EEERAHR - EREERIS
Promoting Industrial Upgrading
Achieving Value Creation



= TEEEME
B - MREERIIRERIHE
2 HHER AL E
B 4FEETF
» RSN
HTREREA
= BREP

Ryl

ok

W%

» FLEI L SN R

7N HEBY A EIGE
» TEHA AR A
s BT RE R E TR R

~ TR B A R e R P S MBI S ] o R

+ ~ RERETISR PSR B B RE LI BE

-FAREEEERR  BREF
FREEHEW
REMEE
Bl BB
R AREZEFHMBRERZER

1B RAREEASLER

1. Message from the Chairman

2. Purposes and Missions of the Development Fund
3. Organization and Membership

4. Main Activities in 2005

(1) Investment History

(2) New Investment Cases

(3) Release of Stocks

(4) Regulatory Innovation

(5) Heightening Transparency via the Internet

(8) Promotion of Corporate Governance

(7) Regular Announcement of Important Information

(8) Setup of Tracking Mechanisms for Investment Management

(9) Strengthening Contacts with Invested Enterprises and
Domestic and Overseas VC Investment Enterprises

(10) Continued Strengthening of Internal Examination and
Auditing Systems

5. Development Fund Balance Sheet and Income
6. Development Fund Performance

7. Investment Portfolio

8. Loan Financing Situation

9. The Development Fund’s Historical Contributions to
Government Finances and Industry

10. Significant Events in the Development Fund 'History

FERANEE R FZCEGAERRERIE () A7 adtEmAR () AR - HEENRE () ARFREER @ SIS -




ANNUAL REPORT H# RE94F F 4§




4 Annual Report 2005

e ;_1 2Z B \E']DE

(e rEZE T - BB E MRS

aE%ﬁﬁﬂﬁK%%Li ELRNETE
B ooemmans 2L BB
f o %Iﬁﬁﬁﬁmmﬁ ﬁhh&r%ﬂ
2008—FARBEELHE, o Ll TREHLE
BEAK, BBES  DIOKEBREHE A
BRARIMBE  THARATNEGE  BE
TR IRMERF T - ERIELEAIL -

FRESHRUNER62FE  BUFEER
IBFMRELR - BFLURELEFERZE
DAEEXMACTE FERTHEARAT A
FRAEGEAESENSREBRERAM -
BREEREYR R REMARRSULRIRE
¥ HRREHESFEFER LS BA -
SR BRI  SUBER - AR B
RABEKXLABEXSEE - BRESERN
BN HAEBRKCERRES AR
MR -

REBREERARNVES  LREE
WK - RAEBESHRKER @ LIHFEKS
EXRTH > ARESASEPEESSHRE
RERES  BE TTTERERBRESHS
RELERIE ) HZESISFERAEIRTL
EREREERRF  RARAGHKXBRESE
MERBERRAANER  SIERENEXRER
HESES > BRIZ KB -

$ﬂ%ﬁﬁﬁégﬁgwﬁﬁﬁﬁ &
I%Lfﬁﬁ%&é&%ﬁ% EITTTEMNG

C NHIREEREARNEET  #ERER
é%ﬁﬁi&%ﬂﬁ%1“mhﬁﬁ¥ﬁﬁ
SREEHBEXRRN Hﬁ%%&%&lﬁﬂwv
A ARESNTFEHREAT HARER
F%ﬁ%ﬁ%@éﬂm%ikkﬁﬁ

ﬁ&%ﬁ%%é%ﬁéﬁ@;tﬁﬂﬁ?fde
Py 7 k-



Message from the Chairman 5

@ Message from the Chairman

Promoting Industrial Upgrading, Achieving Value Creation

In the wake of the continuous progress of global science and technology, industrial competition has
broken through the constraints of national boundaries and we have entered the era of globalized competition. In
response to the challenges of this new era, the Executive Yuan in 2002 launched the Challenge 2008 National
Development Plan. With the core themes of reforming entrenched bad practices and investing in the future, this
initiative sets out ten key investment plans for Taiwan’s future development, all designed as feasible, concrete
measures for enabling Taiwan’s industries to secure positions of leadership in the competitive marketplaces of

tomorrow.

The Development Fund, established in 1973, had accumulated 33 years of investment experience up to
the end of last year. In its early days, it served mainly as a vehicle for investment in key industrial sectors, such
as the petrochemical and semiconductor industries, targeted for promotion in Taiwan’s economic development
plans. In more recent years, in line with Taiwan’s economic transformation and policy development directions,
it has been an active investor in the biotechnology, digital content, and cultural & creative industries. Its current
scope of investment includes semiconductors, opto-electronics, information technology, financial services,
precision instruments, and transportation & communications infrastructure, as well as biotechnology, digital
content, and cultural & creative industries. Investment by the Fund has played a catalytic function with multiple
effects for Taiwan’s overall economic development.

Economic development is the common aspiration of all the people as well as the lifeline of Taiwan’s
survival. To actively integrate national resources and continue promoting industrial upgrading, the Development
Fund is being merged with the Sino-American Fund for Economic and Social Development and renamed as
the National Development Fund. The “Regulations Governing the Custody and Utilization of Receipts and
Expenditures of the Executive Yuan National Development Fund” have already been laid down and the Fund’s
budget for FY 2006 has been approved by the Legislative Yuan. We hope that the National Development Fund
in the future can serve as a locomotive for economic development, propelling Taiwan’s industries forward on

the international stage and enabling them to scale new peaks of success.

Our aim in compiling this first annual report of the Development Fund is to reveal to the world a full
picture of the splendid results of the Fund’s past investment, with the hope that, under the watch of the general
public, it will be able to carry on performing the mission assigned to it by Article 21 of the Act for Upgrading
Industries, not only continuing to assist industrial development but also providing a stream of revenue into
the national treasury. Furthermore, the Fund will continue to promote sound corporate governance, striving to
fulfill the role of a specialized investment institution that can serve the needs of both industrial development
and the pursuit of profit.

Sy e

Chairman

Development Fund, Executive Yuan
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@ Purposes and Missions of the
Development Fund

The Executive Yuan set up the Development Fund by special budget procedure in 1973 in accordance
with the provisions of Article 84 of the Statute for the Encouragement of Investment, with revenues from
the privatization of state-owned enterprises and allocations from the national treasury as the basis of its

funding, for the purpose of implementing various investment and funding missions.

The government has since 1990 been making great efforts to continuously strengthen the
implementation of industrial development policy and to encourage the establishment and expansion of
newly emerging, important and strategic industries that offer substantial benefits to industrial development
but face high risks and have great need for nurturing support. Toward this end, the government drew up the
Act for Upgrading Industries to furnish the guiding principles for governmental action to promote industrial
upgrading and enhance economic development. Also, to raise the international competitiveness of domestic
industries, enhance the balance of industrial development, and encourage citizens or domestic corporations
to undertake capital investment or technology-transfer upgrading, it expanded the policy missions of the
Development Fund in the hope of being able to provide a favorable capital-support base for domestic
industrial investment and technological upgrading.

Regarding the main missions of the Development Fund, Article 21 of the latest amended version of the
Act for Upgrading Industries clearly stipulates the scope thereof to include seven main purposes as follows:

1. To participate in investment in important enterprises, projects, mergers, acquisitions or divisions
that are related to industrial upgrading or improvement of the industrial structure but that are beyond the
capability or financial ability of private investors.

2. To provide funding for important enterprises, projects, mergers, acquisitions or divisions that are
related to industrial upgrading or improvement of the industrial structure and that lack sufficient capi-tal.

3. To provide loans in line with the government industrial policy for assisting the sound development
of industries.

4. To allocate an appropriate percentage of funds to programs related to supporting and assisting the
development of small and medium-sized enterprises.

5. To match plans and programs implemented by the competent authorities for such purposes as
acquiring technologies from abroad, strengthening R&D, cultivating human resources, pollution control,
promoting improvement of the industrial structure, and enhancing economic devel=opment.

6. To match national sustainable development policy by providing loans for assisting industries to
conduct clean production, energy saving, reduction of greenhouse effect, and other relevant projects.

7. Other purposes as specially approved by the Executive Yuan.

To sum up, the Development Fund is an important platform for implementing Taiwan’s industrial
policy. The government’s aim is that the Fund’s investment and funding activities should be instrumental in
achieving the objectives of promoting industrial upgrading and improving the structure of industry, as well
as speeding up domestic economic development and raising the international competitiveness of Taiwan’s

commercial and industrial sectors.
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© Organization and Membership

For the effective management of its fund utilization and in accordance with its organizational rules,
the Development Fund has established a management committee and an investment review committee, to

strengthen ex ante review & approval and ex post monitoring of the exercise of its functions.

The Development Fund Management Committee at present consists of 14 members, including
chairman himself, one Executive Yuan Ministers without Portfolio, and the heads of related government
agencies, namely, the Minister of Finance, the Minister of Economic Affairs, the Minister of Transportation
and Communications, the Governor of the Central Bank, the Cabinet Secretary-General, the Director-
General of Budget, Accounting and Statistics, the Chairman of the Council for Economic Planning and
Development, the Chairman of the National Science Council, the Chairman of the Council of Agriculture,
the Minister of the Department of Health, the Minister of the Government Information Office, and the
Chairman of the Council for Cultural Affairs.

To carefully utilize the government’s limited funds to match the needs of industries, besides
establishing an investment review committee in accordance with Article 4 of its organizational rules, the
Development Fund also has set up a venture capital investment review committee, to help the government
implement industrial policy and promote venture capital investment enterprises. To strengthen the review of
related cases, the committees consist mainly of scholars and experts in the relevant field or fields and partly
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of representatives of related government agencies. The committees’ processing of cases is conducted as

prescribed by the guidelines for their establishment, in accordance with legally stipulated procedures.

The Development Fund currently has 23 full-time staffers, including 9 civil servants seconded from

the CEPD and the National Treasury Agency, and 14 contract employees, serving as the Deputy Executive

Secretary and in the Business, Auditing, Accounting, and General Affairs Departments. It also has 13 part-

time civil-service staffers who assist with the work of its various departments while concurrently serving in

other government agencies.

16%&E8
(EBEAN)
(EIB/2 1 6/5/5)
16 Members
(including the Convenor)
(Industry/Government/
Academia:6/5/5)

THRRREEEERE SHEIRT

Organization of the Executive Yuan Development Fund Management Committee

EEEEE

Management

Committee (14)

FERE
Chairman

SEEHEIREMHIER
CEPD Chairman

Hu Sheng-Cheng

BI$ZEE "4 Two Ministers without Portfolio

BAEERR  Minister of Finance

#SESR Minister of Economic Affairs

Z@EPR Minister of Transportation and Communications
FRIRERTTHESE Governor of the Central Bank

TR EETREETR Director-General of Budget, Accounting and Statistics
TR /ER Minister of the Govermment Information Office
TR EEEZR Chairman of the Council for Cultural Affairs
THRISEEEZR Chairman of the CEPD

THRRER Secretary-General of the Executive Yuan
THMREZEEZR Chairman of the Council of Agriculture
{TBFREIFEEZR Chairman of the National Science Council
THFREEZER  Minister of the Department of Health

BI¥REEREEE
Venture Capital Investment
Review Committee

HiTHE
Executive Secretary

W .
g

B ENEERR
AE A/ Convenor CEPD Secretary-General
REEERTRMAER Chris Huang
CEPD Vice Chairman |
Thomas Yeh
BIETRRE

Deputy Executive Secretary

I
| e (f&R) [RIE

Dr. James Ho
(on secondment from CEPD)

—HER16%
Ordinary Members * 16 persons
RENEEREZEE 7 EFamars

Electronics and Information

Investment Review -
Section : 7 persons

Committee -
HEERie%
E; A /Convenor Elec?rom.echamcal and Transportation
e Section + 6 persons
g lﬁﬂls

[ 2upetiies
Chemical and Materials
Section * 6 persons

FhEEs%
Biotechnology and Pharmaceuticals
Section : 8 persons

RAMBHETS

Nanotechnology Section : 7 persons

BlREREE %

’ MR RERIFIR
Vice Economics
Minister
Shih Yen-shiang

| ERE GE%) B2
| Cheng Chin-chen
(on assignment from National
| Treasury Agency)

| |

354 (16) #@3%4H (6)
Business Department General Affairs
(16) Department (6)

| |

2EHiE (3) FEr%Al (3)
Accounting Auditing
Department (3)

Digital Content and Cultural &
Creative Section : 8 persons

ERRHs%
Industrial Perspective
Section + 8 persons

MEEEMETS
Sustainable Development
Section : 7 persons

Department (3)
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O Main Activities in 2005

1. Investment History

The Development Fund serves as a main platform for the implementation of Taiwan’s industrial
investment policy, to achieve the objectives of promoting industrial upgrading and improving the structure
of industries, as well as to speed up domestic economic development and heighten the international
competitiveness of Taiwan’s domestic commercial and industrial sectors. From its establishment through
2005, the Fund invested in 74 important and emerging enterprises and in 53 venture capital investment
enterprises. Currently, the Fund invests in 43 important and emerging enterprises and in 52 venture capital
investment enterprises. As of the end of December 2005, the balance of its investment in the former stood at
NT$33.563 billion and the balance of its approved investment in the latter stood at NT$11.139 billion.

1. Direct Investment:

Since its establishment in 1973 under the Statute for Encouraging Investment (replaced by the Act
for Upgrading Industries in 1990), the Development Fund has for more than three decades been engaging
in investment for the purposes of promoting industrial upgrading, improving the structure of industries,
enhancing economic development, and matching national sustainable development policy. As of the
end of December 2005, the Fund had made direct investment in a total of 74 enterprises, of which it no
longer holds a stake in 31 and retains a stake in 43, with the current balance of its investment standing at
NT$33.563 billion. The main details of the Fund’s initial and supplementary investment in these enterprises
are set out below:

Unit: NT$100 millions

Share of Total

Investment%

General Biological Corp., Genovate Biotechnology,
Taiwan Biotech, ScinoPharm, Taiwan Flower
Biotechnology 12 Biotechnology Company Co., Ltd., UBI Asia, 16.43 4.89%
ADImmune Corporation, TaiGen Biotechnology,
PharmaEssentia Corp., TaiAn Technologies Corp.,

PharmaEngine, Inc., Mycenax Biotech Inc.

Taiwan Aerospace Corporation, AeroVision Avionics
Aerospace 5 Inc., Helicopter, National Aerospace Fasteners 23.76 7.08%
Corporation, Sino Swearingen Aircraft Corporation.

Finance 4 China Bills Finance Corporation, Bank of Overseas 128.94 38.42%

Chinese, Mega Holdings, Chang Hwa Bank.




Investment History

Unit: NT$100 millions

Semiconductors TSMC, Vanguard International, Semiconductor 55.05 16.40%
Corporation, Andes Technology Corp.

Optoelectronics Ritdisplay Corporation, Polaray Optoelectronics 9.36 2.79%
Co.,Ltd., Toppoly Optoelectronics Corp.

Information TVbean, Double Edge Entertainmnet, Vivavr 3.65 1.09%
Technology Co., Ltd., Digimax.

Tourism Yamay, Promised Land Resort. 12.00 3.58%

Transportation Taiwan High Speed Rail, Kaohsiung 40.00 11.92%
Rapid Transit Corporation.

Communication ChungHwa Telecom, Browave Corporation. 20.96 6.24%

Venture Capital Global Venture Capital, SC Fund. 6.48 1.93%

Steel Dragon Steel. 3.36 1.00%

Machinery China Engine Corporation, Hua- 15.20 4.53%
Chuang Auto Info. Tech. Center.

Others Hui Chu Development. 0.44 0.13%

2. Venture Capital Investment:

To match the government’s goals of promoting the establishment and development of Taiwan’s venture

capital industry, assisting industrial upgrading, and promoting prosperous and stable domestic economic

growth, the Development Fund has continuously invested in venture capital investment enterprises.

Recently, in accordance with the Challenge 2008 National Development Plan, it has furnished NT$30
billion to go with NT$70 billion raised by the private sector for a NT$100 billion fund to carry out the

“Plan for the Executive Yuan Development Fund to Strengthen Investment in Venture Capital Investment

Enterprises.” As of the end of December 2005, approval had been given for it to make investments

amounting to NT$11.139 billion. These investments are expected to spur on Taiwan’s industrial upgrading

and speed up the international alignment of Taiwan’s industrial development. The VC investment

enterprises invested in by the Fund in phases are set out below:

13
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1st Phase

74.9.17

1-1 Euroc Venture Capital Corp.; 1-2 HanTech Venture Capital Corp;
1-3 International Venture Capital Corp.; 1-4 Global Venture Capital.

2nd Phase

80.2.26

2-1 Grand Cathay Venture Capital Co., Ltd.; 2-2 Grand Cathay
Il Venture Capital Co., Ltd.; 2-3 Euroc Il Venture Capital Corp.;
2-4 Apex Venture Capital Corporation; 2-5 Healthcare Venture
[11; 2-6 Healthcare Venture V; 2-7 Arch Fund |1; 2-8 BDF.

3rd Phase

87.1.8

40

3-1 Global Strategic Investment Fund; 3-2 Prudence Venture Investment
Corp.; 3-3 Shengtung Venture Capital Corp.; 3-4 Hon Pang Venture Capital
Corp.; 3-5 AsiaTech Taiwan Venture; 3-6 Sino Star Capital Inc.; 3-7 Global
Strategic Investment Find; 3-8 Chiatung Venture Capital Corp.; 3-9 First Bio
Venture Capital; 3-10 EndPoint Late Stage; 3-11 Bio World Venture Capital;
3-12 Der Yang Biotechnology venture Capital; 3-13 CDIB BioScience
Venture |; 3-14 Bio 21 Venture Capital Corp.; 3-15 Boston Life Science
Venture Corp.; 3-16 Teh Hsin Venture Capital; 3-17 TSC Bio-Venture
Capital Corp.; 3-18 Silicon Valley Equity; 3-19 TSC Venture Capital

Corp.; 3-20 Harbinger Venture |11 Capital Corp.; 3-21 InnoVision Venture
Capital Corp.; 3-22 CTB First Venture Capital Co. Ltd.; 3-23 International
Venture Investment |11 Corp.; 3-24 Shin Sheng Venture Capital Investment
Corp.; 3-25 China Technology Venture Company Ltd.; 3-26 Crystal Internet
Venture |1; 3-27 Grand Cathay Venture Capital |l Co.; 3-28 Hwa VI
Venture Capital Corp.; 3-29 Cathay Venture Capital Corp.; 3-30 Euroc |11
Venture Capital Corp.; 3-31.Silicon Valley Equity Il; 3-32 HanTech Venture
Capital Corp.; 3-33 Dragon Investment Fund | Co., Ltd.; 3-34 H&H Venture
Capital Investment Corp.; 3-35 Vision Venture Capital Corp.; 3-36 Taiwan
BioVenture Company; 3-37 GIZA; 3-38 Eminent Venture Capital Corporation;
3-39 Pac-Link Bio Venture Capital Investment Corp.; 3-40 TVM LSV VI.
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@ Main Activities in 2005

2. New Investment Cases

1. Direct Investment:

To match the government’s economic policy of promoting the sustainable development of Taiwan’s
economy, investing in industrial upgrading, and improving the structure of industry, the Development Fund
is currently targeting biotechnology, digital content, optical communications, and aerospace machinery as its
main fields of investment. In 2005, the Fund invested a total of NT$2.293 billion in eight enterprises in the
biotechnology, digital content, and other related industries, in expectation of being able to continue boosting
the driving-force of investment in domestic industries, as well as strengthening programs for the training of
industrial manpower and projects for the transfer of industrial technology, to inject developmental energy
into Taiwan’s emerging and important industries. Basic details of the new and supplementary investments

made by the Fund in 2005 are set out below:



New Investment Cases

Unit: NT$100 millions

Mycenax Biotech Inc. 94.5.12 Biotech and pharmaceutical 3.30 0.60 13.47%
CytoPharm Still pending Biotech and pharmaceutical 7.60 0.60 T.42%
Digimax 94.12.20 Digital content creation 3.7 1.2 10.81%
TVbean 94.8.19 Digital content creation 1.88 0.45 13.30%
Vivavr Technology Co. 94.10.28 Digital content creation 3.55 0.50 14.08%
Double Edge 94.11.30 Digital content creation 5.07 1.50 29.75%

Entertainment

Andes Technology 94.3.25 Semiconductor single- 6.30 3.5 44.44%
Corp. chip design

Hua-Chuang Auto 94.12.8 Automotive electronic 32.00 12.00 37.50%
Info. Tech. Center communications design

2. VC Investment:

To match stepped-up efforts by the government to promote the establishment and development of VC
investment enterprises in Taiwan, in 2005 the Development Fund invested in four domestic VC investment
companies. Also, under its global positioning strategy, the Fund invested in two well-known international
VC funds, namely Germany’s TVM and Israel’s Giza VC. These overseas investments require, among
other things, that the foreign partners periodically undertake technology transfer, recommend case sources,
and hold technical exchange conferences. It is hoped that such strategic alliances will boost the interflow
of industrial talent and resources, spur the upgrading of Taiwan’s industries, and speed up the alignment of

domestic industries with international development.
Unit: NT$100 millions

Taiwan Biotechnology and

BioVenture 94.4.8 pharmaceuticals 11.25 3.38 30%
Company

Grand Cathay Communications,

Venture Capital 94.4.1 traditional industry, etc. 6.00 1.20 20%
I11 Co.

Eminent Biotechnology and

Venture Capital 94.1.1 pharmaceuticals 10.00 2.50 25%

Corporation

Pac-Link Bio Biotechnology and

Venture Capital 94.6.20 pharmaceuticals 10.00 4.00 40%
Investment

Giza 94.1.13 Biotechnology, 38.89 4.50 11.28%

pharmaceuticals and software

TVM 94.9.2 Biotechnology 83.75 29.91 4.78%

Note : In the cases of the overseas VC companies, the amounts of paid-in capital and the Development Fund’'s committed
investment are calculated at the exchange rates prevailing on the investment approval dates.
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@ Main Activities in 2005

3. Release of Stocks

In accordance with the government’s national budget requirements, every fiscal year the Development
Fund will release part of its stockholding in invested enterprises, to meet the goals of contributing to the
national treasury and achieving the revolving use of funds. In 2005, it was originally planned to sell part
of the Fund’s stockholding in five invested companies, namely, Mega Financial Holding Company, Taiwan
Semiconductor Manufacturing Company (TSMC), Vanguard International Semiconductor Corporation,
China Bills Finance Corporation, and Chang Hwa Commercial Bank. But after giving thorough

consideration to the stock performance in each sector of the domestic stock exchange market and working
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together with each invested enterprise to closely observe changes in the stock market and the effect of
the release of stocks, the Development Fund in 2005 actually executed the release of stock in only one
enterprise.

To avoid heavy impact on the domestic stock market and the TSMC stock price, the Development
Fund had stopped selling off TSMC stock in the domestic stock market since 1998, and had instead
raised funds in overseas markets through the issuance of American Depositary Receipts (ADRs). Since
1998, in accordance with the relevant provisions of ROC and US securities trading laws and regulations,
the Development Fund has undertaken seven issuances of ADRs, releasing stock with a total value of
NT$111.254 billion, for the achievement of an exceedingly good investment performance.

In 2005, selling ADRs in concert with the Dutch Philips Corporation and other TSMC shareholders,
the Development Fund sold 220,862,500 ordinary shares in TSMC (represented by 44,172,500 ADRs),
accounting for 0.83% of TSMC'’s issued stock, and contributing a net profit of around NT$12.054 billion to
the national treasury.

Since 1987, the Development Fund has invested a total of approximately NT$2.2 billion in TSMC.
Over time, returns in the form of remuneration to directors and supervisors, cash dividends, and proceeds
from the release of stock have amounted to NT$120 billion, for an internal rate of return (IRR) of 48.36%.
After the release of stock in 2005, the Development Fund still holds 6.39% of TSMC'’s issued stock.

1. BETEINE £E1,112.54{ZTT ° Cumulative capital return NT$111.254 billion. g’ggiﬁ 3‘4‘:};21

2. FERRLEBITR B 16 % T %2 6.39% ° Stockholding ratio reduced from 16% to 6.39%.  Asatdateof

compilation on
December 31, 2005.

17 16%
15.1%

15
g 13 12.1%
. 10.58%
9.63%
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7 6.39%
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O Main Activities in 2005

4. Regulatory Innovation

The following are the main features of new and revised laws and regulations laid down in
2005 in response to domestic industrial development promotional needs and in consideration
of domestic and foreign industrial development trends:

1. Drawing up new “Development Fund Executive Yuan Guidelines for Venture Funds
Applying for Investment” in line with the amendment of the “Scope and Guidelines for
Venture Capital Investment”
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This involved the redrafting of the “Development Fund Executive Yuan Guidelines for Venture Funds
Applying for Investment” with the aim of bringing greater transparency to the procedure, review process,
and decision-making mechanism for investment applications to the Fund by VC investment enterprises,
and conforming with the amendment of the “Scope and Guidelines for Venture Capital Investment,”
compiling together originally scattered regulations to continue to serve as the basis of the Fund’s review of
applications for and post-investment management of investment in VC enterprises, so as to enable the Fund

to manage its VC investment more soundly.

2. Amendment of the Fund’ s “Procedural Rules for Investment” to match actual
operational needs

This involved the revision of the Fund’s “Procedural Rules for Investment” so as to strengthen the
supervision of invested enterprises and the exercise of stock rights, through the differentiated management
and setting of regular supervisory review mechanisms for different groups of investees as categorized
according to their business performance and operating situation. Under the revised rules, investees are
placed in one of five categories (A, B, C, D and E) according to the extent of achievement of investment
goals and operating status, with specific principles laid down for the exercise of stock rights in each

category of investee, so as to bring greater standardization to the exercise of such rights.

3. Amendment of the “Guidelines for the Executive Yuan Development Fund to
Participate in the Selection, Control and Evaluation of Invested Enterprise Stock Rights
Representatives” to strengthen the requirements for the qualifications and capabilities of
supervisors of government-invested enterprises.

To oversee and promote enhanced professionalism and transparency in the provision of financial

information by invested enterprises, revisions were made to the guidelines for the Fund’s participation in
the selection, control and evaluation of invested enterprise stock rights representatives, adding requirements
for the supervisors of government-invested enterprises to possess practical accounting experience and
capabilities in examining accounts and analyzing financial matters, so as to strengthen their competence for

fulfilling their supervisory role.

4. Drawing up of the “Plan for the Executive Yuan Development Fund to Invest in the
Digital Content, Software and Cultural & Creative Industries”
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To strengthen promotion of the successful development of Taiwan’s digital content and software
industries, and to match the implementation of the Executive Yuan’s “Plan for Strengthening the Promotion
of Digital Content Industry Development,” the 84th Meeting of the Development Fund Management
Committee on June 13, 2005 gave approval to the “Plan to Invest in the Digital Content, Software and
Cultural & Creative Industries.” This will serve as the basis for the Development Fund in the future to invest
directly in large-scale digital content, software, and cultural & creative enterprise investment cases, or in
domestic VC investment enterprises with the digital content, software, and cultural & creative industries
as their investment targets, as well as in benchmark international digital content, software, and cultural &
creative enterprises. It is hoped through this initiative to build a diversified industrial investment mechanism
for the provision of needed funding, and to effectively spur and uplift the development of Taiwan’s digital
content, software, and cultural & creative industries.

5. Revision of the “Plan for the Executive Yuan Development Fund to Invest in the
Biotechnology Industry” so as to actively complement the Executive Yuan's “Plan to
Strengthen Promotion of the Biotechnology Industry” in helping related ministries and
commissions promote the achievement of 18 successful biotechnology investment cases
by 2010.

The main points of the revision include:

(1) Extension of the period of implementation: To help the government agencies concerned promote
the achievement of 18 successful biotechnology investment cases by 2010, this plan is extended by
five years for continued implementation through 2010.

(2) Insertion of the principle that investment should be led by private sector, with the sole exception of
policy-based investment.

(3) Actively pushing for invested domestic and overseas VC investment firms to each help establish at
least one “champion” biotechnology company in Taiwan.

(4) In accordance with the conclusions reached at a meeting of the Executive Yuan Consultative
Committee on Biotechnology Strategy held in late October 2005, the Development Fund will
actively promote the establishment of a biotechnology “mega fund”, to undertake investment
in overseas biotechnology projects with a view to securing technology transfer, and to speed up
the formation of strategic alliances between domestic and overseas biotechnology industries and

biotechnology venture capital investment.

(5) Medical devices and Chinese herbal medicine are included as main areas of investment.
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O Main Activities in 2005

5. Heightening Transparency via the Internet

To establish a mechanism for fair, open, impartial and effective operation, the Development Fund
set up a dedicated website at http://www.df.gov.tw/ for the real-time announcement of information on its

internal investment and financing operations.
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The Development Fund website is divided into eight main areas:

1. Introduction: This provides a complete introduction to the background of the Development Fund’s
foundation, its purposes of establishment, the main uses of its funds, and its organizational
structure.

2. Investment: This sets out investment principles, investment procedures, investment focus, and the

documents for investment applications to the Fund.

3. Loan Financing: This sets out the principles of financing, heads of financing, the status of the Fund’s

financing activities, and its various lending operations.

4. Venture Capital:This sets out the goals of promoting the VC industry, the expected functions of VC
enterprises, the management of VC enterprises, the status of the VC industry in
Taiwan, and an explanation of the procedure for applying to the Development Fund for

investment.

5. Corporate Governance: This is to serve the active efforts being undertaken by the Fund to promote
sound corporate governance by Taiwan’s companies so as to raise the

international competitiveness of their business operations.

6. News and Announcements: This is for the prompt announcement of important Fund-related news,
including decisions of the Management Committee.

7. Related Laws and Regulations: Providing detailed explanations of the main regulations related to the
Fund, including those governing its establishment, fund utilization,
and investment operations, and the guidelines for the review and
management of its VC investment and its loan financing operations.

8. Q&A: This provides clear and thorough explanations of questions concerning the Development Fund’s

operation.

the Internet 25
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@ Main Activities in 2005

6. Promotion of Corporate Governance

In response to international trends, and with a view to enhancing the corporate governance of
domestic enterprises, promoting the sound development of Taiwan’s capital markets and financial system,
and enhancing Taiwan’s overall national competitiveness, the Executive Yuan at its 2,865th meeting on
November 12, 2003, passed the “Policy Agenda and Action Plan to Strengthen Corporate Governance,”
placing priority on reforming the corporate governance of TSE and GTSM listed companies, financial
service enterprises, and public utilities. In line with this policy, the Development Fund has adopted the

following measures to help invested enterprises implement corporate governance systems:

1. Completing the drawing up of a code of ethics as a reference model for VC investment
enterprises invested in by the Development Fund
Based on the high level of its expectations for invested enterprises, and in order to strengthen their
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corporate governance and enhance the ethical standards of their employees, taking into account the nature
of the venture capital industry and with reference to the practices of some domestic listed companies, the
Development Fund drew up a model “Code of Ethics for Venture Capital Investment Enterprise Personnel”,
which was submitted through the Taiwan Venture Capital Association to the “Association of Venture Capital
Enterprises Invested in by the Development Fund” to serve as a reference base for laying down a code of
ethical conduct for the employees of each of these VC enterprises.

The “Code of Ethics for Venture Capital Investment Enterprise Personnel” consists of 26 articles, the
coverage of which includes: the respect of privacy and prohibition of spreading rumors (Article 7); the
obligation to maintain confidentiality of business secrets (Article 8); the obligation to accurately compile
and keep company documentation and data (Article 9); the prohibition of insider trading (Article 11); the
prohibition of seeking to gain private benefit from company duties (Article 12); the forbiddance of engaging
in activities that are in conflict with company interests (Article 13); the obligation to report transactions
with interested parties (Article 14); the prohibition of bribery, corruption or improper gain (Article 16); the

obligation to report unlawful activities to the authorities (Article 21); and penalties (Article 22).

2. Holding training courses for stock rights representatives appointed by the Development
Fund

To promote the sharing of corporate governance information and experience, and to ensure the
safeguarding of stock rights representatives’ rights and interests, the Development Fund successively held a
series of six training courses on, respectively, “Corporate Governance and Board of Directors Operations”,
“How to Carry out the Duties of a Supervisor”, “A Corporate Governance Perspective on Commonly
Encountered Financial Statement Problems and Legal Liability”, “The Rights and Obligations of Directors,
Supervisors and Managers, and Legal Responsibility for Misstatements in Financial Statements”,
“Liabilities and Risks of Directors and Officers from the Perspective of Directors and Officers Liability
Insurance”, and “The Impact and Effect of Corporate Governance on Directors’ and Supervisors’ Legal

Risks”, all of which were well attended.

3. Actively pressing for invested enterprises to take out director and officer liability
insurance
A company that takes out director and officer liability insurance will be better able to attract high-
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quality talent to help manage its business. It will reap benefits in terms of greater transparency of corporate
decision-making and better operating performance, balancing the rights and interests of members of the
board of directors, lowering the company’s exposure to liability for payment of damages, and avoiding
impact on the company’s operations. It will also be in conformity with the government’s corporate
governance policy. Hence, the Development Fund has included director and officer liability insurance as an
important item on its agenda for promoting good corporate governance. Besides pressing companies to take
out director and officer liability insurance as soon as possible in accordance with their articles of association
or stockholder resolution, to avoid company operations being affected by legal proceedings against directors
and supervisors, the Fund also organized classes on director and officer liability insurance products, to help
company board members gain a better understanding of the importance of such insurance and its bearing on

their company.

4, Setting up an external Internet site and creating a special corporate governance forum on
the site, to strengthen exchange of information with stock rights representatives

In order to help board members representing government-owned shares to better understand
government corporate governance policy and help promote the establishment of corporate governance
mechanisms in invested enterprises, besides holding regular training courses and pooling of knowledge to
strengthen board members’ comprehension of corporate governance, company law, securities and exchange
law, and so on, the Development Fund also set up a corporate governance forum on its external website,
where it provides frequently updated information on all aspects of corporate governance for the reference
of board members. Recently, it has been working actively to set up an information and communication
platform for real-time exchanges with board members on the website, with the aim of enhancing the

transparency of information among the Fund, government-appointed board members, and invested

enterprises.
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@ Main Activities in 2005

7.Regular Announcement of Important Information

In adherence to the principle of full information disclosure, the Development Fund makes speedy
and accurate announcements of all publicly disclosable information on its website, and regularly updates
all important messages. This serves the purpose of enabling the general public to fully understand the
operation of government funds while also clarifying any misgivings that may arise as to the actions of their
managers. In the future, the government will work hard on making the performance of its funds open to
public scrutiny, including through the provision of three main sets of statistics on the situation of invested

enterprises, the tabulation of VC investees, and the situation of loan financing. The details are as follows:

1. General Situation of Enterprise Investment

More than three decades have elapsed since the Development Fund began to engage in enterprise
investment in 1975. As of the end of December 2005, it held equity stakes in 43 enterprises, with its
stockholdings amounting in value to NT$33.563 billion. Full details of these investments can be found
on the Development Fund website. The table below shows the breakdown of investments by category of

invested industries.



32 Annual Report 2005

Unit: NT$100 millions

No. of
Investment 12 5 4 3 3 4 2 2 2 2 1 2 1
Cases
Inxrens;:'n:tnt 16.43 23,76 128.94 55.05 9.36 3.65 12.00 40.00 20.96 6.48 3.36  15.20 0.44

2. General Situation of Venture Capital Investment

The Development Fund has been actively supporting government efforts to strengthen the promotion
of the venture capital industry since 1985. Thus far, it has implemented VC investment in three phases, and
in 2001 joined forces with private investors to carry out the “NT$100 billion VC Fund Plan” in support of
the government’s “Challenge 2008 National Development Plan”.  Up to now, the Development Fund has
received approvals from Management Committee to invest in 52 VC investment companies, including four
in the first phase (from September 1985 to the present), eight in the second phase (from February 1991 to
the present), and 40 in the third phase (from January 1998 to the present), with the amount of improved
investment therein totaling NT$11.139 billion.

Unit: NT$100 millions

st Phase 74.9.17 4 5
2nd Phase 80.2.26 8 10
3rd Phase 87.1.8 40 96.39

Total 52 111.39
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3. Overall Loan Financing Situation

As provided for by Article 21 of the Statute for Upgrading Industries, various lending programs are
drawn up and referred to the Management Committee for the approval of loan conditions. The programs
are aimed at promoting the sound development of industries, with the issuance of loans handled by
financial institutions. Regular follow-up and assessment is conducted on the results of each program’s
implementation. As of year-end 2005, the Fund had engaged in a total of 26 lending programs (including
those currently under implementation as well as those already concluded). Aggregate funding under these
programs totaled NT$946.5 billion, of which the Development Fund’s contribution was NT$235 billion.
Altogether, 41,550 loans amounting to NT$767.1 billion had been approved under the programs.

Unit: NT$100 millions

—

. To improve the structure
of industry and promote 7,340 1,365 38,375 6,511

industrial upgrading

N

. To match the
implementation of 710 180 1,318 624
environmental protection

and energy policy

w

. To help bolster R&D
and support economic 301 126 1,000 372

development plans

b

To match other 1,114 679 857 164
government agencies

Total 9,465 2,350 41,550 7,671
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O Main Activities in 2005

8.Setup of Tracking Mechanisms for Investment Management

1. Setup of enterprise investment management mechanism:
(1) Pre-investment evaluation:

a. Investment cases must go through a process of preliminary consultation, evaluation analysis, review
by the Investment Review Committee, and review by the Management Committee. Items examined
by the review committee include the number of applications, investment amount, ratio of available
fund, shareholding structure, investment share value, and technical share ratios. The investment
requires more than one-half or two-thirds majority approval in order to be undertaken.

b. Investment principles: On a new startup or capital expansion basis, with the public shareholding
(including shares held by the Development Fund and other government agencies) not to exceed 49%
of the total equity of the invested enterprise.

(2) Post-investment management:

To conform to international practice and to strengthen the transparency of publicly disclosed
investment information, the Fund has this year started to set up accurate and comprehensive basic data files
and a measurement model for invested enterprises, for objectively presenting performance figures for each

investment. Currently established methods of assessing investment results include:
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a. ROA and ROE: Yearly analysis.

b. IRR: Company analysis of each invested enterprise, including existing investments and those
already disposed of.

c. ROI: Analysis by industrial category and year.

d. Working capital: Analysis by amount and multiple of increase.

(3) Follow-up investment performance evaluation method:
For consideration of capital cost, the inflation rate is taken as the baseline parameter, according to the

annual investment return TSR formula as a mechanism for strengthening performance evaluation.

(4) A regular yearly review is conducted using the formulae described above, and with invested enterprises
classified into different categories, in order to carry out post-investment management and furnish a
market-exit mechanism. Furthermore, to comply with the Executive Yuan’s “Policy Agenda and Action
Plan to Strengthen Corporate Governance”, the Fund continuously conducts follow-up examination of
corporate governance practice, so that it can fulfill its responsibilities for promoting sound industrial

development at the same time as it strives to make sure of achieving a sound operating performance.

2. Setup of VC investment management mechanism:
(1) Pre-investment evaluation:

a. Investment cases must be approved by the VC Investment Review Committee. The 16-member
review committee considers such matters as the number of investment applications, the investment amount
applied for, the investee’s shareholding structure, and the operations management experience of whichever
entity will be managing the fund. The investment requires more than one-half or two-thirds majority
approval in order to be undertaken.

b. The Fund undertakes investment according to the principle that it will not become the largest

shareholder in the invested company.

(2) Post-investment evaluation:

For each fund launched, the fund conducts separate review of the invested VCIEs’ investment period,
investment locations, approved investment amount, scale of cumulative induced private capital injected into
the VC funds, cumulative number of investment cases approved, number of related reinvestments, average
annual ROI of each fund, and comparative analysis of interest rates on deposits over the corresponding

period, to regularly evaluate the VCIEs’ effects.
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@ Main Activities in 2005

9.Strengthening Contacts with Invested Enterprises and Domestic
and Overseas VC Investment Enterprises

Since 2004, the Development Fund has been making energetic efforts to build closer cooperative
ties with invested enterprises, and to provide a platform for exchanges among invested enterprises, VC
investment enterprises, and VC invested enterprises. At the same time, it has been working actively to
establish ties of strategic alliance with overseas VC firms, in the hope of being able to strengthen business
connections with important economies and territories around the world as a means of bringing the advanced
techniques and resources of foreign businesses into Taiwan, and so help Taiwan’s VC enterprises and
related industries to further their development and step forward onto the international stage. Highlights of

these efforts in the past year include as follows:

1. Assisting TVM Capital to organize a seminar in Taiwan

Germany’s Techno Venture Management (TVM) Capital, invested in by the Development Fund, is
one of the world’s top five biotechnology funds. A key consideration behind the investment was that main
investment targets of its Life Science Venture VI (LSV VI) Fund are new pharmaceutical R&D companies
and new pharmaceutical R&D companies in possession of platform technologies, exactly matching the
goals for the development of Taiwan’s biotechnology industry. At the same time, TVM Capital has already
successfully completed at least twenty cases of biotech-related technology transfer in Europe and America.
Hence, it is hoped that the establishment of investment and strategic alliance links between us will create a
platform for exchanges between domestic and European VC firms, helping to foster talent for Taiwan’s VC
industry and giving our domestic firms a chance to obtain advanced technologies from Western countries,
thereby not only raising the competitiveness of Taiwan’s biotechnology industry, but also creating more

opportunities for investment in that industry.

TVM Capital and the Fund-invested Taiwan BioVenture Company co-organized the First Global
Biotechnology Investment Conference in Taipei on November 18, 2005. Besides informing members of
Taiwan’s biotech industry about the European and American biotechnology industries’ latest development
trends, regulatory environments, and procedures for evaluating biotech investment, the most important
purpose of the conference was to provide an opportunity for contact between domestic firms and their
overseas counterparts, and for the discussion of all kinds of practical problems encountered by them. The
event was enthusiastically attended and well received by Taiwan’s domestic biotech VC investors and

biotech enterprises.
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2. Inviting invested VC firms to jointly stage a seminar on economic value-added (EVA)
“Value creation management” (VCM), also known as “value based management” (VBM), has

been described by Fortune magazine as the most comprehensive business philosophy and management
system going into the 21st century. Around the world, nearly a thousand corporations have successfully
introduced VBM systems. According to a report by the US consulting firm Stern Stewart & Co. on a 5-year
tracking study of 65 US companies implementing VCM, the return on investment (ROI) of stockholders
in companies implementing VCM was 49% higher than for similar companies without it. And continued
tracking for a further five years of companies that fully embraced VCM showed that their ROI was 84%
higher than those that did not.

In light of this, the Development Fund invited invested VC firms to jointly stage an EVA financial
assessment seminar in September 2005, to study the latest related financial assessment and management
know-how, with a view to cultivating more professionalized and internationalized capabilities in Taiwan’s

VC industry talent.
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@ Main Activities in 2005

10.Continued Strengthening of Internal Examination and
Auditing System

1. Strengthening Internal Examination

The Development Fund’s accounting personnel, who are responsible for conducting its internal
examination work, carry out all their related duties in accordance with the Budget Act, the Financial
Statement Act, and other related laws and regulations. The results are submitted to the Cabinet’
s Directorate-General of Budget, Accounting and Statistics (DGBAS) and related agencies within the
specified time limit for review and approval. They also compile an oral budget report together with
anticipated interpellation question-and-answer reference notes in preparation for reporting to the Legislative
Yuan, and prepare a monthly internal report on the budget implementation situation. If there are any delays

in budget implementation, the related agencies are called upon to take urgent rectifying action.

2. Strengthening Managing and Auditing System

To strengthen oversight of invested enterprises, the investees are classified into five categories from A
to E, with a specific set of principles for exercise of the Fund’s equity rights laid down for each. Invested
enterprises are also placed in the five categories of “normal”, “under observation”, “under tracking”, “watch
listed”, and “written off” according to their business results and operating situation, to achieve the best

effects of regular review and focused management.

According to the Organic Regulations of the Development Fund, the Auditing Department is
responsible for conducting analysis of Fund-invested enterprises’ credit and financial status, and for carrying
out auditing and special-case investigation of the implementation results of the Fund’s investment and loan-

financing programs.

Also, the Auditing Department conducts scheduled or unscheduled on-site inspections of invested
enterprises’ operational situations, and looks into the technical, production, marketing, financial, personnel,

and other aspects of their operations according to actual necessity.
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© The Development Fund's Assets,
Liabilities and Income Situation

At year-end 2005, the Development Fund had assets of NT$80.01 billion, liabilities of NT$628 million,
and a net worth of NT$79.382 billion. In FY 2005, operating income amounted to NT$19.158 billion and
operating expenses to NT$2.317 billion for an operating surplus of NT$16.841 billion. The Fund’s assets,

liabilities and income for the last five years are as follows:
1. Strengthening Internal Examination

Unit: NT$100 millions

Item 2001 2002 2003 2004 2005
Assets 994.11 1,012.26 796.81 798.18 800.10
Current assets 196.45 363.26 21171 218.98 188.60
Long-term investments, 797.63 648.97 584.98 579.10 611.42
accounts receivable, loans,
advances and provisions
Fixed assets 0.02 0.02 0.11 0.09 0.08
Intangible assets 0.01 0.01 0.01 0.01 0.00
Other assets 0.00 0.00 0.00 0.00 0.00
Liabilities 12.85 3.87 2.99 4.36 6.28
Current liabilities 11.27 2.46 1.78 3.35 5.36
Long-term liabilities 1.50 1.32 1.13 0.91 0.80
Other liabilities 0.08 0.09 0.08 0.10 0.12
Net Value 981.26 1,008.39 793.82 793.82 793.82
Fund 795.12 793.82 793.82 793.82 793.82
Capital surplus 129.46 129.46 - - -
Accumulated surplus or deficit 56.68 85.11 - -

1,012.26

The distribution of the Fund’ s assets at year-end 2005 is shown in detail in the pie-chart below.
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2. Statement of Income and Rate of Return for the Last Five Years
Unit: NT$100 millions

2001 2002 2003 2004 2005

Income

Operating income 253.90 294.18 312.14 53.21 188.23

Non-operating income 4.16 3.74 1.88 0.82 3.35
Total Income 258.06 297.92 314.02 54.03 191.58
Costs and Expenses

Operating costs & expenses 32.41 51.90 30.70 19.12 23.17

Non-operating expenses 0.02 0.38
Total Costs & Expenses 32.43 51.90 31.08 19.12 23.17
Surplus 225.63 246.02 282.94 34.91 168.41
Return on Assets 22.70% 24.30% 35.51% 4.37% 21.05%
Return on Net Worth 22.99% 24.40% 35.64% 4.40% 21.22%

Total assets - NT$80.01 billion

Date: December 31, 2005

O Long-term investment balance
NT$41.62 billion

(O Liquid capital
NT$18.86 billion

O Long-term loan balance
NT$19.52 billion

Long-term investment balance Liquid capital Others Long-term loan balance
Equity investment Cash NT$18.63 billion NT$10 million Loans to enterprises through
NT$37.34 billion Accounts receivable financial institutions
Eauity investment adjustment NT$230 million

-NT$3.77 billion

Trust investment NT$8.05 billion
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@ The Development Fund's
Performance

1. Investment Performance
(1) ROA: Can reflect the Fund’s investment performance according to the annual release of shares set
by policy.
(2) ROE: In most years, there is little difference between the ROA and ROE, because the Fund does
not use financial leverage.
(3) IRR: The composite IRR of invested companies has reached 23.15%.
ROI: The 30-year average ROI stands at approximately 11.0%.
(4) Working capital growth: Since 1973, a total of NT$21.331 billion has been allocated to the Fund
from the national treasury. As of year-end 2005, the market value of the
Fund’s investments was approximately NT$144.12 billion. This amount
plus the NT$177.801 billion cumulatively paid back to the national
treasury plus NT$46.446 billion in other assets adds up to a total of
NT$368.367 billion, which translates into a 17.26-fold increase of the
original working capital of NT$21.331 billion, or a one-fold increase on

average every two years.

2. Venture Capital Performance
(1) In line with the government’s efforts to strengthen promotion of the venture capital industry, the
Development Fund has since 1985 launched three separate phases of investment in venture capital

investment enterprises (VCIEs). As of year-end 2005, approval had been given for investment in
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52 domestic and overseas VCIEs. With the Fund’s cumulative investment of NT$11.139 billion
supplemented by private capital to create a total fund of some NT$60.847 billion, the invested
VCIEs had made investments in 975 enterprises, giving a substantial boost to new enterprise
startup and employment growth.

(2) The first and second phases of VC investment have recorded average IRRs of 8.02% and 6.92%,
respectively, both of which are higher than the 5.3% average interest rate on deposits over the
corresponding period. The investment portfolio for the third phase of the VC investment program is

still in the process of being set up.

3. Loan Financing Performance

Loan financing programs currently under implementation can be divided into four main categories as
follows:

(1) Loans for improving the structure of industry and promoting industrial upgrading: The five
items in this category are “Loans for Assisting SME Upgrading,” “Concessional Loans for the Purchase
and Installation of Automating Machinery and Equipment,” “Concessional Loans for the Purchase and
Installation of Automating Machinery and Equipment by Agricultural Enterprises,” “Loans for Revitalizing
Traditional Industries” and “Special-case Funding for Assisting Corporate M&A.”

(2) Loans to match environmental protection policy: The two items in this category are “Low-interest
Loans for Private Enterprise Pollution Control Equipment” and “Concessional Loans for the Purchase and
Installation of Energy-Saving Equipment.”

(3) Loans to help businesses strengthen R&D and support CEPD plans: The three items in this
category are “New Industrial Product R&D Program,” “Turnkey Plant Export Financing Loans” and the
“Overseas Investment Financing Program.”

(4) Loans to match plans and programs of other government agencies: The four items in this category
are the “Loan Program for Private Enterprise Investment in Developing Industrial Ports,” the “Loan
Program for Encouraging Private Investment in Developing Mixed-Use Industrial and Commercial Parks,”
“Taipei 101" and “Loans for Promoting Industrial R&D.”

As of year-end 2005, the Development Fund had provided funds totaling NT$107.7 billion for loans
amounting to NT$300.6 billion, with 6,858 cases approved and the amounts approved totaling NT$148.1

billion, and with the average approved amount of each loan standing at NT$21.6 million.
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8 Crystal Internet 88.12  AEER4ERR 37.18 0.56 1.67%
9 HRAERAI 89.8 A Ry 5.16 0.50 9.69%
10 Silicon 89.4 SEES | PR A ERES | B 11.79 0.41 3.45%
11 R 89.11 JE BT pmpe 4.05 0.45 11.1%
12 hRLAE 90.6 BRI HE B 3.35 0.25 7.47%
13 WFRE 90.8 BT HE B AF 20.00 0.50 2.50%
14 fiapeey-ilEsd 90.12 T~ emps B/ T 6.50 0.80 12.31%
15 R R 90.12 AR EIEE Al & 2.70 0.54 20.00%
REENEM - XE
16 HERE 91.6 AR Ry 25.00 6.00 24.00%
17 BIRAIR 91.7 MR | TR @S, 5.10 1.50 29.41%
18 sAFRAIRE 91.12 RS BT A 8.00 2.40 30.00%
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19 AsiaTech 91.3 MBS | PR A ERAS | R 19.68 5.20 23.66%
20 AR 91.7 HE g BT 10.00 2.50 25.00%
21 DEAIK 92.7 G RN =5 6.00 1.80 30.00%
22 B2 A 91.12 BT E - omee | E| 10.00 3.00 30.00%
23 AR 91.12 B BAI¥E XS 10.35 2.70 26.09%
24 BRI 91.12 BRTE Al BEHE 10.60 3.00 28.30%
EREAMD ~ AR R
25 R TIBAERAIR 9210 A RE 20.00 4.00 20.00%
26 TREARAIK 92.6 e L 7.21 1.44 19.97%
27 IRRA 92.11 qeyEps | SEE BT 4.50 0.90 20.00%
28 TIRE—RIK 92.10 BHITE SR LS 10.00 1.50 15.00%
29 mIERIR 92.10 qoEEE | T EH T 9.25 1.85 20.00%
30 2IRRBEAIIE 92.12 BT s | E| 15.50 3.00 19.35%
31 A 93.9 HIEEE AR BEET 16.20 4.86 30.00%
32 ARA 93.10 X E 4.05 0.81 20.00%
33 EERI® 94.4 AR Ry 11.25 3.38 30.00%
34 BRI 94.4 AR AR EREE A 6.00 1.20 20.00%
35 =A% 93.10 B EAEZREY RS 9.25 1.25 13.51%
36 EHERIR 93.10 AT HE - EHI¥E 3.80 1.14 30.00%
37 Giza IV Fund 94.1 B R REE T % 15.50 1.48 9.55%
38 RRAAI 94.1 A g 10.00 2.50 25.00%
39 G =lkd 94.6 e 10.00 4.00 40.00%
40 WM 94.9 R INE L 7.19 0.30 4.16%
(5f) 84.93

1 TEERESH  RhERERKRESE -
2. AESHERESE11.39FT -
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B A G HEA
e NGIEA EXR HEEEHE wEEHE

1 R Ak 64-82 2.23
2 a1 BB 65-73 1.41
3 idowarid Ak 65-83 1.20
4 BRI Hith 77-78 0.10
5 s Hith 69-74 2.18
6 BIERE B 69-74 8.00
7 BiEman ik 69-89 0.08
8 P BB 70-80 1.50
9 BERER bk 71-74 0.03
10 RE g 71-77 0.17
1 et HE 71-79 0.08
12 BEBB B 71-82 0.10
13 ek =il 72-86 0.40
14 ESSE U = 72-74 0.26
15 E=Yatld At 72-76 2.00
16 ARG R &R 73-85 0.23
7 RERZE LR 73-87 0.50
18 BESET 562 73-79 0.80
19 ZEFERRAN pki) 74-87 0.19
20 BIERK FEE 75-89 3.37
21 EREE S 78-79 0.20
22 HREET R et 84-85 8.32
23 BT o 84-85 0.67
24 FREIER o 85-86 3.20
25 HEEE T FB5 80-88 6.77
26 REEK & 67-91 0.08
27 RE Al 73-93 0.10
28 REER B 78-92 4.00
29 - AVASE I 5 78-92 0.41
30 Novell =il 86-91 0.89
31 NEEER FE 84-93 8.97
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@ Investment Porifolio

The Development Fund’s investment portfolio can be divided into two categories, namely current
investment and investment already disposed of. Current investment includes direct investment and

investment in venture capital companies (indirect investment).

A. Current Investment
(1) Direct Investment

Unit: NT$100 millions

Company Name Investment Date Industry Capital DF Investment Stockholding
Ratio (%)
1 General Biological Corp. 73.5 Biotechnology 1.72 0.05 2.63
2 Genovate Biotechnology 84.11 Biotechnology 8.31 2.08 32.19
3 Taiwan Biotech 85.9 Biotechnology 12.46 1.13 10.76
4 ScinoPharm 86.10 Biotechnology 55.10 2.06 18.32
5 Taiwan Flower 87.4 Biotechnology 10.00 1.00 10.00
Biotech Co.
6 UBI Asia 87.10 Biotechnology 8.48 2.42 19.98
7 ADImmune Corporation 90.3 Biotechnology 7.58 1.65 21.11
8 TaiGen Biotechnology 90.7 Biotechnology 22.83 3.49 12.53
9 PharmaEssentia Corp. 92.9 Biotechnology 5.01 1.00 19.96
10 Pharma Engine Inc. 93.7 Biotechnology 6.30 0.88 20.63
11 TaiAn Technologies Corp. 92.12 Biotechnology 0.44 0.07 30.00
12 Mycenax Biotech Inc. 94.5 Biotechnology 3.30 0.60 13.47
13 Taiwan Aerospace Corp. 80.9 Aerospace 52.42 11.05 29.00
14 AeroVision Avionics Inc. 86.10 Aerospace 5.40 0.82 15.11
15 Helicopter 89.5 Aerospace 2.10 0.08 8.93
16 National Aerospace 90.6 Aerospace 16.39 3.04 15.87

Fasteners Corp.

17 Sino Swearingen 91.1 Aerospace 0.23 8.78 3.65

Aircraft Corporation
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Unit: NT$100 millions

Company Name Investment Date Industry Capital DF Investment Stockholding
Ratio (%)
18 Mega Holdings 91.12 Finance 1,136.57 75.69 5.95
19 China Bills Finance 67.8 Finance 167.87 15.24 16.37
Corporation
20 Bank of Overseas Chinese 73.3 Finance 119.45 14.11 11.43
21 Chang Hwa Bank 92.11 Finance 495.95 23.90 2.68
22 Ritdisplay Corporation 90.10 Optoelectronics 68.70 3.15 2.00
23 Polaray Optoelectronics 91.6 Optoelectronics 14.84 2.16 14.56
Co., Ltd.
24 Toppoly Optoelectronics Corp. 91.12 Optoelectronics 348.97 4.05 0.99
25 TSMC 75.12 Semiconductor 2,473.00 4.97 6.39
26 Vanguard International 86.6 Semiconductor 161.17 46.58 26.90
Semiconductor Corp.
27 Andes Technology Corp. 94,12 Semiconductor 6.30 3.50 44.44
28 ChungHwa Telecom 89.9 Communications 964.77 17.81 0.16
29 Browave Corporation 90.7 Communications 8.25 3.15 5.45
30 Global Venture Capital 77.6 Venture Investment 12.04 3.24 23.26
31 SC Fund 89.2 Venture Investment 9.51 3.24 30.00
32 Taiwan High Speed Rail 90.9 Transportation 1,051.00 30.00 2.85
33 Kaohsiung Rapid 91.1 Transportation 100.00 10.00 10.00
transit Corporation
34 China Engine Corporation 84.6 Machinery 16.89 3.20 18.95
35 Hua-Chuang Auto 94.12 Machinery 32.00 12.00 37.50
Info. Tech. Center
36 Yamay 90.4 Tourism 55.00 4.00 21
37 Promised Land Resort 90.8 Tourism 78.00 8.00 10.26
38 Hui Chu Development 78.10 Other 2.25 0.44 20.00
39 TVbean 94.8 Information 1.88 0.45 183
40 VIVAVR Technology Co., Ltd. 94.10 Information 3.55 0.50 14.08
41 Double Edge Entertainment 94.11 Information 5.04 1.50 29,15
42 Digimax 94.12 Information 3.70 1.20 10.81
43 Dragon Steel 84.12 Steel 254.69 3.37 1.23
335.63

Total 43 enterprises
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(2) Indirect Investment

Unit: NT$100 millions

List No. VC Company Investment Main Invested Industries Paid-in Amount of Stockholding
Development
Date Capital Fund Investment Ratio (%)
First Stage
1 Han Tech Venture 75.6 Semiconductors, 17.66 1.91 11.55%
Capital Corp. information, software
2 International Venture 76.9 Communications, 6.00 0.69 11.42%
Investment semiconductors,
electronic information
3 Global Venture Capital 77.6 Communications, 12.04 0.88 1.27%
Euro Venture Capital Corp. optoelectronics, digital
content, biotechnology
4 79.2 S&T, high-grade materials, 8.00 0.38 4.69%

venture investment,

traditional industries

Second Stage

1 Grand Cathay Venture 81.2 Semiconductors, 16.00 2.34 14.65%
Capital Co., Ltd. electronic components
2 HealthCare Venture |11 81.6 Biotechnology and 55.65 0.41 0.74%

pharmaceuticals

3 ARCH Fund I 83.1 Semiconductors, 10.38 1.04 9.98%

biotechnology

4 Euroc Il Venture 84.4 Information electronics, 8.00 1.25 15.63%
Capital Corp. materials, precision
instruments
5 Grand Cathay Venture 87.1 Semiconductors, 8.00 1.25 15.63%
Il Capital Co., Ltd. electronic components
6 Apex Venture Capital 86.2 Biotechnology and 8.49 1.14 11.68%
Corporation pharmaceuticals,

semiconductors,

environmental protection

T Biotechnology 86.1 Biotechnology, medical 17.41 1.04 5.95%
Development Fund treatment and healthcare
8 HealthCare Venture V 86.1 Biotechnology and 51.90 0.41 0.80%

pharmaceuticals
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Unit: NT$100 millions

List No.  VC Company Investment Main Invested Industries Paid-in Amount of
Development
Date Capital  Fund Investment
Third Stage
1 Euroc |11 Venture 87.4 Other key S&T, venture 6.00 1.20
Capital Corp. capital, traditional industries
& others, semiconductors
Semiconductors, Internet
2 Silicon Valley 87.1 security software, 9.20 1.36
communications
Biotechnology and
3 Hiatung Venture 88.4 pharmaceuticals, 3.00 0.45
Capital Corp. optoelectronics, software
4 First Bio Venture Capital 88.7 Biotechnology and 4.00 0.69
pharmaceuticals, S&T services
5 Han Tech Venture 88.4 Semiconductors, 17.66 1.51
Capital Corp. information, software
6 International Venture 88.10 Semiconductors, Internet, 2.60 0.52
Investment |11 Corp. communications,
biotechnology
7 EndPoint Late Stage 89.6 Biotechnology and 7.47 0.74
pharmaceuticals,
8 Crystal Internet 88.12 Internet 37.18 0.56
9 Bio World Venture Capital 89.8 Biotechnology and 5.16 0.50
pharmaceuticals,
10 Silicon 89.4 Semiconductors, Internet 11.79 0.41
security software,
communications
11 Global Strategic 89.11 Optoelectronics, information,  4.05 0.45
Investment Fund semiconductors
12 China Technology 90.6 Information, optoelectronics, 3.35 0.25
Venture Company Ltd. communications
13 Prudence Venture 90.8 Information, optoelectronics,  20.00 0.50

Investment Corp.

communications,

biotechnology

Stockholding

Ratio (%)
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Unit: NT$100 millions

List No. VC Company Investment Main Invested Industries Paid-in Amount of Stockholding
Development
Date Capital Fund Investment  Ratio (%)
Third Stage
14 Shengtung Venture 90.12 Optoelectronics, 6.50 10.80 12.31%
Capital Corp. semiconductors, information
15 Der Yang Biotechnology 90.12 Biotechnology and 2.70 0.54 20.00%
Venture Capital pharmaceuticals, venture
capital, traditional industries
& others, optoelectronics
16 CDIB BioScience 91.6 Biotechnology and 25.00 6.00 24.00%
Venture | pharmaceuticals,
17 TSC Venture Capital Corp. 91.7 Semiconductors, information, 5.10 1.50 29.41%
communications
18 Hon Pang Venture 91.12 Semiconductors, software, 8.00 2.40 30.00%
Capital Corp. communications
19 AsiaTech 91.3 Semiconductors, Internet 19.68 5.20 23.66%
security software,
communications
20 Sino Star Capital Inc. 91.7 Optoelectronics, 10.00 2.50 25.00%
semiconductors, information
21 Cathay Venture 92.7 Information, communications,  6.00 1.80 30.00%
Capital Corp. optoelectronics
22 Harbinger Venture 91.12 Information, semiconductors, ~ 10.00 3.00 30.00%
|1l Capital Corp. communications
23 Hwa VI Venture 91.12 Communications, information, 10.35 2.70 26.09%
Capital Corp. optoelectronics
24 Shin Sheng Venture 91.12 Information, venture capital, 10.60 3.00 28.30%
Capital Investment Corp. traditional industries &
others, biotechnology
& pharmaceuticals
25 Boston Life Science 92.10 Biotechnology and 20.00 4.00 20.00%
Venture Corp. pharmaceuticals,
26 Bio 21 Venture 92.6 Biotechnology and 7.21 1.44 19.97%

Capital Corp. pharmaceuticals
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Unit: NT$100 millions

List No.  VC Company Investment Main Invested Industries Paid-in Amount of Stockholding
Development
Date Capital Fund Investment Ratio (%)
Third Stage
27 InnoVision Venture 92.11 Semiconductors, 4,50 0.90 20.00%
Capital Corp. optoelectronics, information
28 CTB First Venture 92.10 Information, key S&T, 10.00 1.50 15.00%
Capital Co., Ltd. optoelectronics
29 Teh Hsin Venture Capital 92.10 Semiconductors, 9.25 1.85 20.00%
optoelectronics, information
30 Global Strategic 92.12 Information, semiconductors, ~ 15.50 3.00 19.35%
Investment Fund communications
31 Dragon Investment 93.9 Semiconductors, 16.20 4.86 30.00%
Fund | Co., Ltd. biotechnology, software
32 TSC Bio-Venture 93.10 Biotechnology and 4,05 0.81 20.00%
Capital Corp. pharmaceuticals
33 Taiwan BioVenture 94.4 Biotechnology and 11.25 3.38 30.00%
Company pharmaceuticals
34 Grand Cathay Venture 94.4 Communications, venture 6.00 1.20 20.00%
Capital Il Co. capital, traditional
industries & others
35 Vision Venture 93.10 Communications, other key 9.25 1.25 13.51%
Capital Corp. S&T, optoelectronics
36 H&H Venture Capital 93.10 Software, optoelectronics, 3.80 1.14 30.00%
Investment Corp. information
37 Giza IV Fund 94.1 Communications, 15.50 1.48 9.55%
biotechnology and
pharmaceuticals, software
38 Eminent Venture 94.1 Biotechnology and 10.00 2.50 25.00%
Capital Corporation pharmaceuticals
39 Pac-Link Bio Venture 94.6 Biotechnology and 10.00 4.00 40.00%
Capital Investment pharmaceuticals
40 TVM Capital 94.9 Biotechnology and 7.19 0.30 4,16%
pharmaceuticals

Note 1. DF Investment is the accumulated investment amount.
2. The Fund’' s approved investment amounts to NT$11.139 billion.
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B. Portfolio of Investment Already Disposed of

Company Name

Industrial Category

Period of

Stockholding

Amount of

Investment

Unit: NT$100 millions

Amount Realized

from Sale

1 Oriental Union Chemical Corporation Petrochemical 1975~1993 2.23 56.20
2 TSRC Corporation Rubber 1976~1984 1.41 2.72
3 Union Petrochemical Corp. Petrochemical 1976~1984 1.20 10.93
4 Ta Jen Farm Other 1988~1989 0.10 0.10
5 Hwa Yu Other 1980~1985 2.18 0.92
6 Taiwan Pulp & Paper Corporation Paper-making 1980~1985 8.00 1.09
T Kun Ta Fu Yi Communications 1980~2000 0.08 0.01
8 China Synthetic Rubber Corporation Rubber 1981~1991 1.50 16.43
9 Microelectronics Technology Inc. Communications 1982~1985 0.03 0.03
10 Ta Wang Semiconductors 1982~1988 0.17 0.02
11 Ying Chi Machinery 1982~1990 0.08 0.21
12 Taiwan Automation Machinery 1982~1993 0.10 Liquidated
13 Kuei Teh Information 1983~1997 0.40 Liquidated
14 Chen-Tech Taiwan Industries Co., Ltd. Steel 1983~1985 0.26 0.26
15 Grand Pacific Petrochemical Corporation  Petrochemical 1983~1987 2.00 2.34
16 Visiontics International Information 1984~1996 0.23 0.26
17 Life Guard Pharmaceutical Inc. Biotechnology 1984~1998 0.50 1.16
18 Kuo Shan Electronics Semiconductors 1984~1990 0.80 Liguidated
19 Link Communication Inc. Communications 1985~1998 0.19 0.08
20 Mosel Vitelic Inc. Semiconductors 1986~2000 3.37 7.48
21 Chien Tung Precision Electrical machinery 1989~1990 0.20 0.22
22 BES Engineering Corporation Technology 1995~1996 8.32 8.74
23 Chiao Tung Bank Finance 1995~1996 0.67 4.88
24 Chung Kuo Insurance Company, Ltd. Finance 1996~1997 3.20 4.02
25 United Microelectronics Corporation Semiconductors 1991~1999 6.77 61.10
26 Tung Hai Computers Information 1978~2002 0.08 0.05
27 Chang Feng Petrochemicals 1984~2004 0.10 0.01
28 Wyse Communications 1989~2003 4.00 5.09
29 Mirle Automation Corporation Electrical machinery 1989~2003 0.41 1.54
30 Novel| Information 1997~2002 0.89 7.74
31 Powerchip Semiconductor Corporation Semiconductors 1995~2004 8.97 34.12




Loan Financing Situation 61

DRIEIE

E AIFARESIHEH AN HEE zz%ﬁéﬁiﬁ‘fﬁﬁ%miﬁ\wﬁ BEMFENAKL
B HEEEERT3,006f2T  FRESHEREER1,077RIT » RETH0E6,8584F » BoESER1,481
27T« FHBHRESTER2,1608 T °
Bic #HEHRA
Hx  BE  REiE Rt

REBENEE REE  EE OEHE HEE

— RUESEREH REEREAKRE:

1 EERNCEARER (FAH) 92,1119 4.32% | B FHIEEERIRMN2.25% | 300 75 1,490 131.32

2 BERBEERE 91.04.02  4.52% [ BBk —FFHATEREFIZRMN2.45% ] 600 80 833 556.77
BEEX (£1H)

3 BERETOBMER 90.05.11  4.07% | BE_FHEFEFEMN2% ] 20 8 8 0.49

HEEEERETH

4 REEGEXER E—H) 88.12.31  4.32% [ Bk —FFHAEREFIZEMN2.25% ] 300 0 3,084 298.09
REEREXESR (EZH) 93.0831  4.32% [ Bl _FHERERIZEMN2.25% | 300 75 201 23.94

5 WEEMEEEME 92.02.20  4.495% [ EBfE A HAEREMEFIZN2.45% ] 200 50 6 9.10

— BARRERE:

6 REFFSEMARBENER (FLH) 87.09.25  4.245% | ek _EHAERAIZEMN2.175% ] 120 30 220 130.47

7 BESNERABEEERETH 83.06.30  4.52% [ EhfE _FHERERIZEMN2.45% | 100 25 16 17.78

= BEHEEMAMERRERSRCEGHES !

8 IXMERWMETS 751104 AEFFERMS - BELIE1%-4% 2 EES 104 104 563 103.54

9 BRESRERLREER (E=H) 82.05.1  4.85% | #RiAE 2 PRI AL ER BT | 60 15 148 4101

10 HIPEIMEEREE (F5H) 89.07.03 S 5.145%5H 1 457% 60 20 22 28.71

[ B EIMNRRERZ-0.75% |

M ESEMEEREE

11 REFERERBTIRBETGE 88.06.29  4.465% | BfEEHE—EHIMN2.45% ] 100 15 2 14.16

12 RBRAREREIDFREEENE 86.12.30  5.83% [ (FREE—FEREMEIFIZL1.95% ) 50 30 2 3.40
*5-FfE _FERHEEIFIER2 ] /3

13 BlEFERAE 86.11.15  2.5% 192 50 1 41.95

4 REEEWARRER 9206.14 1% 500 500 262 80.14

& &f 1,481

5E 1. 94123 1B R HAE AR E E R 2.07% 0 BN A2.045% 1 BiEERE—EHA2.015%  #E)A1.97% -
2EIRMIE SR FEERR AR MR SR BHER B AR - EF R —F 8T



62 Annual Report 2005

© Loan Financing Situation

Current main loan financing programs being undertaken by the Fund and which still require the
further allocation of funds can be divided into four main categories and 14 items. As of year-end 2005, the
Development Fund had provided funds totaling NT$107.7 billion for loans amounting to NT$300.6 billion,
with 6,858 cases approved and the amounts approved totaling NT$148.1 billion, and with the average
amount of each approved investment standing at NT$21.6 million.

Unit: NT$100 millions

Total Matching  Cases Cumulative

Amount  Amount Approved  Amount
Loan Item Launch Date Calculation of Interest Rate for Recipient of Loans Approved

For Improving the Structure of Industry and Promoting Industrial Upgrading:

Loans for Assisting SME Upgrading (9th Fund) 92.11.19  4.32% [ Postal savings 2-year time 300 75 1,490 131.32

deposit rate + 2.25% |

Concessional Loans for the Purchase and 91.04.02  4.52% | Postal savings 2-year time 600 80 833 556.77
Installation of Automating Machinery deposit rate + 2.45% )

and Equipment (10th Fund)

Concessional Loans for the Purchase and 90.05.11 4.07% [ Postal savings 2-year 20 8 8 0.49
Installation of Automating Machinery and time deposit rate + 2% ]

Equipment by Agricultural Enterprises (2nd Fund)

Loans for Revitalizing Traditional 88.12.31  4.32% [ Postal savings 2-year time 300 0 3,084 298.09
Industries (1st Fund) deposit rate + 2.25% )

Loans for Revitalizing Traditional 93.08.31 4.32% [ Postal savings 2-year time 300 75 201 23.94
Industries (2nd Fund) deposit rate + 2.25% |

Special-case Funding for 92.02.20  4.495% [ Postal savings 2-year time 200 50 6 9.10

Assisting Corporate M&A deposit floating rate + 2.45% |

To Match Environmental Protection Policy:

Low-interest Loans for Private Enterprise 87.09.25 4.245% [ Postal savings 2-year time 120 30 220 130.47
Pollution Control Equipment (5th Fund) deposit rate + 2.175% |

Concessional Loans for the 83.06.30  4.52% [ Postal savings 2-year time 100 25 16 17.78
Purchase and Installation of Energy- deposit rate + 2.45% )

Saving Equipment (2nd Fund)
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Unit: NT$100 millions

8 New Industrial Product R&D Program 75.11.14 Interest-free, but must return 1%-4% payback fund. 104 104 563 103.54
9  Export-Import Bank Machinery & Equipment 82.05.1 4.85% [ 50 basis points below the Export- 60 15 148 41.01
Export Financing Loans (3rd Fund) Import Bank” s published interest rate for

mid- to long-term export financing )

10 Export-Import Bank Overseas Investment 89.07.03 US$: 5.145%: NT$: 4.57% | Export-Import Bank’s 60 20 22 28.71
Financing Program (6th Fund) overseas investment financing rate minus 0.75% ]

11 Loan Program for Private Enterprise 88.06.29 4.465% [ Postal savings 1-year 100 15 2 14.16
Investment in Developing Industrial Ports time deposit rate + 2.45% |

12 Loan Program for Encouraging Private 86.12.30 5.83% [ (Postal savings 1-year time 50 30 2 3.40
Investment in Developing Mixed-Use deposit rate + 1.95% ) *5- postal savings
Industrial and Commercial Parks 2-year time deposit rate + *2 ] /3

13 Taipei 101 86.11.15 2.5% 192 50 1 41.95

14 Loans for Promoting Industrial R&D 92.06.14 1% 500 500 262 80.14

3,006 1,077 6,858 1,481

1. At year-end 2005, the fixed postal savings 2-year time deposit rate was 2.07% and the floating rate 2.045% ; the
corresponding 1-year rates were 2.015% and 1.97%.
2. As the Import-Export Bank's rates vary according to the company’s financial situation and the provision of credit

guarantee, only the rates for the most recent loans are shown.
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© The Development Fund's Historical
Contributions to Government
Finances and Indusiry

1. The historical status of Development Fund payments to the national treasury

When the Development Fund was established, it received an allocation of NT$21.331 billion from
the national treasury. However, the payment of its operating surplus to the national treasury over the years
has already amounted to NT$177.801 billion. The situation of payments to the treasury year by year is as

follows:
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Unit: NT$100 millions

Fiscal Year Amount Turned Over to National Treasury Fiscal Year Amount Turned Over to National Treasury

2nd half 1999

+ 2000

1,778.01

2. The historical record of share release by the Development Fund
Unit: NT$100 millions

Year Names of Main Companies of which Shares Released Amount Realized
74 Taiwan Pulp & Paper Corporation; Chen-Tech Taiwan Industries Co., Ltd
75 China Synthetic Rubber Corporation
76 Grand Pacific Petrochemical Corporation
79 China Synthetic Rubber Corporation; Chien Tung Precision Industry
80 China Synthetic Rubber Corporation
81 TSMC
82 TSMC; Oriental Union Chemical Corporation
83 TSMC; China Bills Finance Corporation; Union Petrochemical Corp.
84 TSMC; China Bills Finance Corporation; Chung Kuo Insurance Company, Ltd.
85 TSMC; China Bills Finance Corporation; BES Engineering Corporation; Chiao Tung Bank
86 TSMC; China Bills Finance Corporation; United Microelectronics

Corporation; Mosel Vitelic Inc.; ICBC

87 TSMC; China Bills Finance Corporation; United Microelectronics

Corporation; Mosel Vitelic Inc.; ICBC; etc.

88 TSMC; United Microelectronics Corporation; Mosel Vitelic Inc.; Mirle Automation Corporation
89 TSMC; Mosel Vitelic Inc.

90 TSMC

91 TSMC; ICBC; Mirle Automation Corporation; Wyse

92 TSMC; Wyse

93 Chang Hwa Bank; Powerchip Semiconductor Corporatoin; Chang Feng

94 TSMC
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3. The Development Fund’ s assistance to industrial development through equity investment
Initially, the Development Fund concentrated on investing in key industries such as petrochemicals and
semiconductors that were targeted for promotion in economic development plans. Subsequently, it focused
on investing in ten major emerging industries, including optoelectronics, communications, aerospace,
and biotechnology. In recent years, it has primarily invested in the biotechnology and digital content
industries in accordance with the Executive Yuan’s active efforts to promote the development of the “Two
Trillion and Twin Star” industries, and has drawn up the “Executive Yuan Development Fund Program
for Investing in the Biotechnology Industry” and the “Executive Yuan Development Fund Program for
Investing in the Digital Content and Cultural & Creative Industries” for carrying out this purpose. Also, to
match the implementation of the “Industrial Value Heightening Plan” under the “Challenge 2008 National
Development Plan”, it is currently investing actively in the semiconductor, image display, digital content,
and biotech industries (the “Two Trillion and Twin Star” industries) as well as broadband and wireless

communications and other high-value-added industries.

4. The Development Fund’ s assistance to VC industry development
Over the past two decades and more, government policy for promoting the VC industry has induced
the channeling of private capital into the startup stage of high-tech industries. Meanwhile, the Development
Fund provided seed capital for VC investment while the VC industry was in its development stage, helping
the industry feel its way forward through the tentative early stage of its establishment. Thus, the VC
industry has been able to develop smoothly and take on an important role in the history of Taiwan’s high-
tech industrial development. Over time, the concrete contributions of the Development Fund’s investment
in the VC industry have included as follows:
(1) Providing seed capital to help bring about the establishment and development of high-tech
industries.
(2) Helping invested high-tech enterprises with the provision of operations management support.
(3) Assisting successful invested high-tech enterprises to list on the stock market as a means of helping
them raise expansion capital while also promoting capital-market development.
(4) Attracting funds from other domestic developmental financial institutions for investment in high-
tech industries.
(5) Investing overseas as a means of bringing advanced-country technologies to domestically operated

high-tech enterprises.

5. The Development Fund’ s provision of loan financing to assist industrial development

For many years, the Development Fund has been providing various kinds of loan financing to promote

the upgrading of domestic industry. Its methods of doing so have included as follows:

(1) Providing funding for important enterprise projects, mergers, acquisitions or divisions that are
related to industrial upgrading or improvement of the industrial structure and that lack sufficient
capital.

(2) Providing loans in line with government industrial policies for assisting the sound development of
industry, such as the policy for revitalizing traditional industries.

(3) Allocating an appropriate percentage of funds to programs related to supporting and assisting the
development of small and medium-sized enterprises.

(4) Matching national sustainable development policy by providing loans for assisting industries
to conduct clean production, energy saving, reduction of greenhouse effect, and other relevant

projects.
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@ Significant Events in the

Development Fund’s History

The following table shows the dates of tenure of all chairpersons of the Development Fund and the

main government policies promoted during their chairmanship:

Government Policies Chairpersons Dates of Chairmanship

1975 - Supporting the petrochemical industry under the Li Kwoh-ting March 1973 ~ September 1977
implementation of the Ten Major Projects.

1979 - Creating domestic technology-intensive industries. Fei Hwa September 1977 ~ June 1978

1981 - Ministry of Economic Affairs’  development of Chang Chi-cheng June 1978 ~ December 1981
heavy automotive and diesel engine industries.

1983 - Encouraging the provision of technology in the creation Hsu Li-the December 1981 ~ June 1984
of domestic technology-intensive industries.

1984 - Stabilizing financial order. Lu Reng-kong June 1984 ~ August 1985

1986 - Investing in huge-scale integrated circuit factories. Robert Chien August 1985 ~ August 1988

1988 - Loans for strategic investment plans. Shirley Kuo August 1988 ~ June 1990

1991 - Aerospace industry development program. Wang Chien-shien June 1990 ~ November 1992
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1992 - Low-interest loans for pollution prevention equipment. Bai Pei-ying November 1992 ~ February 1993
1995 - Program for Strengthening the Development of Lin Chen-kuo February 1993 ~ June 1996
the Biotechnology Industry, and Guidelines for
Investing in High-Technology Industries.
1997 - Plan for Promoting the Development Paul Chiu June 1996 ~ May 2000
of Industry in Eastern Taiwan
2000 - Privatization of Government-Operated Enterprises. Shea Jia-dong May 2000 ~ October 2000
2000 - Establishment of the Plan for Strengthening Yen Ching-chang October 2000 ~ February 2002
Investment in the Venture Capital Industry.
2001 - Supplementation of Loans for High-Tech Industries. Lee Yung-san February 2002 ~ March 2002
2002 - Challenge 2008 National Development Plan. Lin Hsin-| March 2002 ~ May 2004
2004 - The Stage-by stage promotion and Implementation Lin Yi-Fu May 2004-February 2005
of Corporate Governance Strategy and Measures.
2005 - Implementation of the Plan for Promoting the Hu Sheng-Cheng February 2005 ~

Development of the Digital Content Industry.

The following details major events in the history of the Development Fund:

1

. January 1972: Article 76 of the Statute for the Encouragement of Investment clearly stipulates that

the Executive Yuan shall set up a development fund.

. March 1973: The Executive Yuan Development Fund is formally established with NT$400 million

from the sale of government-held stock in the Bank of Taiwan.

. February 1979: The “Economic Development Fund” is merged with the Development Fund with

effect from FY1980.

. June 1983: The Ministry of Finance invites government agencies, scholars, experts, and investment

bankers to form the “Ministry of Finance Deliberation Committee for Promotion of the Venture
Capital Industry” to formulate amendments to the “Regulations Governing Venture Capital

Investment Enterprises” and the “Program for the Promotion of the Venture Capital Industry.”

. July 1984: To encourage the private sector to engage in R&D activities as a means of improving the

structure of industrial products and enhancing Taiwan’s international competitiveness, the Ministry
of Economic Affairs draws up the “Regulations for Encouraging Private Enterprises to Conduct
Research and Development on New Industrial Products,” with funding to be allocated annually by

the Economics Ministry and the Development Fund.

. October 1985: In line with the “Program for Strengthening Financial Assistance to Small and

Medium Enterprises,” and to support the Taiwan Business Bank’s specialized function of providing
developmental financing for SMEs, the government launches the “First Fund of Low Interest Loans
for Small and Medium Enterprise Developmental Plans”, with the Development Fund providing
NT$2 billion of the NT$8 billion allocated for this purpose.

. December 1986: The Fund jointly invests with Philips Corporation of the Netherlands, Formosa

Plastics Corporation, Chinese-American Petroleum Company (CAPCO) and the Central Investment
Holding Company in setting up the Taiwan Semiconductor Manufacturing Corporation (TSMC).
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8. October 1988: Chiao Tung Bank is designated to carry out a mid- to long-term concessional lending
program of “Loans for Strategic Investment Plans”, with a total fund of NT$20 billion, including
NTS$5 billion provided by the Development Fund, targeted for priority utilization by investment
plans with guiding functionality and external effects.

9. December 1990: The implementation of the Statute for Encouraging Investment reaches full term,
and is replaced by Article 21 of the Statute for Upgrading Industries.

10. June 1991: In accordance with the Executive Yuan’s “Program for Accelerating Manufacturing
Industry Investment and Upgrading”, a fund of NT$2.5 billion is provided for the “Traditional
Industry Technological Upgrading Program”, aimed at encouraging traditional industries to
improve their production methods and raise the grade of their products.

11. September 1993: In line with government efforts to promote the development of high-tech and
key-component industries, the “Operational Guidelines for the Executive Yuan Development
Fund and Chiao Tung Bank to Invest in High-Tech Industries” are drawn up as a measure for the
implementation of the Economic Revitalization Program, with the Development Fund allocating
NT$8 billion for investment in the establishment of new technology companies or providing
increases of capital needed by existing companies for introducing new technologies or developing
new products.

12. August 1996: The sixth fund for “Concessional Loans for the Purchase of Automated Machinery
and Equipment” is launched with an increase to NT$40 billion, including NT$10 billion from the
Development Fund, with lending to be undertaken by 34 public and private banks, including Chiao
Tung Bank.

13. July 1998: Vanguard International Semiconductor Corporation implements a rights issue to raise
capital for expansion of its chip manufacturing facilities and install new equipment for the 0.25
micron manufacturing process. The Development Fund subscribes according to the percentage of
its shareholding and also subscribes to the shares not taken up by the Ministry of Economic Affairs.

14. October 1999: In line with the government policy of helping restore the productivity of
manufacturers affected by the 921 earthquake, an additional sum of NT$50 billion is allocated to
the 10th fund for concessional loans to assist the upgrading of SMEs.

15. March 2001: In line with the government’s economic policy of pepping up the business climate by
expanding domestic demand, the Fund draws up the “Executive Yuan Development Fund Plan for
Strengthening Investment to Revitalize the Business Climate”, allocating a fund of NT$20 billion
to stimulate private investment during an implementation period from 2001 to 2003.

16. March 2003: The “Executive Yuan Development Fund Plan for Strengthening Investment in
Venture Capital Enterprises” is amended to raise to 45% the upper limit of investment in the
“Biotechnology Venture Capital Seed Fund”, the “Digital Content Venture Capital Fund”, and
funds for encouraging the establishment of and nurturing newly emerging industries.

17. July 2005: The CEPD combines the Development Fund with the Sino-American Fund for
Economic and Social Development and, after soliciting the views of related agencies, applies
to the Executive Yuan for approval of the two funds’ merger into the “Executive Yuan National

Development Fund”



