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Preface by the Minister of Labor

he protection of labor rights and the enhancement of labor welfare have always been the cornerstone In addition, to ensure the sustainability of the country’s pension systems,
Tof the Ministry of Labor’s policy. As Taiwan continues to see falling birth rates and an aging population, the Presidential Office has set up a national pension reform committee, which has
the ministry has pushed for reforms to improve work conditions, insurance, and pensions. In addition convened National Affairs Conferences on the subject of the pension system in
to continuing to improve the efficiency of pension funds, the ministry is also seeking to create a better order to communicate with the general public and seek consensus. The Ministry of
environment for the workforce and ensure that people are well provided for in their post-retirement life. Labor has also worked on the revision of regulations and system designs in order to

In the context of falling birth rates and an aging society, the protection of retirement income is a very saf.eguard the pension system’s long-term sustainability and the economic security of
important part of Taiwan’s labor policy. The Labor Insurance Fund and the Labor Pension Fund are merely IS,
frameworks; the key to ensuring better post-retirement protection lies in the effective utilization of Labor For a labor pension system to sustain itself, the

Funds, and this is also the foremost task of the Bureau of Labor Funds. system managers must be painstaking and meticulous.

The Bureau of Labor Funds is entrusted with managing the investment of over NT$3.5 trillion in Labor Coodl peley pEDNE Mus: b becled up By eistem:

Funds. In a time of heightened political and economic volatility around the world, this task is even more mplerEigian, enel | beler Uiet e Buroay e

challenging. Thus, the Bureau has adopted diverse investment positions and developed new investment Lelber [Furies vl @eriiis 1 Csue (i Ceamsime

strategies in response to the changing global financial landscape, and created a 3.53% average return as SERULY @ MEHREEE, CLT EPPrece RELEES Em i3

of the end of December 2016. The Bureau’s efforts were recognized by Asian/investor magazine with 2016 SN F CHPIEHINEN:, PEEr PIE=Eien e

Institutional Excellence Awards for Pension Fund, Innovation, and Individual Contribution to Institutional 196 figlis,, mpreize, WRring), Curiienuiet: e

Investment. These accolades are testament to the government’s unceasing efforts and undivided attention WOILIplEe0 Eefals) Ciemesel CElCEE BETEE Wi

towards Labor Fund investment. employer and the employee, equitable growth, and

sustainable development. The Ministry

In an attempt to improve the Labor Insurance and Labor Pension systems and ensure better post- of Labor will also continue to plan

retirement protection, the Ministry of Labor has introduced further regulatory amendments, including and promote labor policies that

revisions to Articles 24 and 48 of the Labor Pension Act promulgated on November 16, 2016. The amended strike the right balance between

Article 24 stipulates that pension participants above the age of 60 who have contributed for least 15 years the interests of the employer

are eligible to claim monthly payments or a cash lump sum. The amendment provides retirees with flexibility, and those of the employee in

allowing them to plan their retirement as they see fit. The revised Article 48 raises the upper limit for order to improve the employee’s

penalties imposed on business entities that refuse to provide information about their labor practices or take livelihood and enhance the overall

action against workers who file a complaint. competitiveness of the employer

and the nation.

Ministry of Labor
Minister

lin i - cha
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II. Message from the Director General
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Message from the Director General

t has been three years since the Labor Funds were integrated, and during this period the Bureau has
I continued to integrate a range of operations in order to enhance economic synergy. In recent years, the
global economic landscape has been evolving at a dizzying pace, and investing in financial markets has
become increasingly risky. In these circumstances, the Bureau has sought to further improve its investment
strategies in order to create steady long-term returns for the funds and to meet public expectations.

At the end of 2016, Labor Funds under the Bureau’s management stood at NT$3.3451 trillion. With
the NT$250.4 billion National Pension Insurance Fund entrusted to Bureau management, total assets under
management amounted to NT$3.5955 trillion. In the course of 2016, the global financial market faced violent
fluctuations on the back of Brexit, the US presidential election and Federal Reserve rate hikes, China’s
economic restructuring, fast capital flow into and out of emerging markets, and commodity price swings.
This environment brought the funds a series of challenges, making it ever more difficult for them to produce
positive returns and to control risk. Nevertheless, the Bureau made every effort to enhance fund returns,
and with its diversification of investments, development of new Smart Beta strategies, and increased use of
alternative investments, the Bureau saw a steady annual return of 3.58%, or NT$119.5 billion.

Under the leadership of former Director General Huang Chao-hsi, the Bureau was named a winner
of Asianinvestor magazine’s 2015 Institutional Excellence Award. In 2016, the magazine combined the
private and public pension fund categories, and the Bureau was once again recognized for its excellence
and expertise. Its continued improvement in asset allocation, promotion of investment diversification,
attention to environment, social, and governance (ESG) issues, and systematic integration and utilization
of funds won the Bureau the magazine’s Institutional Excellence Awards for Pension Fund, Innovation, and
Individual Contribution to Institutional Investment.

10

Looking ahead, the performance of the global economy and

financial markets in 2017 will be contingent on a number of
factors, including the policy direction of newly inaugurated US

President Donald Trump, the outcomes of the presidential §
election in France and the general election in Germany, iy
the success of China’s economic restructuring, and output
reduction agreements among oil exporting countries. With fll
the growth of Labor Funds under the Bureau’s management, :
in 2017, the Bureau will ramp up its global diverse investment '
strategy. In addition to increasing domestic positions, for
overseas investment, the Bureau has launched the Global ESG
Quality Mix Equity Indexation and the Absolute Return
Fixed Income mandates as a way to encourage
corporate social responsibility and to respond
to a low-interest-rate environment. It is hoped

that this strategy will further diversify risk,

reduce portfolio volatility, and enhance the
performance of fund investments.

Bureau of Labor Funds
Director General

TJ?-, F&?.. c‘/ﬁmd?,
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SEEATE S BESBEH « BFl5 TRAES (UITHER EFlsRES) - 5I1RF
BES (UTHBSRES)  gFEREBES (UTEHEBRARES) BXRXIERERES (UT
BREERAR2ERES) MEEXEFS THRESR (UTHEBXEREZRNR) -

SEESEMAMKES TR REESEFEEFERL HE TR - K " SEHESE
ESEMRABE PHESESBHESREENTERY  FREDESEMR > HPEHS
RESHEERITERBERER - b4 FRURFERANBEERERRFSRRES (XU
THEBEFRES) 2REEMRF -

ARREEESZBML  EZSRELERD M EREFTSE  LIRERAREER  RFRE
Z0H - BE - BRRR BREZRABKESTEEFRKS  BNEDESZTLREER 1
DIBEARE  BRESRPBE WG - FRE TAABEIORRETERAL -

(1) Objectives

Under the Ministry of Labor, the Labor Funds comprise the Labor Pension Fund (the New Fund), the Labor
Retirement Fund (the Old Fund), the Labor Insurance Fund (LIF), the Employment Insurance Fund (EIF), the
Arrear Wage Payment Fund (AWPF), and the Occupation Incidents Protection Fund (OIPF).

The efficiency of Labor Fund investment has a bearing on the interests of the workforce. In order to
ensure the funds are managed professionally and to clarify responsibilities, a dedicated agency was set up in
accordance with the Organization Act for the Bureau of Labor Funds of the Ministry of Labor and charged with
overseeing the management of various Labor Funds. The management of one of these funds, the “the Old
Fund” Labor Retirement Fund, was passed on to the Bank of Taiwan, which utilizes the fund in its in-house
investment operations. The Bureau of Labor Funds
has also been commissioned by the Ministry of
Health and Welfare to manage the National

Pension Insurance Fund (NPIF).

AR

The Bureau devises investment

N\

1%% &

plans for each fund according to its
properties, regulations, and size,

I

1AL

and has established the organization

l'flll!mn-

and operation mechanism required
to manage the funds with security, ; A

B

transparency, efficiency, and steadiness. .
By pushing for the diversification®
of investments and professional'. |, o
o
secure long-term steady returns that will “
benefit the labor force both before and !
after retirement. —

management, the Bureau hopes to



KRR & BT HS

Objectives and Missions

9107 Moday [enuuy

12 (11) Missions
ARERESCKEERASEHKE 521
BERAESREBN - RT=ESE P
R ERE  ARBBEIESEBESE
EHX BMEEERREHLFEERSE B
DUIRBILERIT - TAKE - BREE &
BERERBFXEELESIER] ©

As the special agency for fund investment management, the foremost important mission for the Bureau
is to improve fund investment performance. To perfect the short, mid and long-term investment plans for
the funds, the Bureau developed the Labor Funds’ investment strategies, assets allocation and annual
utilization plans to conduct investment implementation, mandated management, risk management, and
auditing as well as other various operations and regulation amendment.

i. Affairs under the Bureau’s control and management

(—) AREEER * Investment utilization of the funds.

s EEvREERFEK - « Research analysis of fund investment in domestic and foreign financial market.
s EEREBAIERTIB IO - + Planning and execution of investment policy,

_ asset allocation and annual utilization plans for the Funds.
s RS RENER « EERERFEERFE 2 MHELRIT -

Iy - T o + Establishment of risk budgets, execution of risk management
c ERRARBEECHER - BREER AT RERBRE MR © for the Funds and analysis and compilation of regular risk reporting for the Funds.
c AR RERFMKENBIMBNAT - XBB I BEREET S/ * Planning and execution of the mandated investment plan,
c ESRBERTESHE  EESE RIESHEEEIE - selection, supervision and evaluation of mandated asset management institutes.
N7 = = 317 p/R A= H o~
HeEMALIEE « BR0H  SREEREMENSEEEEE » Fund procurement, accounting treatment and custody related affairs of fund investment utilization .
®* I EAIRRA =] Y EI\axal > BTk == =N B s=U
* Planning of fund information system, computer programming, data processing,

s EEFETREMRBAEIE -

and other information management related affairs.

s RS FERIGTEZHHRLAT

» Affairs related to annual budgets and final accounts of the funds.

s BEREFEBMEE ~ ITRER - + Planning and execution of annual fund audit plan.
s R BREEEC LT © + Planning, execution and appraisal of consolidated fund operations.
o HhER HSEFIHEBEEIE - » Planning and implementation of fund utilization regulations.

Other affairs related to fund manageme t. 3
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Objectives and Missions

(Z) BEEB/N
EfSERES

RIBES TRNEERE  BtREHS T cREES  BREIKERE2 - 73F 8 HE
ZEBEELHERIEKS THELR 2% E 15% BENRN - RAREBBRKERS  BENLE
TERNRES  THEIBEKERRSHNEE - 75 F5 T RN ERSRBLEEINERT - EF

S TRASESIENEF  ESERWRRZENMEREMIRTT 2 FEMFHAN R ZBUFREW S

I REE

REEETS T RARSFRFEFTER —FXEMME » 94 F5 TRARSKERPIEN @ #555
TRASRAHEERES  RUSTEBRASIKS > BERAKRSIHEZRBREED 6% RIK
SESTEARKEEF ST EERESGFHE 6% LACERESTEZEHEER  FHREEE
SESERIFH S TRKES » WEBHMEREMIRIT 2 FEMFAN X ZBATREB W S - LIFE
tRes TEFIRINEE -

ii. Introduction to all the Labor Funds

Labor Retirement Fund (the Old Fund)

To enhance protection for labor’s retirement
life, strengthen the employers’ obligation to care
for labor, and assure their financial security, the
Labor Standards Act were implemented in August
1984 and enforce the employers to contribute
pension reserve funds between 2% to 15% of
the total salary to gather and establish the labor
retirement fund. The employers bear the full
responsibility for the final payment. In 1986, the
Regulations for the Allocation and Management

of the Workers' Retirement Reserve Funds were
promulgated to officially launch the OIld Fund.
The rate of return of the fund was entitled to the government guarantee rates of no less than the 2-year time
deposit interest rate of the certain local banks.

Labor Pension Fund (the New Fund)

To solve the problem with the restriction of the Labor Retirement Fund that the requisition of seniority
should within the same business entity, the Labor Pension Fund Act was implemented in 2005 to reform
the New Labor Pension Fund to defined contribution plan, in which the individual pension accounts are
established and employers must contribute at least 6% of monthly salary for the labor to their personal
pension accounts. The labor may also voluntarily contribute up to 6% of their salary to their own pension
account with tax exemption. The funds contributed shall be gathered and used to establishing the New
Labor Pension Fund that are entitled to the government guaranteed returns with the interest rate of no less
than the 2-year time deposit interest rate from local banks, thereby to assure the retirement life of labors.

17
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SREE

BT REE 39 FEMH - EREETHNSE —ELSRREGE - ROLERE M - BEUDBE
(XNEBERECEETIASMRER  HESTREBRTE © 49 FEHS TREREHIERL
ZRBIE » BFBEARBHMRERERESRE  RIEERSBESTER Kt £5  ATKEF
w8 FREHMEFSMANTN > BRRESIAANREEBNEARELRS  BHFLE
REMNEENE - IRESREXBPFRRAERRAEFE 7.5%~13% * 105 F & 106 F55 THRE
BRAPIR 9% B 9.5% BT - BEHRBUTHRFAIGE -

MREE

2 FREMFERBIZNER - AU BFEREES X TERS T EEBRIFARMARESINE
REARZEGLN  WHREMRERRERTHRIEER - HREXBERIMRPB 2 REST @ =2
BRI RAEVEREL - LA B EBBEFIRMY AR RRARRERDERE » UREHKRE
R EREE Wi EBREFE - BIUIAFRRREZXSHBRBAEAZCARRFHFE 1% -

Labor Insurance Fund

The Labor Insurance has been launched since 1950 and was the first social insurance scheme
implemented in Taiwan. The scheme was not enforced initially but only the blue-collars of fixed employers
in certain industries were included in the scope of coverage. To strengthen the protection of labor, the
Labor Insurance Act implemented in 1960 underwent several amendments and has gradually expanded
compulsory insured targets and scope of coverage. In addition to providing payment to labor injuries,
diseases, dysfunction, childbirth, death, and seniority, the new pension payment started in 2009 further and
effectively safeguards essential financial security for labor or their surviving dependents, which serves as
the main force of maintaining social stability. According to the law, the insurance premium rate is 7.5% to
13% of the insured’s monthly insurance salary, namely 9% and 9.5% for 2016 and 2017, which should be
shared by the labors, the employers and the government.

Employment Insurance Fund

In 2003, the Employment Insurance Fund was established to incorporate with the implementation of
the Employment Insurance Act, according to which labor will be provided with unemployment compensation
when encountering involuntary unemployment incidents in addition to re-employment rewards for those
seeking for employment speedily and actively. Unemployed labor receiving occupational training will be
provided with living allowance for occupational training period, subsidies for unpaid parents leave for
raising children, subsidies for health insurance for unemployed labor, and other protections to stabilize their
fundamental life during the unemployment period, in addition to assisting them to reemploy soon again. The
current Employment Insurance rate is 1%.

9107 Moday [enuuy
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Bp -

BREE
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R ANBIFHERDERE > 105 F 5 106 FREBEXRD IR 8% 52 8.5% » I AN E &K
EXS
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Arrear Wage Payment Fund

To further strengthen wage protection, Article 28 of the Labor Standards Act has a provision for the
payment of wages in arrears: All business entities governed by the Act are required to pay into the Arrear
Wage Payment Fund each month an amount proportional to the total of wages insured for that month.
The current statutory rate is 0.025%. When a business is suspended, liquidated, or declared bankrupt,
outstanding wages, pensions, and severance pay may be paid first from the Arrear Wage Payment Fund
under certain conditions, and the employer is obliged to reimburse the fund within a specified period.

Occupation Incidents Protection Fund

To protect the rights of labor in occupational accidents, strengthen the prevention of occupational
accidents, and promote employment safety and financial development, the Occupation Incidents Labor
Protection Act was implemented in 2002 to establish Occupation Incidents Protection Fund, and to provide
supplementary protection for occupational accident labor apart from the Labor Standards Act and Labor
Insurance Act. The labors are included in the target of subsidy regardless of joining the Labor Insurance.
The subsidies were also provided to business entities employing occupational accident labor or providing
supporting facilities for work, and departments organizing the occupational accident prevention and
occupational accident labor’s career restructuring program.

National Pension Insurance Fund

To maintain the essential financial security of the citizens who are not participating in military, public
service, labor, and farmers’ insurance during senior, maternity, and physical and mental disability as well
as to maintain a secured life of the surviving dependents, the National Pension Insurance was launched in
October 2008 to provide the fundamental financial security for the nationals without adequate protection,
including the childbirth payment, physical and mental disability pension payment, senior pension payment,
funeral payment, and payment for surviving dependents’ pension, which premium will be shared by the
insured and the government. The insurance premium rate for 2016 and 2017 was 8% and 8.5%. The
government shall bear the responsibility of final payment.

21
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IV. Bureau Organization and Members
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(1] Organization Structure

EIISESFIN

y Director General

EXERIIE

hief Secretary
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Planning and Audit Domestic Foreign Investment Finance Risk Management

Division tment Division Division anagement Division

23
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Bureau Organization and Members

A Y

ASHR

AEEE10SFERERER 137 A ER—REMLTEFIA DRIRERSAREFEI4A -

WAWE 137 A > 2015t 94 A (5 69%) ~ SR 43 A (15 31%) - SFIIFERAY 42 5%
BREILE MAMEXE 70N (551%) @ HRHEARBLULERE  F60HE  oEZKHEEAS
101 A (4l 74%)

55% °
ARBEEABERIAT

 BARMRUEZMEEE (8BEAE) st 18 A ERIRIUEEE 33 AZ

(Il ) Personnel Profile

As of the end of 2016, the Bureau has 137 certified full-time employees, including 9 top managers (5
division leaders and 4 directors).

Among the current 137 staff, there are 94 female (accounting for 69%) and 43 male (accounting for
31%), with an average age of approximately 42 years old. With regards to education, 70 persons have
graduated with a degree from graduate school (accounting for 51%) and the others holding college degree
or higher. With regards to examination, 101 persons have passed the national examination and equivalent
tests (accounting for 74%). Additionally, there are 18 female supervisors with rank over section directors
(including senior rank) and 33 supervisors accounting for 55% of section directors.

The basic data of the Bureau's employees are analyzed below:

(—) AEHEEFRIERHETR

i. Rank and the Gender Statistical Table of the Bureau's employees

e

24

= -
E % Rank T BT =F EH
1481 Gender Senior Rank Junior Rank Elementary Rank Total
5 8 A 31 A N 43 A
Male 8 persons(5.8%) 31 persons(22.7%) 4 persons(2.9%) 43 persons(31.4%)
£°8 6 A 70 A 18 A 94 A
Female 6 persons(4.4%) 70 persons(51.1%) 18 persons(13.1%) 94 persons(68.6%)
CEH 14 A 101 A 22 A 137 A
Total 14 persons(10.2%) 101 persons(73.8%) 22 persons(16%) 137 persons(100%)

25
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. 12 persons (9% ) (M) XSS FE8EETE

'ﬁ@%éﬁ/ 16 A (12%) iv. Age Statistical Figure of the Bureau's Employees

Other Examinations,
16 persons (12%)

EiEs

Examination

=%,/101 A (74%)
High-Level Civil

Service Examination,
101 persons (74% )

(=) FAEBEBERE

iii. Education Statistical Figure of the Bureau's Employees

B85 A (4%)
Junior college,
5 persons (4%)

=i
Education °

KB,/ 62 AN (45%)

University,
62 persons (45% )

W%Rr, 70 A (51%)

Graduate school,
70 persons (51%)

26

60l E/2 A (1%)
60 Years old & older,
2 persons (1%)

29T/ 7N (5%)
29 Years old & younger,
7 persons (5% )

50-59 5%,/ 19 A (14%)
50-59 Years old,
19 persons (14%)

40-49 5%/ 65 A (48%)
40-49 Years old,
65 persons (48%)

30-39 5% 44 A (32%)
30-39 Years old,
44 persons (32%)

27
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(1) Diversified asset allocation based on the
outlook for financial markets

When planning annual fund asset allocation, the Bureau takes into account the types of funds, their
regulatory restrictions, the macroeconomic backdrop and financial markets. The Bureau also uses asset
allocation simulation system to determine the most efficient allocation for various levels of risk tolerance.
With the optimal risk/return asset allocation in place, the actual allocation is dynamically adjusted in
response to changes in market trends so as to create steady returns for the Labor Funds. Also, In
accordance with budget programming practices, the Bureau has used asset allocation plans to draw up
2017 budgets for each fund and to estimate their surpluses, deficits, cash flows, and investment profiles.

In a volatile global market with a low interest rate environment, the Bureau has continued to improve
its global diversified investment strategy in order to effectively diversify portfolio risks and enhance fund
utilization. The investment strategy now covers a wider range of financial products and markets and the
Bureau has added alternative investments with lower correlation to conventional equities and bonds, thus
controlling the downside risks of portfolios and increasing the stability of fund returns.
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BERSHESHRERKERBENE - RRKFERERERE > BR2IMRE > BILKEE
B BEERERRER  BRESBFENEE - LURES TMRREER2ERIKERE -

(1l ) Response to proposals for pension reform and
efforts to improve investment efficiency

Under the auspices of the Presidential
Office, the national pension reform committee
held weekly meetings between June 23 and
November 10, 2016, to canvas the views of
a variety of groups with a view to improving
the national pension system. The committee
reviewed the pension payment systems used
in Taiwan and abroad, and also brought
the Bureau in to give an overview of Labor
Fund and National Pension Insurance Fund

investment and to respond to the committee’s
questions and recommendations. The Bureau’s attendance helped the general public to understand how the
funds are managed and clarified the problems that need to be addressed in order to push the reforms forward.

National Affairs Conferences on pension reform were held regionally on December 31, 2016, and January
7, 8, and 14, 2017, followed by a national-level conference on January 22, 2017. The motivation for these
conferences was to enable the government to communicate with the public and reach consensus on how to
improve the design of the pension system and related regulations. The Bureau will follow the conclusions
reached at the conferences and government policies for pension reform.

The Bureau has always been committed to enhancing the Labor Funds’ steady long-term returns. Since
it was established on February 17, 2014, the Bureau has put in place a series of systems to integrate fund
investment teams, and the overall scale and returns of the Labor Funds have seen steady growth. Going
forward, the Bureau will continue to improve investment strategies, expand global positioning, optimize
investment portfolios, focus on risk controls, and increase the efficiency of fund operations in order to
safeguard the economic security of retirees.
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(1l ) Enhancement of risk control and audit management

In order to enhance control over the various risks arising from fund management, the Bureau has put in
place a risk control system to estimate daily value at risk (VaR) generated by each fund and so keep abreast
of changing risk levels in portfolios. The Bureau also monitors developments in global financial markets; in
the event of major market changes, ad hoc Risk Control and Management Team meetings are held to devise
necessary response measures. For example, in order to ensure the security of fund investment, in addition
to regular Risk Control and Management Team meetings tracking daily changes in risk exposure for portfolio
positions, the Bureau convened the ad hoc meetings to discuss the potential impact of and response
measures to Brexit and Donald Trump’s unanticipated election to the presidency. The Bureau also uses an
asset allocation simulation system to calculate risk limits for each fund in relation to day-to-day market risk
monitoring and so increase control over investment exposure.

The Bureau has always been rigorous in the monitoring of fund compliance with investment
management agreements and operational standards. Internal and external due diligences are carried out
in accordance with audit guidelines, and any mandated institutions that fall short are given a deadline
before which to address their problems and are subject to follow-up evaluation. In order to protect the Labor
Funds, the Financial Supervisory Commission is promptly notified of any domestic mandated institutions
that are suspected of violating regulations governing securities trading. In 2016, as part of its protection of
Labor Funds domestic investments, the Bureau conducted four internal operation audits and on-site audits
on twelve domestic mandated institutions (including five for the National Pension Insurance Fund) and two
custodian banks (including one for the National Pension Insurance Fund). All shortcomings found during
the audits have been dealt with, as was confirmed through follow-up checks, and audit results were shared
with the Financial Supervisory Commission in real time to enhance supervision. In addition, the Bureau also
carried out on-site visits at thirteen foreign mandated institutions and two foreign custodian banks (including
one for the National Pension Insurance Fund). No deviations from investment management agreements or
investment guidelines were found.
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(IV) A secure information environment to BRRENEE - NMEERRESRM - TR Edd REELEHREEERR -
ensure sustainable operations HIEEEEERERPEMNSETEEBCERARES R ETF; BSNERHD @ AR
AEMERENEREREREGREZERSI  BINEK T R2IRESC REEGEBRBKEL ) ZF
In response to IT security threats and in an attempt to enhance IT security protection, the Bureau has HE BIBE e NATEEBESREEZMALGE  THIGREBEE R EEX N EEARIBEZ AT

set up a range of systems, including firewalls, intrusion detection system, spam filters and antivirus systems
that block hacker attacks. In addition, the Bureau is running a Security Operation Center (SOC) to monitor
IT services. The SOC collects in real time data logs and records from firewalls, the intrusion detection

FFERTES "amE, » TEEH, &k EREE, <« RIEMER  LURBHE S S EEKRE
HE o EHAKRERLD > KRR 105 F 7 ARAERMAGEERES BEERE 4T TRIE

=4 e TE B A o & B f T % FIFEELFISEES r > SR SOTE Y
system and the antivirus servers, carrying out association analysis to identify potential IT security risks, SHANEREE - S REERKTBDEE  ARBEEXMTARE " HREREABRAEST
= > = 537, 2T 4 / = Y o
which are then immediately reported and dealt with. The Bureau also conducts regular disaster recovery A, MR ERIRZERT 12 REFEMBINERERE

drills to ensure being able to maintain core operations in the event of disaster.

In 2016, the Bureau introduced an Information Security Management System (ISMS) for two of
its core IT operations as a way to further enhance IT security. On July 19, the ISMS passed third-party
audit, receiving an ISO 27001: 2013 certification (TAF, IAF, DAKkS). This secure, stable and efficient IT
environment has been created for the Labor Funds in the hope of contributing to consistent long-term fund
performance and sustainable operations so as to protect the rights of the labor force.
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(V) Flexible adjustment of portfolio positioning and
implementation of socially responsible investment

In recent years, the global financial situation has been shifting at a rapid pace, and equity markets
around the world have also seen violent fluctuations. In this environment, the Bureau has employed market
timing strategies and dynamically adjusted portfolio positioning to avoid concentrated investment risks for
the Labor Funds. In addition, the Bureau has taken into account social and environmental considerations in
its investment decision-making and chosen to invest in companies with a focus on sustainable development.
In this way, the Bureau hopes not only to generate investment returns, but also to contribute to society, the
environment, and the economy.

In the area of in-house foreign investment, the Bureau has invested in corporate social responsibility—
themed mutual funds and ETFs. In the area of foreign mandates, the Bureau has sent out official letters
banning mandated institutions from investing in funds that fail to meet corporate social responsibility
standards. The Bureau also drawn up the Global ESG Quality Mix Equity Indexation mandate, which
integrates environmental, social and governance (ESG) factors among the criteria for investment target
selection and excludes investment in vice industries and controversial companies. At the same time, in
order to balance social responsibility and investment returns, the mandate also uses a high-quality Smart
Beta strategy that has low volatility and enhanced value.

In domestic investment, the Bureau took the lead by issuing a social responsibility report in July 2016
to disclose its management philosophy in the fields of investment, society, and the environment. As part of
its efforts to promote shareholder activism, the Bureau signed the Stewardship Principles for Institutional
Investors, initiated by the Taiwan Stock Exchange, and urged all twelve of its domestic mandated institutions
to follow suit.

N RECECEHEE - R RIETEER

HINFARBESREEFET » ARINATHRSRESBEELT/\BEHFEZEES LR
{EEREERAEE - A 105 F 1 BIBRRE » 48R 8 64 57T > BEEANEET 41 BTk 70 F
WEGZ #17H 23 BFFTT » BEIRESRABENR D - ZERERSFRERBAELR - ZART IR
B BAREBENSRERMREUE  HATMEREXNA/L BEZEXRT @ TAES
BB BUA ~ BINAFEES - DA EEMERREM SR B R RLERE -

SRESKREE/\BR LS > TE/NEEFMTTHEREE EEEESELEA
BEBBAT7 £ 8T 1.36 BRI BIBINSREDSI S -
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B

(VI ) Revitalization of real estate holdings to
enhance long-term steady returns

Despite the sluggish real estate market of the past few years, in January 2016 the Bureau managed
to auction off surface rights to the Labor Insurance Fund—owned land on Bade Road in Taipei (site of
the former Taipei Hope Plaza Farmer Market). The revitalization and development of the land brought
the Labor Insurance Fund more than NT$6.4 billion in income, including nearly NT$4.1 billion in royalty
payments and the right to charge a total of more than NT$2.3 billion in rent over the next 70 years. This
income will contribute to the Labor Insurance Fund’s long-term income, benefiting all of its participants.
The redeveloped land will bolster the nearby IT cluster and help form an industrial corridor that promotes
culture and green development, creating higher local tax revenues, greater job opportunities, and a more
prosperous IT industry and local shopping area.

In addition to the Bade Road plot, the Bureau also completed the revitalization of several small
properties owned by the Labor Insurance Fund by renting them out, requesting redevelopment by the
National Property Administration, and receiving compensation for putting them up for public use. The seven
revitalization projects generated more than NT$136 million and contributed to the income of the Labor
Insurance Fund.
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(VII ) Enhancing foreign investment strategies
to diversify investment risks

Since the beginning of 2016, the global political and economic situation has seen many major changes.
Financial markets around the world have also been highly volatile owing to the slowing economy in the
Eurozone, Brexit, the US presidential election and the Fed's rate hikes, the restructuring Chinese economy,
fast capital flow in and out of emerging markets, and fluctuations in commodity prices. In response to these
changes, the Bureau has committed to the principle of steady investment while maintaining the flexibility to
adjust investment strategies, and has continued to diversify the positioning of managed funds.

To create long-term steady returns for the Labor Funds, the Bureau has further improved investment
systems and adopted diversified positioning in response to changes in the global financial situation,
focusing on Smart Beta, alternative investments, and socially responsible investments. In addition, in 2016
the Bureau added private equity funds to its in-house foreign investment positions while increasing the use
of Smart Beta benchmarks to its foreign investment mandates. For example, the Bureau added two new
mandates (the Enhanced Asia-Pacific Mix Equity mandate that uses several Smart Beta benchmarks, and
the Global Multi-Asset mandate that combines bond, equity, and alternative investments), which will help
diversify fund investment risks and contribute to long-term steady income.
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(VI ) Continuing promotion of international exchanges
to keep abreast of global investment trends

The Bureau has continued to improve its interaction with foreign institutions so that it can expand
capabilities by learning from others in order to optimize fund management and allocation. In 2016, the
Bureau sent staff to the eighth Annual Asian Investment Conference to discuss financial investment trends
and strategies with international pension fund management institutions. The Bureau staff also visited
the Federal Reserve Bank of New York, MSCI, and Willis Towers Watson for discussions on the global
macro-economy, currency policies, investment strategies, and market trends. In November, the Bureau
attended the Institutional Excellence Award ceremony organized by Asianinvestor magazine, which was
also attended by representatives from public pension funds across the Asia-Pacific region and CEOs
from several global asset management and investment advisory companies. During the event, Bureau
representatives met with those from other pension fund management institutions and asset management
companies. This interaction has helped to raise the international visibility of Taiwan’s Labor Funds.

Also in 2016, Secretary General of the Asian Corporate Governance Association (ACGA) Jamie Allen
visited the Bureau for talks on the role of the institutional investor and corporate governance. In addition,
Tran Dinh Liéu, deputy director-general of the Vietnam Social Security, headed a delegation visiting the
Bureau to discuss a wide range of issues, including Taiwan’s pension systems, Labor Pension Fund
investment regulations, choice of investment targets, risk control, and the role the Labor Pension Fund has
played in the development of Taiwan’s financial market. These discussions were beneficial for all involved.
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(IX) Unwavering commitment to ethics and integrity
and thorough checks for adherence

As the agency responsible for managing Labor Fund investment, the Bureau has an unwavering
commitment to ethics and integrity. In accordance with the Bureau’s Rules Governing Conflict of Interest
and Confidentiality, all employees are required to sign a self-regulation agreement, committing themselves
to respect confidentiality and avoid conflicts of interest. For example, employees directly involved in fund
investments are banned from equity trading, as are the spouses and underage children of such employees.
In 2016, the Bureau carried out checks on staff members who signed the Direct Investment Self-Regulation
Agreement (128 people in total). The Bureau selected thirteen employees (i.e. about 10%) in an open
random draw and sent letters of inquiry to the Taiwan Depository & Clearance Corporation. No violations
were found on the part of the thirteen employees, their spouses, or underage children (a total of 30 people).
In addition, the Bureau conducted due diligence checks for compliance with the Act on Property Declaration
of Public Servants and found no deliberate false declarations of property or abnormal changes in assets

Apart from the afore-mentioned checks, the Bureau also visited major mandated institutions to
determine whether the Bureau had interfered in any way with fund investments and how others rated our
integrity: All respondents recognized our staff' s high ethical standards. To ensure that all staff members
fully understand and follow all ethics and integrity standards and regulations, the Bureau has stepped up
its awareness campaigns on the Act on Recusal of Public Servants Due to Conflicts of Interest, the Ethics
Guidelines for Public Servants, and the Guidelines on Requesting an Intercession for Executive Yuan and
Subordinates.
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(X] Regularly report the utilization status of funds and major
issues to the Labor Funds Supervisory Committee

The Bureau attends monthly Labor Funds Supervisory Committee meetings and National Pension
Supervisory Committee meetings to report on the annual investment plans, performance, asset allocation,
budgets, and financial statements of funds. Bureau representatives are assigned to attend the Labor
Insurance Fund Supervisory Committee meetings and the Arrear Wage Payment Fund Management
Committee meetings. To further improve fund utilization, the Bureau takes suggestions from committee
members specializing in labor relations and finance.

In 2016, the Labor Funds Supervisory Committee reviewed and approved the 2015 Labor Funds
financial statements, the 2016 Labor Funds audit report, the 2017 asset allocation and investment utilization
plan (and revised plan), the 2017 Labor Funds budget, monthly fund revenues, expenditures, and utilization
overviews. In addition, the conference of the National Pension Supervisory Commission reviewed and
approved the 2015 National Pension Insurance Fund (NPIF) financial statements, the 2016 NPIF audit
report, the 2017 NPIF asset allocation and investment plan (and revised plan), the 2017 NPIF budgets,
risk control measures, monthly fund utilization overviews and asset allocation analyses, and amendment
of the Directions for Derivatives Transaction for National Pension Insurance Fund and the Directions for
Management and Utilization of the National Pension Insurance Fund.
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Winner of Asianlnvestor magazine’s Institutional
Excellence Awards for Pension Fund, Innovation, and
Individual Contribution to Institutional Investment

In 2016, internationally renowned Asianinvestor
magazine recognized the Bureau’'s excellence among
institutional investors in the Asia-Pacific region and
presented it with Institutional Excellence Awards for
Pension Fund and Innovation. Former director general
of the Bureau Huang Chao-hsi also won an award for

Individual Contribution to Institutional Investment.

During the selection process, the magazine
examined Asian investment institutions by geographical
location, type of organization, and field of expertise.

Award criteria include institutional management, = H. 4> >3 HH BV o
o2 28 3 H RN

investment processes, information transparency, professional talent pools, operational innovation, contribution to

Y > .
the capital market, and corporate social responsibility. /11, Utilization Status o1 ¥

In 2015, the Bureau was named a winner in the public pension fund category. This year, the private and
public pension fund categories were combined and the Bureau once again received recognition, winning the
award for best pension fund in the Asia-Pacific region and innovation awards for excellence in asset allocation,
diversification of investments, systematic integration of various funds, and commitment to ESG issues.

In addition to the aforementioned awards, former director general of the Bureau Huang Chao-hsi also
won an award for Individual Contribution to Institutional Investment for his leadership that led to the effective
integration of the Labor Funds, improvement of various investment systems, and enhancement of fund
investment results. With three awards in total, the Bureau became the most decorated institution in the Asia-
Pacific region, notching up another endorsement of its investment expertise.

Asianlnvestor magazine held the award ceremony in Singapore, attended by representatives from the
public pension funds of several countries in the Asia-Pacific region and CEOs of international asset management
and investment advisory companies. At the ceremony, the Bureau took the opportunity to network with
personnel from international pension funds and asset management institutions, which has helped us to raise the
international profile of our Labor Funds.

46



105 FE L S5 B E & BB AR 3 K
3,451 7T HhHi - BHLRES 5
R HR BRBELESFBIRETR
REDRIA 1 JK 6,982 =TT ~ 8,184 &7 »
6,965 =7t ~ 1,101 85T ~ 117 {8t k2 102
BT - AREHBERERL BT BT
BREsESAREN  TRENESES
2TRE  BIRERERRIEN R
DIESRERE  RF RS TR - 105 FRIEBSBESTERUEER 1,096 BT KEER
3.53% « BB ERESIRGEBA 99 BT - BEHE 97 12 105 FELL - SHESRBMR
BRYEERBERAREEMS  EETSRARGER 100 F2RAKTAE - SFRA 4,950
5T BIRESIKTIE 320 (85T - B 10346 2 A 17 ARSEABKLE 105 FEL » 48
BRESUGEBARR 2,469 85T~ 198 7L+ EES RREAREERA IS -

As of the end of 2016, the total assets under management (AUM) of the Labor Funds amount to
NT$3.3451 trillion, including NT$ 1.6982 trillion of the Labor Pension Fund (the New Fund), NT$818.4 billion
of the Labor Retirement Fund (the Old Fund), NT$696.5 billion of the Labor Insurance Fund, NT$110.1
billion of the Employment Insurance Fund, NT$11.7 billion of the Arrear Wage Payment Fund and NT$10.2
billion of the Occupation Incidents Protection Fund.

In order to enhance investment efficiency and Labor Fund performance, the Bureau follows the
principles of prudent operation and has taken many actions such as using diversified strategies, closely
monitoring the funds’ value at risk (VAR), and flexibly adjusting timing for investment. In 2016, the
Labor Funds recorded a combined return of NT$109.6 billion, or 3.53%, after mark-to-market, while the
commissioned National Pension Insurance Fund gained NT$9.9 billion. Thanks to prudent and steady
asset allocation and risk control systems, between 2008 and the end of 2016 the Labor Funds recorded a
net profit of NT$495 billion and the National Pension Insurance Fund a net profit of NT$32 billion, despite
losses during the Global Financial Crisis and the 2011 global equity market meltdown. From February 17,
2014, when the Bureau was set up, to the end of 2016, total profits of the Labor Funds and the National
Pension Insurance Fund amounted to NT$246.9 billion and NT$19.8 billion, respectively, indicating effective
investment synergy through management integration.
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1. $i&I45EE S (i) Labor Pension Fund (the New Fund)

ERIEHE

Utilization ltem

1. SRITHER
Bank Deposits

2. EIREHES

Domestic Debt Securities

3. BRI
Domestic Equity Securities

4. BIIMEFEES

Foreign Debt Securities

5. BISMELRFE S

Foreign Equity Securities

6. BEERE

Alternative investments

&t

Total

ECE LB (%)
Allocation Percentage (%)
=g =45
In-House Mandate
16.03 S
12.37 -
3.87 14.54
8.84 10.94
1.68 20.59
1.42 9.72
44.21 55.79
100.00

BEER#E (T)
Allocation Amount (Thousand NT$)
= =45
In-House Mandate
272,138,029 S
210,111,929 -
65,672,652 246,900,976
150,215,292 185,761,549
28,480,065 349,760,208
24,117,400 165,021,550
750,735,367 947,444,283

1,698,179,650
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<5 FH
Utilization Status of Funds

2. B#HI%5RE S (i) Labor Retirement Fund (the Old Fund)

3. B{REE (iii) Labor Insurance Fund

BECELEHI (%) BEESE (Fx)
SERIEE Allocation Percentage (%) Allocation Amount (Thousand NT$)
Utilization Item A =4} B w44
In-House Mandate In-House Mandate
1 « M 17 lg\h
RITIER _ 18.04 - 147,611,658 -
Bank Deposits
2. BA
@W%ﬁ'ﬁ 5 14.74 . 120,586,963 .
Domestic Debt Securities
3. BERSE
.I*.I*Eﬁnﬂ . . 10.09 13.76 82,586,928 112,577,761
Domestic Equity Securities
4. B
@]ﬂ,{ﬁﬁ"ﬂﬁ " 6.60 8.21 54,030,595 67,152,331
Foreign Debt Securities
5. EESEE
IE_EIQH‘ ﬁnﬂ_ » 4.81 16.52 39,374,145 135,318,791
Foreign Equity Securities
6. B
%ﬁ?l_é . 1.64 5.59 13,422,368 45,722,200
Alternative investments
. 55.92 44.08 457,612,657 360,771,083
(=~
Total
100.00 818,383,740
50

ECE LB (%) EEEE£% (F)
ERER Allocation Percentage (%) Allocation Amount (Thousand NT$)
Utilization Item B B =45b
In-House Mandate In-House Mandate
1 O O 17 l_*\h
BITE , 18.45 - 128,460,132 -
Bank Deposits
2. B BiE=
.WE?%"E - 11.45 . 79,771,552 -
Domestic Debt Securities
3. BlRtELSES
.W*Efé"ﬂ . N 16.86 3.95 117,425,961 27,534,371
Domestic Equity Securities
4. EE=
@Mﬁﬁ“ﬂ# 5 8.75 8.02 60,950,724 55,869,523
Foreign Debt Securities
5. BlYMERS T
.QHEQHE_ . 7.31 11.39 50,913,604 79,339,753
Foreign Equity Securities
6. BEEFYT
7% $§§ . 6.19 7.63 43,099,744 53,173,698
Alternative investments
AE‘I’ 69.01 30.99 480,621,717 215,917,345
[=N=}
Total
100.00 696,539,062

i3 SEREHEEREERLIM  BURIAEEXERMBRBAER -

Note: Alternative investments include house and land, loans to government institutions

or state-owned enterprises and loans to the insured.
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4. FR{REZL (iv) Employment Insurance Fund

ERIRE

Utilization Item

1. SRITHER
Bank Deposits

2. BREHES

Domestic Debt Securities

3. BISMETRE S

Foreign Debt Securities

&t

Total

BE

5. FERB(EESE (v) Arrear Wage Payment Fund

ERIRE

Utilization ltem

1. $R1THER
Bank Deposits

2. BREHES

Domestic Debt Securities

3. B IERRE S

Domestic Equity Securities

&t

Total

52

BE

BCELEHI (%)
Allocation Percentage (%)
=5
In-House Mandate
54.77 -
33.35 -
11.88 -
100.00 -
100.00
BECE LB (%)
Allocation Percentage (%)
=5
In-House Mandate
64.52 -
23.90 -
11.58 -
100.00 -
100.00

BEEE®EE ()
Allocation Amount (Thousand NT$)
BE
In-House Mandate
60,289,447 -
36,711,585 -
13,077,645
110,078,677 -
110,078,677
BEEE®%E (Fr)
Allocation Amount (Thousand NT$)
BE =5
In-House Mandate
7,558,702 -
2,800,000 -
1,356,329 -
11,715,031 -
11,715,031

6. B SS{R#EE R (vi) Occupation Incidents Protection Fund

ERIRE

Utilization Item

1. $RITFRR
Bank Deposits

at

Total

7. Bl E <& (vii) National Pension Insurance Fund

ERIEE

Utilization ltem

1. $RITHER
Bank Deposits

2. BREHES

Domestic Debt Securities

3. BRI LREESH
Domestic Equity Securities

4. BIIMETEES

Foreign Debt Securities

5. BISMEZR S
Foreign Equity Securities

6. BIERE

Alternative Investments

&t

Total

BECE LI (%)
Allocation Percentage (%)
BE =45
In-House Mandate
100.00 -
100.00 -
100.00
BCE LB (%)
Allocation Percentage (%)
&g =9
In-House Mandate
12.33 -
10.99 -
19.19 9.22
14.77 5.74
8.34 9.84
6.93 2.65
72.55 27.45
100.00

BEEE% (F)
Allocation Amount (Thousand NT$)
& =5
In-House Mandate

10,206,255 -
10,206,255 -
10,206,255
BB (F)
Allocation Amount (Thousand NT$)
= =45
In-House Mandate
30,885,169 -
27,524,423 -
48,059,515 23,072,522
36,977,931 14,379,876
20,867,687 24,657,841
17,347,290 6,638,140
181,662,015 68,748,379
250,410,394
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1. SiHSREE

105 FEFER MDA 51518 4,083 BT » Wan = 3.2303% ° B 94-105 FEER FA & &

2,362 15 3,026 BT * BFWRIBERAI TR

(i) Labor Pension Fund (the New Fund)

Post-valuation returns for 2016 stood at NT$51,540.83 million, a rate of return of 3.2303%. Net
investment profits from 2005 to 2016 amounted to NT$236,230.26 million. Returns for each year are

detailed in the table below.

54

FE

Year

94 F
2005

95 &
2006

96 &
2007

97 &
2008

98 &
2009

99 &
2010

100 £
2011

101 £
2012

102 £
2013

103 &
2014

104 &
2015

105 &
2016

EEBRBE (Tt)
Realized Profit/Loss

(NT$)

60,203,663

1,235,817,006

2,023,543,911

-9,925,805,569

21,087,353,599

18,138,714,112

4,318,754,984

9,960,029,349

41,275,033,079

49,069,964,646

27,193,255,367

31,682,095,005

RERIRAZE (TT)

Unrealized Profit/

Loss (NT$)

-1,268,028,530

-7,737,513,792

27,025,213,760

-9,935,201,877

-30,719,813,289

30,674,799,730

14,384,889,297

26,330,008,362

-28,501,781,943

19,858,730,270

BERFWEE ()
Actual Return

(NT$)
60,203,663
1,235,817,006
755,515,381
-17,663,319,361
48,112,567,359
8,203,512,235
-26,401,058,305
40,634,829,079
55,659,922,376
75,399,973,008
-1,308,526,576

51,540,825,275

Actual Rate of
Return (%)

1.5261

1.6215

0.4206

-6.0559

11.8353

1.5412

-3.9453

5.0154

5.6790

6.3814

-0.0932

3.2303

BFWEE (%) REWEE (%)

Guaranteed Rate

of Return (%)

1.9278

2.1582

2.4320

2.6494

0.9200

1.0476

1.3131

1.3916

1.3916

1.3916

1.3722

1.1267

2. EFIERER

105 FEFHMERW /295 B 129 BT - s K 4.1660% ° B 76-105 FEEMAFA @/ 3,026
£ 1,866 BT » BFEWs BT -

el

(ii) Labor Retirement Fund (the Old Fund)

Post-valuation returns for 2016 stood at NT$29,501.29 million, a rate of return of 4.1660%. Net
investment profits from 1987 to 2016 amounted to NT$302,618.66 million. Returns for each year are

detailed in the table below.

FE

Year

76 &£
1987

77 &
1988

78 &
1989

79 &
1990

80 &
1991

814
1992

82 &£
1993

83 &
1994

84 F
1995

85 F
1996

86 F
1997

87 &£
1998

88
1999

S8R\ (7t)
Realized Profit/Loss

(NT$)

195,492,785

1,045,481,197

1,603,011,149

3,308,016,402

4,652,868,846

4,542,827,749

5,374,909,463

6,129,115,699

6,907,041,266

7,703,632,104

9,050,761,238

10,484,041,219

10,418,620,554

KRERBE ()
Unrealized Profit/

Loss (NT$)

-41,055,343

41,055,343

-151,292,051

151,292,051

-943,392,902

943,392,902

BEIRERE (7T)

Actual Return

(NTS)

195,492,785

1,045,481,197

1,603,011,149

3,308,016,402

4,652,868,846

4,542,827,749

5,333,854,120

6,170,171,042

6,755,749,215

7,854,924,155

9,050,761,238

9,540,648,317

11,362,013,456

Actual Rate of
Return (%)

5.1450

5.2559

5.5987

9.0849

10.5332

8.5531

8.2595

8.1048

7.7461

8.2194

8.2026

7.4848

7.3193

of Return (%)

5.2500

5.2500

5.7979

9.4145

9.5500

8.4727

7.8947

7.6656

7.3260

6.9109

6.2354

6.2739

5.8729

BIRWEE (%) REWEE (%)

Guaranteed Rate
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FE

Year

89
2000

90 &
2001

91 5
2002

92
2003

93 &
2004

94 &
2005

95 &
2006

96 &
2007

97 &
2008

98 &
2009

99
2010
100 £
2011

101 &
2012

102 &
2013

103 &
2014

104 &
2015

105 £
2016

EERBE (T)

Realized Profit/Loss

(NT$)

26,362,390,820

8,841,137,160

5,453,450,702

4,951,433,713

7,042,282,744

-3,962,322,971

10,514,206,384

20,542,074,714

-879,117,059

12,670,338,061

13,839,057,273

3,208,227,451

10,241,464,929

20,495,872,840

25,778,180,613

19,514,987,890

15,646,499,632

REIRBE (TT)
Unrealized Profit/
Loss (NT$)

-24,745,701,638
-1,396,932,096
-3,104,097,818
11,107,609,730

392,102,202
15,140,294,989
9,716,555,781
906,711,137

-41,948,173,329
51,090,338,126
-3,012,906,896

-22,305,782,967
15,029,434,922
17,213,457,746
15,987,786,018

-22,982,810,017

13,854,788,727

BRI (T)

Actual Return

(NT$)

1,616,689,182

7,444,205,064

2,349,352,884

16,059,043,443

7,434,384,946

11,177,972,018

20,230,762,165

21,448,785,851

-42,827,290,388

63,760,676,187

10,826,150,377

-19,097,555,516

25,270,899,851

37,709,330,586

41,765,966,631

-3,467,822,127

29,501,288,359

i FEERBBDCRERIIRYIEFBRER - TERRMEEALURY RIRBRTE -
Note: The annual utilization profit and loss has been set aside in preparation to account
for the trading loss and the post-evaluation return rate was calculated based on

56

the total profit and loss after the aforementioned set aside.

BIFRRE (%) FREBUEER (%)
Guaranteed Rate
of Return (%)

Actual Rate of
Return (%)

0.5500

3.1295

0.8964

5.4054

2.2131

2.9981

5.0808

5.0406

-9.3734

13.4012

2.1135

-3.5329

4.4992

6.5813

7.1930

-0.5847

4.1660

5.1055

4.0263

2.2645

1.4124

1.1807

1.4441

1.7990

2.0805

2.2794

0.6607

0.6691

0.8882

0.9675

0.9675

0.9675

0.9458

0.7086

3. BRE®

105 FE N ER R /R 27012 287 BT » WA= 4.0236% - H 84-105 FEEMAF Mt /% 3,213

£ 2,050 BTt » BEWRBREA TR -

(iii) Labor Insurance Fund

Post-valuation returns for 2016 stood at NT$27,002.87 million, a rate of return of 4.0236%. The
net investment profits from 1995 to 2016 amounted to NT$321,320.50 million. Returns for each year are

detailed in the table below.

FE

Year

84 F
1995

85 £
1996

86 £
1997

87 &
1998

88 £
1999

89 £
2000

90 £
2001

91 &
2002

92 £
2003

93 &
2004

94 F
2005

95
2006

96 F
2007

o7
2008

ERIRER (T)

Realized Profit/Loss

(NT$)

8,229,101,233

9,506,878,126

13,352,331,261

18,026,857,905

22,729,161,004

38,595,611,929

19,375,754,088

9,130,022,785

4,431,283,483

6,680,800,033

9,968,268,744

15,542,903,912

27,724,586,150

-12,684,802,158

KRERER (7T)
Unrealized Profit/Loss

(NT$)

-2,077,375,850

2,077,374,946

-32,946,645,600

-2,404,958,898

-3,360,495,569

22,776,935,359

7,735,821,036

6,693,108,572

17,803,537,337

-3,548,648,676

-42,165,760,443

BISWER (TT)

Actual Return

(NT$)

8,229,101,233

9,506,878,126

13,352,331,261

15,949,482,055

24,806,535,950

5,648,966,329

16,970,795,190

5,769,527,216

27,208,218,842

14,416,621,069

16,661,377,316

33,346,441,249

24,175,937,474

-54,850,562,601

BRWEE (%)

Actual Rate of Return

(%)

7.7800

6.8000

6.4602

5.6902

7.0668

0.9166

3.3716

1.1499

5.8632

3.1218

3.7890

7.9096

5.7808

-16.5253
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4. FRE®
105 FEFNERKRA R/ 1TE7,616 &8I Wt Z 1.1003% - B 92-105 FEEH F M o 7
148 5 1,964 BT » BFEWB BT

(iv) Employment Insurance Fund

Post-valuation returns for 2016 stood at NT$1,176.16 million, a rate of return of 1.1003%. Net
investment profits from 2003 to 2016 amounted to NT$14,819.64 million. Returns for each year are detailed
in the table below.

9107 1oday [enuuy
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R 2EBIREE () BIRER (T) BIEWZE (TT) BIEUEEER (%)
Year Realized Profit/Loss Unrealized Profit/Loss Actual Return Actual Rate of Return
(NT$) (NT$) (NT$) (%)
250? 588,040,461 - 588,040,461 1.4500
R 2EIRBE (Tt) KERBE () BIEUEEE (T) BIFUWEE (%) 93 &
Year Realized Profit/Loss Unrealized Profit/Loss Actual Return Actual Rate of Return 2004 587,952,200 - 587,952,200 1.1500
(NT$) (NT$) (NT$) (%)
94
98 5005 823,790,637 ; 823,790,637 1.3008
-2,480,296,637 45,743,629,721 43,263,333,084 18.2067
2009 95 &
99 ) 1,259,607,864 ; 1,259,607,864 1.6730
11,793,394.400 1,228,217,007 13,021,611,407 3.9629 006
2010 96
100 & 5007 1,745.718,934 - 1,745.718,934 1.9925
10,667,582,997 -23,115,397,334 12,447 814,337 -2.0748 00
2011 o7 &=
101 & 2,399,283,110 ; 2,399,283,110 2.4006
16,226,074,129 15,077,906,619 31,303,980,748 6.2533 2008
2012 98 &
102 & 5000 869,598,371 ; 869,598,371 1.1506
19,957,756,684 10,486,768,438 30,444,525,122 6.3468
2013 99 ¥
103 & o1 505,036,017 ; 505,036,017 0.8513
25,079,950,778 5,962,806,463 31,042,757,241 5.6104 010
2014 100 &
104 & o1+ 722,922,785 - 722,922,785 1.0827
14,617,598,391 -18,120,013,892 -3,502,415,501 -0.5453 0
2015 101 &
105 & 2012 853,062,074 ; 853,062,074 1.1182
19,120,915,904 7,881,956,042 27,002,872,846 4.0236
2016 102 &
886,456,243 ; 886,456,243 1.0496
2013
103 & 995,007,851 ; 995,007,851 1.0727
2014
;8f5$ 1,265.282,677 140,829,545 1,406,112,222 1.3986
;g%ﬁ 1,576,278,938 -400,122,923 1,176,156,015 1.1003
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5. BREEER 6. B REEM

105 FENEBENLS A 2R 3,730 BT » WK 2.1071% - B 97-105 FEERFFH A 12 105 FEER MR/ 9,486 BIT ' Wi 0.8975% - B 91- 105 FEERFM #5221 1/25,819
8 134 BT ' BERSRBRATR - 8t BERRBIEANTER
(v) Arrear Wage Payment Fund (vi) Occupation Incidents Protection Fund

Post-valuation returns for 2016 stood at NT$237.30 million, a rate of return of 2.1071%. Net investment Post-valuation returns for 2016 stood at NT$94.86 million, a rate of return of 0.8975%. Net investment

profits from 2008 to 2016 amounted to NT$1,201.34 million. Returns for each year are detailed in the table profits from 2002 to 2016 amounted to NT$2,158.19 million. Returns for each year are detailed in the table

9107 Modoy [enuuy

i AESERKmEIAEERER
Note: All the actual returns were realized profits for the fund.

below. below.
wg  CERBN(T)  KERSS(GT)  ERKESB(T)  ERKEE (%) wg  CERBRN(T)  KERBS(T)  EREESB(T)  ERKEE (%)
Vx| Realized Profit/Loss Unrealized Profit/Loss Actual Return Actual Rate of Return Y Realized Profit/Loss Unrealized Profit/Loss Actual Return Actual Rate of Return
(NT$) (NT$) (NT$) (%) (NT$) (NT$) (NT$) (%)
o7 & 124,561,159 -499,569,834 -375,008,675 -5.3143 o1 & 146,873,001 - 146,873,001 2.1900
2008 2002
98 & -89,922,811 492,462,990 402,540,179 5.7600 92 & 151,623,997 151,623,997 1.4300
2009 2003
99 & 105,764,422 -2,107,559 103,656,863 1.4218 93 & 133,612,024 133,612,024 1.1693
2010 2004
100 & 119,614,304 -26,709,007 92,905,297 1.1822 94 £ 145,614,535 145,614,535 1.2187
2011 2005
101 & 128,297,912 95,549,280 223,847,192 2.6686 95 & 207,200,423 207,200,423 1.6541
2012 2006
102 & 112,474,102 71,985,135 184,459,237 2.0785 96 & 262,915,362 262,915,362 2.0322
2013 2007
103 & 155,900,031 20,215,841 176,115,872 1.8008 o7 & 306,919,019 306,919,019 2.3091
2014 2008
104 ﬂi 246,530,681 -91,004,778 155,525,903 1.4688 98 ﬂi 94,071,826 94,071,826 0.7124
2015 2009
105 ﬂi 198,216,653 39,078,998 237,295,651 2.1071 99 ﬂi 74,468,524 74,468,524 0.5840
2016 2010
100 ﬂi 108,479,897 108,479,897 0.8766
2011
101 ﬂi 117,321,149 117,321,149 0.9768
2012
102 ﬂi 104,181,995 104,181,995 0.8974
2013
103 ﬂi 100,295,900 100,295,900 0.8916
2014
104 ﬂi 109,756,138 109,756,138 1.0049
2015
105 ﬂi 94,856,641 94,856,641 0.8975
2016
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105 FETEBRIWNIE A 99 = 4,658 BT » s X 4.2571% > B 97-105 FEER B 2 A
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(vii) National Pension Insurance Fund

Post-valuation returns for 2016 stood at NT$9,946.58 million, a rate of return of 4.2571%. Net
investment profits from 2008 to 2016 amounted to NT$31,957.18 million. Returns for each year are detailed
in the table below.

62

. ERMAMS (T)  RERAN (T)  EBMESE ()  EEGEE (%)
Year Realized Profit/Loss Unrealized Profit/Loss Actual Return Actual Rate of Return
(NT$) (NT$) (NT$) (%)
o7 % 214,353,514 - 214,353,514 2.3858
2008
98 % 710,922,899 100,306,061 811,228,960 1.5213
2009
o9 & il RAREE
2010 1,331,321,869 1,504,477,358 2,835,799,227 3.7352
VIII. Outlook

;8?1 % -1,652,394,007 -1,956,999,279 -3,609,393,286 -3.6625 ~

101 &
2012 2,495,097,980 3,460,369,716 5,955,467,696 5.0627
;8123ﬂ5 4,607,277,801 1,506,710,543 6,113,988,344 4.0636
;8?4£E 5,743,655,209 4,903,481,785 10,647,136,994 6.0458
;8:155'5 4,342,659,242 -5,300,635,804 -957,976,562 -0.4463
;(())156ﬂ£ 6,857,571,911 3,089,004,350 9,946,576,261 4.2571
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REBRBFEEESRECZESEERA  SIEREBREBRBREFZMEERE > KEBEIT5E
EESNAFRESKREBRELIR  SEHBRRIRFEERDZREESREBCR » RRTFHRERER
REHIZRZIEDBR LIFESREBENRE T HAE  LIRERESKERE -

REASRERLG  ESBEERECEL]  RURAKREMSEERIBLER HER » I=E
ERREEBEBREATULE - ARKFEREEREBZME  BERPBMEAGERR
A2 BUIBL T - LUB(t B ERCEREE -

(1) Enhancing asset allocation while following fund investment policies

Investment policies are the guiding principles for all investments, and each of the investments follows
the guidelines laid out in the Investment Policy Statement. Since the Bureau adopted the Investment Policy
Statement for the Labor Funds and the National Pension Insurance Fund, we have regularly checked
operations for compliance. Going forward, the Bureau will continue to review policy statements where
necessary so as to adapt to significant changes in cash flow and mid-to long-term financial market outlooks,
and to ensure the sustainability of the funds.

In an attempt to generate a steady income for the funds, the Bureau uses long-term historical data of
representative market indices when devising asset allocation plans and takes into consideration upcoming
economic changes. The Bureau will continue to pursue substantive research into asset allocation trends and
enhance forecast modules for long-term rates of return. At the same time, the Bureau continuously conduct
refined analysis of parameters to further improve asset allocation efficiency.
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(1l ) Selecting high-quality mandated institutions and
continuing to promote socially responsible investment

Over the years, the Bureau has made a great commitment to enhancing the returns of its mandates
and promoting socially responsible investment. In 2017, in order to improve administrative efficiency and
encourage more high-quality investment teams of Taiwan to make bids, the Bureau will again integrate
the same types of mandates and organized joint selections of investment managers. It will also increase
mandate amounts and terms of investment management to encourage investment trust companies to try
to win bids by assembling the best investment and research teams. During regular evaluations, the Bureau
will review overall account performance and reward outperformers by renewing contracts or increasing
mandate amounts, thus building long-term partnerships with excellent institutions and enhancing mandate
performance.

On the other hand, in an effort to promote socially responsible investment (SRI), the Bureau has
continued to urge mandated institutions to incorporate SRI into investment strategies. Following the adoption
of SRI indices such as the Taiwan Employment Creation 99 Index and the Taiwan High Compensation 100
Index as benchmarks in the 2011 and 2014 domestic mandates, respectively, the Bureau is set to introduce
the ESG index in 2017 as a mandate benchmark. By comparison with the aforementioned Taiwanese SRI
indices, the ESG index covers a wider range of environmental, social, and corporate governance issues and
is in line with the global SRI trend. The Bureau hopes its efforts will spur SRI development in Taiwan and
encourage companies to fulfill their corporate social responsibility and create a win-win situation.
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(1l ) Keeping abreast of changes in economic cycles
and diversifying mandate strategies

Looking ahead, changes in the global markets and economic cycles are likely to contribute to further
market volatilities. To effectively diversify portfolio investments and reduce risks, the Bureau will continue to
design a variety of overseas mandate types to select a diverse pool of excellent professional managers who
will operate the mandate accounts in a flexible way and seek to enhance fund returns.

Given the direction in which interest rates are heading, and in response to changes in current economic
cycles, the Bureau has planned the overseas Absolute Return Fixed Income mandate, which eschews the
traditional relative return benchmark in favor of an absolute return one. This change was introduced to
encourage managers to invest in a more flexible manner so as to generate positive returns in all kinds of
market environments. Apart from this new mandate, the Bureau has also selected as benchmarks indices
that cover a wider range of factors, such as the ESG index, and designed the Global ESG Quality Mix
Equity Indexation mandate. The Bureau has optimized mixed Smart Beta indices to minimize the impact of
economic cycles on individual Smart Beta indices, control downside risks, and obtain superior risk-adjusted
returns. In the future, the Bureau will continue to closely monitor changes in the global financial landscape,
adjust investment portfolios according to market trends, and invest in diverse assets to generate long-term
steady returns for the funds.
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(IV ) Comprehensively updating information
platform in step with IT development

When the Bureau was founded it set up a Chinese-English bilingual website on which it regularly provides a
variety of information. However, with the growth of the funds and the increase in investment targets, the amount
of disclosed information has also increased; as a result, the Bureau needs to improve the overall quality of the
website in order to achieve greater clarity and provide users with an easier access to information. To enhance
communication with the general public, the Bureau website is scheduled to be overhauled in 2017 as part of the
transformation project of the Ministry of Labor’s shared website framework.

The Bureau’s website remodeling will incorporate wider trends in IT development and user habits. Some
of the key targeted areas include the use of shared platforms to improve overall visual presentation, user-
friendly information sharing, increased use of social media to step up real-time communication with the public,
enhancement of the website management system, and improvements to website governance and service quality.
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IX. Major Events in 2016

T £ &£ &

Summary

BIERM T SBESREITE]

TERMABMRBDER 1

01 05 Amendment and promulgation of the Directions for Derivatives Transaction for the Labor
Funds.
BIERA "SHESERRKEESBEIMNIERGHRIEFERE, -

01 08 Amendment and promulgation of the directions for selection of overseas investment
counterparties for funds under the Bureau’s management.
1tZ2{E5E (Northern Trust) #2%k Steve Potter REFF:H » MK BERENIKE
Steve Potter, President of Northern Trust Asset Management, visited the Bureau to exchange
views on the global economic outlook and investment trends.
SERATHISIRES 100 FEH | RENEERR A HERFAGEEN -
Completion of additional funding for the 2011 first overseas discretionary investment of the
Global Real Estate Securities mandate for the Labor Pension Fund.
Bt TRRIERMERESI R RELAEEESCBmIERER, -

01 1" Abolition of the directions for investment of beneficiary certificates and securitized products for
the Arrear Wage Payment Fund.
BIEEM TS ESBRAERER, -
Amendment and promulgation of the Utilization Directions for the Labor Funds.
EREATRLY @ EHEMAMENE Laszlo ANDOR 33 BUBHESE(ER
MBS FZE M °
Laszlo Andor, former Commissioner for Employment, Social Affairs and Inclusion of the
European Commission, visited the Bureau to discuss issues including the running and planning
of pension funds.
BIEEEM "85 DRRSEFIRARESFRINEGETRIEREER, -

01 18 Amendment and promulgation of the Directions for Foreign Currency Deposits for the Labor
Pension Fund.
SRESIE /\BEAZESREM DR - IEFRE -

01 25 Successful auction of the right of superficies to the Labor Insurance Fund—owned plot on Bade
Road, Taipei (site of the former Taipei Hope Plaza Farmer Market).

01 28 HESHETSBESEREEE 19 REE -

Attending the 19" meeting of the Labor Funds Supervisory Committee of the Ministry of Labor.
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Major Events in 2016

HEFEEANPERFSERESE 31 XRESE -
Attending the 315t committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.

T £ &£ &

Summary

H3H8HZE31H ' T 105FF1ZTLHESHANET I RITHEE (SH
RES1R) BEHER -

01 29
H418 (AllianceBernstein ) 5 Peter S. Kraus 2R[@FF:h * L2 IRHIEREE M4
BREEEEREBEMER -
Peter S. Kraus, Chairman of AllianceBerstein, visited the Bureau to exchange ideas on the
global market outlook and asset allocation trends among institutional investors.
02 15 B2H 15 HE 3 A 14 BARE 1 TREBIRIFE -
Conducting the Bureau’s first quarter internal audit from February 15 to March 14.
02 18 HESEHEBESHIEEE 20 XEE ©
Attending the 20" meeting of the Labor Funds Supervisory Committee of the Ministry of Labor.
02 19 ARARBAEZEG/NEE 8 REZE -
Convening the Bureau’s 8" internal control task force meeting.
BRREREZEG/NIGEAZIBRRARSZELRF 104 FE R IZHHEZH
=,
02 22 N , ) , ,
Director General and Deputy Director General Liu, who is also convener of the internal control
task force, signed the Bureau’s 2015 internal control system statement.
PR RN RS EESE 2 REEEH -
02 26 Attending the 32" committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.
B3 8 1HZE8H  BEICHFIE 105 F5 1 TLEESUBRBRE -
Start of the first-quarter Labor Fund accounting inspection in 2016 by the Ministry of Labor.
Inspection completed on March 8.
03 01 I EIEIEEI/ANE] (S&P Dow Jones Indices ) #2% Alexander Matturi 2R @55
ABIEBEABRREBBNEFEAEIRELRIZER -
Alexander Matturi, Chief Executive Officer at S&P Dow Jones Indices, visited the Bureau to
share his views on index investing trends among global institutional investors and his clients’
experiences using index investing.
FTERHTH SR N SRES 104 FEBINETR NS MEREREREE 3 REMR -
03 03 Completion of the third round of funding for the 2015 overseas discretionary investment of the

Global Quality Equity Indexation mandate for the Labor Pension Fund and the Labor Insurance
Fund.
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03 08 Conducting first-quarter on-site due diligence checks on three domestic mandated institutions
for the Labor Funds (including one for the National Pension Insurance Fund) from March 8 to
31.
BEELEANTERFCEESRBREEED/NESE 11 REF -

03 09 Attending the 11" Meeting of the Risk Control and Management Team of the National Pension
Supervisory Commission, Ministry of Health and Welfare.
E3H14HE10H 21 8 5Tk 105 FLEBHEDEIN 13 RZFTHEEK 2 RRE
BT (FERES 1 R) BHHR -

03 14 Conducting on-site due diligence checks on thirteen foreign mandated institutions and two
custodian banks (including one for the National Pension Insurance Fund) for the Labor Funds
from March 14 to October 21.
BRREETHNSRESHE/\REAEEES TR -

03 23 Completing the inspection of the Labor Insurance Fund—owned plot on Taipei's Bade Road
(site of the former Taipei Hope Plaza Farmer Market) and hand-over to the National Property
Administration.
HESEHSBECREESE 21 XGE > SPRBSHES 106 FEEERE

03 24 BREEBERAGE (EX) -
Attending the 215! meeting of the Labor Funds Supervisory Committee of the Ministry of Labor;
approving the 2017 Labor Funds asset allocation and investment plan (draft).
HEFERANSERFSEESE IBREEFE -

03 25 Attending the 33 committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.
SEIRREEXIEGE B "HEREASEEETAICERERE ) g

o3 | g9 | A
Deputy Director General Tsai was invited by the Taiwan Stock Exchange to be a discussant at
the Stewardship Principles for Institutional Investor Seminar.
IEFIR B 55 RE S FTE MARILEE B E HAEZ -
Successful lease of the Labor Insurance Fund-owned property on Linsen North Road, Taipei.
EZEBEREE (Fidelity Worldwide Investment ) #2%% Brain Conroy 2K@#aH @ 7%
RRERZENKEBDT R -

04 07 Brian Conroy, President of Fidelity Worldwide Investment, visited the Bureau to discuss the

global economic outlook and investment trends.

STRGHTHISSIRES 104 FERIEADRERERBEEFELE 3 BN °
Completion of the third round of funding for the 2015 overseas discretionary investment of the
Global Infrastructure Securities mandate for the Labor Pension Fund.
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Major Events in 2016

T % &£ B

Summary

TERES R N BIREE 104 FEE 2 REINEERIRAB ER EESFIE 3 N -

Completion of the third round of funding for the 2015 overseas discretionary investment of the

04 1"
Global Real Estate Securities mandate for the Labor Insurance Fund and the National Pension
Insurance Fund.
E4A13HE5A 318 TR 105 FE 2 L HESHANETL 5 KXTHE (&
BIRES 1XR) BEK -
Conducting second-quarter on-site due diligence checks on five domestic mandated institutions
for the Labor Funds (including one for the National Pension Insurance Fund) from April 13 to
04 13 May 31.
ARARRE 10 REREEES/NEEE
Convening of the Bureau’s 10" Risk Control and Management Team Meeting.
oa | 15 | FEASBESESNERTRERTEC -
Contract renewal with custodian banks for overseas investments for the Labor Funds.
TABRREE 104 FEE 1VRBSINEEKER R EREAEERESFLE 20BN -
04 19 Completion of the second round of funding for the 2015 first overseas discretionary investment
of the Enhanced Global Sovereign Credit mandate for the National Pension Insurance Fund.
RESEHFEHHE THIERIE 105 FESREICEREARYE T LERK
oa | g0 | HEAEL @mE-
On behalf of the Ministry of Labor, attending a meeting (called by the Ministry of Finance) to set
2016 return targets from the revitalization of government agency-owned properties.
04 21 HESEHEBESHIREE 22 XEE °
Attending the 22" meeting of the Labor Funds Supervisory Committee of the Ministry of Labor.
04 22 TERE 1 REFEMHA R TIRZER
Completing the first e-mail social engineering drill.
SRETATAENMNEE LR EM FRE - IERIRE -
04 25 Successful auction of the right of superficies to all the Labor Insurance Fund—owned plots on
Hangzhou South Road, Taipei.
ST RESE 100 FRNEADIRBRR S EERER
04 28 Completion of additional funding for the 2011 overseas discretionary investment of the Global

Equity mandate for the Labor Insurance Fund.
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T & & &
Summary
IERERRL S5 R E 2 PTE R IL ALK FEEES AR -
Successful lease of all the Labor Insurance Fund—owned parking lots on Zhongshan North
Road, Taipei.

04 29
HEEERNNERESEERY 4 RZE8E -

Attending the 34" committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.
AREMRZE2ET/INESR  HEFRENLZ 2 EBRRTETEEHENRE - &

o5 | 1o | EEFEEESMETRNERE -

Convening an information security task force meeting to review, and if necessary improve, the
Bureau’s schedule for evaluation and target completion of IT security management system.

o5 | 1p | HESEHESBHESERGS 23 K@ -

Attending the 23" meeting of the Labor Funds Supervisory Committee of the Ministry of Labor.

05 16 AR 106 FEAKBEZHERS
2016 training on the protection of official secrets.
HEEEEANTERFSERESRAREERE/NESE 12 XEgE -

Attending the 12" Meeting of the Risk Control and Management Team of the National Pension
Supervisory Commission, Ministry of Health and Welfare.

05 18
SEREHISRES 102 FEENER 2B ERERE EES IR -
Completion of additional funding for the 2013 overseas discretionary investment of the Global
Infrastructure Securities mandate for the Labor Retirement Fund.

BIEEN " SHEATEARKEESHNERESHREFXRE, & "HBE
TEARKEESHNEIRAEmBERFEERE, -

05 20 Amendment and promulgation of the directions for the selection of domestic securities brokers
for funds under the Bureau’s management and the directions for the selection of domestic
futures dealers for funds under the Bureau’s management.

o5 | g3 | HEARSRREEERGEESERREE -

Organizing a drill for the continuation of the Labor Retirement Fund’s audit and control system.
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Major Events in 2016

05

25

I ff &£ &

Summary

TRHTHIS IR - BHBERARES 105 FES 1 REIEARKERIRE TEE
DREREZNIEN -

Contract signing for the 2016 first overseas discretionary investment of the Global

Multi-Asset mandate for the Labor Pension Fund, the Labor Retirement Fund, and the Labor
Insurance Fund.

TRHHSER « SRESKRARES 105 FES 1 B ETEESIBEUIEE
SRFEREZIEL o

Contract signing for the 2016 first overseas discretionary investment of the Enhanced Asia-

Pacific Mix Equity mandate for the Labor Pension Fund, the Labor Insurance Fund, and the

National Pension Insurance Fund.

SEAGHTHISSIRES 104 FERIMEER AR EREEEFIE 4 BN
Completion of the fourth round of funding for the 2015 overseas discretionary investment of the
Global Infrastructure Securities mandate for the Labor Pension Fund.

05

26

TAERISIRES 12 FE () BN ELEEESRAIGERZIVEEERN -
Completion of additional funding for the 2013 overseas discretionary investment of the Global
High Dividend Yield Enhanced Equity mandate (contract renewed) for the Labor Retirement
Fund.

05

27

EEFEEANRERFSEE®E 5 AEE8]E -
Attending the 35" committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.

05

30

BE5H30HZ6 A30  #EmfEESLEMNE 105 FEERFSMHERSEL
Hes o

2016 finance and accounting prior inspection of National Pension Insurance Fund by the
National Pension Supervisory Commission, Ministry of Health and Welfare from May 30 to
June 3.

06

03

SRR IRE S 97 FESE 1 RESEZFERIKESFIE 2 REX -
Second contract renewal for the 2008 first overseas discretionary investment of the Global
Fixed Income mandate for the Labor Pension Fund.

06

06

BH6H6HZE30 H  THAARE 2 ZREFERIEE -

Conducting the Bureau’s second quarter internal audit from June 6 to 30.

06

07

B6A7HE22H  SEESHENIE 105 £5 2 TLEESUFIRFRE -
Start of the second-quarter Labor Fund accounting inspection in 2016 by the Ministry of Labor.
Inspection completed on June 22.
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06

T £ &£ &

Summary

BRREETHSRESATENNEE LR
Completing the inspection of Labor Insurance Fund—owned plots on Hangzhou South Road,
Taipei and hand-over to the National Property Administration.

06

21

PHERE 105 FF T ABENRERERE EZACHBIR ) BEHES -
The 2016 ethics and integrity training session on the recusal of public servants owing to
conflicts of interest, and law and discipline.

06

24

HEGERAPERFSEESE 36 XEEFE -
Attending the 36" committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.

06

29

ARARE 1R (BF) ERZEEES)/NESE -
Convening of the Bureau’s 11" (ad hoc) Risk Control and Management Team Meeting.

06

30

HESHETSBESEREE 24 REE -
Attending the 24" meeting of the Labor Funds Supervisory Committee of the Ministry of Labor.

07

01

SERGHTHI S IRE S 100 FEBINEELIRERNHIEBR BRSPS EHIEE
Contract renewal for the 2011 overseas discretionary investment account of the Global
Fundamental Equity mandate for the Labor Pension Fund.

07

07

B7H7HE N B @REGEABTEHNERESMNERECEANEZERESX
BzEMWER -

Conducted on-site due diligence checks on CTBC Bank’'s domestic custodian operations for
the Labor Insurance Fund and the National Pension Insurance Fund from July 7 to 11.

07

15

HEEIMB MBI EAZRGETA -
Signing of the Stewardship Principles for Institutional Investors initiated by the Taiwan Stock
Exchange

STERERISSRES o7 FESE 1 RESIMEARIBEGSL (BR) BEENR -
Completion of additional funding for the 2008 first overseas discretionary investment of the
Global Enhanced Bond Equity mandate (contract renewed) for the Labor Retirement Fund.
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07

19

B7H19HE8H 251 ' 5thk 105 F5 3 LB RSB NE 4 RXFH (2
BIRES 3XR) BMEK °

Conducted 2016 third-quarter on-site due diligence checks on four domestic mandated
institutions for the Labor Funds (including three for the National Pension Insurance Fund) from
July 19 to August 25.

HFEEEERRAR T RE 106 FAREERBARMERICERKRBRER, -
Attending a meeting organized by Ministry of Finance to set 2016 return targets from the
revitalization of government agency—owned properties.

BEENLZ2EEBES (1S027001:2013 ) EhZEE -
Receiving an ISO 27001: 2013 certification for the IT security management system.

07

20

TRHTHSR « BHSERSRES 105 FES 1 REIIEZARKERRETTEE
BIZE 1 R -

Completion of the first round of funding for the 2016 first overseas discretionary investment of
the Global Multi-Asset mandate (contract renewed) for the Labor Retirement Fund.

07

25

FERITERFESEESNRHNE 105 FERRFESVBREEMRS -
2016 finance and accounting on-site inspection of National Pension Insurance Fund by the
National Pension Supervisory Commission, Ministry of Health and Welfare.

BIMANE 2014-2015 FHEEEFRESE -

Issuance of the Bureau’s 2014-2015 social responsibility report.

07

27

S EBS B ESBIEE 25 REH -
Attending the 25" meeting of the Labor Funds Supervisory Committee of the Ministry of Labor.

ARAR 105 FEEEREMNRERBEADE °

Consultation meeting for the Bureau’s 2016 asset allocation and investment strategies.

07

28

TNATREWE (ACGA) WER Jamie Allen 2K55 » BB EABBEAT
REFEEMER -

Jamie Allen, Secretary General of the Asian Corporate Governance Association (ACGA), visited
the Bureau to discuss the role of institutional investors and corporate governance issues.

07

29

BRARS 12 XARZEE#EE/VEESE
Convening the Bureau’s 12" Risk Control and Management Team Meeting.

HEEEENFERFSEESSE 37 REEGE °
Attending the 37" committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.
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08

09

T £ &£ &

Summary

FTERERSRES 96 FERII ARG TG (B4 2) BERER -
Completion of additional funding for the 2007 overseas discretionary investment of the
International Balanced mandate (second contract renewal) for the Labor Retirement Fund.

08

1"

STEAERIZER 97 £ (&) BEINEERIEERZIVEREN -
Completion of additional funding for the 2008 overseas discretionary investment of the Global
Enhanced Equity mandate (contract renewed) for the Labor Retirement Fund.

STERVERISIRES 08 FE AN ( BARRIN) BRIV
Completion of additional funding for the 2009 overseas discretionary investment of the Asia-
Pacific (ex Japan) Equity mandate for the Labor Retirement Fund.

08

12

BRREBS2INERME e "#iBREASBRETA ) FEEE -
Director General invited by the Taiwan Stock Exchange to sign the Stewardship Principles for
Institutional Investors.

08

19

ARABAEBZEGESE 9 XEF °
Convening the Bureau’s 9" internal control task force meeting.

08

23

TREMZEREEIESE

Completion of the internal IT security audit.

08

24

TERFHISIER  HRESNKHRES 105 FERIIEALR RS IEEUL ERZA
CR /N

Completion of the first round of funding for the 2016 overseas discretionary investment of the
Enhanced Asia-Pacific Mix Equity mandate for the Labor Pension Fund, the Labor Retirement
Fund, and the National Pension Insurance Fund.

08

25

HESBNADES TS 26 REH -
Attending the 26" meeting of the Labor Funds Supervisory Committee of the Ministry of Labor.

08

26

HEFERANSERFSEESE B REEFE -
Attending the 38™ committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.

08

31

BEEM "TEREFSREBESUENMEMTHRERRDIFEEE, -
Amendment and promulgation of the Directions for Derivatives Transaction for the National
Pension Insurance Fund.
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T £ &£ &

Summary

W TREEEATSE ) RBEHKE  BREIMUBRKREFEERINE AR ZES
LEEBARREBAZE/EE

Held the Bureau’s ethics & integrity seminar entitled “Corporate Governance for Investment
Trust Companies” . Representatives from mandated institutions were invited to discuss topics
including how to strength internal control and enhance corporate governance.

TS RES 94 F (8K 2) BISNEERIRERIBERRN -
Completion of additional funding for the 2005 overseas discretionary investment of the Global
Equity mandate (second contract renewal) for the Labor Insurance Fund.

TS RES 94 FERIINEERIRER (B4 2) BERER

09 01
Completion of additional funding for the 2005 overseas discretionary investment of the Global
Equity mandate (second contract renewal) for the Labor Insurance Fund.
SEAGHTHISIREAS 98 FEBINEZAR BRI (L) BREEN -
Completion of additional funding for the 2009 overseas discretionary investment of the Global
Equity Indexation mandate (contract renewed) for the Labor Pension Fund.
HEELEEANNERFSERESRAREERE/NESE 13 XGE -
Attending the 13™ Meeting of the Risk Control and Management Team of the National Pension
Supervisory Commission, Ministry of Health and Welfare.
FTEAARRIINEK S EERM IR ABRERBRCTIEESE -
09 02 Selection of the Bureau’s overseas discretionary investment supervisory consultant and
procurement of manager database.
=985 HE10 0 RAERITERNEHNSRESKREBARY « BH2RE
SHNETRELHZEER -
09 05 Conducting on-site due diligence checks on the Bank of Taiwan regarding management and
investment of the Labor Retirement Fund and custody of domestic discretionary investment for
the Labor Pension Fund and the Labor Retirement Fund from September 5 to 10.
BB EMERRRIBTROEERARKS  AERASELSERRER
09 06 EITRRIIM -
Gordon Sun, director of the Economic Forecasting Center at the Taiwan Institute of Economic
Research, was invited to the Bureau to discuss the global and Taiwanese economic outlooks.
09 12 BE9H12HZE9 8 30 B ' THARE 3 FTAERREIIEE
Conducting the Bureau’s third quarter internal audit from September 12 to 30.
09 20 HHRTTASE 2 REF IR TIDER ©

Completing the second e-mail social engineering drill.
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09

23

T £ &£ &

Summary

BIERMARABZHHE -

Amendment and promulgation of the Bureau’s internal control system.

THEREZAMBARELERAEEARBERRBERAS TREESK
EXRBERDLHEBFSE

The Executive Yuan approved an application by the Department of Rapid Transit Systems to
provide compensation in exchange for use of the Labor Insurance Fund—owned land for the
construction of the metro system.

09

27

SERRHTHISAIR « EFSBRRARES 105 FEE 1 ARNEAKERRETEE
BIZE 2 IR -

Completion of the second round of funding for the 2016 first overseas discretionary investment
of the Global Multi-Asset mandate for the Labor Pension Fund, the Labor Retirement Fund, and
the Labor Insurance Fund.

09

29

HESETSBESHEEEE 27 XGH
Attending the 27" meeting of the Labor Funds Supervisory Committee of the Ministry of Labor.

09

30

HEFERANTERFESEEEE 9 REESE -
Attending the 39" committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.

10

07

BE10RA7HEN A 1H %k 105 FEBESIRARESXFAREERZ 2B
BE -

Conducting on-site re-inspection of 2016 mandated institutions for the Labor Funds and the
National Pension Insurance Fund from October 7 to November 1.

10

13

FTERFHIEIR - HREERESE 104 FEBIMNEARIREREMBERSFLSE 3
S %

IRBETR

Completion of the third round of funding for the 2015 overseas discretionary investment of the
Enhanced Global Sovereign Credit mandate for the Labor Pension Fund, the Labor Insurance
Fund, and the National Pension Insurance Fund.

10

14

BFAR 105 FERBE® - @RPHEIMNEENERZEEENEREBIINGE
EEEBLENRDEESFFREERS °
Convening the Bureau’s 2016 ethics & integrity meeting; the Foreign Investment Division and
the Risk Management Division gave presentations on foreign investment management practice
and the implementation of IT security programs.
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10

19

I ff &£ &

Summary

Bt S REEREINBIRB/RAR - REES TRKEERR - % TRIKE
TRERTE » BER  ARZEE BN EHERENBESERIEREMN
BECE

Tran Dinh Liéu, deputy director-general of the Vietnam Social Security, visited the Bureau to
discuss a wide range of issues, including Taiwan’s pension systems, Labor Pension Fund
investment regulations, choice of investment targets, risk control, and the role the Labor
Pension Fund has played in the development of Taiwan’s financial market.

10

20

BRRESE EEE 1 E
&ﬁ% e N
Deputy Director General Tsai was invited by the Financial Supervisory Commission to
participate as a discussant in the “Shareholder activism” panel in the 11th Taipei Corporate
Governance Forum.

BltATDREWE TERRRITHER

10

21

ARABE 13 XEREEHD/NEZE °

Convening the Bureau’s 13" Risk Control and Management Team Meeting.

10

25

TERFHISIE  HRESNKEHRES 105 FEBIIETEEOREAIEEUL ERZR
%2 KB -

Completion of the second round of funding for the 2016 overseas discretionary investment
of the Enhanced Asia-Pacific Mix Equity mandate for the Labor Pension Fund, the Labor
Insurance Fund, and the National Pension Insurance Fund.

10

27

RREBHEXFESHNEEERR  WEHR  HRMERESKEERBRN -
The Director General participated in a national pension reform committee meeting to give an
overview of the Labor Pension Fund, the Labor Insurance Fund and the National Pension
Insurance Fund investment.

HESBIMEBESEIERE 28 K
ZREERAFE (BEER)
Attending the 28™ meeting of the Labor Funds Supervisory Committee of the Ministry of Labor;
approving the 2017 Labor Funds asset allocation and investment plan (amended draft).

@F HEBLHES 106 FEBERSE

10

28

BEELEEANTERFCEE®E 40 XEEEE -
Attending the 40" committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.

m%ﬁ%rmwil%&é AREXERBCEEXTBREXZREBRMAA
1 BERIEZE -

Slgnlng of contract for the Selection of Professional Investment Manager for 2017 Overseas

Discretionary Investment.

80

T % #&£ &
Summary
B 11 A1HZE10H  SEIEENE 105 F£5 4 TLHEESUHIRFRE -
Start of the fourth-quarter Labor Fund accounting inspection in 2016 by the Ministry of Labor.
Inspection completed on November 10.
11 01
TS RES 100 FEBRIIEEDIRBIRS BAIIFX
Contract renewal for the 2011 overseas discretionary investment of the Global Equity mandate
account for the Labor Insurance Fund.
1" 03 B 11 A 38X 221 ' 78Rk 105 FENE R BITHEEE -
Start of the 2016 internal control self-evaluation; completed on November 22.
HEGEBANTERFSEESEBITEEHRE/NES 14 XEE -
1" 04 Attending the 14" Meeting of the Risk Control and Management Team of the National Pension
Supervisory Commission, Ministry of Health and Welfare.
HEARR 105 FE 'HEENBEAN ,, EXENMHABES -
1 07 Educational film being screened at the 2016 United Nations Convention Against Corruption
training session.
1 08 B11H8HE18H  THARE 4 TREREXIEX
Conducting the Bureau’s fourth-quarter internal audit from November 8 to 18.
BIERHA "BERFSRBRESSENEREXER, -
Amendment and promulgation of the Management and Utilization Directions for the National
Pension Insurance Fund.
11 10 BEREARRE 14X (i) BlREEHEE/NESE -
Convening the Bureau’s 14" (ad hoc) Risk Control and Management Team Meeting.
PHEARRSIRAZEAREER B ERIFE -
Organizing a drill for the continuation of the Labor Retirement Fund’s audit and control system.
B 118 14 HENELSBES  RRE S 105 FE B &AM ER R K REMESE -
1" 14 Start of 2016 inventory-taking and external confirmation of in-house investment positions for the
Labor Funds and the National Pension Insurance Fund.
| gp | FERARHHER 106 R 107 FEFACEEHAREEEIINMR TRIFE -
Selection of legal advisor for the 2017 and 2018 discretionary investment mandates.
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Major Events in 2016

I ff &£ &

Summary

HESEEISBESEIBRE 20 N2 o

12

15

T £ &£ &

Summary

ABESEHMAR " BRIRORARKIER L « ' 2RETEERINEE, © TH#
BHERERE ) ZIRAME

Receiving three awards presented by the Ministry of Labor for innovation in the Asia-Pacific Mix
Equity and Global Multi-Asset mandates and promotion of socially responsible investing.

12

19

TTAERISRES 102 FERRABEREZSFLUEESE 2 KIGEEN -
Completion of the second round of additional funding for the 2013 overseas discretionary
investment of the Global Real Estate Securities mandate for the Labor Retirement Fund.

12

22

HESETSBESEEEE 30 RGE °
Attending the 30" meeting of the Labor Funds Supervisory Committee of the Ministry of Labor.

12

30

BEFLEEANTERFCEREE®E 2 AEESFE -
Attending the 42™ committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare.

1 24
Attending the 29" meeting of the Labor Funds Supervisory Committee of the Ministry of Labor.
HEFLEENTRRFLEEEE M AEESE  TPEEERES 106 £E
EEREEREERE (EX) -

11 25 Attending the 41%t committee conference of the National Pension Supervisory Commission,
Ministry of Health and Welfare; approving the 2017 National Pension Insurance Fund asset
allocation and investment plan (draft).
H11 A28 HE 125 16 H » SEAk 105 FEAMIZHTERIFR -
Start of the internal audit; completed on December 16.

1 28 \
TGRS IRES 97 FE (8) BINEERIEERTZIVEREART -
Completion of additional funding for the 2008 overseas discretionary investment of the Global
Enhanced Equity mandate (contract renewed) for the Labor Pension Fund.
EKET (Loomis) BIZESE K Dan Fuss REFEH ' MEKBRENKREBRE
R o
Dan Fuss, Vice Chairman of Loomis Sayles, visited the Bureau to exchange views on the global
economic outlook and investment trends.

11 30 . b4 EWES y¢ JL > % Seh 7 o =
R HE Asianinvestor FEESERHY 2016 A H I E B MR AL @ BIRDMER
ERAESEIRHE - QTR NAEEREEATRE -

The Director General attended the Institutional Excellence Award ceremony organized
by Asianinvestor magazine, receiving Institutional Excellence Awards for Pension Fund,
Innovation, and Individual Contribution to Institutional Investment.

TGRSR « BHSBR - SRNMERFSRREES 106 FEE 1 KEIIER
KRENFERZARBR NS -

12 12 Announcement of selection of investment manager for the 2017 first overseas discretionary
investment of the Labor Pension Fund, the Labor Retirement Fund, the Labor Insurance Fund,
and the National Pension Insurance Fund.

STRR T SBNLHESERRCEESTDERSERIFLNE, -
12 13 Promulgation of the directives for real estate investment for funds under the Bureau’s

management.

82

83
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