to
repair internally has been the one
and only path to system upgrade.
After Matra withdrew from the
Muzha Line without warning on
May 30" 1996, TRTC immediately
set up an R&D team in January and
began inspecting and repairing the
circuit boards of the Muzha Line.
With the experience accumulated
through the years, the R&D team
was expanded into the R&D Center
in 2006. In addition to maintaining
and repairing the circuit boards
of the high and medium capacity
systems, TRTC’s R&D Center
began developing technical abilities
in other areas, which effectively
became the best support for the
operations of the Taipei Metro
system. From 1996 to 2006, the
team and the center have repaired
an accumulated 13,715 pieces of
circuit boards. If we calculate the
repair costs for each circuit board
at NT$90,000, TRTC effectively
saved NT$ 1,234.35 million in
maintenance expenditures. TRTC’
s R&D Center also completed
calibration work for 659 electrical
gauges in 2006, which saves not
only money but also valuable time.
In 2006, TRTC's abilities in circuit
board maintenance and repair and
electrical gauge calibration officially
passed the ISO9001 certification.
TRTC aims to design its own auto-

testing facilities in the near future.
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Ticketing System and Auto-
Vending System Update

The auto-vending system was originally in
the form of magnetic cards. To integrate the MRT,
bus and parking systems, as well as preparing
for the emerging touch’n-go cash-card lifestyle,

TRTC, in coordination with the Taipei City Government, set

up a special project team in March 1999 and invested in the Taipei Smart Card
Corporation. In June 2002, the first non-contact IC card, the EasyCard, was
launched, and the ticketing system of Taipei City officially marched into the era
of non-contract IC cards. On July 15" 2005, TRTC launched the EasyCard One-
day Pass to replace the original paper tickets and removed the inconvenience of
having to access the metro from the employee gate.

To extend the functions of EasyCard passes, Taipei Smart Card
Corporation, in coordination with the city government, launched the Taipei
Pass, which was issued in four types - one, two, three, and five day passes.
Holders of the passes may use the passes for unlimited rides on the MRT and
buses for the length of time allowed for their pass and are treated to an array
of admission ticket, restaurant and hotel discounts.

IC cards have become the main mode of payment for Taipei Metro
users. To provide the passengers with more convenient and easy to use gates,
TRTC initiated an IC card system update project on all old and new lines. The
Department of Rapid Transit, Taipei City, has began installation and update
work on existing lines in 2006, and the project, to cover 69 stations, was

scheduled for completion by the end of August 2007.
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The new generation ticketing
system is designed for safety
and convenience. The gates now
retracts into the side boxes, so they
are more accessible to people who
are in wheelchairs, less mobile,
carrying large suitcases, holding
children, or pushing trolleys. The
auto-vending machines have been
updated to touch-screen counters,
and the magnetic-strip tickets have
now been replaced by IC tokens.
People who are purchasing multiple
tickets can now use notes instead
of coins. The first stage update
was implemented at the Linguang,
Xinbeitou, and Shandao Temple
stations and became operational on
May 12" 2006. Half of the project
had been completed at the second
stage and opened on December
30™ 2006. The third stage involves
completion in all 69 stations on the
MRT lines and is expected to be
completed by December 2007. The
new automatic system will bring
convenience at an even higher level

to the residents of Taipei City.

Procurement of New
EMUs

In preparation for the
operation of the Tucheng Line
(begun in 2006), Xizhuang-Luzhou
Line (2010), and the Nangang
Line extension, TRTC procured 24
EMU trains, and 13 of them have
been delivered. The new EMU
trains are currently under testing
and will be launched into service
in the near future. The new EMUs

are designed to meet passenger
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demands; in which, the first and last

units are installed with suitcase

racks, and all units are completed

with smoke detectors and close-circuit TVs. The train

doors have also been changed from hydraulic to electrical, and all taillights,
signs, and door lights have been replaced with durable LED lights to provide

Taipei Metro users safer and more comfortable services.

Efficiency Management

Sustainable development is the goal of every company. To achieve
this goal, TRTC has been actively promoting management betterment
and information automation. TRTC builds a foundation for sustainable

development through active upgrades of operational efficiency.

Effective Efficiency Management
(1). Proposal Reward
To encourage creativity and proactive thinking, as well as cultivate

the culture of proactive problem discovery, independent thinking, and
problem solving, TRTC laid down the key points for proposal rewards.
This reward system was redesigned in 2001 into a two-stage evaluation
system. The first stage includes rewards for problem discovery and
proposals for improvements. The second stage awards achievements in
major improvement projects. In 2003, TRTC reevaluated this reward
system and set up a proposal information platform, which digitalized the
proposal process. Good proposals are openly commended to reinforce
internal promotion, and relevant training has been conducted to build
up employee abilities. Furthermore, to encourage creativity and ensure
effective implementation of major improvement proposals, an evaluation
committee was set up in 2003 to evaluate the effective proposals and
select the top three for the annual rewards of NT$80, NT$50, and NT$30
thousand respectively. In 2003, the number of proposals grew to 255,
which was 2.4 times the number of the previous year. In 2004, the Annual
Outstanding Proposal Award was expanded and the outstanding proposals
were published in the Collection of Outstanding Proposals. Motivated by
supervisors, a large growth brought the case count of the year to 826. In
2006, when a great share of attention of the company was diverted to the
opening of the Tucheng Line, the case count dropped slightly, but there
were still 657 proposals received and 498 of them won awards. A total
of NT$450,000 was given to the winners; of these seven were
rated 7 outstanding, 12 excellent, and 19 where given a mark

of merit. The rest were also generously awarded.
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The success of TRTC’s
proposal system grabbed the
attention of the Taipei
City Government. The
City’s Department of Research,
Development, and Evaluation was
requested to designed the “Taipei
City Creative Proposal Plan”
based on TRTC’s proposal award
system, with all administrative
units in the city government
prompted to provide suggestions,
with the aim of stimulating
creativity for improvement of
the city’s services. In the 2006
Taipei City Government Creative
Proposal Implementation Report,
TRTC was graded full marks and
ranked Number One among all
implemented units.

(2)Implementation of the
Responsibility Center
System

To create a base for
departmental evaluation and
motivate employees, TRTC
began to implement the
Responsibility Center System
in 1999. Adapted from private
businesses, the “Balanced Score
Card” enables the company to

develop in balance. In 2003, the
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Responsibility Center Evaluation
Committee was set up, and the
scorecard evaluation tool was
adapted and elaborated into “Strategic Goals” and
“Strategic Index KPI”, which is then further extended into the “Departmental
Performance Index”. Clear and measurable indices were set to measure
the performance of each department. Linking the company goals and
the departmental performance index, the supervisors and staffs of the
company are guided to focus on the operational strategies of the company
for maximum efficiency. The supervisors and staffs of TRTC were highly
dedicated, and handed in a brilliant score sheet in 2006. The quality of
all services has all been brought to a new height, which shows that this
management system is highly effective and beneficial to the advancement of
the company.
(3) QA Circle Activity

To encourage teamwork and self-improvement, TRTC began
implementation of the QA circle activity in 1996. This activity is
implemented by pulling the workers into a circle and brainstorming for
new ideas for new methods, improvements, or reforms. This project was
expanded into TQC in 2006 and promoted by four online departments to
11 administrative units. The goal of 69 circles was configured for 2006,
which was successfully achieved, surpassing the 44 circle record of 2005 by
25 circles. This activity, together with the responsibility center evaluation

system, fulfills the company’s demand quantitatively as well as qualitatively.

Information Automation
Taipei Metro has been in service for 10 years, the original information
management system is no longer sufficient to handle the increasing number of
MRT lines. Therefore, TRTC decided to update the system in response to the
advancing technologies. In 2006, the focus was placed on integration of the
interfaces and database, while focusing on the financial and accounting system
to establish new procurement, material management, and equipment/facility
management (EFMS), personnel salary, property, goods,
training, training POS, dispatch, and account integration
systems, which are expected to reduce the need of

repeated manual data entry for higher efficiency.
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In 2006, TRTC also began
updating the management
information system, equipment
surveillance system (SCADA,
Apr. 2006), equipment/facility
management system (EFMS,
Nov. 2006), project management
and maintenance scheduling
system (Nov. 2006), and disaster
and emergency aid system (Dec.
2006). The geographic information
system technology has also
been implemented to control the
operation of the stations/plants and
progress of maintenance, shorten
emergency response time, and
lower the impact of false alarms
from automated facilities for the
operation of the Taipei Metro
system.

Updates of the administrative
information system have also
begun, including the dispatch
management system (Aug. 2006),
procurement system (Dec. 2006),

material management system (Dec.
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2006), and financial/accounting

system (Dec. 2006). These updates

are expected to effectively control

the attendance and leave of employees, lower material

stocks, simplify document processing, establish system interface functions,
minimize repeated manual data entry, effectively control the accounts and

funds, and simplify cashier work for maximum efficiency.

Improving Employee Training for Optimum Core
Abilities

Human resources are the most valuable asset of a company. TRTC
has been upgrading its employees through training in six categories — new
employee training, professional training, knowledge update, management
and culture training, safety and hygiene training, and service training. These
trainings equip TRTC employees with the necessary abilities. A total of 1,196
courses, attended by 24,706 persons, have been conducted in 2006. The
percentages of the six training categories are shown below.

In addition to regular employee trainings, external observation events,
as well as forums and seminars, have also been held for supervisors, to
ensure that they are equipped to convey and push forward the company’s
goal and missions to the employees. The events also provide opportunities
for networking, aiming to facilitate better inter-departmental communication
and coordination. The supervisors have responded positively to the event and
the activities have been highly effective. One senior executive seminar, three
junior-level executive seminars, and one base-level executive seminar were

hosted in 2006, and a total of 182 persons participated in the events.

BT =R
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- % Pprofessional Training
R EHR
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Training
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05 % A BElFR

New Employee Training
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To encourage use of Taipei
Metro, create a loyal customer
base, as well as familiarize the
riders with the facilities in the MRT
system, TRTC has been hosting
various observation tours and
marketing activities. TRTC aims
to provide a diversified range of
cultural and recreational activities,
convey a high quality lifestyle,
and bring the riders closer to the
Taipei Metro system through public
relation activities and exhibition of
humanity in modern transportation

technology.
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Developing Public Relations

Transportation and control for participants of large
events

Taipei Metro has become one of the major modes of transportation for
Taipei City Residents. Therefore, when large events are held in the City (New
Year Eve/Christmas parties or concerts), there is often crowding MRT stations
during the events. It has been a challenge to handle crowds in such limited
spaces. TRTC has been working to design response plans, and the station
crowd divergence and control plan is one of the execution methods.

In 2006, the crowd control plan, including extended service hours, was
implemented for the 2006 New Year Flag-raising Ceremony, 2006 Taipei
Lantern Festival, 2006 Taipei International Marathon, 2006 Information
Technology Month, and Fireworks Festival — 2007 Taipei, the Highest City in
the World on New Year Day.

The Fireworks Festival — 2007 Taipei, the Highest City in the World on
New Year’s Day attracted a crowd of 520,000 people to the City Hall Square.
TRTC began to prepare for this event from November 2006. On the day of
the New Year’s Eve celebration, a total of 450 extra personnel were sent to 16
stations, and a total of 1,700 personnel were on duty on that day. On the day
of the event, the Taipei Metro system remained opened afterhours to transport
the event goers at the fastest speed possible. An estimated total of 1.576361
million persons took the Taipei Metro on that day, breaking the 1.565118
million persons recorded on December 31* 2005 by 11,243.
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Visits by the Public and
Foreign Guests

To boost its image, TRTC
welcomes all public group visits.
In coordination with the Taipei
City Government and the Ministry
of Foreign Affairs, TRTC has also
hosted several tours over the years,
as shown in the following table.

In 2006, a total of 203 groups
(5,753 persons) visited Taipei
Metro, including 54 groups of
foreign guests (568 persons), 16
groups from China (216 persons),

52 groups from local organizations

251THEA : 2005.08.04

(1,905 persons), and 81 groups visited

through the Taipei Metro Tour activity

(3,064 persons). The visitors were survey for

customer satisfaction, and the results show 90.3% of answers for
“Highly Satisfied”.

In addition, to familiarize people with the escape routes, signs,
emergency equipments, fire extinguishers, and other emergency operations,
so that each of the MRT riders will be equipped to report and handle incidents
and assist other passenger to escape, TRTC opened the stations for guided
tours in 2004. TRTC invited residents in the surrounding areas, community
development associations, and student groups to join in the guided tours to
Taipei Metro Stations. A total of 68 tours (3,030 persons) were conducted
in 2006. The activities not only were informative and educational but also

created good relationships with the communities and schools in the areas.
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IREEREIE Customer Suggestions On July 29" 2004, coinciding
FoHERE IR AR R AR (kR R RO T B R RS T B R and Comments with the company’s 10th anniversary,
Ft o S BIEAE  MEREEEE  AFER  HEEMS  HARSEEIHRE To maintain the quality of TRTC opened the 24-hour Customer
AIF customer services, TRTC set up Service Center. This one-stop service window aims to
several channels to provide for solve customers’ problems instantly and shorten the processing time. Just dial
customers’ expression of opinions, (02) 218-12345; dedicated personnel will answer the phone to answer your
suggestions, and comments, questions, search through lost-and-found items, and listen to your complaints
9% ., ﬁ?ﬁfi@onsultaﬁon including telephone consultation, 24-hours a day. In 2006, a total of 120,838 customer comments were received,
comments and suggestion forms, including 246 expressions of appreciation and recommendation for good
TRTC email, and mayor’s box. The services, 186 complaints, and 120,406 general questions and suggestions.

ratio is distributed as the follows.

The following is a diagram illustrating the volume of phone calls since

- 2004. The volume of phone calls increases notably during special events such
3, REERSE

Comment and Suggestion Form as typhoons and the opening of new lines. The 24-hour Customer Service

Center has been highly effective in serving customers’ information needs.
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Typhoon Aere Occured in Taiwan in Aug. 2004

Typhoon Haitang Occured in Taiwan in Jul. 2005
Opening of Tucheng Line in May. 2006
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Opening of the Beitou
Resort

Inside the Beitou MRT plant,
the Beitou Resort offers facility
rental including classrooms,
dormitories, and activity center.
The classrooms include a large
and small classroom, a computer
classroom, and a general conference
room. Dormitories include single
rooms, double rooms, and VIP
rooms. The activity center hosts a
basketball court, badminton court,
table-tennis room, billiard room,
dance studio, racket-ball courts,
gym, children’s playground, and
swimming pool. To share the
resources with the residents, TRTC
officially opened the facility to
the public on July 14th 2002. The

F1THHA : 2006.03.28

club offers a membership program

to provide the city’s residents with a quality space for

recreation and offer public and private organizations spaces for activities.
TRTC always believes in sharing with the community and creating a multi-
elemental environment linking transportation technology with arts, culture,
and recreation.

Some facilities have been updated in 2006, including LCD projectors
for the classrooms, billiard table lights, swimming pool machine room
improvements, landscape update, dormitory air-conditioning expansion, and
furniture update. The hard and software facilities are now maintained at the
optimum level. In 2006, the classrooms were rented out 1,471 times, and
a total of 6,721 persons-days have stayed in the dormitories, and 153,857
persons have used the activity center.

From 2003, the Beitou Resort has been showing growth in the profits. A
total of NT$23.34 million in revenue was made in 2006, including NT$10.76
million from the activity center, NT$4.39 million from the classrooms,
NT$3.85 from the dormitory, NT$3.23 million for out-sourced training

services, and NT$1.11 million from other sources of income.
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Customer Satisfaction

As a transportation service
provider, Taipei Metro sees
customers’ opinions as the driving
force behind quality and creative
services. Therefore, in order to
be informed of how customers
feel about the services, Taipei
Metro conducted the Taipei Metro
Customer Satisfaction Survey. For
objectivity, TRTC commissioned
professional market research
companies to conduct the survey
and the results have become
an important reference for the
company. The survey results show
that the level of overall customer
satisfaction has been increasing (i.e.
from 86.20% in 2003 to 91.60% in
2006).
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Marketing Campaigns

To encourage use of Taipei
Metro and create a loyal customer
base, Taipei Metro has hosted an
array of marketing campaigns.
These activities are aimed at
developing potential customers
for higher operational efficiency.
Through diversified cultural and
recreational activities, TRTC
exhibits transportation technologies
in the arts and cultures of quality
living.

For different needs of different
lines, marketing campaigns and
strategies also differ from stage

to stage and line to line. From

(1) Celebrations for the Journey

of Growth

1996.08.05 Five Million Passenger Lottery
1996.12.04 Muzha Line Ten Million

Passenger Celebration

1997.10.13 Danshui Line Ten Million

Passenger Celebration

1998.03.14 Muzha Line Thirty Million

Passenger Celebration

1998.03.28 Danshui Line Anniversary

Celebration - Fairytale Wedding

1998.12.22 One Hundred Million
Passenger Celebration

1999.12.24 Fun along Taipei Metro series
activities for completion of the double-

cross network

2001.01.04 Taipei Metro Five Hundred

Million Passenger Celebration

2001.03.28 Taipei Metro Fifth Anniversary
Celebration — Vibes of Taipei; Metro

Heart series activities

2004.07.29 TRTC Tenth Anniversary
Celebration and opening ceremony for

the customer service center
2005.08.13 Two Billion Passenger

Celebration — Energy City series activities

THBEERLTER P

Tucheng Line Inauguration Commemorative Ticket
21THHA : 2006.05.31

1996 before the initial network was

formed, TRTC launched an array of ticket discounts

and celebration activities to attract the attention and satisfy the basic
psychological needs of city resident and make passengers feel safe.

After 2000 when the initial network was completed, TRTC placed the
focus on “Quality”, “Growth”, and “Social Responsibilities”, and launched
a series of activities in the area of arts and culture, safety campaigns, brand
promotion, and social welfare. Taipei Metro became connected to everyday
living, food, clothing, dwelling, transportation, education, and recreation;
“Metro” is no longer just a mode of transportation, it is now a provider of
multiple services for quality living.

Looking back, from 1996 to 2006, TRTC’s marketing campaigns evolved
in five stages — “Celebrations for the Journey of Growth”, “Ticket Discounts”
, “Brand Image Campaign”, “Social Welfare Activities”, and “Heritage of Arts

and Cultures”. The journey is summarized in the following:

2006.03.28 Taipei Metro Tenth
Anniversary Celebration series
activities

2006.12.01 Triple Celebration — platform
gates, insulation walls, and 2.5 billion
passengers

(2) Ticket Discounts

1996.02.27 Four weeks of free test-ride
before opening of the Muzha Line

1997.03.28 Two weeks of free test-ride
before opening of the Danshui Line
(Danshui to Zhongshan)

1998.12.24 NT$20 Treat to Taipei Metro
Rides for opening of the Zhonghe Line
and Xindian Line (north sec. Taipei Main
station to Guting station.

1999.11.11 20% discount for NT$1,000
store-value cards
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2002.09.15 Easy Card 20% discount

2002.10.01 NT$10 Rides — Easy Go
Experience Discount

2002.10.14 Taipei Metro Senior Citizen
Week — Silver Hair Train

2003.06.02 June Holiday Promotion after
SARS

2003.09.22 922 Car-free Day and Public
Transportation Day Activities

2004.08.08 Prizes for Metro Riders Activity

2006.04.01 Park’n Ride Promotional
Activities

(3) Brand Image Campaign
1996.09.27 Taipei Mid-Autumn Festival —
Metro Heart Activities

1996.10.27 Taipei Zoo Metro Tour

1997.12.31 1998 Count-Down Party with
Taipei Metro

1999.02.05 Home Sweet Home — Taipei
Metro Ambassador Year-end Activities —
Ambassador Andy Law

1999.08.01 Millennium Wishes — Love for
the Down Babies Concert

1999.11.13 First color painted Koala Bear
train launch party

2001.08.14 Taipei Metro Stamp party

2001.08.18 Chinese Valentine’s Day- Virgin
Cruise of the Oriental Lover

2002.02.07 CIS and New Uniform Show;
launched the Metro Taipei Logo

2002.04.27 Expo Metro, Lego Relay —
Challenging the Guinness Record

Bt 208F (V@) REEER »
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2002.04.29 Metro Taipei
Mobile Phone System
Activation Ceremony

2003.01.21 Metro Lovers’ Lane
— 2003 Valentine’s Day Celebration

2004.10.24 2004 Taipei Zoo — Move Metro
series activities

2005.07.04 The First Metro Taipei Street
Dance Competition

2005.11.02 The First Pop Music
Competition

2006.01.01 Dance All Night Long New Year
Eve Celebration

2006.06.15 The Second Metro Taipei
Street Dance Competition

2006.06.24 Future Hits Metro Rock’n Roll
Festival

2006.11.15 The Second Pop Music
Competition

(4) Social Welfare Activities

2001.07.06 Elevator safety — spokesperson
Miss Sun Cai-Feng

2004.12.01 Loving Guardian — Light up
Our Hope; Care for the Safety of Our
Women and Children series activities

2005.02.02 Metro Will Be Better because
of You — elevator safety series activities

2005.10.06 Silver Hair Care — from
Elevator to MRT series activities

2006.01.17 Non-stop Giving series
activities

2006.10.21 Metro Culture Movement
series activities — campaign for
banning chewing gum in metro

system, giving seats to the elderly,
escalator safety, and elevator safety
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(5) Heritage of Arts
and Cultures

1998.06.06 Metro Art
Festival — Fine Craft Theater series
activities

1998.11.07 The First Street Art
Performers; six auditions up to the end
of 2003

2000.02.18 Palace Lantern at the Chiang
Kai-Shek Memorial Hall Station for the
Taipei Lantern Festival

2000.07.28 Environment, Culture, and Art
— Reading in Metro series activities

2000.07.31 The First Metro High-Tea
series activities

2000.08.31 Xiaonanmen Line Opening
Celebration and Latin Tempo series
activities

2000.09.30 Metro Music Festival series
activities

2000.10.06 Metro High-Tea — Grand
Performances of Asia-Pacific Arts series
activities

2001.05.06 Art in Metro series activities

2003.09.06 Square Art Festival - Metro
Taipei Passport series activities

2003.10.01 This Year — We Write about
Love series activities

2003.10.15 Metro High-Tea Party of
Traditional Arts series activities

2003.11.19 All Metro Leads to Egypt
series activities

2004.02.13 Love Story Competition series
activities

2004.04.10 Taipei Cultural Festival series
activities

2005.12.05 Phantom of Opera color

painting train and limited edition one-
day pass launch party
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Taipei Metro is the first
metropolitan rapid transit
system in the nation; despite its
inexperience, TRTC must develop
the management, operations,
and even maintenance systems
from scratch. Therefore, learning
from the experiences of other
countries and knowledge from
expert organizations has been
a very important process to the
development of the company.
Over the years, TRTC has held
a series of forums and domestic/
foreign observation tours for
the aim to further develop the
company’s abilities in operational
management, maintenance, and risk
management, as well as expanding
the company’s vision and establish

a good corporate image.

International Forums

(1) 2002 World Metro
Symposium, Taipei
and The 4" UITP Asia-
Pacific Assembly

The 2002 World Metro
Symposium, Taipei, was held
from April 25" to 29", A total of
72 top track experts and system
companies from the world
participated in this event, including
members from China, Hong Kong,
Japan, Korea, Thailand, Singapore,
Australia, Russia, England, France,
Germany, Austria, Belgium, the
US, and Canada. This event was
held with the aim to facilitate

international technology and

SHSAHLTE—EBBAS P
Weekly Pass in Toronto, Canada

experience exchanges. The expo was

held at the Taipei World Trade Center Hall II and

the neighboring A20 car park over five days. It was widely publicized and
attracted an estimated total of over 82 thousand visitors. The 4™ UITP Asia-
Pacific Assembly was held simultaneously with the expo. The conference
took place at the Taipei International Conference Center, and a total of
139 domestic and foreign experts from the US, Singapore, Hong Kong,
Norway, and Australia joined this conference to discuss issues related to the
development of Taiwan’s public transportation and marketing & PR of the
public transportation market. A total of 13 theses were read at this conference.
This is the first successful festival linking a major expo with a world

conference.

(2) 2004 International Chinese Transportation
Professionals Association (ICTPA) Annual Conference
and Symposiums

ICTPA held The Fifth Asian-Pacific Region Transportation Development
Conference, Cross-Strait Transportation Conference, and the 2004
International Chinese Transportation Professionals Association (ICTPA)
Annual Conference at International House Howard Hotel from February 11th
to 13™ 2004. An exhibition was also held at Taipei Railway Station Square
from February 12" to 15", Experts from the industries, public administration,
and academia were invited to discuss the achievements and prospects of
Taipei Metro, design of international airports, privatization of transportation
businesses, and the development of Taiwan’s aviation industry. Through
this conference, TRTC had the opportunity to share experiences with other
countries as well as showing the achievements of Taipei Metro to the world

and establishing good relationships with the world’s transportation industry.
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(3) 2005 Taipei Nova
International Railway
Benchmarking Group
Annual Conference

Succeeding the sixth Montreal
Conference in May 2004, Taipei
hosted the 2005 Nova International
Railway Benchmarking Group
Annual Conference on April 20th.
A total of 18 representatives from
nine metropolitan subway systems
of seven countries and around
200 foreign and domestic experts
participated in the symposium
and Mayor’s dinner. Other than
signing the “Safety Efficiency
Declaration”, the members voted
TRTC’s former Vice President,
Mr. Huan-Kung Chang as the
Chairman for the period before
September 2006 and decided that
TRTC’s president, Dr. Huel-Sheng
Tsay, would succeed him as Nova’s
Chairman. Mr. Tsay will be hosting
the Nova Management Conference
in October of the same year in
Singapore and represent Nova at
the CoMET annual conference in

November in Paris.
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(4) Sustainable Transport for
East Asian Megacities
Symposium
On March 17" 2006, TRTC, in
conjunction with the Chinese Institute of Transportation, hosted
the Sustainable Transport for East Asian Megacities Symposium. A total of 18

representatives from six counties participated in this event.

(5) The 26" Sino-Japanese Modern Engineering and
Technology Symposium

From June 11" to 16™ 2006, TRTC co-hosted the 26th Sino-Japanese
Modern Engineering and Technology Symposium with the Chinese Institute
of Engineers. Three experts, Mr. Takagaki Yukio, Mr. Senoue Seiji from
Tokyo Metro Co., Ltd. and Mr. Kamata Masato from Yamatake Co. Ltd.,
made speeches at this
event, discussing a wide
range of MRT issues
including MRT operations,
safety management and
disaster prevention, station
management and emergency
responses, dedicated female
units, and station smoke

control.

Domestic Symposiums

As one of the major transportation providers in the nation, TRTC strives
to provide high quality transportation services, and to continue enhancing
the services of Taipei Metro. TRTC has established close relationships

with experts and scholars from the industry, public sector,
and academia through symposiums and conferences. The

following is a list of recent achievements:
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Nov. 22" 2001: 2001 China
Road Federation Annual
Member Conference (co-
hosted with the China Road
Federation).

Jul. 27" 2004: A Decade of
TRTC Academic Seminar and
Transportation Technology
Symposium.

Nov. 26" 2004: 2004 Taipei
Society of Road Safety:
Children Safety Seat
Painting and Slogan Creation
Competition.

Dec. 17" 2004: 2004 Taiwan
Institute of Track Engineering
Annual Conference.

May 26" 2005: 2005 Taiwan

Institute of Track Engineering

Annual Conference.

Visits by World Track
Industries

(1) Exchange visit by
Seoul Metropolitan
Rapid Transit
Corporation (SMRT)

On this visit, SMRT signed an
agreement to learn and exchange
with TRTC and arranged exchange
tours for 2004 and 2005. In 2004,
the exchange plan officially began;
SMRT sent 50 staffs to Taiwan in
five groups (10 members in each
group) each for 13 days. In April
and November 2005, TRTC sent 14
staffs in two groups for 7 days each
for observation tours to Seoul.

The exchange programs
in 2004 and 2005 were very
successful. In September 14"

2006, SMRT once again sent nine
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members to Taiwan for experience and knowledge

sharing including the Director of Planning Office

and Manager of Business Division.

(2) Visit by Hong Kong MTR
Corporation

On November 23" 2005, Hong Kong MTR

Corporation sent six senior executives to TRTC to share how Taipei

Metro became the most reliable system among all Nova and CoMET systems

in 2004. TRTC hosted
exchange forums with the
members of Hong Kong
MTR Corporation, discussing
TRTC’s experiences in
research, development, and
management. Hong Kong
MTR Corporation was very

impressed by Taipei Metro’s

creativity and brought home the proposals for solutions.

(3) Visit by Daegu Subway Co., Ltd.
On September 29" and November 17" 2006, Daegu Subway Co., Ltd.

twice visited TRTC. Executives from both companies shared their experiences

in a forum. Daegu Subway’s
members visited the 24-hour
customer service center, Beitou
Depot, and operation center.
Members from Daegu Subway
were very impressed with

TRTC’s achievements.

(4) Visit by Taiwan Railway Co., Ltd.

Taiwan Railway Administration also sent its staffs to visit TRTC on

September 19", 20", and 21™ to share experiences in planning, human resource

management, operations, and maintenance. The visit includes a tour of the

company, onsite observation, group discussion, and experience sharing.




108E R 2t &
(1996~2006)

TEH Items B (7 Unit 2006 2005
iE& Passenger volume
FEEHGER Total volume annualy AR passenger 383,947, 560 360, 729, 803
H S48 5 Daily average AZK passenger 1,051,911 988,301

HEZE N /N B Total passenger- kilometers

AR

passenger- km

3,002, 989,075

2,742,372,258

HHf{ERA Use of vehicles

YA TEER (F4-) Total train runs (main lines) PE run 552,538 518, 554
445 HBER Daily average ¥ run 1,514 1,420
HEFEH /Y H Total train- kilometers FH/NE train- km 10,879,711 9,373,675
2R BRFEIKHE Service performance
fﬁﬁﬁigﬁ%ﬁiﬁf&&s (mid/ high capacity) % ¢ 5 minssec 02:50 / 04:56 02:50 / 05:18
fvﬁ%ﬁzgﬁgﬁiﬁiﬁﬁ 1;%1%( hours (mid/ high capacity) 3 ¢ B minisec 04:57/ 05:46 04:57/ 06:12
7RISR (H5%/ %) Train speed (mid/ high capacity) JNEL /N km/ hr 31.02/ 34.27 31.04/ 34.30
HERER (i) =5E ) Rate of Punctuality (mid/ high capacity) Bk % 99.78/ 99. 84 99.75/99.177
Avernge lond iring posk noues (mi) high capaciy) N 380/ 4.55 394/ 4.78
— B Rare of minor accidents e 0.00/0.00 L11/0.13
E AT Rate of major accidents fhasEns 0.00/0.00 0.00/0.13
SEHIZE(E (Ff% ) Average ticketfares (after- tax) T NT$ 22.00 21.59
SPHIRZCRE Average length per journey A km 7.82 7.68
Pt BB SE 2 ELEEL fE Facilities of affiliated businesses
HREE Shops % shop 97 92
HLEEE 5 Station ads & panel 1,584 1,524
HFiEE 5 Train ads 5 panel 6,834 6,732
HEH {7 Motorcycle park 1% lot 8,711 6,948
YR EEHL( Car park % lot 3,153 2,882
1 H#EZ# No. of shops in the malls Z unit 118 118
i EIRY Area of the malls FHAR m’ 8,283 8,283
FE1 ¢ 2001 AAFHE A IE SEHFR#E Note 1: average load during peak hours began in 2001
BEEIEEIE General financial data

EFHEUWUA Operating revenues 9,861,250 9,204,558

SEICA Fare revenues 8,368,732 7,789,059

P A Affiliated revenues <F2> <gk2>

H A ZEUA Other operating revenues 1,492,518 1,415,499
FEFERLA Operating costs 7,042,321 6,703,663

SE#IRLA Transportation costs 6,785,521 6,453,026

[t 24 Affiliated businesses costs <FE2> <EF2>

HAE 2R Other operating costs w0 256,799 250,637

Amount NT$1,000

BEZEEF| Gross profit 2,818,929 2,500,895
EFETEF Operating expenses 1,994, 463 1,868,553
FAFER24E Operating income 824,466 632,341
EEFEINIA Non- operating revenues 225,884 219,701
%41 il Non- operating expenses 30, 147 2,167
B ZEYM]3E Non- operating income 195,737 217,533
FRRTHI2E Net profic before- tax 1,020,203 849,875

Note 2: From fiscal year 2002, incomes from affiliated businesses are annexed into income of other businesses and costs of affiliated businesses were annexed

into costs of other businesses.

Note 3: The other operating revenues in 2002 is included government subesidies of NT$ 89 million

2004 2003 2002 2001 2000 1999 1998 1997 1996
350, 141, 956 316,189,128 324,433,561 289,642,714 268, 581, 803 126,952,055 60,797,215 31,081,395 11,204, 359
956,672 866,272 888,859 795,480 733,830 347,814 166, 568 101,220 40, 159
2,680, 355,530 2,440, 757,221 2,497,531, 686 2,223,486, 596 2,043,828,555 1,032, 685,236 512,482,678 243,676,385 37,428,132
509, 843 505,468 498,322 464,893 468, 756 263,148 236,035 207,226 103,061
1,397 1,385 1,366 1,274 1,284 721 647 568 282
9,167,814 9,112,544 8,955,790 8,224,335 7,638,239 4,924,860 3,590, 361 3,002,932 1,495,519
02:51/ 05:19 02:52/ 05:26 02:56 / 05:41 02:56 / 06:06 02:58 / 05:44 03:03/ 05:52 03:26 / 06:24 04:15/ 07:24 04:44
05:01/ 06:11 05:04 / 06:10 05:06 / 06:16 05:11/ 06:37 05:33/ 06:19 05:36/ 07:11 05:37 / 08:33 05:51/ 09:01 05:34
31.10/ 34.40 31.26/ 34.48 31.46/ 34.31 31.57/33.99 31.87/ 35.03 32.01/ 38.56 31.97/ 39.55 31.76/ 38.90 30.95
99.40/ 99.56 99.64/ 99. 15 99.48/99.29 99.51/ 98.178 99.32/ 98.18 99.51/95.73 98. 94/ 96. 56 99.53/ 93.36 99. 17
3.94/5.25 3.75/ 4.97 4.12/5.65 4.11/5.95 a1 a1 AL il #E1
0.55/0.54 0.55/0.27 1.67/0.42 0.00/0.62 3.51/ 1.01 2.54/ 1.19 1.28/1.97 5.13/2.171 4.68
1.10/ 0.00 0.00/ 0.41 1.11/0.00 1.69/ 0.16 1.76/ 0.51 1.27/0.60 0.64/1.97 1.92/0.00 2.67
22.16 22.07 25.10 22.51 22.95 24.03 28.03 31.61 25.60
7.71 7.72 7.70 7.68 7.61 8.13 8.43 7.84 3.34
91 84 80 92 75 68 54 17 11
1,541 2,225 2,225 1,783 1,821 1,566 1,179 1,152 436
6,222 6,222 6,222 6,222 6,222 3,812 2,672 2,900 392
6,722 6,561 6,183 5,429 5,187 1,962 -
2,882 2,573 2,418 2,584 2,645 2,161 1,953 1,554 567
142 142 142 142 142 98 -
12,710 12,710 12,510 12,365 12,365 5,570
8,893,630 7,829,867 8,144,612 7,253,799 6,948,438 3,552,006 1,894,891 1,070,697 401,701
7,615,729 6,977,918 7,200,045 6,521,102 6,163,592 3,050,225 1,703,960 982,341 286,812
<gF2> <gE2> <E2> 732,696 784,846 501, 781 190,931 88,356 114,889
1,271,901 851,949 944,567 <F3> - - - - - -
6,507,533 6,176,012 5,965,883 6,185,694 3,361,366 1,978,843 1,443,683 1,085,280 679,129
6,245,405 5,964,216 3,448,018 4,039,498 3,264,725 1,932,600 1,412,316 1,071,636 615,670
<E2> <E2> <FE2> 125,086 96, 640 46,243 31,367 13,644 63,459
262,128 211,795 2,517,865 2,021,109 - - - - -
2,386,097 1,653,856 2,178,729 1,068, 105 3,587,072 1,573,163 451,208 (14,583) (2717,428)
1,714,417 1,674,884 1,451,731 923,161 584,781 530,401 481,565 410, 165 364,866
671,680 (21,028) 726,998 144,944 3,002,291 1,042,762 (30,357) (424,748) (642, 294)
240,790 496,324 402,487 620,437 458,846 431,176 418,007 249,551 216,044
23,464 48,025 24,752 328,247 5,204 2,901 17,442 146,230 (149)
217,326 448,298 317,735 292,190 453,641 428,276 400, 565 103,321 216,193
889, 006 427,270 1,104,733 437,134 3,455,932 1,471,038 370,208 (321,427) (426, 101)




=dbiEig 120385 (FAAF) REER P
2 0 O 6 ﬂzﬁj%ﬁﬁ Taipei 120" Anniversary Commemorative Ticket (West Gate)

REE ol Db o SHTER  2004.11.15

(96) W% 7550600259657
SALARRIEER G ERAF A% :

BILRREERGAERAFRRBEATAFERNATNEFEFZH=+—HZ
fEAER  BREATHEFERNTNUE—F—HE+H=+—HZi#E*%
CETHREHRRASRER - ERAGIHAIEMRE - LHMBEHRRZ
B (REHME BT - AFTEZ BRI HRB SRS RV G HRRE
TEA . BATFRERETHE RRERE —BI S L EERAERA
q - HETRYIZ & BR  RMREZAFIMEEEAME AT SR 2 B R R E
M - NEEHAIE R EZM B HE  RELTHFEE KRR KB E A
AT AR 2 I B iR P88 2 & W s & R 5 162,87 LT 7T K 2,999 ¢
BERBENTOELNATUET T H =1+ — HZRIRERESRES R G
117419770 5 95,5321 7T °

ARG ETER R " AT S S B RASR] ) R ERE R RE
STHEHI BN T ERZ LI - DIGHEEEMBHRFTARELATERE - HWEE
B L FEED A R B iR Ry e R e B B IH B EE 8 - 5
EH SR BRI ER A Z G e R R R AT E R G atdEt - BRI 5
HRBEAZFE - AGEHAIEE RS LIE R HE MG AT E S T H A
FnZ BRBHGEHZARE -

WARGHIZER - BERAGH M EZAER L E MG AL RS
BT B RRA A E R A EAKR "rEghE) - TREEgITRE
HER ) RPERBE B ARG FARSE - EUAERESILAREERHOH
RARIRBINATERAUEFTZH=+—HZMERR - EREJTRE
FEA+HNE—-B—HE+ B =+—HZRERRER ST E -

WA B ERERMTEE =ik - IR REEERAGERA R EHRBENL -+ RFE—H
—HilE - SRR A & ERI A = VU T SRS G aT R B YE
Hl ) RE=H5 T SR REMIEE - HefmmLFrER R -

BILRFRIEER G ERAFREN T HEEM FHE - EREHEItm
FATREETIE » B EAG R B SRR A — -

Wy

=
=
=
)
é_

Report of Independent Accountants

To the Board of Directors and Shareholders of Taipei Rapid Transit Corporation

We have audited the accompanying balance sheets of Taipei Rapid Transit Corporation as of
December 31, 2006 and 2005 and the related statements of income, of changes in stockholders’
equity, and of cash flows for the years then ended. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements based on our audits. We did not audit the 2006 and 2005 financial
statements of Taipei Smart Card Corporation, long-term investment accounted for under the
equity method, which statements refect investment balance of $117,419,000 and $95,532,000 as
of December 31, 2006 and 2005, respectively, and the related investment income of $2,871,000
and $2,999,000 for the years then ended. These financial statements were audited by other
auditors, whose report thereon has been furnished to us and our opinion expressed herein, insofar
as it relates to the amounts included for Taipei Smart Card Corporation is based solely on the
report of the other auditors.

We conducted our audits in accordance with the “Rules Governing the Examination of Financial
Statements by Certified Public Accountants” and generally accepted auditing standards in
the Republic of China. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits and the report of the other auditors provide a reasonable
basis for our opinion.

In our opinion, based on our audits and the report of the other auditors, the financial statements
referred to above present fairly, in all material respects, the financial position of Taipei Rapid
Transit Corporation as of December 31, 2006 and 2005, and the results of its operations and
its cash flows for the years then ended, in conformity with Business Entity Accounting Law,
Regulation on Business Entity Accounting Handling and generally accepted accounting
principles in the Republic of China.

As described in Note 3, effective January 1, 2006, Taipei Rapid Transit Corporation adopted the
newly released Statement of Financial Accounting Standards No. 34 “Accounting for Financial
Instruments” and No. 36 “Disclosure and Presentation for Financial Instruments”.

The 2005 financial statements were also examined by the Taipei Municipality Audit Division.
Please refer to Note 21.

March 26, 2007

The accompany financial statements are intended only to present the financial position, results of operations and cash flows in accordance with accounting
principles and practices generally accepted in the Republic of China and not those of any other jurisdictions. The standards, procedures and practices
to audit such financial statements are those generally accepted and applied in Republic of China. For the convenience of readers and for information
purpose only, the auditors’ report and the accompanying financial statements have been translated into English from the original Chinese version prepared
and used in the Republic of China. In the event of any discrepancy between the English version and the original Chinese version or any differences in
the interpretation of the two versions, the Chinese-language auditors’ report and financial statements shall prevail. Whilst every effort has been made to
provide an accurate translation, PwC cannot accept any liability for the use of, or reliance on, the English translation or for any errors or misunderstandings
that may derive from the translation.



BERER TAIPEI RAPID TRANSIT CORPORATION BALANCE SHEETS

RE954 94412 H31 H Balances of 2005 were examined by the Taipei Municipality Audit Division
B 1 AT Expressed in thousands of New Taiwan dollars
LA
1 s T L ASSETS Aot % Amomt %
MENEE Current Assets

B4 (fFEEm) 866,261 7 425,985 3 Cash and cash equivalents (Note $ 866.261 7 425.985 3

et R — s (Wi f}k)vailable-for-sale financial

i) 3,493,929 26 5,501,227 44 assets-current (Note 5) . 3,493,929 26 5,501,227 44

HEEEINE SMEE- D L el iRt 06ssl 2 s

(PRFEEA) 306,581 2 101,185 1 Receivables (Note 18)

WG (HFEE /O Notes receivable 38,976 - - -
e ST ) . . Accounts receivable-net 106,818 1 73,924 1
HECR 0 1 - R 1 Other receivables 112,315 1 111,720 1
Lt K 112,315 1 111,720 1 Inventories-net (Note 7) 1,689,183 13 1,779,103 14

7R (M) 1,689,183 13 1,779,103 14 Prepayments 174.291 1 180.572 1

TEAFRH 174.291 1 180.572 1 6.788.354 51 8.173.716 65

A E ST 6.788.354 51 8.173.716 65 Fund, investments and

£ ARSI " Hold to maturity fnancial

FRZEME Z SMRE-IF assets-non-current (Note 6) 1488984 11 1517221 12

B (M) 1,488984 11 1517221 12 Long-term equity investments

SR B (IR 127807 1 105511 1 ey rsr w0ssi
HERIE KB SR 1.616.791 12 1.622.732 13 1.616.791 12 1.622.732 13

BE&EE (KEEn) Fixed Assets (Note 9)

7 R JR 5 32,959 - 34,192 - Buildings and improvements 32,959 - 34,192 -

PR B a2 il 504,051 4 546,345 4 Machinery and equipmen 504,051 4 546,345 4

23 BB R 1,264,295 9 89,626 Transportation equipment 1,264,295 9 89,626

fHIER 54,709 - 57,115 - Miscellaneous equipment 54,709 - 57,115 -

TSR 877,406 7 938,993 8 Leasehold improvements 877,406 7 938,993 8

A o [ i 1.815.664 14 860,397 7 Construction in progress and
EEEEss 4.549.084 34 2.526.668 20 prepayments 1.815.664 14 860.397 7

EmREE (L) 285,727 ) 148.937 ! - 4.549.084 34 2.526.668 20
_ Intangible assets (Note 10) 285.727 2 148937 1
AfHE Other assets

(PSR (Rt 134 - 10811 i Miscellaneous assets (Note 11) 3,134 - 10,811 -

BEHE (W= +1 Deferred assets (Notes 12, 14 ’ ’

KA73) 74.522 1 70.913 1 and 16) 74.522 1 70913 1
HAth & E G 77.656 1 81.724 1 71656 1 81.724 1

BEMS 13317612 100 12553777 100 TOTAL ASSETS $ 13317.612  _100 12553777 100




BERER TAIPEI RAPID TRANSIT CORPORATION BALANCE SHEETS

Balances of 2005 were examined by the Taipei Municipality Audit Division

EB954 K 94412 H31H
B ST Expressed in thousands of New Taiwan dollars
F12H (94%#%2%31%
ar e 954E12H31H FHaT R 2006 2005
E1§&H§'i* £y & H % & #H % ASSETS Amount % Amount %
mENBME LIABILITIES AND
i 208 STOCKHOLDERS' EQUITY
AR $ 12,913 s 19.777 - Current Liabilities
FERTFRERR (EES) 131,397 1 94,088 1 Accounts payable ; $ 12,913 - 19,771 -
. oy = Income tax payable (Note 16) 131,397 1 94,088 1
JEMER (MEE=R40) 1,065,610 8 1,040,177 8 Aeaistl ot ol 16
HLAhFE (TR0 52,335 1 166,124 1 and 18) 1,065,610 8 1,040,177 8
JERH R (/1) 317772 2 99742 __1 Other payables 52.335 1 166,124 1
S ROEG 1,580,027 12 1419908 11 Receipts under custody (Note
’HWZQ?MT;JLU ’270’660 _2 222951 2 18) . 2 29.742 .
L%tgjé{ﬂ*if 1 850‘687 14 1 642,859 13 1,580,027 12 1,419,908 il
= Hﬂﬂig {; s ] o Unearned revenue (Note 18) 270.660 2 222951 2
8 j 1.850.687 14 1.642.859 13
FHAE -
s e Long-term liability
JEEHRBREEE (HEE+Y) 358.433 160221 1 Accrued pension liability
Ripafss 358.433 160221 1 (Note 14) 358.433 160.221 1
Hit&1E 358.433 160.221 1
HIHEE Other liabilities
FARES 218,847 2 180,537 2 Miscellaneous liabilities
Hithefk 22,779 - 16,514 - Deposits in 218,847 2 180,537 2
Ht&aE &5 241,626 2 197051 __ 2 Other liabilities — others 22.779 = 16.514 5
B EREET 2,450,746 18 2.000.131 16 241.626 2 197,051 2
RS Total liabilities 2.450.746 18 2.000.131 16
B 9,354,100 70 9,354,100 75 Stockholders’ equity
REIEEs (ME+F) Common stock 9,354,100 70 9,354,100 75
CfeiR R E B 585,146 518,359 4 Re[t\ained e?rniggs (Notg1 15)
. ppropriated retaine
AT CREE BB 858,042 681,187 5 earnings 585,146 4 518,359 4
FE R HAMTHH Unappropriated retained
o BTG H SR B (S 1 B } earnings ) 858,042 7 681,187 5
%%ﬁl’ﬁnui’iﬁfﬂfﬁﬁ Qi 69578 __1 Unrealized gain or loss on
e Tar 10.866.866 82 10.553.646 84 financial assets (Note 5) 69.578 1 - =
EAKERBEEIE (i Total stockholders’equity 10.866.866 82 10.553.646 84
—+)
Commitments and
Contingencies (Note 20)
TOTAL LIABILITIES AND
BERYEI RS $ 13317612 _100 $ 12.553777 _100 STOCKHOLDERS’ EQUITY $ 13317.612 100 12.553777 _100
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STATEMENTS OF INCOME
Balances of 2005 were examined by the Taipei Municipality Audit Division

B 1 AT Expressed in thousands of New Taiwan dollars

94
954FfE (FFEETH) 2006 2005
& #H % & A % Amount % Amount %
EERIA Operating revenues
SN $ 8,368,732 85 7,789,059 85 Fare revenues 8,368,732 85 7,789,059 85
e - Other operating revenues
E{mﬁﬁﬂﬁj\‘( Ui A, 1.492.518 15 1.415.499 15 (Note 18) 1492518 15 1.415.499 15
é%%kéa+ 9.861.250 100 9,204,558 100 . 9.861.250 100 0.204.558 100
EERAMEFFTERTN) Operating costs
e (Notes 17 and 18)
AR A ( 6,785,522) ( 69) ( 6,453,026) ( 70) T .
A S A ( 256.799) ( 3 ( 250.637) ( 3 Oralllnsportam?n costs ( 6,785,522) ( 69) ( 6,453,026) ( 70)
R L3 ( 7.042.321) ( 7 6.703.663) ( 73) ther operating costs ( 256.799) ( 3) ( 250.637) ( 3)
e 2 2.818.929 28 2.500.895 27 e i ( 7.042.321) ( 72) ( 6.703.663) ( 73)
» - ross profi 2.818.929 28 2.500.895 27
1T ( 869,829) ( 9 ( 842,129) ( 9) (Notes 17 and 18)
B ( 581,441) ( 6) ( 526,672) ( 6) Selling ( 869,829) ( 9) ( 842,129) ( 9)
gtk ( 414,696) ( 4) ( 388,986) ( 4) Operating outlay ( 581,441) ( 6) ( 526,672) ( 6)
Hofth g 522 ( 128.497) ( 1) ( 110,767) ( 1) Administrative ( 414,696) ( 4) ( 388,986) ( 4)
BEERGET ( 1.994.463) ( 20) ( 1.868.554) ( 20) Other operating expenses ( 128.497) ( D ( 110.767) ( 1)
B ER| 824,466 ( 8) 632,341 7 ( 1.994.463) ( 20) ( 1.868.554) ( 20)
EEIMIA K F) S Operating income 824.466 ( 8) 632.341 7
Cup I UN Non-operating income
FIEIA 52,808 = 58,822 1 Financial income
FRRE R R E I B W 2 Interest income 52,808 - 58,822 1
- ) i nvestment income
(HIEE/) 3,281 2978 accounted for under the
I ON 2,166 = 1,386 = equity method (Note 8) 3,281 - 2,978 -
MHE A 507 - 236 - Dividend income 2,166 - 1,386 -
e veilfas 70,590 1 99,892 1 Rental revenue 507 - 236 -
SHAR 53 - 207 = Gain on disposal of assets 70,590 1 99,892 1
HpeEsesMO (HFEEH/O) 96.479 1 56,180 - Exchange gain 53 - 207 -
BRI RAS S 225.884 2 219,701 2 %hfr Illg;l-omratmg income 06 470 | s 150
o ote ] . ;
EXEINEBRRER .
o Total non-operating income 225.884 2 219.701 2
W&
Non-operating expense
I ( 84) K 47) i o o ) Ll
inancial expense
Ll b s ¢ AT) i - _ Interest e ppense ( 84) ( 47)
9 X = -
HAnEZEIMEH] ( 1.606) = ( 2.121) - Allowance for inventory
BEINE AR AT ( 30.147) o ( 2.168) B obsolescence ( 28.,457) - - -
b y=ETp AN 1,020,203 10 849,874 9 Other non-operating expense ( 1,606) - ( 2.121) -
48 =y Total non-operating
Pma%ﬁ%ﬁﬁ(ﬂﬁﬁﬂ-/\) ( 223.734) ( 2) ( 182.005) ( 2) expenses ( 30.147) K 2.168) )
AR $ 796.469 8 667.869 J Income before income tax 1,020,203 10 849,874 9
Income tax expense
(Note 16) ( 223.734) ( 2) ( 182.005) ( 2)
Net Income 796.469 8 667,869 7
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HAL - et
" B B &%
% & Hhn m R B FRMAE & s
9AEE
9}%%1))% THERR CHRIE® ¢ 9354100 § 446488  § 726880  § - $10,527,468
OIEERERTR I R AT -

RIEFERATE - 71,871 (  71.871) . -

3R <3 R - - ( 641,691) - ( 641,691)
OAE NS - - 667.869 - 667.869
DA TIZJSTRERE (T g 9354100 5518350 s 681187 § . $10.553.646

95FE
9%5.%1))%15@%5 (FEE  § 9354100 $518359 681187 8 - $10,553,646
QAE FE R BRI R A T ¢

EEEERATE - 66,787 (  66,787) -

TR F - - ( 552,827) - ( 552,827)
9SHE RS - - 796,469 - 796,469
@fi%ﬁ%iﬁ%ﬂ%ﬁ%iﬁ%ﬁ?ﬁ ) ) . 50,562 50,562
o
95412531 HERAH $ 9.354.100 $ 585.146  $ 858.042 $ 69.578  $10.866.866

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
Balances of 2005 were examined by the Taipei Municipality Audit Division

Expressed in thousands of New Taiwan dollars

Retained Earnings

Appropriated
Common Retained  Unappropriated
Stock Earnings  Retained Earnings

Unrealized
gain
or loss on
financial
assets Total

Balance at January 1, 2005

Appropriations of 2004 net income:

Legal reserve

Cash dividends

Net income for 2005

Balance at December 31, 2005

Appropriations of 2005 net income:

Legal reserve

Cash dividends

Net income for 2005

Change on unrealized gain on
available-for-sale financial assets

Proportional adjustments for
investee companies' unrealized

loss on available-for-sale
financial assets

Balance at December 31, 2006

$9,354,100 $ 446,488 $ 726880 $ - $10,527.468
- 71871 (  71871) - -
- -( 641,691) -( 641,691)
- - 667.869 - 667.869
$ 9.354.1008 518359 $ 681.187 $ - $10.553.646
- 66787 (  66,787) - -
- -( 552.827) -( 552.827)
- - 796,469 - 796,469
} i - 50,562 50,562
} - - 19.016 19.016

$9.354,100 $ 585.146 $ 858.042 $ 69.578 $10.866.866




STATEMENTS OF CASH FLOWS

EF9SHER4E1H1IHEI2H31H Balances of 2005 were examined by the Taipei Municipality Audit Division

B ¢ M Expressed in thousands of New Taiwan dollars

2006 2005
954 /& Q44T & Amount Amount
EEITBEERE Cash flows from operating activities:
AHFF] 796,469 667,869 Net income 796,469 667,369
—— Adjustments to reconcile net income
AAEEEE to net cash provided by operating
TRV R IR K % 3,410 5 activities:
TR TE e N 72,266 158,740 Provision for allowance of bad debts 3,410 =
e ~ Pk iR 327,659 313,031 Provision for reserve 72,266 158,740
fHEEH 55,443 43,492 Depreciation and depletion 327,659 313,031
TR AL E ( 571) . Amortization 55,443 43,492
EHEERL (Fli) 1,368 ( 3,523) Reversal of deferred liabilities 571) =
Loss (gain) on disposal of fixed
H
;;ﬁﬂﬁ o (0 ( Si2200) lopteis assets 1,368 ( 3,523)
f}nﬁb%@\ﬁi‘ () I ( 4,720) 7,884 Other 3081) 1768
i B & FHE 296,240 8,352 Net (increase) decrease in current
SRALE T R ( 6.880)  ( 7.694) assets 4,720) 7.884
TR ST A 1.537.403 1.189.919 Net increase in current 1jabi1ities 296,240 8,352
. . Net change of deferred income tax
YEEEIZIEERE assets ) ' 6,880) ( 7,694)
BN BRI AT (35) 2,161,533 ( 516,387) Net cash provided by operating
S T R 298,000 510,366 Cach ﬂactlvtles . ; i 1,537.403 1,189.919
S B 2 o e T SR ash flows from investing activities:
B E R R 100 50 Net decrease (increase) in available-
SENEL & R R HARENGR ( 591,183) ( 156,184) for-sale financial assets 2,161,533 ( 516,387)
; ey i S e e Decreases in fund and long-term
B 2 7 FORAE .
EELEE R ( 2.439482) ( 437.862) receivables 298,000 510,366
W EE M HMEREF (B) W ( 17.953) ( 82.071) Decreases in fixed assets and deferred
REEE PR ST ( 588.985) ( 682.088) ?Ssets NP P S 1o 0
s e ncrease in fund and long-term
ME SR RERE receivables 591,183) ( 156,184)
Hith & Egg 44,677 11,645 Increase in fixed assets and deferred
- - asset 2,439,482) ( 437,862)
=/l B} . .. .
it ( 125:87:4) Net (increase) decrease in intangible
ceyeEAiEal ( 552.819) ( 641,691) assets and other assets 17.953) ( 82.071)
RSB SR S ( 508.142) ( 753.920) Net cash used in investing activities 588.985) ( 682,088)
B () 1 440,276 ( 246,089) Cash flows from financing activities:
U 425,985 672,074 Net increase in other liabilities 44,677 11,645
AR < 866.261 425,985 Decrease in long-term liabilities - ( 123,874)
Cash dividends 552.819) ( 641.691)
Net cash used in financing activities 508.142) ( 753.920)
Net increase (decrease) in cash 440,276 ( 246,089)
Cash at beginning of year 425,985 672.074
Cash at end of year 866.261 425.985
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STATEMENTS OF CASH FLOWS
Balances of 2005 were examined by the Taipei Municipality Audit Division

Expressed in thousands of New Taiwan dollars

2006
Amount

2005
Amount

95IEE Q44

HEREEAZERBE

AR A FE 84 47

EAZ AT TSR 193.305 237,765
R BRSREZREEE

TEEE e E R A 2,351,531 $ 499,814

ik - AR IERT 3R ffak - ( 88,420)

A E 469) ( 215)

hn s BARIRERT B Rk 88.420 26.683

EN R g 2.439.482 $ 437,862

Supplemental disclosure of

cash flow information:

Cash paid during the year for:

Interest
Income tax

Partial disclosure of cash

flow information

Acquisition of fixed assets and deferred

assets

Less: payables on fixed assets at end of

year
donated assets

Add: payables on fixed assets at

beginning of year
Cash paid

84 47

193.305 237,765

$ 2,351,531 499,814
- 88,420)

( 469) 215)
88.420 26,683

$ 2,439.482 437.862
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—  HAfeE

(—) AAFEIRREBISIFTH2THHER L - REXIGFER - BiEISF12AH
31HIEEWE AR $9,354,100 - FEEZEIEH B A REERARIKE
EORZET  RRRERME EEM O BEMNFERES  OEEE BSh
& - AH - 8UE - BIREEMEESEG RS - KAREEZ FEZY
ERAEALTEF A - 2R H REI90F3 H 2 REI99F12H I -

(=) BB R AR TR T3.75% L EERR -

(=) BERBI9SERIAF12H31HIE » KAFE T AHS 553,356 %
3,118 A -

— - EETEGR
ARNFEIRNEESE  GitmE kU HRERERBFREH B EEE
PEBEMAISHESHE - SERENARETBEILTHET R LEF
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Taipei 120" Anniversary Commemorative Ticket (East Gate)
E24THHEP : 2004.10.25

DECEMBER 31, 2006 AND 2005

(Expressed in thousands of New Taiwan dollars except as otherwise indicated;
balances of 2005 were examined by the Taipei Municipality Audit Division and reclassified in
accordance with Financial Accounting Standards No. 34 and No. 36 )

1. HISTORY AND ORGANIZATION

The Company was incorporated in the Republic of China (“ROC”) as a company limited by
shares on July 27, 1994. The Company’s registered and issued capital at December 31, 2006
amounted to $9,354,100. The major business activities of the Company include the provision
of public rapid transit services, public rapid transit business consulting service, sales of
general merchandise, advertising, and the leasing of signboards and parking lots. Major
operating properties of the Company are leased from the Taipei City Government and the
lease term covering the period from March 2001 to December 2010.

The Taipei City Government owns 73.75% of the Company’s outstanding shares.

As of December 31, 2006 and 2005, the Company had 3,356 and 3,118 employees,
respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
As a government operated enterprise, accounting and financial statements are prepared in
accordance with the laws and regulations issued by the government. The accounts are subject
to annual examinations by the Taipei Municipality Audit Division (TMAD), Department
of Audit. Matters not provided therein shall be treated in accordance with Business Entity
Accounting Law, Regulation on Business Entity Accounting Handling and accounting
principles generally accepted in the Republic of China. The summary of significant
accounting policies is as follows:
1) Criteria for classifying assets and liabilities as current or non-current items
A. Assets that meet one of the following criteria are classified as current assets; otherwise
they are classified as non-current assets:

(1) Assets arising from operating activities that are expected to be realized or consumed,
or are intended to be sold within the normal operating cycle;

(2) Assets held mainly for trading purposes;

(3) Assets that are expected to be realized within twelve months from the balance sheet
date;

(4) Cash and cash equivalents, excluding restricted cash and cash equivalents and those
that are to be exchanged or used to pay off liabilities more than twelve months after
the balance sheet date.

B. Liabilities that meet one of the following criteria are classified as current liabilities;
otherwise they are classified as non-current liabilities:

(1) Liabilities arising from operating activities that are expected to be paid off within the
normal operating cycle;

(2) Liabilities arising mainly from trading activities;

(3) Liabilities that are to be paid off within twelve months from the balance sheet date;

(4) Liabilities for which the repayment date cannot be extended unconditionally to more
than twelve months after the balance sheet date.



(Z) INEZR 5
LARLF LG RECIRERL - SMERZZIERZZE H ZHHERT R S8 A
i > HEAEERTHR 2R fvER - S E SRR -
2HIREINE BRI E E R AR - HBEERERH ZHHE R EAE -
AR E A L SR Y Ry E £ R -
(=) feftHEEMEE
LR B H&ET - RIFIGRES I - R Rl st LA EESE - WNEHRE.2
2.t EERMEE RN HEERME - BHEEEEY MR ERFEEE
R AR BEBR N SR EERRYIE - FIAEIER - b/ DRSS - PR
E& MFtERRUEEAER QLT R IRER N HEE - FERiES
RUBERERAZEEFEEEERHEE -
3EREBZEFEER - NREIRIEESL - AREIRRESERD - B
mnZ IR 28 - REY R I R s AR R H B E RS e L AR 2
EUBRERES R R A C AR - AT DL ERS Ry B iR -
4. RE94F 12H31 H &) AR G R BEF IR = -
(M) FFERFWHMEE
LR G A&t > RIFLGEFRSIR - AR A HEEER - WHNETIRZR
DA -
2. 5778 22 H G R & (RO BRI A i & -
3EARMBLFEER - QEETIRIEEL - HREHIH RS SR - 25
SRR R B A AR - Al DUEENEEY R E R - REEEN IR
BEARARFEIIRIEE I T L HEH R -
4. RE94F 12H31H &) LARTF R Z Gt i BRI L= -
(F1) FEHIREK
FRIAI e Al B ST 15 T 38 A2 2 LR K $2 e EAERET R TR E Ry AIRELRE -
MREANE—FLANES - IR ERIIEZREANA - AIMEITHRERHE -
(7)) {2 IR
AR IR AR R T IR A RIR 2GR - EEESFERHEREE - EIUR
AESTAEE 2RI BT R ERTREN: - T DARFEEES -
(&) #8
PRAKTEEREH] - PR DLE RS AT AIREERE - BAZ A RRB BT -
RAF BRI SRR PR R R RR S - MEERECAR BT B ERHE -
PEER R A T R - (RERHEER RS - DIEERA T THE -
V) SR HEC RIIRERE
FAEWHRE AR A RRIERGHAE20% L EEEEERVENE - SR

A¥E -

2) Translation currency transactions

(1) The Company maintains its accounts in New Taiwan dollars. Transactions denominated
in foreign currencies are translated into New Taiwan dollars at the spot exchange rates
prevailing at the transaction dates.

(2) Receivables, other monetary assets and liabilities denominated in foreign currencies are
translated at the spot exchange rates prevailing at the balance sheet date. Exchange gains
or losses are recognized in profit or loss.

3) Available-for-sale financial assets

(1) Available-for-sale financial assets are recognized using trade date accounting and are
initially stated at fair value plus transaction costs that are directly attributable to the
acquisition of the financial asset.

(2) The financial assets are remeasured and stated at fair value, and the gain or loss
is recognized in equity, until the financial asset is derecognized, at which time the
cumulative gain or loss previously recognized in equity shall be recognized in profit or
loss. The fair value of listed stocks and OTC stocks and closed-end mutual funds are
based on latest quoted fair prices of the accounting period. The fair values of open-end
and balanced mutual funds are based on the net asset value at the balance sheet date.

(3) If there is any objective evidence that the financial asset is impaired, the cumulative loss
that had been recognized directly in equity shall be transferred from equity to profit or
loss. When the fair value of an equity instrument subsequently increases, impairment
losses recognized previously in profit or loss shall not be reversed. When the fair value
of a debt instrument subsequently increases and the increase can be objectively related
to an event occurring after the impairment loss was recognized in profit or loss, the
impairment loss shall be reversed to the extent of the loss recognized in profit or loss.

(4) The accounting policies before December 31, 2005 are described in Note 3.

4) Held-to-maturity financial assets

(1) Held-to-maturity financial asset is recognized or derecognized using trade date
accounting and is stated initially, at its fair value plus transaction costs that are directly
attributable to the acquisition of the financial asset.

(2) The financial assets are carried at amortized cost.

(3) If there is any objective evidence that the financial asset is impaired, the impairment
loss is recognized in profit or loss. If the fair value of the financial asset subsequently
increases and the increase can be objectively related to an event occurring after the
impairment loss was recognized in profit or loss, the impairment loss shall be reversed to
the extent of the loss previously recognized in profit or loss.

(4) The accounting policies before December 31, 2005 are described in Note 3.

5) Accounts receivable

Accounts receivable: claims resulting from sale of goods or services. The fair value of

accounts receivable shall be calculated based on the imputed interest rate. Accounts

receivable which is collectible within one year, and where the difference between the fair
value and the value at maturity is insignificant and trading is also frequent, the accounts
receivable need not be measured at fair value.

6) Allowance for doubtful accounts
Allowance for doubtful accounts is provided based on an evaluation of the collectibility and
aging analysis of notes and accounts receivable at the balance sheet date.

7) Inventories

Inventories are state at cost, which is determined using the moving-average method. After

providing for inventory obsolescence on slow-moving items, ending inventories other than

slow-moving items are valued at the lower of cost or market value using the aggregate value
method. Market value of inventories is determined using the replacement cost.
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8) Long-term equity investments accounted for under the equity method
Long-term equity investments in which the Company holds more than 20% of the investee
company’s voting shares or has the ability to exercise significant influence on the investee’s
operation decisions are accounted for under the equity method.
9) Fixed assets
Fixed assets are stated at cost. Interest incurred during the construction or installation of the
assets is capitalized. Maintenance and repairs are charged to expenses when incurred; major
additions, renewals and improvements are capitalized.
Capital leases are capitalized at the present value of all payments and lease obligations
payable thereon.
Depreciation is provided using the straight-line method over the estimated minimum useful
lives of the assets regulated by Directorate General of Budget, Accounting and Statistics,
Executive Yuan, R.O.C. Leasehold improvements are depreciated based on the shorter of
the lease term or the estimate useful lives. The estimated useful lives are 2-15 years for the
major fixed assets except for buildings which is 30 years. Gain or loss on disposal of fixed
assets is recognized as non-operating income or loss.
10) Intangible assets
The cost of computer software is capitalized and amortized under the straight-line method
over the estimated useful lives of the assets.
11) Revenue costs and expenses recognition
Fare revenues are recognized when service has been provided. Advertising revenues from
stations and carriages are recognized in accordance with the terms of the contracts. Rental
revenues from MRT kiosks, underground shopping malls, and base for mobile phone
facilities are accounted for in accordance with the terms of the leases. Cost and expenses
are recognized incurred.
12) Provision for pension and severance liabilities
Under the defined benefit pension plan, net periodic pension costs are recognized in
accordance with the actuarial calculations. Net periodic pension costs include service cost,
interest cost, expected return on plan assets, and amortization of unrecognized net transition
obligation and gains or losses on plan assets. Unrecognized net transition obligation is
amortized on a straight-line basis over 22 years. Under the defined contribution pension
plan, net periodic pension costs are recognized as incurred.
13) Income tax
(1) The Company adopted R.O.C. SFAS No. 22, “Accounting for Income Tax”, whereby
deferred tax assets and liabilities are recorded under the asset and liability method with
respect to temporary differences, tax losses available to be carried forward and income
tax credits. A valuation allowance is then provided for deferred tax assets to the extent
that it is more likely than not that the tax benefits will not be realized. Deferred tax
assets and liabilities are divided into current or non-current accounts according to the
classification of its related liability or asset or based on the expected length of time
before it is recovered.
(2) In accordance with R.O.C. SFAS No. 12, “Accounting for Investment Tax Credits”
, investment tax credits resulting from the expenditures for acquisition of machinery
or technology, research and development, and employee trainings are recognized as
incurred.
(3) Over or under provision of prior years’ income tax liabilities are included in current
year’s income tax expense.
(4) An additional 10 percent corporate income tax is levied on the unappropriated retained
earnings. The income tax expense is recognized after the closing of the annual
stockholders’ meeting.
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(5) Effective January 1, 2006, the Company adopted the “Income Basic Tax Act”. If the
amount of basic tax is greater than the amount of regular income tax, in addition to the
amount is included in current year’s income tax.

14) Use of estimates

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statement, and reported amounts of revenue, cost of revenue and
expenses during the reporting period. Actual results could differ from those estimates.

15) Impairment of non-financial assets

The Company recognizes impairment loss when there is indication that the recoverable
amount of an asset is less than its carrying amount. The recoverable amount is the higher
of the fair value less costs to sell and value in use. The fair value less costs to sell is the
amount obtainable from the sale of the asset in an arm’s length transaction after deducting
any direct incremental disposal costs. The value in use is the present value of estimated
future cash flows to be derived from continuing use of the asset and from its disposal
at the end of its useful life. When the impairment no longer exists, the impairment loss
recognized in prior years shall be recovered.

3. CHANGES IN ACCOUNTING POLICY AND THE EFFECT

1) Impairment of non-financial assets
Effective January 1, 2005, the Company adopted R.O.C. SFAS No. 35, “Accounting for
Asset Impairment”. The adoption of SFAS No. 35 has no effect on the 2005 financial
statements for the year ended December 31, 2005.
2) Financial instrument
(1) Effective January 1, 2006, the Company adopted R.O.C. SFAS No. 34, “Accounting
for Financial Instruments”, and No. 36, “Disclosure and Presentation of Financial
Instruments”. The Company has reclassified certain accounts on December 31, 2005
based on its holding purposes and abilities in accordance with SFAS No. 34 and No. 36.
(2) The accounting policies before December 31, 2005 are as follows:
A. Short-term investments
Short-term investments are stated at the lower of cost or market value. Cost is
determined by the moving-average method. The market value of open-end fund is
based on the net asset value at the balance sheet date. The market values of listed
securities and closed-end fund are determined based on the average closing prices of
the last month of the period. The market values of government bonds and corporate
bonds are based on market values provided by the Over-the Counter Securities
Exchange in the R.O.C.
B. Long-term investments
Long-term bond investments are stated at cost net of amortization of discount or
premium. The discount or premium on debentures is amortized over the life of the
bonds under the straight-line method.

(3) As a result of the adoption of SFAS No. 34 and No. 36, total assets increased by
$69,578 and total net assets increased by $69,578 as of December 31, 2006. However,
these changes had no significant effect on the net income for TMAD, the year ended
December 31, 2006.



m-RE 4. CASH AND CASH EQUIVALENTS

95 12H31H 94 12H31H December 31, 2006 December 31, 2005

EHS - TEHHE T EFR $ 186,261 $ 47,485 Petty cash, checking accounts and demand $ 186,261 $ 47485
EHE 680.000 378.500 deposits

$ 866.261 $ 425985 Time deposits 680,000 378,500

$ 866,261 $ 425985

RRIOAE12H31 HZ BRI - Huf1s3 S00SREL (R B e/ F BB B F R
RAFEHEA SR FSETERETS - KIEEEEE "L em
HHE-VE) ) RHEVE T > HASEFRE RS - FTEAE - (DIRF] " Bid ., RHEE
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As of December 31, 2005, a time deposit in the amount of $3,500, was restricted in
connection with a dispute with Chi-Yun Ton-Shan International Co., Ltd and have been
reclassified to “Other financial assets-current”. Under the examination of TMAD, the
amount was not reclassified and was stated under “Cash”. Please refer to Note 18.

- R ETMEE—RY 5. AVAILABLE-FOR-SALE FINANCIAL ASSETS-CURRENT

95%12H31H 94%12H31H
2RI $ 3,364,920 $ 5,374,057 December 31,2006  December 31, 2005
EitEA TS 78.447 127.170 Certificates of beneficial interest $ 3,364,920 $ 5,374,057
3,443,367 5,501,227 Listed stocks 78,447 127,170
fi it HH S <l & o e ST A R 50,562 - 3,443,367 5,501,227
$ 3.493.929 $ 5.501.227 Unrealized gain or loss on financial assets 50.562 -
$ 3.493.929 $ 5.501.227

FEEMREAMEE T ZERMEMREHE$69,578 - BEANFERRYIHHHER
Rl E R AR R 850,562 K R ik LLBIRES IR E A F it B E R E B

As of December 31, 2006, the unrealized gain or loss on financial assets of $69,578
included the Company’s unrealized gain on available-for-sale financial assets of $50,562
and proportional adjustments for investee companies’ unrealized loss on available-for-sale

i S E)$19,016 © .
financial assets of $19,016.
N FREIHEEMEE 6. HELD-TO-MATURITY-FINANCIAL ASSET
954£12H31H 94F12H31H December 31, 2006 December 31, 2005
TREhTEE - Current:
INFEIE $  306.581 $ 101.185 Corporate bonds $  306.581 $ 101.185
306.581 101,185 306,581 __101.185
JERENEH Non-current:
U ANE 51,617 52,547 Government bonds 51,617 52,547
INEE 1.437.367 1.464.674 Corporate bonds 1.437.367 1,464,674
_ 1.488.984 _ 1.517.221 _1.488.984 _1.517.221
$ 1.795.565 $ 1.618.406 $ 1.795.565 $ 1.618.406
t-#H 7. INVENTORIES-NET
95%E12H31H 94%12H31H
December 31, 2006 December 31, 2005
kst K R $ 1,730,961 $ 1,786,769 Materials and fuel $ 1,730,961 $ 1,786,769
EE=YE = 5,964 Materials in transit - 5,964
rnF & 2.609 2.301 Merchandise 2.609 2.301
1,733,570 1,795,034 1,733,570 1,795,034
AR B k= PN (__44.387) ( 15.931) Less: Allowance for inventory obsolescence (__44.387) (_ 15931)
$ 1.689.183 $ 1.779.103 $ 1.689.183 $ 1.779.103



N~ RS LAz RIS IR E 8. LONG-TERM EQUITY INVESTMENTS ACCOUNTED FOR THE EQUITY

95%12H31H 944 12H31H METHED
P& H] WRYIE B LB WA B LB
GILEERESE (B) A7 § 117419 28% $ 95532 28% December 31, 2006 December 31, 2005
REAEHERN () AF] 10.388 20% 9.979 20% Percelfltage Pefce;ltage
aal M M Investments Amount Own(z:rship Amount Own(é:rship
Taipei Smart Card Corporation
AR T B9 R 944 FEHRME it WL R 2 2 It 43 B 93,281 282,978 - (Isce . _ $ 117,419 20 B EBI 255
Metro Taipei Consulting Service 10.388 20% 9.979 20%
QAN TGRSR HE IR E AT — o ILEERER (R A RV 2R E R Ltd. (MTCS)
(PRI LM B B T AR 2 M R TS+ P B9S R OA%E I 43 BIZEYI § 127.807 $ 105511
R 252,871 752,999 1) Investment income on long-term equity investment accounted for under the equity
. method for the years ended December 31, 2006 and 2005 amounted to $3,281 and $2,978,
N BIEEE respectively.
9541231 2) Investment income of TSCC, accounted for under the equity method, was based on
. - . o o o the financial statements audited by other auditors. The investment income recognized
Vi Bdn g & & Gt o B Wk B @ 6 for TSCC for th ded D ber 31, 2006 and 2005 $2,871 and $2,999
or or the years ended December 31, an was $2, an ,999,
o e R 2R $ 37615 ($ 4,656) $ 32,959 respectively.
PP E i 1,099,926 ( 595,875) 504,051
A58 R g fid 1,372,040 ( 107,745) 1,264,295 9. FIXED ASSETS-NET
G 120,824 ( 66,115) 54,709 1) Property, plant and equipment
MHEMRSE 1,439,846 ( 562,440) 877,406
R EEEE 1.815.664 - 1.815.664 December 31, 2006
$ 5.885915 ($ 1.336.831) $ 4.549.084 Accumulated Net
Cost depreciation Book value
94412 H31H Buildings and improvements $ 37,615 ($ 4,656) $ 32,959
& E 4 F 6 g & 2R 2 r & &K mW & #H Machinery and equipment 1,099,926 ( 595,875) 504,051
Iz $ 37615 ($ 3,423) $ 34,192 Transportation equipment 1,372,040 ( 107,745) 1,264,295
Bk fie 1,017,062 (  470,717) 546,345 Miscellaneous equipment 120,824 ( 66,115) 54,709
A28 e e st g 166,485 ( 76,359) 89,626 Leasehold improvements 1,439,846 ( 562,440) 877,406
G 111,653 ( 54538) 57,115 Unfinished construction and
FH B 1360920  ( 421,927) 938,993 prepayments for business 1.815.664 i 1.815.664
RN EERE 860.397 - 860.397
$ 3.554.132 ($ 1.027.464) $ 2.526.668 $ 5.885.915 ($_1.336.831) $ 4.549.084
REI9SROAER MR - (AA AR AR § BARIEE Pecember 2. 2003 et
R - Ry PGE S AR T I S Bk S HEESS E R SR T F IR Cost depreciation Book value
Buildings and improvements $ 37,615 $ 3,423) $ 34,192
Machinery and equipment 1,017,062 ( 470,717) 546,345
Transportation equipment 166,485 ( 76,859) 89,626
Miscellaneous equipment 111,653 ( 54,538) 57,115
Leasehold improvements 1,360,920 ( 421,927) 938,993
Unfinished construction and
prepayments for business 860.397 . 860.397

facilities

$ 3.554.132 ($_1.027.464) $ 2.526.668
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954E12H31H 944E12H31H
RIS R A $ 131,325 $ 148,937
IRAER R G R AR 154.402 .
$ 285727 $  148.937
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LR -
+— - HIEEE
954£12H31H 944£12H31H
fEMGERIE — 3R $ - $ 7,332
FHRES 2,101 2,126
Hth 1.033 1.353
$ 3.134 $ 10.811
BERBSFI12A31HIE - BUGKIERT$26,414 » E2EIRYIHIERIE
SEIEEE
954E12H31H 944£12H31H
H MR A $ 9,814 $ 13,085
IRIEFT SR & 64.708 57.828
$ 74.522 $ 70,913
= - FEfEH
954£12H31H 944£12H31H
FEATHE f 884 $ 632,161 $ 548,422
JEfTE B 36,531 33,187
JREA~ e e (B R 83,157 77,638
eIk EE 70,751 120,736
JEAT HAthE R 243.010 260.194
$ 1065610 $  1.040.177
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2) In 2006 and 2005, the leasehold improvements were for MRT stations and the related
construction of Taipei Metropolitan Rapid Transit Systems (TMRTS) leased from the Taipei

City Government.

10. INTANGIBLE ASSETS

December 31, 2006

December 31, 2005

Computer software cost $ 131,325 $ 148,937
Deferred pension cost 154.402 -
$ 285,727 $ 148937

The Company purchased computer software for the ERP system in 2005. The cost is

amortized under a straight-line basis over 5 years.

11. MISCELLANEOUS ASSETS

December 31, 2006

December 31, 2005

Call receivables-net $ = $ 7,332
Deposits 2,101 2,126
Others 1,033 1.353

$ 3.134

3 10.811

As of December 31, 2006, an allowance for Call receivables in the amount of $26,414, was

provided fully.
12. DEFFERED ASSETS

December 31, 2006

December 31, 2005

Other deferred expense $ 9,814 $ 13,085
Deferred income tax assets 64.708 57.828
$ 74.522 $ 70913

13. ACCRUED EXPENS

December 31, 2006

December 31, 2005
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14.

Accrued salary and bonus $ 632,161 $ 632,161
Accrued rental expense 36,531 36,531
Accrued double-way fare discount for
transferring passenger between Metro and 83.157 83.157
bus 5 s
Accrued utilities expenses 70,751 70,751
Accrued other expenses 243,010 243,010
1.065.610 1.065.610

RETIREMENT PLAN

1) The Company has a non-contributory and funded defined benefit pension plan in accordance
with the Labor Standards Law, covering all regular employees. Under the defined benefit
plan, two units are accrued for each year of service for the first 15 years and one unit for
each additional year thereafter, subject to a maximum of 45 units. Pension benefits are based
on the number of units accrued and the average monthly salaries and wages of the last 6



AN FRNE R R SR AERRE AT - months prior to retirement. The Company contributes monthly 2006 and 2005, an amount

(1) AFILURBIOSE 94412 H31 H 8 H s ks B g » HEFEwE kS equal to 12.8% and 7.4%, respectively of the employees’ monthly salaries and wages to the
AR S BB retirement fund deposited with Central Trust of China, the trustee.
Z3 EEAEEd :

fEHE S H

95%12H31H 94 12H31H

2) The related actuarial assumptions used to calculate the net periodic pension cost and pension

obligation on the measurement dates as of December 31, 2006 and 2005 are as follows:

IR 3.50% 3.75%
R PR THIT MR 2.50% 2.75% December 31,2006  December 31. 2005
&R 2.25% 2.85% Discount rate 3.50% 3.75%
Expected rate of return on plan assets 2.50% 2.75%
(2) BRE9SFEKI4F12H31 H ZERESRBER N FAT - Future salary increase rate 2.25% 2.85%
95fE12H31H 9412731 H 3) Pension-related assets and obligations as of December 31, 2006 and 2005 are as follows:
UEINE- 7
RESHa (T & H5 ($  80,936) ($  44201) December 31,2006  December 31. 2005
FERR IS # (_1,143.306) (___778.874) Benefit obligations:
LAY AN ( 1,224,242) (  823,075) Vested benefit obligations ($  80,936) ($  44,201)
RARFTE I 5 2 (___ 571.864) (__ 562.936) Non-vested benefit obligation (_1,143.306) (__ 778.874)
FHEHG T ( 1,802,106) ( 1,386,011) Accumulated benefit obligation ( 1,224242) ( 823,075)
BREEEEE N FEE 866.803 675.561 Additional benefits based on future (__ 577.864) (_562,936)
SRR ( 935303)  ( 710.450) salaries
KRR EE TG 2B 244,339 254,519 Projected benefit obligation ( 1,802,106) ( 1,386,011)
YR IREEL 477,312 246,523 Plan assets at fair value 866.803 675.561
AT T HARR S R A 10,615 49,995 Funded status ( 935,303) ( 710,450)
Y EsHR IR AR (__154.402) - Unrecognized net transition obligation 244,339 254,519
JERHBIREEE ($  357.439) ($__159.413) Unrecognized losses on pension plan 477,312 246,523
Frisfats 3 96.213) (3 50.650) Unrecognized previous service cost 10,615 49,995
( 154.402) -
(3) EEI954E K 4FE RSB IRE R A RAT ¢ Reserve for pension ($  357.439) ($_ 159.413)
Vested benefit ($ 96.213) [ 50,650)
95 i 94 i3
AR5 R A $ 131,347 $ 126,727 4) Net periodic pension costs for the years ended December 31, 2006 and 2005 were as
FE A 51,975 36,840 follows:
HeErE o THIHHR ( 18,578) ( 15,008) December 31,2006  December 31, 2005
RO M a2 B 10,181 10,181 Service cost $ 131,347 $ 126,727
BT EARRAES R A S 8 39,380 = Interest cost 51,975 36,840
BRIk (%) $E8HE 5.139 - Expected return on plan assets ( 18,578) ( 15,008)
HHEHR IR BRI $ 219.444 $  158.740 Amortization of unrecognized net
transition obligation 10,181 10,181
(=) BRBEMFETAIRE  AAFMRE T4 TRKESES ) - FTEREREZ e S -
BRI - EFIA AR BT - AT E TREER T 5 TRk ;*sz‘t’smza“"“ of gain or loss on plan <130
B 4 A2 55 TR RS HIEE 7y - B HENMERIFTE Z6% e 57 TR Net pension cost $ 219.444 $ 158.740
eEERFEETMEANRSE - BTEARE KA THNZBIREHF K
BRI SR B RS —IGE kS FSER - K95 K 944ERE - AR 5) Effective July 1, 2005, the Company established a defined contribution pension plan (the
NEI E B S RS0 2 B e A B .$20,521 F2.$8.301 “New Plan”) under the Labor Pension Act (the “Act”). Participants under the old paln have

the option to be covered under the New Plan. Under the New Plan, the Company contributes
monthly an amount based on 6% of the employees’ monthly salaries and wages to the
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(=) ARAFREIS K I4FEFERE R E R - 73 B HUR RIR & A 20.591
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954 12H31H 94F12H31H

874 e AR R R I3 B B2 B

A EINE10% & EFEEHER $ 61,573 $ 13,318
B.ANNE10% & EHEME 796.469 667.869
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JE R PTHHEAR 2R IR P AR AR $ 116.462 $ 99.304
OSTEE (FHEf)  MEE (ER)
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employees’ individual pension accounts at the Bureau of Labor Insurance. The benefits
accrued are portable upon termination of employment. The net pension cost recognized
under the defined contribution plan for the year ended December 31, 2006 and 2005
amounted to $20,521 and $8,301, respectively.

15. RETAINED EARNINGS

Under the Company’s Articles of Incorporation, the current year’s earnings after paying all
taxes, offsetting prior year’s operating losses and setting aside legal reserve, if any, shall be
allocated based on the proposal of the board of directors following a resolution approved by
the Company’s shareholders’ meeting.

Pursuant to the ROC Company Law, the legal reserve must be used exclusively to offset
losses and can not be used for any other purpose, except that one-half of the legal reserve
may be capitalized based on a resolution of the stockholders’ meeting when it equals at least
50% of paid-in capital.

As approved at the stockholders’ meeting held in 2006 and 2005, the Company issued
$0.591 and $0.686 cash dividends per share, respectively.

The Taiwan imputation tax system requires that any undistributed current earnings, on a
tax basis, of a company derived on or after January 1, 1998 be subject to an additional 10
percent corporate income tax if the earnings are not distributed in the following year. This
10 percent additional tax on undistributed earnings paid by the Company may be used as
tax credit by the foreign stockholders against the withholding tax on dividends. In addition,
the individual domestic shareholders can claim a proportionate share in the Company’
s corporate income tax, including the 10 percent additional tax, as tax credit against their
individual income tax liability effective 1998.

As of December 31, 2006 and 2005, the Company’s undistributed earnings and imputation
tax credit account balance were as follows:

December 31, 2006 December 31, 2005

Undistributed earnings

-having been assessed with a 10% $ 61,573 $ 13,318
income tax

-not having been assessed with a 10%

T (e 796.469 667.869

858.042 681.187

Imputation tax credit $ 116.462 $ 99.304

Creditable tax ratio 28.89% (Note) 28.47%

(Estimated)

The actual creditable tax ratio should be calculated based on the imputation tax credit
account balance on dividend distributed date. As a result, the tax credit stockholders can
claim when they received the 2006 earnings distribution should be recorded according to
the Income Tax Law until the dividend distribution date.

Note: This estimated creditable tax ratio was calculated according to the balance of
imputation tax credit account and income tax payable as of December 31, 2006.
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(—) FIH{EREES F % e e Income tax expense and income tax payable are as follows:
95 |53 94 53 2006 2005
MR EMERA S HER  $ 255,040 $ 212,458 gitrl;t(éome before income tax at statutory . 555,040 . 512458
RN R SHNIM s BB ( 16,036)  ( 20,909) . ' i
BT Tax effect of permanent differences ( 16,036) ( 20,909)
mi{i;;; Fr 3 510_ ( s 322) Tax effect of investment tax credits ( 20,510) ( 15,088)
%;f o, P ( »~10) ( 088) Over provision of prior year’s income tax - ( 285)
% \E%ETJ\ , 0 - X Income tax on separately taxed income 415 -
ARITECEERNNE10% 4.825 5.829 10% income tax on prior year’s
FT1E-fa 2% F 223,734 182,005 undistributed earnings 4,825 5.829
SR A 15560 & A (g 6,880 7,695 Income tax expense 223,734 182,005
DLHTAEE =58 - 285 Over }Il)rovisior% gf fpriord year’s income tax - 285
T b Net changes of deferred income tax assets
T?g?_%# ( 98’2(1)? € 95897 and liabilities 6.880 7,695
%ﬁnﬁﬁm% ; Tl 97) : 0403 é Prepaid and withholding of income tax ( 98,802) ( 95,897)
(=) %952&94@12%31 = B A - - - Income tax on separately taxed income ( 415) -
95%E12H31H 944E12H31H Income tax payable 131,397 94.088
RIE S E E — IR B — 14 $ 64.708 $ 57.828
(=) BE95FEK9AFE12H31 HESIRIEFTISFE ZE < BT - Deferred tax assets and liabilities as at December 31, 2006 and 2005 are as follows:
95%£12H31H 944F£12H31H December 31,2006  December 31, 2005
Fr 15 fr & % Deferred income tax assets-noncurrent-net $ 64.708 $ 57.828
& B E B ¥ & #HEy B W
=
EE{?;E?D% $ ij’i:;‘ $ 1?’8;; $ ?;’zgi $ i’gz; The details of temporary differences resulting in deferred income tax assets and liabilities
F = 1IE
’ ’ ’ ’ are as follows:
REBRK 41,209 10,302 44,490 11,123
IBREE(E 148,940 37,235 148,940 37,235 December 31, 2006 December 31, 2005
Hth 10 3 ( 15) ( 4) Amount  Tax Effect ~ Amount  Tax Effect
$258.830 $§  64.708 $231311 $ 57.828 Allowance for doubtful accounts $ 24284 $ 6,071 $ 21,965 $ 5,491
rq) BERE93 » N B | 25 S P SRR S AR FE G M B o T8 R 94 Provision for loss on inventory
(M) BRERIFESS » AN FIEFFEEAEMRFECKIBREEEFA E 2 RE phbieeed 44,387 11,097 15.931 3.083
ERFE -
Unrealized investment loss 41,209 10,302 44,490 11,123
Pension liability 148,940 37,235 148,940 37,235
Other 10 3 ( 15) ( 4)

$258.830 $§ 64708 $231311 § 57.828

The Company’s income tax returns for the years through 2005, except for 2004, have been

approved by the Tax Authorities.
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17. PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENSES

18.

Operating costs

2006
Operating
expenses

Total

Personnel expenses
Salaries
Labor and health insurances
Pension and retirement
Other
Depreciation expense
Amortization expense

Personnel expenses

1,898,294 $ 516,097 $§ 2414391

130,165 33,073 163,238
188,900 53,303 242,203
85,909 46,215 132,124
243,709 83,950 327,659
- 43.103 43.103

2546977 $ 775741 $  3.322.718

2005
Operating
Operating costs expenses Total

Salaries 1,752,686 $ 499,000 $ 2,251,686
Labor and health insurances 119,457 31,533 150,990
Pension and retirement 131,272 35,769 167,041
Other 83,050 44917 127,967
Depreciation expense 247,636 65,395 313,031
Amortization expense - 26.243 26,243
$§ 2334101 $ 702.857 3.036.958

RELATED-PARTY TRANSACTIONS
1) Name and relationship of major related parties

Name of Related Party

Relationship

Taipei City Government (TCG)
Taipei Smart Card Corporation

Majority stockholder

Investee accounted for under the equity

(TSCC) method

Metro Taipei Consulting Service Ltd. Investee accounted for under the equity
(MTCS) method

Metropolitan Transport Corporation Investee of TCG

MTC)

2) Summary of significant transactions with related parties

A. Property lease
The Company entered into an agreement with the Taipei City Government to lease
properties of the Taipei Metropolitan Rapid Transit Systems (TMRTS) in October 2001.
The lease term is from March 2001 to December 31, 2010. The first rental expense
was $2,021,109 from March to December 31, 2001. For the remaining periods, the
rental expense is $2,030,000, plus 4% of operating income each year, payable in June
and December. In 2006 and 2005, the rental expense was $2,417,599 and $2,391,500
(recorded as “Transportation cost” and “Other operating costs”), respectively. As of
December 31, 2006 and 20035, the rental expense payable was $36,531 and $33,187,
which were paid in January of 2007 and 2006, respectively.

B.Taipei IC Card Integration Business Agreement (the Agreement)
In compliance with the Taipei IC Card Integration Project of the Taipei City Government,
the Company signed a contract with TSCC for the manufacture and issuance of tickets,
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data processing, and cash disbursements. The major transactions under the Agreement
are as follows:
(1) Other operating revenue:

2006 2005

% of % of
operating operating
Amount  income _Amount _income

Commissions for

sales of EasyCards $ 35,093 - $ 26,643 -
Rental revenue for lease of for 1.751 - 2215 -
ticketing machine

$ 36.844 - $ 28.858 -

(2) Operating expense
2006 2005
% of % of
operating operating

Amount income Amount income

Operating outlay:

Handling charges for Easy Cards  $ 136.890 1.94 $124.517 1.86
(3) Unearned revenue

In accordance with the Agreement, TSCC deposits a certain percentage of advance

receipts of EasyCards with the Company. As of December 31, 2006 and 2005,

the advance receipts were $197,681 and $167,574, respectively, listed under the

unearned revenue account.

(4) The balances resulting from the above transactions are as follows:

December 31, 2006 December 31, 2005
% of % of
Amount total balance Amount total balance
Account receivables $ 44.610 3640 $ 26.562 35.93
Accrued expenses $ - - $ 28222 2.71
Unearned revenue $197.681 73.04 $167.574 75.16

The payment terms for related parties are as follows: Payments (recorded as “Other
payables”) for purchases of EasyCards net of commissions are due 10 days after
purchases. The handling charges for EasyCards and rental revenue are due in the
following month.
(5) Contract completion delay compensation

At the end of 2003, the Company entered into an agreement with TSCC to procure
the equipment for “MRT Ticketing Parking systems”. Under the agreement, the
Company will be compensated in the event TSCC fails to complete the project by
the due date as stipulated in the agreement. The Company claimed compensation
in the amount of $40,795 for delay of project for the year ended December 31, 2006
which was included in other non-operating income. The amount receivable under the
agreement as of December 31, 2006 was $40,795 which was recorded under other
receivables.

C. Fare discount expense for passenger using MRT and public buses

The Company incurred promotion expenses (charged to “Selling expenses”) to the Taipei
City Bus Administration for fare discount on passenger using MRT and public buses in
the amount of $74,378 and $67,797 in 2006 and 2005, respectively. As of December 31,
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20.

21.

2006 and 2005, the unpaid expenses (recorded as “Accrued expenses”) were $11,997 and
$12,672, respectively.
D. Receivables/other receivables/receipts on hand

As of December 31, 2006 and 2005, the Company was engaged to handle certain business
activities of the Department of Transportation, TCG, Department of Social Welfare, TCG,
Department of Finance, TCG, and Department of Rapid Transit Systems, TCG. The
related account balances (subsidies for tickets for senior citizens and handicapped and
reimbursement for purchases of equipment, etc.) are as follows:

December 31, 2006 December 31, 2005

Receivables for senior citizens and $  19.950 $ 12.293
handicapped tickets - -
gﬂi\ieiltrilgs receipts for construction of 301.256 84558
Other receivables for construction of
facilities $ 10.590 $ -

PLEDGED ASSETS

As of December 31, 2005, the details of pledged assets were as follows:

Item December 31, 2005 Purposes

Time deposit (recorded as “Cash”) $  3.500 l;\l}zztie;efer e

COMMITMENTS AND CONTINGENCIES

1) As of December 31, 2006, the unused balance of the Company’s letters of credit for the
purchase of raw materials and fixed assets were $94,229.

2) For operating lease agreements please refer to Note 18.2) .A.

FINANCIAL STATEMENT REPRESENTATION
1) Fair value of the financial instruments

December 31, 2006

Quotations  Estimated
in an active using a

Book value market valuation

Non-derivative financial instruments
Assets

Financial assets with fair values equal to

book values $ 1,124,370 (Note ) (Note )

Available-for-sale financial assets 3,493,929 3,493,929 -

Held-to-maturity financial assets 1,795,565 - -
Liabilities

Financial assets with fair values equal to
book values 1,580,027 (Note ) (Note )



94412 H31H
IR AL

VANELEES i §\/1gﬁ:£
:22 ,_'_’ZE ;; N ég: § N3 E

JERTAE SR
EE
NFEEHEEEEHAECSHMEE $ 611,629 () =3
ke (i HA 5 <B R P o 5,501,227 5,501,227 -
FERIHHZ SMEE 1,618,406 - -
j=Nis
NHEEHEREEMSECSMARE 1,419,908 () (38)

it ZEEE (R MBEHSRES  SOURAEEESST E A PEE -
FEB AP E R E ARG R 2 2% -
AN FGET SR LA S EERT R Z TSR ERRT -
e L AT IR ER B AR SOARE E(E T H AP EE - TR E
ARIRE -~ IO - HAENGK - BIRSK - JEfTATEM - lEEH - H
i £ KT B 57 FUHGRK
(=) MAms b RoEbam oims (5 MRtk )
AN R A 2 T i B B R AR - DUE RS MRS A L BT
AR E TSR - SRR - BT R ROR SR ) - 6
AN FE 2 E G Re A e B e E T R b - (S A - TRE R
b sz B < it B L
AAFEHE RS E ST S AR EE R - DUEFIRE(LZE
BREROL ~ MERFEE B MO R SR E B AT A T A - (RIS B A
PEREE BRI TS EERE ZZE T ERRE(LZ B - fE
FRE E e A G BT E E AT A TS A -
Ry TEREREE S HIR - ROFIRIZ B RIGATT -

I
E
=
=

RATETH B EEFHEBCR » (E8(E IR RIF 2 A2 S HHE AETTAZ
5y HEREERE R 250 - DR (RS R -

(=) BERUBEEEH
1.7 55 Ja b

(1) FE 2R bz
AN FEERZEEWA TR e E - MR E R -
(2)FI =R Jal fig

ARNFIRBZEAZFKRE - GREENR - H EH AR R 5 a]
EHH B AR L - AR ER SR ERE - B840 FEE
SE Al - AAFRBIISFEIZHIIHFAREENRZERKRE
i1$1,795,565 -

December 31, 2005

Quotations  Estimated
in an active using a

Book value market valuation

Non-derivative financial instruments
Assets

Financial assets with fair values equal to

book values $ 611,629 (Note) (Note )

Available-for-sale financial assets 5,501,227 5,501,227 -

Held-to-maturity financial assets 1,618,406 - -
Liabilities

Financial assets with fair values equal to

book values 1,419,908  (Note) (Note )

Note: As these assets are short-term instruments, we estimated their book values as fair
value. They are not suitable applied to quotations in an active market or estimated
using a valuation.

The methods and assumptions used to estimate the fair values of the above financial
instruments are summarized below:

For short-term instruments, the fair values were determined based on their carrying
values because of the short maturities of the instruments. This method was applied to
cash, receivables, other receivables, accounts payable, income tax payable, accrued
expenses, other payables, and receipts under custody.

2) Procedure of financial risk control and hedge

The Company adopts overall risk management and control system to clarify and measure
a variety of financial risks (including market risk, credit risk, liquidity risk and cash flow
interest rate risk). And then the Company’s management can control and measure market
risk, credit risk, liquidity risk and cash flow interest rate risk effectively.

To control the risk management objectives of a variety of market risks effectively, the
Company’s management considers of economic environment, competition and market value
risk achieving the best position of investment risk, maintaining the investment of excess
liquidity and concentrating control of overall market risk.

To meet its risk management objectives, the Company adopts the following strategy to
control financial risk:

Credit risk

The Company has a stringent credit policy in place. Transactions are conducted only with
counterparties with good credit conditions. Appropriate measures are also undertaken where
necessary to protect the Company’s credit rights and thereby mitigate credit risk.

3) Information of material financial risk

A. Market risk

(1) Foreign exchange risk
Major revenue and cost of the Company are conducted in New Taiwan dollars. There
was not foreign exchange risk.

(2) Interest risk
The Company invests in fixed interest rate bonds. The purpose is to earn the interest
revenue when the rate changes. Therefore, there is no cash flow risk in the holding
period. But there is change risk in fair value. The Company’s held-to-maturity
financial assets as of December 31, 2006 were amounted $1,795,565.
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(3) Price risk
The Company is exposed to equity securities price risk because of investments held
by the Company and classified on the balance sheet either as available-for-sale or at
fair value through profit or loss. The Company sets limits to control the transaction
volume and stop-loss amount of derivatives to reduce its market risk.

B. Credit risk

(1) The Company has lower significant concentrations of credit risk, due to investment
in government bonds. The maximum loss to the Company is the total amount of all
book value.

(2) The Company has lower significant concentrations of credit risk, due to investment in
company and financial bonds, whose credit rating are good. The maximum loss to the
Company is the total amount of all book value.

(3) The Company has lower significant concentrations of credit risk. Transactions are
conducted only with counterparties with good credit conditions. The maximum loss
to the Company is the total amount of book value of receivables.

C. Liquidity risk
The Company invests in available-for-sale financial assets, which are traded in active
markets and can be readily converted into certain amount of cash approximate to their fair
values. The liquidity risk exposure is low. The Company’s long-term equity investments
accounted for under the equity method which are not traded in active markets. The
liquidity exposure is high, but the amount is not material to the financial statements.
D. Interest-bearing of cash flow risk
As the Company has no interest-bearing transactions, there are no concentrations of
interest-bearing of cash flow risk.
4) Financial Statement Representation
The accounts for the year ended December 31, 2005 have been examined by TMAD of the
Ministry of Audit on July 28, 2006. Certain accounts in the 2005 financial statements have
been restated to conform with the adjustments made by TMAD (exclusive of reclassification
in accordance with Financial Accounting Standards No. 34 and No. 36).

Balance per Balance per
audited financial examination by
statements Adjustments TMAD Note
Balance Sheets
Assets
Current assets $ 8,051,719 $ 20,812 $ 8,072,531 a.b.c
Fund, investments
and long-term
receivables 1,723,724 193 1,723,917
Fixed assets 2,544,152 ( 17,484) 2,526,668 a
Intangible assets 148,937 - 148,937
Other assets 81,724 - 81,724
Total assets $ 12.550.256 $ 3521 $ 12553777
Liabilities
Current liabilities $ 1,639,152 $ 3,707 $ 1,642,859 b
Long-term
liabilities 160,221 - 160,221
Other liabilities 197,051 - 197,051
Total liabilities 1,996.424 3,707 2,000,131

Stockholders’ equity 10.553.832 ( 186) 10.553.646
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Total liabilities
and stockholders

>

equity $§ 12550256 $ 3521 $ 12,553,777
Balance per Balance per
audited financial examination by
statements Adjustments TMAD Note

Statements of Income

Operating revenue $ 9,204,558 $ - $ 9,204,558
Operating cost (__6.703.663) - ( 6.703.663)
Gross profit 2,500,895 - 2,500,895
Operating expenses  ( 1,868.461) ( 93) (__ 1.868.554)
Operating income 632,434 ( 93) 632,341
Non-operating 220,047 ( 346) 219,701
income

Al ( 2.514) 346 ( 2.168)
Income before

income tax 849,967 ( 93) 849,874
Income tax expenses ( 181912) ( 93) ( 182.005)
Net income $ 668.055 ($ _ 186) $ 667.869

Note: If adjustment was below $1,000, no explanation was provided.

Note a: TMAD decided not to reclassify construction in progress and prepayments of
$17,484 from “Prepayments” to “Fixed assets’

Note b: TMAD decided not to show business tax payable and excess VAT paid of $3,328
by net amount.

Note ¢: TMAD decided not to reclassify a time deposit $3,500 which was restricted in
connection with a dispute from “Cash” to “other financial assets-current”.

Note d: As a result of the adjustments listed above and other adjustments made by TCG
and TMAD, income before income tax, income tax payable, income tax expense,
and fund and long-term investments were decreased by $93, $287, $93 and $193,
respectively.
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