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UNITED MICROELECTRONICS CORPORATION
UNAUDITED FINANCIAL STATEMENTS
WITH REVIEW REPORT OF INDEPENDENT ACCOUNTANTS
FOR THE THREE-MONTH PERIODS ENDED

MARCH 31, 2003 AND 2002

The reader is advised that these financial statements have been prepared originally in Chinese. In the event of a conflict between these financial
statements and the original Chinese version or difference in interpretation between the two versions, the Chinese language financial statements
shall prevail.
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REVIEW REPORT OF INDEPENDENT ACCOUNTANTS

English Translation of a Report Originally Issued in Chinese

To the Board of Directors and Shareholders of

United Microelectronics Corporation

We have reviewed the accompanying balance sheets of United Microelectronics Corporation as of March 31, 2003 and 2002, and the related
statements of income and cash flows for the three-month periods then ended. These financial statements are the responsibility of the Company s
management. Our responsibility is to issue a review report on these financial statements based on our reviews. As described in Note 4(6) to the
financial statements, certain long-term investments were accounted for under the equity method based on the financial statements of the
investees for the three-month periods ended March 31, 2003 and 2002, which were reviewed by other independent accountants. Our reviews
insofar as it relates to the investment income amounting to NT$27 million and NT$82 million for the three-month periods ended March 31, 2003
and 2002, respectively, and the related long-term investment balances of NT$4,316 million and NT$4,383 million as of March 31, 2003 and
2002, respectively, is based solely on the review reports of the other independent accountants.

We conducted our reviews in accordance with the Statements of Auditing Standards No. 36, Review of Financial Statements , of the Republic of
China . A review is limited primarily to applying analytical procedures to financial data and making inquiries of persons responsible for financial
and accounting matters. It is substantially less in scope than an audit conducted in accordance with auditing standards generally accepted in the
Republic of China and thus provides less assurance than an audit. We have not performed an audit and, accordingly, we do not express an audit
opinion.

Based on our reviews, we are not aware of any material modifications or adjustments that should be made to the financial statements referred to
above in order for them to be in conformity with accounting principles generally accepted in the Republic of China.

April 16, 2003
Taipei, Taiwan

Republic of China

Notice to Readers

The accompanying unaudited financial statements are intended only to present the financial position and results of operations and cash flows in
accordance with accounting principles and practices generally accepted in the Republic of China and not those of any other jurisdictions. The
standards, procedures and practices to review such financial statements are those generally accepted and applied in the Republic of China.
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UNITED MICROELECTRONICS CORPORATION

UNAUDITED BALANCE SHEETS

March 31, 2003 and 2002

(Expressed in Thousands of New Taiwan Dollars)

Assets

Current assets

Cash and cash equivalents
Marketable securities, net

Notes receivable

Notes receivable related parties
Accounts receivable, net
Accounts receivable related parties, net
Other receivables

Other receivables related parties
Inventories, net

Prepaid expenses

Deferred income tax assets

Total current assets

Funds and long-term investments

Long-term investments accounted for under the equity method
Long-term investments accounted for under the cost method

Total funds and long-term investments

Property, plant and equipment
Land

Buildings

Machinery and equipment
Transportation equipment
Furniture and fixtures

Leased assets

Leasehold improvements

Total Cost
Less: Accumulated depreciation
Plus: Construction in progress and prepayments

Property, plant and equipment, net

As of March 31,
Notes 2003 2002
2,4(1) $ 58,570,264 $ 60,812,323
2,4(2) 2,840,920 49,900
4(3) 99,233 98,623
5 72,653 97,557
2,44) 4,641,119 2,594,918
2,5 7,566,339 4,307,362
2 963,257 551,674
2,5 193,507 26,865
2,4(5) 8,147,585 6,532,628
459,754 600,754
2,4(16) 2,233,659 3,507,296
85,788,290 79,179,900
2,4(6)
45,215,567 39,539,277
15,496,828 18,099,517
60,712,395 57,638,794
2,4(7),5,6,7
1,618,731 1,639,376
12,312,057 11,806,322
234,222,275 202,577,053
64,667 50,855
1,996,393 1,369,770
47,783 47,783
44,930 49,530
250,306,836 217,540,689
(128,719,637) (96,270,582)
15,870,299 27,571,315
137,457,498 148,841,422




Edgar Filing: UNITED MICROELECTRONICS CORP - Form 6-K

Intangible assets
Patents

Total Intangible assets

Other assets

Assets leased to others
Idle assets

Deposits out

Deferred charges

Deferred income tax assets
Others

Total other assets

Total assets

Liabilities and Stockholders' Equity

Current liabilities

Accounts payable

Accounts payable related parties
Income tax payable

Accrued expenses

Other payables

Current portion of long-term interest-bearing liabilities

Other current liabilities

Total current liabilities

Long-term interest-bearing liabilities
Bonds payable
Long-term loans

Total long-term interest-bearing liabilities

Other liabilities

Accrued pension liabilities

Capacity deposits and other deposits
Deferred credits

Total other liabilities

Total liabilities

Capital

Common stock

Capital reserve

Premiums

Gain on disposal of property, plant and equipment

2 15,899 27,823
15,899 27,823
167,352 221,774
2 14,908 25,716
828,101 521,860
2 1,836,025 2,226,031
2,4(16) 5,781,488 4,507,851
122,651 495,975
8,750,525 7,999,207
$ 292,724,607 $ 293,687,146
As of March 31,

Notes 2003 2002
$ 2,557,064 $ 1,971,463
5 454,542 551,201
2 63,281 63,281
3,907,210 5,368,908
5,081,039 9,884,587
4(9),4(10),5 16,031,764 6,009,410
7 1,973,220 1,845,060
30,068,120 25,693,910
2,4(9) 34,890,352 38,476,440
4(10),5 7,868,940 13,155,198
42,759,292 51,631,638
2,4(11) 1,919,009 1,628,222
7 2,718 1,260,453
2 2,033,610 1,729,313
3,955,337 4,617,988
76,782,749 81,943,536

4(12)

154,748,456 133,356,954
41,729,589 41,729,589
170,473
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Change in equities of long-term investments
Excess from merger

Retained earnings

Legal reserve

Special reserve

Unappropriated earnings

Adjusting items in stockholders equity
Unrealized loss on long-term investments
Cumulative translation adjustment

Treasury stock

Total stockholders equity

Total liabilities and stockholders equity

23,060,047 23,098,719
17,152,454 17,152,454

4(14)
10,686,225 10,686,225
631,982 2,242,284
9,088,858 21,439,852
2 (10,957,875) (9,446,373)
2 707,643 (120,329)
2,4(13) (30,905,521) (28,566,238)

215,941,858 211,743,610

$ 292,724,607  $ 293,687,146

The accompanying notes are an integral part of the financial statement.
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UNITED MICROELECTRONICS CORPORATION

UNAUDITED STATEMENTS OF INCOME
For the three-month periods ended March 31, 2003 and 2002

(Expressed in Thousands of New Taiwan Dollars, Except for Earnings Per Share )

For the three-month

period ended March 31,

Notes 2003 2002
Operating revenues 2,5
Sales revenues $ 17,122,049 $ 11,436,524
Less : Sales returns and discounts (6,668) (71,500)
Net sales 17,115,381 11,365,024
Other operating revenues 783,255 793,816
Net operating revenues 17,898,636 12,158,840
Operating costs 4(15)
Cost of goods sold 5 (14,460,307) (10,909,718)
Other operating costs (697,150) (608,519)
Operating costs (15,157,457) (11,518,237)
Gross profit 2,741,179 640,603
Unrealized intercompany profit 2 (69,339) (38.,457)
Realized intercompany profit 2 68,558 71,419
Net 2,740,398 673,565
Operating expenses 4(15)
Selling expenses (265,654) (200,804)
General and administrative expenses (510,180) (933,220)
Research and development expenses (1,265,260) (1,991,394)
Subtotal (2,041,094) (3,125,418)
Operating income (loss) 699,304 (2,451,853)
Non-operating income
Interest revenue 270,725 364,629
Investment income accounted for under the equity method 2,4(6) 405,183
Gain on disposal of property, plant and equipment 2,5 50,591 1,548
Gain on disposal of investments 112,799 2,125,379
Exchange gain 2 68,954 69,886
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Wiritten back of allowance for inventories
Other income

Subtotal

Non-operating expenses

Interest expense

Investment loss accounted for under the equity method

Loss on disposal of property, plant and equipment

Loss on decline in market value and obsolescence of inventories
Depreciation and loss on idle assets

Other losses

Subtotal

Income before income taxes
Income tax expenses

Net income

Earnings per share-basic (in New Taiwan Dollars)
Income before income taxes

Net income

Earnings per share-diluted (in New Taiwan Dollars)
Income before income taxes

Net income

Pro forma information on earnings as if subsidiaries investment in the Company is

not treated as treasury stock
Net income

Earnings per share-basic (in New Taiwan Dollars)

Earnings per share-diluted (in New Taiwan Dollars)

The accompanying notes are an integral part of the financial statements.

2

4(7),5
2,4(6)

2,4(16)

2,4(17)

2,4(17)

2,4(17)

187,113
39,558 103,993
542,627 3,257,731
(290,268) (424,729)
(123,998)
(48,337) (4,849)
(305,140) (75,806)
(10,134) (16,673)
(59,722) (65,513)
(837,599) (587,570)
404,332 218,308
(1,645) (2,326)
402,687 215,982
0.03 0.01
0.03 0.01
0.03 0.01
0.03 0.01
402,687 215,982
0.03 0.01
0.03 0.01
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UNITED MICROELECTRONICS CORPORATION

UNAUDITED STATEMENTS OF CASH FLOWS
For the three-month periods ended March 31, 2003 and 2002

(Expressed in Thousands of New Taiwan Dollars)

For the three-month

period ended March 31,
2003 2002

Cash flows from operating activities:
Net income $ 402,687 $ 215982
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 8,845,036 8,066,199
Amortization 318,977 628,739
Bad debts expense 58,249 20,954
Loss on decline in market value and obsolescence of inventories (written back of allowance for
inventories) 305,140 (111,307)
Long-term investment loss (income) accounted for under the equity method 123,998 (405,183)
Gain on disposal of investments (112,799) (2,125,379)
(Gain) loss on disposal of property, plant and equipment (2,254) 3,301
Depreciation and loss on idle assets 10,134 16,673
Exchange gain on long-term loans (6,110) (131,732)
Changes in assets and liabilities:
Notes receivable (86,515) 19,512
Accounts receivable (3,040,989) 95,069
Other receivables 268,565 103,503
Inventories (760,447) (1,231,187)
Prepaid expenses 267,715 136,620
Accounts payable 350,065 171,120
Accrued expenses 516,473 (293,929)
Other current liabilities (13,038) (92,144)
Other payables 2,671,762
Compensation interest payable 19,861 19,881
Capacity deposit (1,070) (308,061)
Accrued pension liabilities (15,150) 119,259
Net cash provided by operating activities 7,448,528 7,589,652
Cash flows from investing activities:
(Increase) decrease in marketable securities, net (370,120) 1,048,270
Acquisition of long-term investments (4,861,576) (59,296)
Proceeds from disposal of long-term investments 386,163 2,228,014
Acquisition of property, plant and equipment (2,826,577) (4,569,125)
Proceeds from disposal of property, plant and equipment 149,526 42,109
Increase in deferred charges (92,088) (97,802)

3,157

(Increase) decrease in deposits-out, net (6,761)

12



Edgar Filing: UNITED MICROELECTRONICS CORP - Form 6-K

Net cash used in investing activities (7,621,433)

(1,404,673)

13
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UNITED MICROELECTRONICS CORPORATION

UNAUDITED STATEMENTS OF CASH FLOWS
For the three-month periods ended March 31, 2003 and 2002

(Expressed in Thousands of New Taiwan Dollars)

For the three-month

period ended March 31,

2003 2002
(continued)
Cash flows from financing activities:
Decrease in short-term loans, net $ (100,000) $
Repayment of long-term loans (1,858,217) (1,712,263)
Increase in deposits-in, net 20 709
Purchase of treasury stock (1,777,653) (2,178,288)
Net cash used in financing activities (3,735,850) (3,889,842)
Net (decrease) increase in cash and cash equivalents (3,908,755) 2,295,137
Cash and cash equivalents at beginning of period 62,479,019 58,517,186
Cash and cash equivalents at end of period $ 58,570,264 $ 60,812,323
Supplemental disclosures of cash flow information:
Cash paid for interest $ 86,365 $ 182,608
Cash paid for income taxes $ 20,128 $ 25,931
Investing activities partially paid by cash:
Acquisition of property, plant and equipment $ 891,708 $ 1,888,439
Add: Payable at beginning of period 7,015,908 9,893,511
Less: Payable at end of period (5,081,039) (7,212,825)
Cash paid for acquiring property, plant and equipment $ 2,826,577 $ 4,569,125

The accompanying notes are an integral part of the financial statements.
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UNITED MICROELECTRONICS CORPORATION
NOTES TO UNAUDITED FINANCIAL STATEMENTS
March 31, 2003 and 2002

(Expressed in Thousands of New Taiwan Dollars unless Otherwise Stated)

1. HISTORY AND ORGANIZATION

United Microelectronics Corporation ( United Microelectronics or the Company ) was incorporated in May 1980 and commenced operations in
April 1982. The Company s major business activity is providing dedicated semiconductor wafer foundry services. The Company provides a
variety of services to fit individual customer s needs, including intellectual property, embedded IC design, design verification, mask tooling,

wafer fabrication, and testing. The Company s common shares were publicly listed on the Taiwan Stock Exchange in July 1985 and its American
Depositary Shares ( ADSs ) were listed on the New York Stock Exchange in September 2000.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements were prepared in conformity with Guidelines Governing the Preparation of Financial Reports by Securities Issuers and
accounting principles generally accepted in the Republic of China. Summary of significant accounting policies is as follows:

Cash Equivalents

Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of cash and with maturity dates that do
not present significant risks on changes in value resulting from changes in interest rates.

Marketable Securities

Marketable securities are recorded at cost when acquired and are stated at the lower of aggregate cost or market value at the balance sheet date.
The market value of listed equity securities, convertible bonds or closed-end funds is determined by the average closing price during the last
month of the fiscal year. The market value for open-end funds is determined by their equity per unit at the balance sheet date. The amount by
which aggregate cost exceeds market value is reported as a loss in the current year. In subsequent periods, recoveries of market value are
recognized as a gain to the extent that the market value does not exceed the original aggregate cost of the investment.

Allowance for Doubtful Accounts

The allowance for doubtful accounts is provided based on management s judgment and on the evaluation of collectibility and aging analysis of
accounts and other receivables.

15
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Inventories

Inventories are recorded at cost when acquired and stated at the lower of aggregate cost, based on the weighted average method, or market value
at the balance sheet date. The market values of raw materials and supplies are determined on the basis of replacement cost while the work in
process and finished goods are determined by net realizable values. An allowance for loss on decline in market value and obsolescence is
provided, when necessary.

Long-term Investments

Long-term investments are recorded at cost when acquired. Investments acquired by contribution of technological know-how are credited to
deferred credits among affiliates, which will be amortized to income over a period of five years.

Investments in less than 20% owned listed and unlisted companies where significant influence on operational decisions of the investees does not
reside with the Company, are accounted for by the lower of aggregate cost or market value method and the cost method, respectively. The
market value is determined by the average closing price during the last month of the fiscal year and the unrealized loss resulting from the decline
in market value of investments that are held for long-term investment purposes is deducted from the stockholders equity. Impairment losses for
the investees will be recognized if an other than temporary impairment is evident.

Investment income or loss from investments in both listed and unlisted companies is accounted for under the equity method provided that the
Company owns at least 20% of the outstanding voting shares of the investees and has significant influence on operational decisions of the
investees. The difference of the acquisition cost and the underlying equity in the investee s net assets is amortized over five years.

Unrealized intercompany gains and losses are eliminated under the equity method. Profit from sales of depreciable assets between the investee
and the Company is amortized and recognized based on the assets economic service lives. Profit from other types of intercompany transactions
is recognized when realized. The increase in the Company s proportionate share in the net assets of its investee resulting from its subscription to
additional shares of stock, issued by such investee, at the rate not proportionate to its existing equity ownership in such investee, is credited to a
capital reserve account. Any decrease in the Company s proportionate share in the net assets of the investee is debited against the existing
balance of the similar capital reserve account, where the credit balance can only be offset to zero. If any excess amount exits, it will be debited
against unappropriated retained earnings.

17
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Property. Plant and Equipment

Property, plant and equipment are stated at cost. Interest incurred on loans used to finance the construction of property, plant and equipment is
capitalized and depreciated accordingly.

Depreciation is provided on the straight-line basis using the economic service lives of the assets less any salvage value. When the economic
service lives are completed, property, plant and equipment, which are still in use, are depreciated over the newly estimated remaining useful

lives of the salvage value. The economic service lives of the property, plant and equipment are as follows: buildings 20 to 55 years; leased assets
and leasehold improvements the lease period, or economic service lives, whichever is shorter; others 5 years.

Maintenance and repairs are charged to expense as incurred. Significant renewals and improvements are treated as capital expenditures and are
depreciated accordingly. When property, plant and equipment are disposed of, their original cost and accumulated depreciation are written off
and the related gain or loss is included as non-operating income or expenses. Idle assets are transferred to other assets according to the lower of
net book or net realizable value, with the difference charged to non-operating expenses. The corresponding depreciation expenses provided are
classified as non-operating expenses also.

Intangible Assets

Patents are stated at cost and amortized over their economic service lives using straight-line method.

Deferred Charges

Deferred charges are stated at cost and amortized on a straight-line basis as follows: intellectual property and technology license fee the term of
contract or economic lives of the related technology; software 3 years; and bonds issuance costs over the life of the bonds.

Convertible and Exchangeable Bonds

The excess of the stated redemption price over the par value is accrued as compensation interest payable over the redemption period, using the
effective interest method.

When convertible bondholders exercise their conversion rights, the book value of bonds is credited to common stock at an amount equal to the
par value of the common stock and the excess is credited to capital reserve; no gain or loss is recognized on bond conversion.

When exchangeable bondholders exercise their rights to exchange for the reference shares, the book value of bonds is to be offset with the book
value of the investment in reference shares and the related stockholder s equities accounts, with the difference recognized as gain or loss on

18
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Pension Plan

The Company has a funded defined benefit pension plan covering all regular employees and the pension fund is managed by an independently
administered pension fund association. The net pension cost is computed based on an actuarial valuation in accordance with the provision of the
Statements of Financial Accounting Standards of the Republic of China ( ROC SFAS ) No. 18, which requires consideration of pension cost
components such as service cost, interest cost, expected return on plan assets and amortization of net obligation at transition.

Treasury Stock

The Company adopted the ROC SFAS No. 30, which requires that treasury stock held by the Company itself be accounted for under the cost
method. Cost of treasury stock is shown as a deduction to stockholders equity, while gain or loss of selling treasury stock is treated as an
adjustment to capital reserves. The Company s stock held by its subsidiaries is also treated as treasury stock in United Microelectronic s account.

Revenue Recognition

Revenue is recognized when title and liability for risk of loss or damage to the products have been transferred to customers usually upon
shipment. Sales returns and discounts taking into consideration customers complaint and past experience are accrued in the same year of sales.
The connected cost is to be deducted from the cost of goods sold.

Capital Expenditures versus Operating Expenditures

An expenditure is treated as an asset when it is probable that future economic benefits associated with the expenditure will flow to the Company,
and the total amount exceeds certain level. Otherwise it is charged to expense as incurred.

Translation of Foreign Currency Transactions

The accounts of United Microelectronics are maintained in New Taiwan dollars, the functional currency. Transactions denominated in foreign
currencies are translated into New Taiwan dollars at the exchange rates prevailing on the transaction dates. Receivables, other monetary assets,
and liabilities denominated in foreign currencies are translated into New Taiwan dollars at the exchange rates prevailing at the balance sheet
date. Exchange gains or losses are included in the current year s results. The financial statements of foreign subsidiaries and investees are
translated into New Taiwan dollars using the spot rates as of each financial statement date for asset and liability accounts, average exchange
rates for profit and loss accounts and historical exchange rates for equity accounts. The cumulative translation effects for subsidiaries and
investees using functional currencies other than the New Taiwan dollars are included in the cumulative translation adjustment in stockholders
equity.
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Income Tax

The Company adopted the ROC SFAS No. 22 Accounting for Income Taxes for inter-period and intra-period income tax allocation. Provision
for income tax includes deferred tax resulting from temporary differences and investment tax credits. Deferred tax assets and liabilities are
recognized for the expected tax consequences of temporary differences between the tax bases of assets and liabilities and their reported amounts
in the financial statements using enacted tax rates and laws that will be in effect when the difference is expected to reverse. Valuation allowance
on deferred tax assets is provided to the extent that it is more likely than not that the tax benefits will not be realized.

Income taxes (10%) on unappropriated earnings generated from January 1, 1998 are recorded as expense in the year when the shareholders have
resolved that the earnings shall be retained.

According to the ROC SFAS No. 12, the Company recognized the tax benefit from the tax credit incurred at the year equipment acquired, or the
year the expenditure arises from research and development.

Earnings Per Share

Earnings per share is calculated according to the ROC SFAS No. 24. Basic earnings per share is computed by dividing net income (loss) by
weighted average number of shares outstanding during the year. Diluted earnings per share is calculated by taking basic earnings per share into
consideration plus additional common shares that would have been outstanding if the dilutive share equivalents had been issued. The net income
(loss) would also be adjusted for the interest derived from any underlying dilutive share equivalents. The weighted-average outstanding shares
are restated for stock dividends and bonus share issues.

3.  ACCOUNTING CHANGE

None.

10
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4. CONTENTS OF SIGNIFICANT ACCOUNTS

(1) CASH AND CASH EQUIVALENTS

Cash:

Cash on hand

Checking and savings accounts

Certificates of deposit (including credit-linked deposits)

Subtotal

Cash equivalents:
Commercial paper
Repurchase obligations

Subtotal

Total

Please refer to Note 10 for disclosures on risks of credit-linked deposits.

(2) MARKETABLE SECURITIES

Mutual funds
Convertible bonds

Subtotal
Less: Allowance for loss on decline in market value

Net

(3) NOTES RECEIVABLE

As of March 31,

2003 2002

$ 1,528 $ 1,645
1,350,962 12,698,223
49,328,461 35,780,388

50,680,951 48,480,256

2,403,957 2,444,366
5,485,356 9,887,701

7,889,313 12,332,067

$58,570,264 $ 60,812,323

As of March 31,
2003 2002
$ $ 10,000

2,840,920 39,900

2,840,920 49,900

$2,840,920 $ 49,900
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As of March 31,

2003 2002

$99,233  $98,623
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(4) ACCOUNTS RECEIVABLE. NET

Accounts receivable
Less: Allowance for sales returns and discounts
Less: Allowance for doubtful accounts

Net

(5) INVENTORIES. NET

Raw materials

Supplies and spare parts
Work in process
Finished goods

Subtotal

Less: Allowance for loss on decline in market value and obsolescence

Net

a. The insurance coverage for inventories was sufficient as of March 31, 2003 and 2002.

b. Inventories were not pledged.

As of March 31,

2003 2002

$4,709,947  $2,665,767
(11,357)
(57.471) (70,849)

$4,641,119 $2,594,918

As of March 31,

2003 2002

$ 192,651 $ 297,469
1,289,114 1,146,868
6,636,632 4,816,186

491,677 744,476

8,610,074 7,004,999
(462,489) (472,371)

$8,147,585  $6,532,628
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(6) LONG-TERM INVESTMENTS

a. Details of long-term investments are as follows:

(Equity securities refer to common shares unless otherwise stated)

As of March 31,
2003 2002
Percentage of Percentage of
Ownership or Ownership or
Invested Company Voting Rights Amount Voting Rights Amount

Investments accounted for under the equity method:
UMC Group (USA) 100.00 $ 469,865 100.00 $ 510,106
United Foundry Service, Inc. 100.00 92,596 100.00 89,627
United Microelectronics (Europe) B.V. 100.00 199,830
UMC Capital Corporation 100.00 1,022,326 100.00 345,766
United Microelectronics Corp. (Samoa) 100.00 4,929 100.00 17,479
Fortune Venture Capital Corporation 99.99 2,990,577 99.99 3,398,573
Hsun Chieh Investment Co., Ltd. 99.97 10,354,482 99.97 11,961,021
United Microdisplay Optronics Corp. 85.00 659,722
Pacific Venture Capital Co., Ltd. 49.99 307,407 49.99 352,392
UMCi Pte. Ltd. 49.74 7,014,331 49.82 7,401,929
UMC Japan 47.59 8,033,040 47.10 6,623,491
DuPont Photomasks Taiwan Ltd. 45.51 1,126,882 46.26 1,116,231
Unitech Capital Inc. 42.00 732,911
Novatek Microelectronics Corp. 25.93 1,298,692 26.70 1,081,296
Holtek Semiconductor Inc. 25.61 582,067 28.76 564,520
Integrated Technology Express Inc. 24.58 325,390 28.78 353,096
Unimicron Technology Corp. 23.81 3,063,883 24.20 2,934,283
Applied Component Technology Corp. 22.57 86,541 28.15 144,014
Faraday Technology Corp. 19.71 609,233 20.31 455,805
Integrated Telecom Express, Inc. 16.42 583,482 16.36 740,005
Silicon Integrated Systems Corp. (Note A) 16.18 5,601,339
AMIC Technology (Taiwan), Inc. 13.62 56,042 13.62 73,251
Archtek Telecom Corporation 13.24
Trecenti Technologies, Inc. 40.00 1,376,392
Broadmedia, Inc. 32.60

Subtotal 45,215,567 39,539,277

Note A:  The Company s investment in Silicon Integrated Systems Corp. ( SIS ) includes 14,030 thousand Global Depositary Shares, of which
each representing 10 common shares of SIS, and another 76,136 thousand shares of common stock.
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As of March 31,
2003 2002
Percentage of Percentage of
Ownership or Ownership or
Invested Company Voting Rights Amount Voting Rights Amount
Investments accounted for under the cost method or the lower of
cost or market value method:
Pacific United Technology, L.P. (Fund) 25.00 34,600 25.00 34,600
PixTech, Inc. 17.63 17.63 561,080
MediaTek Incorporation 13.13 1,206,670 14.27 1,259,866
AU Optronics Corp. (Note B) 11.37 6,759,855 18.86 8,318,624
Sino-Aerospace Investment Corp. 11.11 11.11 25,748
Pacific Technology Partners, L.P. (Fund) 9.85 238,628 9.85 146,301
Aptos Corp. 9.68 30,302 9.68 30,302
Vialta, Inc. 8.90 622,835 622,835
United Industrial Gases Co., Ltd. 8.44 146,250 8.52 146,250
TECO Nanotech Co., Ltd. 8.05 8.05 145,654
Subtron Technology Co., Ltd. 7.41 240,000 7.41 240,000
Industrial Bank of Taiwan Corp. 5.00 1,150,000 5.00 1,150,000
TECO Electric & Machinery Co., Ltd. 4.02 1,535,099 3.94 1,535,298
Billionton Systems Inc. 3.93 30,948
Mega Financial Holding Company 0.83 3,108,655 3.07 3,108,655
Premier Image Technology Corporation 0.64 27,964 0.70 27,964
SAMPO Corporation 0.50 65,022 2.94 442,590
National Venture Capital Corp. 11.09 60,000
Taiwan High Speed Rail Corporation (Preferred shares) 300,000
Tonbu, Inc. (Preferred shares) 243,750
Subtotal 15,496,828 18,099,517
Total $ 60,712,395 $ 57,638,794

Note B:  Among the shares held by the Company in AU Optronics Corp., approximately 139,770 thousand shares with the book value of
NT$2,075 million were utilized as reference shares for the Company s zero coupon exchangeable bonds issued in May 2002.

b. Investment loss or income accounted for under the equity method, which was based on the reviewed financial statements of the investees,
were NT$124 million and NT$405 million for the three-month periods ended March 31, 2003 and 2002, respectively. Among which,
investment income amounting to NT$27 million and NT$82 million for the three-month periods ended March 31, 2003 and 2002,
respectively, and the related long-term investment balances of NT$4,316 million and NT$4,383 million as of March 31, 2003 and 2002,
respectively, were determined based on the investees financial statements reviewed by other independent accountants.

c. The long-term equity investments were not pledged.
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(7) PROPERTY. PLANT AND EQUIPMENT

a. Total interest expense before capitalization amounted to NT$431 million and NT$536 million for the three-month periods ended March
31, 2003 and 2002, respectively.

b. Details of capitalized interest are as follows:

For the three-month period ended

March 31,
2003 2002
Machinery and equipment $ 137,297 $ 111,060
Other property, plant and equipment 3,178 701
Total interest capitalized $ 140,475 $ 111,761
Interest rates applied 3.30~3.39% 3.46%~3.83%

c. The insurance coverage for property, plant and equipment was sufficient as of March 31, 2003 and 2002.

d. Please refer to Note 6 for property, plant and equipment pledged as collateral.

(8) SHORT-TERM LOANS

The Company s unused short-term lines of credits amounted to NT$15,468 million and NT$16,796 million as of March 31, 2003 and 2002,
respectively.

(9) BONDS PAYABLE
As of March 31,
2003 2002
Secured domestic bonds payable $ 2,850,001 $ 3,990,000
Unsecured domestic bonds payable 25,000,000 25,000,000
Euro convertible bonds payable 10,526,544 10,602,144
Exchangeable bonds payable 8,180,350

Compensation interest payable 103,253 24,296
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Subtotal 46,660,148 39,616,440
Less: Current portion (11,769,796) (1,140,000)
Net $ 34,890,352 $ 38,476,440

a. On April 27, 2000, the Company issued five-year secured bonds amounting to NT$3,990 million with stated interest rate of 5.6%. The
bonds are repayable in installments every six months from April 27, 2002 to April 27, 2005.
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b.  During the period from April 16 to April 27, 2001, the Company issued five-year and seven-year unsecured bonds totaling NT$15,000
million, with face value of NT$7,500 million, and stated interest rates of 5.1850% through 5.1195% and 5.2850% through 5.2170%,
respectively. The five-year bonds and seven-year bonds are repayable starting from April 2004 to April 2006 and April 2006 to April
2008, respectively, both in three yearly installments at the rates of 30%, 30% and 40%.

c.  During the period from October 2 to October 15, 2001, the Company issued three-year and five-year unsecured bonds totaling NT$10,000
million, each with face value of NT$5,000 million, and with stated interest rates of 3.3912% through 3.420% and 3.4896% through
3.520%, respectively. The three-year bonds and five-year bonds are repayable in October 2004 and October 2006, respectively, upon the
maturity of the bonds.

d.  On December 12, 2001, the Company issued zero coupon convertible bonds amounting to US$302.4 million on the Luxembourg Stock
Exchange ( LSE ). The terms and conditions of the bonds are as follows:

(a) Final Redemption

Unless previously redeemed, repurchased, cancelled or converted, the bonds will be redeemed at 101.675% of their principal amount on March
1, 2004.

(b) Redemption at the Option of the Company

The Company may redeem all, but not some only, of the bonds, subject to giving no less than 30 nor more than 60 days advance notice, at the
early redemption amount, provided that:

i On or at any time after June 13, 2003, the closing price of the ADSs on the New York Stock Exchange or other applicable
securities exchange on which the ADSs are listed on any ADS trading day for 20 out of 30 consecutive ADS trading days
ending at any time within the period of five ADS trading days prior to the date of the redemption notice shall have been at least
130% of the conversion price or last adjusted conversion price, as the case may be, on each such day, or

ii.  Atany time prior to maturity at least 90% in principal amount of the bonds have already been redeemed, repurchased,
cancelled or converted.

(c) Conversion Period

i In respect of the Shares, on or after January 22, 2002 up to and including February 20, 2004 or

ii.  Inrespect of the ADSs, on or after the later of January 22, 2002 and the date on which the shelf registration statement covering
resales of certain ADSs issuable upon conversion of the bonds has been declared effective by the US SEC, up to and including
February 20, 2004.
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(d) Conversion Price

The conversion price

1. In respect of the Shares, will be NT$69.60 per Share, and

ii.  Inrespect of the ADSs, will be US$10.098 per ADS.

The applicable conversion price will be subject to adjustment for, among other things, subdivision or consolidation of Shares, including Shares
represented by ADSs, bonus issues, right issues, distributions of cash and stock dividends and other dilutive events.

e.  On May 10, 2002, the Company issued LSE listed zero coupon exchangeable bonds exchangeable for common shares or ADSs of AU
Optronics Corp. ( AU ) with an aggregate principal amount of US$235 million. The terms and conditions of the bonds are as follows:

(a) Final Redemption

Unless previously redeemed, exchanged or purchased and cancelled, the bonds will be redeemed at their principal amounts in US dollars on
May 10, 2007.

(b) Redemption at the Option of the Company

The Company may redeem the bonds, in whole or in part, in principal amount thereof, on or after August 10, 2002 and prior to May 10, 2007 at
their principal amount, if the market price of the AU common shares, translated into US dollars at the prevailing exchange rate, for a period of
20 consecutive trading days, the last of which occurs not more than 10 days prior to the date upon which notice of such redemption is published,
is at least 120% of the exchange price then in effect translated into US dollars at the rate of NT$34.645=US$1.00.

The Company may also redeem the bonds, in whole, but not in part, at their principal amount if at least 90% in principal amount of the bonds
has already been exchanged, redeemed or purchased and cancelled.

() Redemption at the Option of Bondholders

The Company will, at the option of the holders, redeem such bonds on February 10, 2005 at its principal amount.

(d) Tax Redemption

The Company may redeem all, but not part, of the bonds, at any time at their principal amount in US dollars, in the event of certain changes in
the ROC s tax rules which would require the Company to gross up for payments of principal, or to gross up for payments of interest or premium,
if any, at a rate exceeding 20%.
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(e) Exchange

Subject to prior permitted redemption and as otherwise provided in the offering, the bonds are exchangeable at any time on or after June 19,
2002 and prior to April 10, 2007, into AU shares or AU ADSs at an exchange price of NT$58.25 per share, determined on the basis of a fixed
exchange rate of NT$34.645=US$1.00; provided however, that if the exercise date falls within five business days from the beginning of, and
during, any closed period, the right of the exchanging holder of the bonds to vote with respect to the shares it receives will be subject to certain
restriction.

The exchange price will be subject to adjustment upon the occurrence of certain events including free distribution of AU common shares by AU;
subdivision, consolidation or reclassification of AU common shares, distribution of stock di