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Disclosures

® The information contained in this presentation and its accompanying announcements,
including content relating to business outlooks, financial operations, and business
forecasts, is based on information derived from internal corporate data and external
economic developments as a whole.

B The Company's actual operations, financial conditions, and operational performance may
differ from forecasted information; this may be due to various factors including but not
limited to market demand, changes in policies and regulations and overall economic
conditions, and other factors or risks beyond the Company’s control.

B  The information provided in this presentation reflects the Company's current views about
the future; correctness, completeness, or reliability of said views are not explicitly or
implicitly expressed or warranted. The Company is not responsible for updating or
amending changes or adjustments made to the contents of this presentation, if such
changes or adjustments should occur in the future.

M For the convenience of readers, this presentation has been translated into English from
an original Chinese version. If there is any conflict between the English version and the
original Chinese version or any difference in the interpretation of the two versions,
information in the Chinese-language presentation shall prevail.
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I - BUSINESS OVERVIEW

1. Operational Bases

2. Operational Performance
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Banciao

Taoyuan

Hsinchu | Lioujia Depot

Miaoli
Taichung
Changhua

Wurih Depot

Yunlin

Taipao Depot
Chiayi g g

Tainan Yanchao Main Workshop

Zuoying T

Zuoying Depot

Total Route Length:350 km@
Peak Speed: 300km/hr
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2. Operational Performance - =
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1. Train Frequency
(Daily Frequency)
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v The weekly frequencies will be increased by 15 since 7/2018.
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2. Ridership

('000/day)
180 - +73% 173

4 11.6% 166

160 155

4 5.3%
4 6.9%1 1.1% 139
4 6.7% 130 132
+12.7% 122

4+ 6.1% 101
89

140

100 - 496.1%
84
80

60

43

v" Five Year (' 13~" 17) CAGR : +5.0%
v 1H "18 Ridership: +5.3% YoY growth

40

20
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3. Loading Factor

(%)
70.0% -
. ' 66.5%
v Long-term stable growth in loading
65.0% - factor. (vs JR Central: 63.9% @FY’16) 63.5%
60.0% -
55.0% | [ Operational ]
Performance 2007.1.5 ~ 2018.6.30
Train Services 538,538
0 |
>0.0% Reliability 99.60%
Punctuality 99.47% (delay<5min)
44.9% T
45.0% | : 21min
Avg. Delay Time —/ "1p central: 0. 4min@FY'16)
Accidents resulting 0
40.0% in Llabl“tles

'07 '08 '09 '10 11 '12 13 '14 '15 '16 '17 1H'18
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II - FINANCIALS OVERVIEW

1. Financial Performance

Financial Risk Management

Earnings Distribution

Corporate Credit Rating & Market Cap

Recent Major Events and Activities

A
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1. Financial Performance s =
S
1. Income Statement

(NT$mn) 1H'2018 1H'2017 D | O

Amount %
Operating revenues 22,367 100.0% 21,412  100.0% 954 4.5%
Operating costs (12,185) -54.5% (11,804) -55.1% (381) 3.2%
Gross Profit 10,181 455% 9,608 44.9% 574 6.0%
Operating expenses (574) -26%  (521) -2.4% (53) 10.2%
Net Operating Income 9,607 43.0% 9,087 42.4% 520 5.7%
Non-operating income and
expenses
Interest expenses (3,345) -15.0% (3,877) -18.1% 532 -13.7%
Stabilization reserve (2,492) -11.1% (1,683) -7.9% (809) 48.1%
Others 134 0.6% 22 0.1% 112 -507.6%
Net Income before Tax 3,905 175% 3,550 16.6% 355 10.0%
Income tax 2,652 119%  (637) -3.0% 3,290 -516.1%
Net Income 6,557 293% 2,912 13.6% 3,645 125.2%
EPS

1.17 0.52
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2. Net Profits & Operating Revenues S
1) Revenue Mix

(NT$bn) 1H'18 1H'17 YoY
Railway revenues 217 20.8 +4.4%
Non-railway revenues 0.6 0.6 +6.0%
Total 224 214 +4.5%
| 1H’ 2018 Revenue Mix | 1H’ 2017 Revenue Mix |
Non- Non-
railway railway
revenue revenue
(note) (note)
2.8% 2.8%
Railway Railway
revenue revenue
97.2% 97.2%

Note: Non-railway revenues mainly include rental incomes, advertising revenues, and onboard sales.
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2. Net Profits & Operating Revenues
2) Operating Revenues and Net Income

(NT$bn)
60
51.9 [notel]
50 - Operating
43.4 Revenues
40 - 38.5 40.6 Net Income
36.1
30
20.9 22.4
20 -
10 - 6.6 [riote 2]
0
'13 '14 '15 '16 '17 1H'18

5 Years 1H'18
('13~'17) Growth %
CAGR (YoY)

+3.8% +4.4%

+10.1% +125.2%

Note 1: Excluding $12.1billon of reimbursement of
ZEWA —FH statutory discount tickets, revenues would
have been $39.8 billion in 2015.
Note2:1H’18 net profit after tax includes income tax benefit
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of approximately $2.7bn due to the application of the 5-
ear income tax exemption and tax rate adjustment.



3. Operational Performance : EBITDA & EBITDA Margin £
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(NT$bn) (%)
35 -~ 80%
31.7
30 - 28.9 29.1 [note] 29.4 . 78%
26.5
, [ 0,
2> 75.1% 76%
i o 73.6% 740
20 7=2 3.1% 72.9% %
72.4% 4______-——/16.5
15 - 72%
10 - 70%
5 - - 68%
0 66%
'13 '14 '15 '16 17 1H'18

EBITDA =—EBITDA Margin

v EBITDA
* 5-Year CAGR ('13~'17): +3.6%
* 1H'18: YoY+3.8%
v EBITDA Margin
*  Over the last 5 years : 72%~75%
(vs JR Central _ Railway: 58.4% @FY'16)

Note: One-time compensation of $12.1bn on statutory discount tickets is excluded in the EBITDA for the year 2015.
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4. Statement of Cash Flows

(NT$mn)

Cash & cash equivalents at the beginning of

the period

Cash flows from operating activities

Cash flows from investing activities

Cash flows from financing activities

—

T —

P
£

Net increase in cash & cash equivalents

Cash & cash equivalents at the end of the

period
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1H'18 1H'17 Variance
7,188 237 6,950
12,753 9,338 3,414
948 18,673 (17,725)
(3,980) (5,212) 1,232
9,720 22,800 (13,079)
16,908 23,037 (6,129)
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2. Financial Risk Management T
B
~
Establish Long-Term Stable
Debit/Asset Ratio Financial Structure

(%) v Considering L/T & S/T
finance/operation funding
demands and financial risks,

92.1% make early retirement of

syndicated loans.

[ Early Retirement of ]

94% -

92% -

90% Syndicated Loans since ‘16

(NT$bn) Amount
58% 1 4/'16 %7/'16 21.0
3/'17 21.2
%% 7 7/'17 20.0
7/'18 10.0
84% | |
12 13 14 15 16 7 1H18 Total 722

v Issue direct financial
instruments (i.e., corporate
bonds, commercial papers) to
ensure appropriate L/T & S/T
capital allocation and to enhance

profitability.
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3. Earnings Distribution o
® Dividend Policy

Taking into consideration current and future developments, investment
environments, funding demands, domestic and international competition,
shareholder interests, and other relevant factors, the Company has adopted a
stable and balanced dividend policy as summarized below:

v" The Company shall pay out at least 60% of the earnings available for
distribution to shareholders.

v" Of this, cash dividends shall exceed 50% of total distribution in any given
fiscal year.

@ Dividend History

2015 2016 2017
Cash dividend (NT$/share) 0.65 0.60 0.75

Cash dividend over earnings

(o) (o) (o)
available for distribution (%) Sl sl L%
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4. Corporate Credit Ratings & Market Cap _—

// gy,
T
(US$Bn)
c0 Agency Long-term Short-term Outlook
Taiwan
: twAA+ twA-1+ Stable
Ratings
40 Fitch AA+(twn)  Fl+(twn)  Stable
30
20
Market Cap
10
[Note]: Market cap is calculated using monthly average prices, outstanding common
shares (including private placement shares) at month end, and an exchange
0 rate of US$/NT$=30.5.
01-03 05 07 09 1101-03 05 07 09 1101-03 05 07 09 1101-03 05 07 09 1101-03 05 07

14 15 '16 17 ‘18
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5. Recent Major Events and Activities £ =
S

Date Event

v" Starting from the 9th year until the 30th year of the first
Oct, 2017 drawdown date, the markup interest rates of syndicated loan were
reduced from 1.08% to 0.92%.

v" Receive approval from the Ministry of Finance for exemption of
enterprise income tax over a period of five years started from Jan.
Apr, 2018 1, 2017.

v" Be ranked top 5% in 2018 Corporate Governance Evaluation by
Taiwan Stock Exchange

v Early retirement of syndicated loans totaling NT$10 bn.

Jul, 2018 v Listed on TWSE RA Taiwan Employment Creation 99 Index and
TWSE Corporate Governance 100 Index.

v" The broad approved " Manufacturing and supply of OCS
maintenance vehicles 1 at total transaction price: 1,232 million
NTD (Tax inclusive)

v" Listed on the FTSE4Good Emerging Index.

Aug,2018
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III - MARKET OVERVIEW

1. Inter-city Transportation
2. Domestic Tourism Market

3. Domestic Railway Infrastructure Projects
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1. Inter-city Transportation Z =
S
Short Distance Medium Distance )
2016 Long Distan >200km
(20~100km) (100~200km) ong Distance (>200km)
THSRC
7.1%
TRA
Week- A . e THSRC
day 55.8% Bus 57.7%
37.1%
Freeway
Bus
way 19.6%
Bus
20.6%
THSRC THSRC
28.6%
Week- oo ;ZA% THSRC
end Freeway ' 54.6%
31%
Fr%eway
v 237%
27.0%

Data Source: Changes in the Market Shares for Intercity Public Transportation after the Operation of High Speed Rail (2016) ;
Institute of Transportation, Ministry of Transportation and Communications; March 2018.
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2. Domestic Tourism Market

(mn)

200.0
180.0

160.0

140.0

120.0

100.0 -

80.0

60.0
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Domestic Trips by Citizens

190.4

‘07 '8 09 't0 11 12 13 14 15 16 '17

Over the last 5 years ('12~'17) CAGR:
+5.2%

Year 2017: -3.6% YoY

Source: Tourism Bureau, MoTC

(mn)

12.0 -

10.0

8.0

6.0

4.0 -

2.0 -

0.0
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Inbound Visitors

'07 '08 '09 '10 11

2 13 '14 '15 16 17

Over the last 5 years ('13~'17) CAGR:
+6.0%

Year 2017: +0.5% YoY




3. Domestic Railway Infrastructure Projects . =
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v Broaden domestic rail network and industry
value-chain.

(= v HSR-related projects include enhancing
connection and accessibility services.

o
et
o

A. Integrate the high speed rail and conventional
rail systems.

=]
=t

B. Upgrade and improve conventional rail services
in Eastern Taiwan.

»
-

3>
~

o} IR0l 0
F SRR L o B

C. Move rail tracks above- or under-ground to

.
— speed up commuter services.
E
(o2 | D. Promote urban mass rapid transit.
E. Build tourism-oriented rail systems for Central
14 and Southern Taiwan.
- =
D7
"""""""""""""" 2 o mmw
- AR

A A— ).
0 25 50 100
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IV - PROSPECTS

1. Sustain Revenue Growth
2. Reduce Costs
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1. Sustain Revenue Growth

Strategy to Increase Revenues

' v Sustain Revenue Growth Drivers
* Diversify Product Line up to Increase Off-Peak Ridership and Revenues.

* Apply Innovative Technology to Digitize Ticketing Channels and Provide
Convenient Ticket Services.

« Integrate Local Tourism Resources and Create a Mass Transit Tourism
Environment Based on High-speed Rail.

* Apply Big Data to Promote Membership Efficiency.

v Assess the Development of Non-railway Investment
Opportunities
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2. Reduce Costs g
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Build Autonomous and Innovative Operational Maintenance
Capabilities

" v Enhance Self-maintenance Capabilities

» Cooperate with domestic universities and research institutions to establish
railway equipment laboratories.

Cooperate with Japan Railways to accelerate technology transfer.

» Establish electronics, machinery, welding and other factories to strengthen
THSRC's self-maintenance capabilities.

v Implement Material Localization

«  THSRC works with national top R&D institutes to assist qualified local suppliers in
carrying out HSR material development and technology transfers while

maintaining standards of traffic safety. To shorten delivery period for materials,
reduced procurement costs.

The current in-house maintenance ratio is over 80% and continues to grow.

The Company hopes to achieve railway materials localization ratios at 30% in
2022 (the current ratio is around 15%).
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Vision : THSRC seeks to be a platform for progress and life improvement

Mission THSRC strives to be a top ten Taiwanese brand

Intelligent Innovative Localized in Sustained

Strategy

Transportation

Strengthen station and
train operating facilities
and improve service
quality

Medium and long-term
train procurement planning
and ensure existing
operational capacity

Provide a variety of
products to increase the
off-peak ridership and
revenues

Strengthen equipment

_ maintenance to ensure
system stability, safety and
reliability

Technology

- Digitize ticketing channels

_ Apply big data to promote
membership efficiency

Using information

. technology to strengthen
operational services and
increase efficiency

Taiwan

Improve local development
capabilities and
equipment/material supply
ratio

Promote the localization of
the rail industry

Integrate railway
technology resources and
conduct reinvestment or
technology export
assessment

Social Care

Build corporate
governance culture and
responsible for corporate
social responsibility

Promote environmental
protection, energy
conservation and carbon
reduction

Promote talents
cultivation

All Contents Confidential.
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Appendix 1. Continuously launch multi-products that ey
meet customer needs, increase the output £ §
value of the off-peak shift

SHENER

) Fmn g SHEORET -  BBRBEIEEYE
EE&S?&E AEIS RIS 052 5 2 M B S 20 R PSR

Elderly Discount Tra\m

Coming HSR Vacation

&0Others Early Bird Discount

Performance
Group Ticket ._

Periodic Tickets Corporate Membership

Commute Businey

A ‘
" gmemE /HEE
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Appendix 2. Integrate Local Tourist Networks & Make THSR e
the Backbone of Transit Oriented Tourism

W
7

Hakka Romantic Avenue (the Provincial Highway 3):

Old Town and New Experience
https://www.youtube.com/watch?v=-16ibCOUCok

Take Dual Rails (THSR & TRC) to JiJi:

The Perfect Viewing Angle of the Trip
https://www.youtube.com/watch?v=JQD?2ef8 BAU

I~ - A S o MR

R AR NN
LI R -
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https://www.youtube.com/watch?v=-l6ibC0UCok
https://www.youtube.com/watch?v=-l6ibC0UCok
https://www.youtube.com/watch?v=-l6ibC0UCok
https://www.youtube.com/watch?v=-l6ibC0UCok
https://www.youtube.com/watch?v=JQD2ef8vBAU
https://www.youtube.com/watch?v=JQD2ef8vBAU
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