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Please read following notice before using this report:

Readers are advised that the original version of the repots financial is in Chinese. If
there is any conflict between these financial statements and the Chinese version or
any difference in the interpretation of the two versions, the Chinese-language report
shall prevail.

In addition, certain of our financial information has been published in accordance
with requirements of the Republic of China Securities and Futures Commission and
is presented in conformity with accounting principles generally accepted in the
Republic of China. Readers should be cautioned that these accounting principles
differ in many material respects from accounting principles generally accepted in
other countries.

The materials and information provided on this report have been issued by Sunplus
and are posted solely for informational purposes and is not an offer to buy or sell or
a solicitation of an offer to buy or sell any securities issued by us or otherwise.



|. Letter to Shareholders

Dear Shareholders,

Sunplus was on the way of recovery from recession in 2005. Although our revenue reached NT$18.78 billion in
2005, which slightly declined compared with the revenue NT18.94 billion in 2004, the gross margin increased to
36.76% in the forth quarter when it was only 25.38% in the first quarter by the continuous effort of developing
new productsto lift gross margin. The average gross margin 32.58% of 2005 is even higher than 31.38% of the
previous year. The R&D expense reached NT$2.46 billion as 13.12% of total revenue in 2005; the administration

expense was NT$1.73 billion; as a result, the operating income reached NT$2.58 billion in 2005.

In terms of non-operating gain (loss), our affiliated investments in Giantplus Technology recorded profit growth,
while Waveplus Technology and Sunext Technology still had deficits. According to equity method, Sunplus
recognized along-term investment loss of NT$171 million in 2005. Besides, the inventory loss was NT$225
million in 2005. Summing up with other expenses like interests, the net non-operating expenses totaled NT$403
million. In terms of our non-operating income, the foreign exchange earned NT$58 million in 2005. Summing up
with the disposal of both long-term and short-term investments, dividend income, and interest revenue, our net
non-operating income was about NT$197 million. As the result, the profit before tax reached 2.38 hillion, and the

profit after tax totaled 2.4 billion.

Concerning products development, the Companyés revenue was mainly contributed by three product line,
including multimedia |Cs, micro-controller, and LCD ICs. The segment of multimedialCsinvolves DVD/VCD
player, digital still camera, mobile phone processor, and digital TV controller. In the last year, we also successfully
launched PHS base band |1Cs and enter mobile communication market. Besides, Sunplus merged the 3G team of
information & communication research lab, ITRI, and started to develop 3G cell-phone ICs. The division of
micro-controller includes TV game, electronic learning aids. Most importantly, Sunplus took the lead in
announcing the first 32-bit processor core S*core® with Sunplus-owned instruction set architecture. We not only
authorized the academy to promote S*core®, but actively conducted it to the application of high-end interactive TV
game. Thedivision of LCD ICsinvolvesall kinds of applications both in middle size and small size. Especialy,
we obtain aleading position in LTPS TFT LCD technology. All the product lines will launch new products to bring

more growth energy for our business.

In terms of organization, Sunplus reorganized by altering functional unit system to product unit system in the end
of 2005, and completed the spin-off of LCD IC business unit approved by the Shareholderst Board Meeting. The
new organization is divided by product applications into four business units, which are home entertainment,
personal entertainment, controller& PC peripherals, and advanced business units. We hope the operation under the
new organization system would be more competitive and effective. The total employees were 1129 persons by the
end of 2005 with year growth 12%. Among all the employees, 75% were R&D staff, and we are still expanding

their scale. By the end of this year, the amount of our human resources is expected to reach 1300 persons.



A review of our marketing and sales data indicated that 63.5% of 2005 sales revenue came from our top ten
customers, with sales evenly distributed amongst these customers. In 2005, our major markets are Taiwan and
Hong Kong, while the end-product markets are still North America and Europe. Mainland Chinais also ahigh
growth market due to inner demands increasing constantly. Moreover, because the proportion of multimedia
consumer products to total product shipments is getting higher, Japan and other devel oping countries are also very

important potential markets for end-products.

Referring to production, the Company has had along-term and strategic cooperative relationship with the
worldwide leading foundries. We actively improve the gross margin by increasing advanced production process to
enhance the extra-value of products and lower the cost. In 2005, over 80% of our total products were the use of
8-inch wafers. The mainstream production processes in 2005 were below or equal to 0.18em, which made up to
49% of our total production. Thisindicated that our products are oriented towards more precise and highly
integrated. In this year, we will conduct 90-nanometer process due to the demands for high-end production
increasing. In terms of in-house wafer testing, the capacity reached 18,000 pieces 8-inch wafer per month. We a so
keep afine cooperative relationship with | C testing vendors to ensure sufficient production capacity during the

peak season. Regarding to packaging and final testing, the Company holds a consistent outsourcing policy.

Please refer to page31-37 of the 2005 annual report for our sales report/analysis, long-term business policy/strategy,

external competition, legislation, and overall economy.

Since the Company continuously investsin R&D to develop new products/markets and additionally, the benefit of
new organization is expected to reveal, we are very optimistic for the operation of this year. We would like to thank
all of our shareholders for your support and encouragement with better profits.

All the best,

Chairman & CEO, Chou-Chye Huang



I1. Brief Introduction to Sunplus

2.1 Company Profile

Sunplus was established in August 1990.

The major events & achievement are listed belowe

A Aug.1990 Sunplus Technology was founded.

A May.1992 Obtained approval from the SIPA to set up company in Science Park.

A Oct.1992 Company moved into Science Park.

A Sep.1993 Company started in-house wafer circuit probe testing.

A Jun.1995 100% stock dividends rose from NT$198 million to NT$396 million.

A Dec.1995 Contracted for building the factory located in 19, Innovation First Road, Hsinchu Science Park and
started the construction.

A Apr.1996 Evaluated as 0The most productive IC design company fi by Hsinchu SIPA.

A Jan.1997 Grand opening of Sunplus building with 10Kpcs 60Wafer/Month in-house wafer circuit probe testing
capability.

A Sep.1997 Sunplus Technology was PO on the Over-The-Counter stock market

A Jan.2000 Sunplus was listed on the main board of the Taiwan Stock Exchange (TSE).

A Jun.2000 Received certificate of 1SO 9001 Quality Assessment by RWTUV.

A Sep.2000 Company reorganized, set Consumer and Multimedia Business Units for companyts long-term
development and the broad meeting appointed Mr. Yang Chen Chen as the president.

A Dec.2000 Sunplus received the Distinguished Achieved Award from the Hsinchu SIPA for its outstanding
achievement in technology research and devel opment.

A Mar.2001 Sunplus successfully launched its Global Depositary Receipts on the London Stock Exchange.

A Dec.2001 Completed the Grandtech merger and announced the companyds reorganization.

A Feb.2002 Launched the ERP system successfully to enhance companyds operating efficiency and competence.

A Jan.2002 Established a sub-company at Shanghai, Chinato provide better service to customersin Mainland.

A Jun.2002 Purchased a new office building (B-building) at Science Park.

A Jul.2002 Sponsored the new Innovation Park and Parking Lot at Science Park, Hsinchu.

A Feb.2003 32-bit core IP licensed from MIPS Technology for next-generation consumer el ectronic products.

A Apr.2003 Completed acquisition of Oak Optical Storage Business and spin-off anew venture, Sunext
Technology.

A May.2003 Licensed MPEG-4 video compression technology from DivXNetworks to create DivX certified IC
solution for consumer electronic products.

A Jun.2003 Announced reorganization by atering the Product Business Unit Systems to Functional Business Unit
Systems including IC Design Unit, System Application Unit, Sales & Marketing Unit and Operation
Unit.

A Jul.2003 Licensed PanelLink DV core IPfrom Silicon Image to develop dua-mode LCD controller solutions.

A Aug.2003 Aligned to joint-develop System-on-the-chips (SoC) solutions and deliver broad portfolio of digital

media solutions with Silicon Image.



A Aug.2003 Established a new milestone for monthly sales over NT$1 billion.

A Dec.2003 Won dlnnovation Product Award 20030 and iR&D Performance Award 20030 from Hsinchu SIPA

A Dec.2003 The net sales for 2003 added up to NT11.1 billion as landmark.

A Sep.2004 Received certificate of 1SO 14000 Quality Assessment.

A Dec.2004 MFP SoC with 4800dpi super high photo image quality won ¢Innovation Product Award 20046 from
Hsinchu SIPA.

A Dec.2004 Won 0R&D Performance Award 20040 from Hsinchu SIPA.

A Jun.2005 Announced the first 32-bit processor core S*core® with Sunplus-owned instruction set architecture

A Jun.2005 Launched USB2.0-to-Serial ATA bridge solution.

A Aug.2005 Announced the joint-devel opment of the next-generation of optical mouse solution with Agilent
Technol ogy.

A Aug.2005 Applied MPEG-4 image controlling technology to the first IP cam with resolution up to 1M pixel in
the worldwide.

A Aug.2005 Completed the merger with the 3G team of information & communication research lab ITRI and
started the development of 3G cellular communication ICs.

A Sep.2005 Established a new milestone of monthly sales up to NT$1.899 hillion as record high.

A Oct.2005 Mass production of the PHS mobile baseband processor.

A Nov.2005 Sunplus announced the first DVD ICs certificated by DivX Ultrain the worldwide.

A Dec.2005 Announced reorganization by altering the Functional Business Unit System to Product Business Unit
System and the spin-off the LCD |C business; the new organization is divided into four business
units, including Home Entertainment, Personal Entertainment, Controller & Peripheral, and
Advanced.

A Jan.2006 Annual sales added up to 18.78 hillion.

A Mar.2006 The spin-off the LCD IC businessinto its subsidiary Orise Technology Co., Ltd officially.



2.2 Organization
2.2.1 Organization System
A. Organization Chart

Shareholdersi Meeting

Supervisors

Board of Directors

Auditor Chairman Chairman Office
CTO Office CTO CEO CEO Office
Personal Entertainment Advanced Controller & Peripheral Home Entertainment

Business Unit

Business Unit

Business Unit

Business Unit

Legal & IP Division

Administration Division

Operation Division

Financial & Account
Division




B. Department Function Description

Chairman Office

(1)Planning companysis strategic alliance
(2)Planning and executing investment plan
(3)Arranging Board meeting

CEO Office

(1)Establishing companyis operational policy, strategies, and goals
(2)Auditing and improving the operation performance
(3)Communicating with investor/ public and press

(4)Executing and managing the strategic alliance worldwide
(5)Planning companyis business plans and strategic investments

CTO Office

(1)Planning companyis technologic strategies

Internal Auditor

(1)Executing internal routine auditing plan
(2)Routine audit of subsidiaries

(3)Case Auditing

(4)Re-certification audit of self-examination
(5)Establishment of internal control system

Personal Entertainment
BU

(1)Developing competitive integrated circuit product
(2) In charge of all sales channels
(3) Marketing and developing business worldwide

Home Entertainment BU

(1)Developing world-class audio and video solution
(2) In charge of all sales channels
(3) Marketing and developing business worldwide

Controller & Peripheral
BU

(1)Developing total solution for PC peripherals
(2) In charge of all sales channels
(3) Marketing and developing business worldwide

Advanced BU

(1)Developing 3G mobile phone solution
(2) In charge of all sales channels
(3) Marketing and developing business worldwide

Operation Division

(1) Product testing and testing engineering software & hardware facilities
development

(2) Production& material control, managing import/export affairs

(3) Developing and follow-up Quality Assurance System

Administration Division

(1) General services

(2) Human resources management

(3)Establishing, integrating, and managing information service, and promoting
employeesi productivity

(4)Assisting corporation in the automating and reengineering of business
process, and promoting competitiveness

(5)Providing strategy management to support the growth and transformation
of corporation

Finance & Accounting
Division

(1) Finance, accounting operation and capital, assets management
(2) Arranging annual shareholders meeting

Legal & IP Division

Law and IP management, including contract review, consulting, lawsuits, IP
strategy, management of patent, trademark and technology information




2.2.2 Directorsand Supervisors

Date Initial Share holding Current_ Spouseg M_inor
Title Name Iilecteo:‘/ Date When Elected Shareholding Shareholding Education [Position currently held with other companyY Notely
g:‘:‘?coe elected Amount % Amount % | Amount | %
Chairman |Chou-Chye 2003.5.06 1990.7.09 126,023,083 18.13 160,058,422| 16.85 3,945,962 0.42|M.S. Electrical [chairman of Sunplus Technology Co. Ltd., Russell Holdings, Techplus Capital
Huang / 3 years Engineering  [Niue INC., Techplus Capital(Samoa) INC., Ventureplus Group INC., Ventureplus
National Mauritius INC., Ventrueplus Cayman INC., Shanghai Sunplus Technology,
Tsing Hua Sunplus HK Technology, Sunplus Venture Capital, Lin Shih Investment, Weiying
University Investment, Sunplus Management Consulting, Giantplus Holding,
Giantplus(Samoa)Holding, Kunshan Giantplus, Waveplus Technology,
Waveplus Holding, Generalplus International(Samoa), Generalplus(Mauritius),
Linco Technology (Shenzhen), Sunext Optoelectronics Technology (Shanghai) Co.
Ltd., Sunext Design, Great Sun, Sunext(Mauritius), Orise Technology Co. Ltd.
Director of Jet Focus Limited, Goldkey Technology, Ritek Corp., SimpleAct
Incorporated, Taiwan NapoElectro-Optical, Minton, Avl Technologies, Hsinchu
Golf Club, Spring Foundation of NCTU, Li Shin Hospital Research Foundation,
Pan Wen Yuan Foundation, Grand Plan Development Co. Ltd.
President of Giantplus, Generalplus, Orise Technology Co. Ltd.
Supervisor of NCTU Spring Venture Capital
Director & |YarndChen 2003.5.06 |1990.7.09 25,511,377 3.67 32,673,433 3.44 5,473,621 0.58|M.S. Director& CTO& BU President of Sunplus Technology Co. Ltd.
President |Chen / 3years Computer & [Director of Jet Focus Limited, Shanghai Sunplus Technology, Sunplus Venture
Electrical Capital, Lin Shih Investment, Weiying Investment, Sunplus Management
Engineering  |consulting, Waveplus Technology, Generalplus Technology, Linco Technology
University of |(shenzhen), Sunext Technology, Sunext Optoelectronics Technology (Shanghai)
California Co. Ltd., Sunext Design, Goldkey Technology, Global View Technology,
Santa Barbara |Ability Enterprise Co., Ltd.
Director [Bing-Huang ]2003.5.06 [1990.7.09 18,845,417 271 15,503,360 1.63 3,381,104 0.36|M.S. Electrical
Shih /3 years Engineering Director of Sunplus Technology Co. Ltd., Sunplus Venture Capital, Lin Shih
National Investment, Weiying Investment, Sunplus Management Consulting, Shanghai
Taiwan Sunplus Technology, Beijing Golden Global View Technology, Global View
University Technology, Orise Technology Co. Ltd.




Date Initial Share holding Current_ Spouser M_inor N _
Title Name Elected/ Date When Elected Shareholding Shareholding Education Position currently held with other
term of | elected Amount | % | Amount | % | Amount | % company
office
Director Hou-Shien Chu 2003.5.06 1994.9.28 7,466,531 1.07| 8,065,677 0.85 1,735,140 0.18|M.S. Application Director of Sunplus Technology Co. Ltd., Sunplus
/3 years Physics National Tsing VC, Giantplus Technology, Gerenalplus Technology
Hua University
Director Chwei Jing Yhe 2003.5.06 2000.5.31 3,946,350 0.57 5,012,149 0.53 - -IM.S. Steven Institute of [chairman of Chungyuan Investments, Chungfu
(Ritek Corp. /3 years Technology Investments, Chungyuan Venture Capital &
Representative of Investment International., Kuo Fu Development
Legal Entity) Venture , Ritek Display
Director of U-Tech Media Co., Giantplus
Technology, Sunplus Technology Co. Ltd.,
Gigastorage Co., Prorit Corporation
Supervisor of China Television Co.
Supervisor |Feng, Chu-Chien |2003.5.06 1990.7.09 | 24,987,831 3.6| 24,774,377 2.61 - -|B.S. EE of National Chairman& President of Global View
(Global View /3 years ChiaO—Tung University Director of HK Global View, Kunshan Global View,
Technology Co., Ltd. Radiant Innovation Inc. Beijing Golden Global View,
Representative of Giantplus Technology, Global View
Legal Entity) Holding(Samoa), Global View Holding(BVI),
Supervisor of Sunplus Technology Co. Ltd.,
Giantplus Technology, Waveplus Technology
Supervisor |Liang-Chung 2003.5.06 2000.5.31 30,000 - 50,000 0.01 - -|1B.A. Accounting
Chang / 3 years Fu-Jen Unversity

Notel: Please refer to the investment lists about full names of other companies

Note2: None of the Companyis shareholders and supervisors holds shares by using another personis name
Note3: None of the Companyis shareholders and supervisors is first-or-second degree relative to other superiors, directors, or supervisors

10




2.2.3 Information about Directors and Supervisors

As of March 31. 2006

With over 5 years
of experience in

Independent status(Notel)

Note (Note2)

criteria| business, law
Name affairs, finance, or
areasrequiredby | 1 | 2 | 3 | 4 | 5| 6 | 7
the company
Chou-Chye Huang V V|V V|V
YarndChen Chen V V|V VIV
Bing-Huang Shih V V|V V|V
Hou-Shien Chu V V|V V|V
Chwei Jing Yhe V V|V V
(Ritek Corp.
Representative of
Legal Entity)
Feng, Chu-Chien vV V|V V
(Global View
Technology Co., Ltd.
Representative of
Legal Entity)
Liang-Chung V ViV|V|V|V|V|V
Chang

Notel:0Vdindicates shareholders or supervisors meeting specified criteria

(1) Neither an employee of the Company nor a director, supervisor or employee of affiliated
companies; the person concurrently acting as a shareholder or supervisor is not to apply

(2) Neither a natural person shareholder directly or indirectly owning more than 1% Companyis
outstanding shares nor one of the Companyis top10 natural person shareholders

(3) Neither a spouse nor the first-or-second degree relative to any person specified in prior two items

(4) Neither a shareholder, supervisor, or employee of a juridical person shareholder directly or
indirectly owning more than 5% of the Companyis outstanding shares nor one of the Companyis

top 5 juridical person shareholders

(5) Neither a director, supervisor, manager of certain companies or institutions that have financial or
business relationship with Company nor a shareholder holding more than 5% of the Companyis
outstanding shares

(6) In the past year, the director, supervisor, manager or his/her spouse did not provide finance,
commerce, legal consultation and services to the Company as an expert, nor was an owner,
partner, director, supervisor, manager of any sole proprietorship, partnership, company or
institution that provide such services

(7) Neither a juridical person nor its representative as defined in Article 27 of Company Law

Note2: The director or supervisor of Company who concurrently acts as a director or supervisor of
other companies should disclose the details

11



2.2.4 Major Shareholders of Institution Shareholders

Asof April 11, 2006

Institution
Shareholders

Major shareholders or Institution shareholders holding more than 10b of shares

Global View
Technology Co., Ltd.

Sunplus Technology Co,Ltd., Meng-Hui Lin, Chih-Yuan Chou, HSBC Securities Asia Nominees Ltd, Chu-Chien Feng, Kun-Ting Huang,
Hsin-Fei Ma, Lin Hua Laio, ING Asia Private Bank Ltd0, Yun-Lung Huang

Ritek Corporation

Platinum Asset Management Limited in its capacity as Responsible Entity for the Platinum Asia Fund, The Northern Trust Company as
trustee for Sanford C. Bemstein & Co. Delaware Business Trust-Emerging Markets Value Series, California Public Employees’
Retirement System, JPMorgan Chase Bank, N.A.,Taipei Branch in Custody for T.Rowe Price Emerging Markets Stock Fund,

Managed by T.Rowe Price International.Inc., Yeh, Chwei-Jing, GIC-Government of Singapore Investment Corporation PtelLtd,
Representative for Citibank Taipei Branch trusted Kai-Chi Financial Asian Co., Ltd. Customers, JPMorgan Chase Bank, N.A., Taipei
Branch in Custody for T.Rowe Price International,Inc.in Management for Emerging Markets Equity Trust, Chung-Fu Investments Ltd.,
Chung-Fu Investments Ltd.; HSBC Taipei Branch trusted investment accounts for Swiss Creidt Loans Invesmtnet Service® CamonE
Company

2.2.5 Major Shareholders of Institution Shareholders

Institution
Shareholders

Major Shareholders

Chungfu Investment
Co., Ltd.

Ritek Corp.

12




2.2.6 Management

As of March 31, 2006

Title

Name

Date
Effective

Current
Shareholding

Spouser Minor
Shareholding

Amount

%

Amount

%

Education

Position currently held with other company

CEO

Chou-Chye
Huang

94.12.01

160,058,422

16.85

3,945,962

0.42%

M.S. Electrical
Engineering
Nationa Tsing Hua
University

Chairman of Sunplus Technology Co. Ltd., Russell Holdings, Techplus Capital Niue INC.,
Techplus Capital(Samoa) INC., Ventureplus Group INC., Ventureplus Mauritius INC.,
Ventrueplus Cayman INC., Shanghai Sunplus Technology, Sunplus HK Technology, Sunplus
Venture Capital, Lin Shih Investment, Weiying Investment, Sunplus Management Consulting,
Giantplus Holding, Giantplus(Samoa)Holding, Kunshan Giantplus, Waveplus Technology,
Waveplus Holding, Generalplus International(Samoa), Generalplus(Mauritius), Linco Technology
(Shenzhen), Sunext Optoelectronics Technology (Shanghai) Co. Ltd., Sunext Design, Great Sun,
Sunext(Mauritius), Orise Technology Co. Ltd.

Director of Jet Focus Limited, Goldkey Technology, Ritek Corp., SimpleAct Incorporated, Taiwan
NapoElectro-Optical, Minton, Avl Technologies, Hsinchu Golf Club, Spring Foundation of NCTU,
Li Shin Hospital research foundation, Pan Wen Yuan Foundation, Grand Plan Development Co.
Ltd.

President of Giantplus, Generalplus, Orise Technology Co. Ltd.

Supervisor of NCTU Spring Venture Capital

CTO&BU
President

YarndChen
Chen

89.09.01

32,673,433

3.44%

5,473,621

0.58%

M.S. Computer &
Electrical Engineering
University of
California Santa
Barbara

Director& CTO& BU President of Sunplus Technology Co. Ltd.

Director of Jet Focus Limited, Shanghai Sunplus Technology, Sunplus Venture Capital, Lin Shih
Investment, Weiying Investment, Sunplus Management Consulting, Waveplus Technology,
Generalplus Technology, Linco Technology (Shenzhen), Sunext Technology, Sunext
Optoelectronics Technology (Shanghai) Co. Ltd., Sunext Design, Goldkey Technology, Global
View Technology, Ability Enterprise Co., Ltd.

13




Current

Spouser
Minor

Date i
Title Name . Shareholding Shareholding Education Position currently held with other company
Effective
Amount | % |[Amount| %
. Oh-Jung B.S. Electrical Engineering .
BU president 90.12.25 | 5,348,1360.56% 881,273 0.09% . . . BU president of Sunplus Technology Co. Ltd.
Ou Chung Yuan Christian University
. Chih-Hao M.S. Electronic Engineering .
BU president 92.06.02 |16,346,3891.729% 1,331,444 0.14 . . . . BU president of Sunplus Technology Co. Ltd.
Kung National Chiao-Tung University
Kuo-Bin B.S. Electronic Engineering VP of Sunplus Technology Co. Ltd., Director
VP 92.06.02 | 2,202,7740.23% 1,043,589 0.11% . . . .
Huang Chung Yuan Christian University of Miracle Technology Co., Ltd.
EMBA of Graduate Institute of Technology & Innovation VP of Sunplus Technology Co. Ltd.
VP Steven Huang |93.05.07 460,8380.0599 15,953 0.00%Management (TIM) in College of Commerce at National Chengchi
University
VP Gwo-Chin Su |93.05.07 274,980/0.03% 0 0/M.S. Electrical Engineering, Missouri University VP of Sunplus Technology Co. Ltd.
EMBA in Technology Management, National Chiao-Tung VP of Sunplus Technology Co. Ltd.,
VP Wayne Shen  |94.12.01 | 2,036,690 0.211,108,695 0.11 . . . .
University Supervisor of Sunplus Venture Capital
Den-Jen M.S. Electronic Engineering VP of Sunplus Technology Co. Ltd.
VP 94.11.07 727,259 0.0§ 109,499 0.01 . . . .
Hwung National Chiao-Tung University
Wen-Kuan . . . . . .
VP Chen 94.11.07 151,216 0.02 244,268 0.03M.S. Electrical Engineering, National Cheng Kung University VP of Sunplus Technology Co. Ltd.
Da-Chang . . . . . . .
VP Chuang 94.12.01 43,517 0.00 0 0/B.S. Electrical Engineering,National Taiwan Ocean University VP of Sunplus Technology Co. Ltd.
. . . . - . Director of Finance & Accounting Division in
Director of Finance & |Ming-Cheng BA, Business Administration .
. L. . 89.10.02 135,4700.01% 35,562 0.00% i . . Sunplus Technology Co. Ltd., Director of
Accounting Division |Liao Fu Jen Catholic University

Harvatek

Notel: Please refer to the investment lists about full names of other companies
Note2: None of the Companyis shareholders and supervisors holds shares by using another personis name
Note3: None of the Companyis shareholders and supervisors is first-or-second degree relative to other superiors, directors, or supervisors

14




2.2.7 Rewardsfor Directors, Supervisors& President and Vice President

Rewards for Directors, Supervisors & President and Vice President

a) Rewards for Directors

As of Dec. 31, 2005

(1)Transportation (2)Rewards (3)anorgr tum f.mm (4)Employee Bonus from Profit Distribution Subtotal of % of Net Income Stock Options Other Payments
Allowance 3 Note2Et Profit Distribution 3 Note3 1)+(2)+(3)+(@ 3 Note3E (shares) 3 Note5E
9 Note2E 9 Note3E O+++4) 9 Note4E
) Name
Title 2 NotelE Sunpl Consolidated Subsidiaries of Sunplus
Congolidlated Consolidated Consolidated nplus O NoteSE Consolidlated Consolidated Congolidated Consolidated
Sunplus Subsidiaries of Sunplus Subsidiaries of Sunplus Subsidiaries of Sunplus Subsidiaries of Ssunplus Subsidiaries of Sunplus Subsidiaries of Ssunplus Subsidiaries of
P Sunplus Sunplus P Sunplus Sock B Sunplus P Sunplus P Sunplus P Sunplus
Cash onus Cash Stock Bonus
Bonus [ Amount | Market | Total | Bonus [ Amount | Market | Total
of Shares| Price* | Amount of Shares| Price* | Amount
acar:
cost$
3,110;
actual
Chairman& CEO Chou-Chye Huang value
rental of
dormi-
tory
$298
actual
114 of o 0[17,942 34| 111| 100| 37.78| 3778 0O 0 0 0[21,945 34| 082 0.00 606 0 VBJ;J; ] 0
CTO&BU President YarniChen Chen renta o
dormi-
tory
$305
Director Bing-Huang Shih
Director Hou-Shien Chu
Director Hsien-Cheng Liu
. Chwei Jing Y he
Director (Ritek Corp. Representative of Legal Entity)
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Number of Directors

Remuneration Paid to Directors 2005

Sunplus Consolidated Subsidiaries of Sunplus
(Note7) (Note8)

Under NT$2,000,000 2 1

NT$2,000,000% 5,000,000 3 0

NT$5,000,000t 10,000,000 1 0

NT$10,000,000% 50,000,000 0 0

Over NT$50,000,000 0 0

Total 6 1

Notel: Names of directors shall be notified individually(both the title of juridical person shareholder and its representative) and the remunerations shall be disclosed
collectedly; if a director concurrently acts as a president or vice president, his/her remuneration shall be disclosed separately according to his/her position

Note2: Transportation allowances and rewards paid to directors in the most recent fiscal year

Note3: The honorarium from profit distribution paid to directors in the most recent fiscal year; if a director concurrently acts as an employee (manager or other employee)
his/her employee bonus from profit distribution (both stock and cash bonus) shall be disclosed in table2-2; for public companies, the market price of the stock bonus shall be
the average closing-price of the last month in the most recent fiscal year; for the other companies, the market price is the net value at the fiscal year end

Note4: If a director concurrently acting as an employee (manager or other employee) receives the employee stock option, the information shall be disclosed in this table and
tablel5

Note5: For the payments relating to provision of car, house/apartment and other exclusive personal expenses, the following information shall be disclosed: nature and cost of
the provided property/asset, the actual or fair-market-value-calculated rental, and any other payments

Note6: The total amount of rewards paid to directors by all consolidated subsidiaries of Sunplus shall be disclosed

Note7: The number of directors according to the classification of remuneration

Note8: The number of directors according to the classification of remuneration (including: transportation allowance, rewards, and employee bonus)
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b) Rewards for supervisors

(1)Transportation

(3)Honorarium from Profit

Allowance (2)Rewards Distribution Subtotal of % of Net Income Other Payments
3 Note2E 9 Note2E > Note3E (1)+2)+@3) 9 Note3E 9 Note5E
. Name
Title 3 NotelE
Consolidated Consolidated Consolidated Consolidated Consolidated Consolidated
Sunplus | Subsidiaries of | Sunplus Subsidiaries of | Sunplus | Subsidiaries of | Sunplus | Subsidiaries of | Sunplus | Subsidiaries of | Sunplus | Subsidiaries of
Sunplus Sunplus Sunplus Sunplus Sunplus Sunplus
Supervisor Feng, Chu-Chien
P Global View Technology Co., Ltd. Representative of Legal Entity)
Supervisor Liang-Chung Chang 57 0 0 6,061 34 6,118 34 0.26 0.00 0 0
Supervisor Duen-Chian Cheng
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Number of Supervisors

Remuneration Paid to supervisors 2005
Sunplus Consolidated Subsidiaries of Sunplus
(Note7) (Note8)
Under NT$2,000,000 2 1
NT$2,000,000% 5,000,000 1 0
NT$5,000,000t 10,000,000 0 0
NT$10,000,000% 50,000,000 0 0
Over NT$50,000,000 0 0
Total 3 1
Notel: Names of supervisors shall be notified separately (both the title of juridical person shareholder and its representative) and the remunerations shall be disclosed
collectedly

Note2: Transportation allowances and rewards paid to supervisors in the most recent fiscal year

Note3: The honorarium from profit distribution paid to supervisors in the most recent fiscal year

Note4: For the payments relating to provision of car, house/apartment and other exclusive personal expenses, the following information shall be disclosed: nature and cost of
the provided property/asset, the actual or fair-market-value-calculated rental, and any other payments

Note5: The total amount of rewards paid to supervisors by all consolidated subsidiaries of Sunplus shall be disclosed

Note6: The number of supervisors according to the classification of remuneration

Note7: The number of supervisors according to the classification of remuneration (including: transportation allowance, reward)
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¢) Rewardsfor President and Vice President

Title

Name
9 NotelE

(1) Wages
9 Note2E

(2) Bonus, Special
Allowance
9 Note2E

(3) Employee Bonus from Profit Distribution
9 Note3E

Subtotal of
D+2)+@)

% of Net Income
9 Note3E

Amount of Employee
Stock Option
9 NotedE

Other Payments
9 Note5E

Consolidated

Consolidated

Sunplus

Consolidated Subsidiaries of

Sunplus

Stock Bonus

Stock Bonus

Consolidated

Consolidated

Consolidated

Consolidated

Sunplus|Subsidiaries of | Sunplus [ Subsidiaries of Cash Cash Sunplus | Subsidiaries of | Sunplus|Subsidiaries of | Sunplus | Subsidiaries of | Sunplus [ Subsidiaries of
Sunplus Sunplus Sunplus Sunplus Sunplus Sunplus
P P Bonus Am;)funt Market| Total |Bonus Amoofunt Market| Total P P P P
Price* | Amount Price* | Amount
Shares Shares
CEO Chou-Chye Huang
CTO&BU President|YarndChen Chen
Oh-Jung
BU president
Ou
BU president Chih-Hao Kung
VP Kuo-Bin Huang
41,894 0 0 0 998 898| 37.78( 33,926 0 0 0 0| 76,818 0 3.20 0 2,560 0 0 0
VP Steven Huang
VP Gwo-Chin Su
VP Wayne Shen
VP Den-Jen Hwung
VP Wen-Kuan Chen
VP Da-Chang Chuang
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Number of President and Vice President
Remuneration Paid to President and Vice President 2005
Sunplus Consolidated Subsidiaries of Sunplus
(Note7) (Note8)
Under NT$2,000,000 0 0
NT$2,000,000% 5,000,000 10 0
NT$5,000,000t 10,000,000 1 0
NT$10,000,000% 50,000,000 0 0
Over NT$50,000,000 0 0
Total 11 0

Notel: Names of supervisors shall be notified individually; the remuneration shall be disclosed collectedly

Note2: Wages, bonus, special allowance paid to president and vice president for the most recent fiscal year

Note3: Employee bonus from profit distribution (both stock and cash bonus) paid to president and vice president for the most recent fiscal year; these information shall also be
disclosed in table2-2; the market price of the stock bonus shall be the average closing-price of the last month in the most recent fiscal year; for the other companies, the market
price is the net value at the fiscal year end

Note4: If a president and vice president receives employee stock option, the information shall be disclosed in this table and table15

Note5: For the payments relating to provision of car, house/apartment and other exclusive personal expenses, the following information shall be disclosed: nature and cost of
the provided property/asset, the actual or fair-market-value-calculated rental, and any other payments

Note6: The total amount of rewards paid to presidents and vice presidents by all consolidated subsidiaries of Sunplus shall be disclosed

Note7: The number of presidents and vice presidents according to the classification of remuneration

Note8: The number of presidents and vice presidents according to the classification of remuneration (including: wages, bonus, special allowance, employee bonus)
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2.2.8 Analysis for the Proportion of Rewards Paid to Directors, Supervisors, President and
Vice President to Net Income in Previous Two Years, and the Policy, Standard, Combination,
Procedure of Determining the Rewards, Relation between Rewards and Performance

The total amount of the rewards paid to directors, supervisors, president, and vice president by

all the consolidated subsidiaries of Sunplus is less than 1% of the net income after tax. The
standard of remuneration is referred to crafts and Companyis rules.
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2.2.9 Net Change of Director,Supervisor,Mnagement& Major Shareholder

Unit: Thousand Shares

2005 Ended to March 31,2006
Title Name Change in Shareholding Change in Shareholding
Shareholdin Change in Shareholdin Change in
9 |shares Pledged 9 |shares Pledged
Chairman Chou-Chye Huang 7,570 17,500 0 0
Director & YarnaChen Chen 1,640 0 0 0
President
Director Bing Huang Shih (3,538) 0 (300) 0
Director Hou Shien Chu (149) 0 (10) 0
. Hsien Cheng Liu
0 0 0 0
Director (Note1)
Chwvei Jing Yhe
Director (Ritek Corp. 237 0 0 0
Representative of
Legal Entity)
Feng, Chu-Chien
(Global View
Supervisor Technology Co., (572) 0 (340) 0
Ltd Representative
of legal Entity)
. Liang Chung
2 0 4 0
Supervisor Chang
. Duen-Chian
0 0 0 0
Supervisor Cheng
VP Oh-Jung Ou (12) 0 (261) 0
\/P Chih-Hao Kung 678 0 (81) 0
VP Kuo-Bin Huang (44) 0 0 0
VP Steven Huang 90 0 0 0
VP Gwo-Chin Su (78) 0 (124) 0
Den-Jen Hwung
/P (Note2) 0 0 0 0
Wen-Kuan Chen
/P (Note2) 0 0 0 0
Da-Chang Chuang
/P (Note3) 0 0 0 0
Wayne Shen
/P (Note3) 0 0 0 0
Director of Finance
& Accounting Ming-Cheng Liao (44) 0 0 0
Division
Notel: No disclosure after relief on 2005.Jan.1
Note2: Disclosure after appointing on 2005.Nov.07
Note3: Disclosure after appointing on 2005.Dec.1
2.2.10 Stock Trade with Related Party
. Name of .
Name Tranfer [ Transaction Counter Nature of Relationship Amount of Trans_actlon
Reason Date Party Shares Price

22




2.2.11 Stock Pledge with Related Party

Reason
of
Pledge
(Note2)

Date of
Change

Name
(Notel)

gzg]r?ts: Nature of | Amount | Percentage of
Party Relationship |of Shares| Shareholding

Percentage
of Shares
Pledge

Transaction
Price

Notel: Names of directors, supervisors, managers and shareholders owning more than 10% of
the Companyfs outstanding shares
Note2: Both pledge and redemption

2.2.12 Sunplus Long-term Investments Ownership
As of Mar.31, 2006; unit: NT$ thousand, thousand shares

Shreholding of Sunplus
Investee Sunplus Investment Director, Supervisor, Syntheti_c
Company mAnagt?m_ent,or Shareholding
(Note) i subsidiary i i
Amount of | Holding | Amount of | Holding | Amountof | Holding
Shares Ratio % Shares Ratio % Shares Ratio %
Giantplus Technology 64,203 35 27,289 15 91,492 50
Lin Shih Investment 69,994 100 5 0 69,999 100
Sunplus Venture Capital 99,994 100 4 0 99,998 100
Harvetek Corp. 4,169 3 6,116 5 10,285 8
Goldkey Technology 6,568 15 7,343 17 13,911 32
Ritek Corp. 5,000 0 2,506 0 7,506 0
Waveplus Technology 2,856 10 11,424 38 14,280 48
WPG Holdings Limited 1,076 0 240 0 1,316 0
Generalplus Technology 15,851 53 8,994 30 24,845 83
Globle View Technology 13,568 10 0 0 13,568 10
Alpha Imagng Technology 1,833 8 0 0 1,833 8
Sunext Technology 9,600 24 17,436 44 27,036 68
uMC 2,673 0 247 0 2,920 0

Notel: Except the listed companies above, other investee companies are held separately by
Sunplus or Sunplus 100% held subsidiaries
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2.3 Capital and Shares
2.3.1 History of Capitalization

Authorized capital Issued capital Note
Month/
vear |Price Shares Amount Shares Amount Shares Shares Amount
(Thousand (NTS$K) (Thousand (NTS$K) (Thousand | (Thousand (NTSK)
Shares) Shares) Shares) Shares)
Cash Offering
0871990 10 2,300 23,000 620 6,200 6.200 None Not IPO yet
Cash Offering
08/1990| 10 2,300 23,000 1,150 11,500 5 300 None Not IPO yet
Cash Offering
0371992 10 2,300 23,000 2,300 23,000 11.500 None Not IPO yet
Cash Offering
20,900
12/1993| 10 6,000 60,000 6,000 60,000 Capitalization None Not IPO yet
of Profits
16,100
Cash Offering
60,000
09/1994| 10 19,800 198,000 19,800 198,000 |Capitalization None Not IPO yet
of Profits
78,000
Capitalization
] 28/06/1995 SFC No.
0671995 10 39,600 396,000 39,600 396,000 of Profits None 37335
198,000
Capitalizati
aptia IZ? on 06/26/1996
06/1996| 10 64,360 643,600 64,360 643,600 of Profits None
SFC No. 40155
247,600
Capitalization
] 06/10/1997 SFC
0671997 10 105,500 1,055,000 105,500 1,055,000 of Profits None
No.46641
411,400
Capitalization
P ] 06/ 08/1998
06/1998| 10 184,000 1,840,000 184,000 1,840,000 of Profits None
SFC N0.49408
785,000
Capitalizati
apiia IZ? on 06/23/1999 SFC
06/1999| 10 269,120 2,691,200 269,120 2,691,200 of Profits None
No.57760
851,200
Capitalizati
Pl IZ? on 06/03/2000
0672000 10 600,000 6,000,000 370,000 3,700,000 of Profits None
SFC N0.48003
1,008,800
Cash Offerin
g 09/18/2000
0972000 10 600,000 6,000,000 390,000 3,900,000 for GDR None
SFC No 72620
200,000
Capitalization
] 06/27/2001 SFC No
06/2001| 10 700,000 7,000,000 534,000 5,340,000 of Profits None 40791
1,440,000
Merger from
12/12/2001 SFC No
12/2001| 10 700,000 7,000,000 544,742 5,447,424 Grandtech None 173137
10,742
Capitalization
of Profits
957,334 05/30/2002 SFC
06/2002| 10 1,000,000 10,000,000 694,950 6,949,500 . None
And capital No0.129546
surplus
544,742
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Capitalization
of Profits
130,590 05/22/2003 SFC
07/2003| 10 1,000,000 10,000,000 777,504 7,775,040 i None
And capital N0.0920122560
surplus
694,950
Capitalization
of Profits
355,500 06/15/2004 SFC
0672004 10 1,000,000 10,000,000 875,254 8,752,544 i None
And capital No0.0930126644
surplus
622,004
Capitalization
of Profits
487,576
And capital 07/11/2005 FSC No.
07/2005| 10 1,050,000 10,500,000 945,570 9,455,700 surplus None 0940127940
175,051 TSE No0.09400288741
Employee
stock option
40,529
Employee
11/2005| 10 1,050,000 10,500,000 948,147 9,481,472 | stock option None TSE N0.09400340711
25,772
Employee
0372006 10 1,050,000 10,500,000 948,730 9,487,297 | stock option None TSE No0.09500052761
5,825
Unit:Shares
Shares Authorized Capital Note
Type Issued Shares Un-issued Shares Total
Common shares 948,729,656 101,270,344 1,050,000,000
Summing-up of Related Information
Shares Expected to .
Issued Shares Objective and i
Issue .| Expected time of
Type of stocks - Expected Benefit . Note
Total [Authorized i Un-issued Shares
Amount| Price |of Issued Shares
Shares Amount
2.3.2 Status of Shareholders
As of April 11, 2006
Shareholder . . Others Domestic F_o_rglgn
Government| Financial L Insititions &
. L Juridical Natual Total
Agencies [Institutions Natural
Person Persons
Amount Persons
Person 2 11 129 33,410 203 33,755
Holding shares 1,302 9,634 76,307 553,446 309,407 950,096
Holding ratio% 0.14 1.01 8.04 58.24 32.57 100.00

25



2.3.3 Distribution Profile of Shareholding Ownership

Par value @ NT$10, As of April 11, 2006

Shareholding Classification Amount of Amount of Shares Holding %
Shareholders

1~ 999 12,342 2,992,901 0.32
1,000~ 5,000 14,372 31,852,813 3.35
5,001~ 10,000 3,114 22,788,536 2.40
10,000~ 15,000 1,188 25,536,110 1.53
15,001~ 20,000 627 11,151,151 1.17
20,001~ 30,000 654 16,154,027 1.70
30,001~ 40,000 325 11,321,050 1.19
40,001~ 50,000 219 10,034,565 1.06
50,001~ 100,000 406 28,292,412 2.98
100,001~ 200,000 189 27,169,187 2.86
200,001~ 400,000 117 33,602,731 3.54
400,001~ 600,000 45 22,537,456 2.37
600,001~ 800,000 23 15,885,335 1.67
800,001~ 1,000,000 20 18,144,721 1.91
More than 1,000,000 114 683,633,764 71.95
Total 33,755 950,096,759 100.00

2.3.4 Distribution Profile of Preferred Shareholding Ownership: Not Suitable

2.3.5 Major Shareholder

Asof April 11, 2006

Name Shares Amount of Shares Holding %
Chou-Chye Huang 160,058,422 16.85%
JPMorgan Chase Bank, N.A., Taipei
Branch in Custody for Oppenheimer
Developing Markets Funds managed 50,919,000 5.36%
by OppenheimerFunds, Inc.

YarndChen Chen 32,673,433 3.44%
Global View Technology Co., Ltd. 24,774,377 2.61%
De-Zhong Liu 22,170,869 2.33%
JPMorgan Chase Bank, N.A., Taipei

Branch in Custody for Templeton 19,916,866 2.10%
Developing Markets Trust

Chih-Hao Kung 16,346,389 1.72%
Bing Huang Shih 15,503,360 1.63%
Wen-Qin Lee 12,996,890 1.37%
Smallcap World Fund Co., Inc. 12,301,000 1.29%
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2.3.6 Net Worth, Earnings, Dividends and Market Price Per Share

tem Year 2004 2005 End to Mar.31,2006
Highest market price 82.0 52.2 45.8
Market price g p
per share |Lowest market price 40.1 26.1 35.05
(Notet) Average market price 58.09 39.83 41.02
Net value |Before distribution 17.44 16.85
" are’zf\lrotez) After distribution 15.38
Weighted average shares 869,400,729 938,606,729 940,579,025
Earnings per Before 3.5 256 1.10
adjustment
share Earnings per share(Note3)
After
Adjustment 283
Before
Cash dividends :‘:’t‘;?me”t
Adjustment 1.9859
Before
Dividends :;?nminrgeslalned Ztifjt:ftmem
per share Stock Adjustment 0.2980
dividends Before
From capital  |adjustment
surplus After
Adjustment 0.1986
Unpaid Dividend(Note4) - - -
Price/ Earning ratio(Note5) 18.44 15.56 37.29
Price/Dividend ratio(Note6) 29.25 - -
Return on
investment - X .
Cash Dividends yield Ratio(Note7) 3.42%

* if stock dividends are from retained earnings or capital surplus, the information of the
retroactive adjusted market price and cash dividends shall be disclosed according to the issued
shares

Notel: highest/lowest market price of common stocks; the average market price per year is weighted
according to trading value and trading volume

Note2: shares issued by the end of the year and the distribution decided by the board of
shareholders

Note3: if stock dividends are required to retroactive adjustment, both before/after adjusted
earnings per share shall be disclosed

Note4: if unpaid dividend is regulated to be accumulated and distributed in profited-years, the
accumulated unpaid dividend shall be disclosed

Note5: price/Earning ratioi Average market priceCEarnings per share

Note6: price/Dividends ratio = Average market priceGXash dividends per share

Note7: cash dividends yield ratei cash dividend per shareCOAverage market price per share

2.3.7 Dividend Policy

(a) Dividend policy according to regulations in the company law and the article of
incorporation
Our dividend policy is made according to regulations set forth in the company law and the article of
incorporation. The dividends can be in the form of cash or stock, which depends on the status of
companyds capital, financial structure, operational needs, retained earnings and industrial
environment.
The dividend policy for this year will follow the aforementioned rules and maintain the policy of cash
dividend with stock dividend, while cash part shall not be less than 10% of the total dividend.

(b) The proposal for distribution of 2004 profits on this shareholdersi meeting
Stock dividends2 Each shareholder of common shares will be entitled to receive a stock dividend of 30
common shares (from profits distribution of 2004) and 20 common shares (from
capital surplus) for each 1,000 shares.
Cash dividends2 Each shareholder of common shares will receive cash dividend of NT$ 2.0 per
common share.

2.3.8 Impact on Business Performance and EPS from Dividend Distribution This Year
Due to no official financial guidance for 2004, there is no related information this year.
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2.3.9 Bonus to Employees, Directors and Supervisors
(a) Company Articles of Incorporation about bonus to employees, directors& supervisors

The Companyis Articles of Incorporation provides that Company appropriates earnings every year
as follows: (1) legal reserve equivalent to 10% of the net income of the latest completed year less any
accumulated deficit in prior years except the amount of legal reserve are over the capital, and (2)
special reserve equivalent to the debit balance of any accounts shown in the shareholders' equity
section of the balance sheet, other than the deficit. In addition, any distribution of the remaining
earnings will be made as follow: (i) up to 6% of the par value of the outstanding capital stock will
first be paid/distributed as dividends, (ii) 1.5% and at least 1% of the remaining distributable
earnings after (i) is distributed as remuneration to directors and supervisors and as bonus to
employees, respectively.
The balance of the current year net income after all the foregoing appropriations and distributions
plus the accumulated balance of the un-appropriated prior yearsi earnings may be distributed as
additional dividend. It is the Companyis policy that cash dividends shall be at least 10% of total
dividends paid/distributed. Stock dividend will be distributed in lieu of cash dividends when the
minimum cash dividend distributable is less than NT$0.5 per share.
A special reserve equivalent to the debit balance of any account shown in the shareholder equity
section of the balance sheets, other than the deficit, is made from retained earnings pursuant to
existing regulations promulgated by the ROC Securities and Futures Commission (SFC). The
special reserve is adjusted accordingly based on the balance of such accounts at year-end.

(b) BOD proposal for 2005 bonus to employees, directors and supervisors
A. BOD proposal (resolution by Board meeting at April 21, 2006)
Ratio of capital
Amount (NT$K) increase from profits

Employee Bonus in Stock 225,000 44.22%
Employee Bonus in Cash 25,000
Directors& Supervisors Bonus in Cash 24,517

Total 274,517

B. If foregoing bonus was cash and be expensed in 2005, the EPS in 2005 would be NT$2.29 (EPS in
2004 are NT$2.56)

(c) Bonus to Employees, Directors & Supervisors for last year
Approval by shareholdersi meeting at June 13, 2005, about distribution of bonus to employees,
directors and supervisors

Amount (NT$K)

Employee Bonus in Stock 225,000
Employee Bonus in Cash 25,000
Directors& Supervisors Bonus in Cash 24,004

Total 274,004

The distribution tallied with the proposal by BOD at April 28, 2005.
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2.3.10 Buyback Shares Program
Buyback Shares Program

As of Mar.31, 2006

Time/Period First Time(period)
Purpose Transferring the shares to employees
Period Nov.8,2005 ~ Jan.6,2006
Price NT$21.5~44.2

Type and Amount of shares be bought Common shares 2,582,000

Sum of Money NT$80,961,062
Amount of Shares Be Eliminated and
0
Transferred

To protect the benefit of all shareholders, Company
Accumulated Amount of Shareholdings buyback shares in batches according to the change of stock
price. The ratio of execution is 12.91%.

% of the Total Amount of Issued Shares 0.27%

2.4 Issuance of Corporate Bonds: None

2.5 Preferred Shares: None
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2.6 GDR Issuance

As of Mar.31, 2006

Issuing Date
Item

March 16, 2001

Issuing Date

March 16, 2001

Issuance & Listing

FTSE (London Stock Exchange)

Total Amount US$191,400,000
Offering Price per Unit US$9.57
Issued Units 29,287,525.5

Underlying Securities

Offering 20,000,000 new shares of common stock of]
par value NT$10

Common Shares Represented

Common shares 58,575,051

Rights and Obligations of GDR holders

Same as those of common share holders

Trustee

N/A

Depositary Bank

The Bank of New York

Custodian Bank

International Commercial Bank of China

GDRs Outstanding

1,486,361.5units

Apportionment of the expenses for the issuance
and maintenance

All fees and expenses related to issuance of GDRs
were borne to the selling shareholders and Sunplus,
while the maintenance expenses such as annual
listing fees, information disclosure fees and other
expenses were borne by Sunplus

Terms and Conditions in the Deposit Agreement
and Custody Agreement

Highest US$3.0966
2005 Lowest US$1.84
Closing Average US$2.494
price
per Highest US$2.65
GDRs
01/01/2006~
03/31/2006 Lowest US$2.10
Average US$2.4167
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2.7 Employee Stock Options Plan
2.7.1 Issuance of Employee Stock Option& Impact to Shareholdersi Equity

As of Mar.31, 2006

Employee Stock
Option Plan

1st Grant

2nd Grant

Approval Date by the
Securities& Future
Commission

March 06,2003

Issue(Grant) Date

May 06,2003

August 28,2003

Number of Shares
Issued

27,288,553

9,193,550

Percentage of Issued
Shares to Outstanding
Common Shares

2.87%

0.97%

Option Duration

2005/05/06~2009/05/05

2005/08/28~2009/08/27

Source of Option

New common shares

Shares

2nd Year 50%
Vesting Schedule 3rd Year 75%

4th Year 100%
Shares Exercised 8,250,308 16,927
Value of Shares
Exercised (Note) NT$23.9 NT$41.5
Shares Unexercised 15,344,444 7,942,199
Grant Price per
Unexercised Shares NT$23.9 NT$41.5
Percentage of
Unexercised Shares to 1.62% 0.84%

Outstanding Common
Shares

Impact to
Shareholdersi Equity

Dilution to shareholdersi equity is limited

Note: Rights and obligations of employee stock option are the same those of common shares

holders
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2.7.2 Option Plan to Managent Team and to Top 10 Employees with and Individual Grant
Value over NT$30,000,000:

As of Mar. 31, 2006

Unexercised

Percentage Percentage
Number | of Grant Number of Grant Price Value of of
Title Name of Shares | Shares t_o Shares per Shares Unexercised
Grant |Outstanding Unexercised Unexercised Exercised Shares to
(Shares) | Common (Shares) Shares (NTSK) Outstanding
Shares (%) (NT$) Common
Shares
CEO Chou-Chye
Huang
CTO&BU |Yarn-Chen
President |Chen
BU
President |On~ung Ou
BU Chih-Hao
President |Kung
VP Kuo-Bin
Huang
VP Steven
Huang 2,694,343 0.28368| 2,694,343 23.9 64,395 0.28368
VP Gwo-Chin
Su
VP Wayne Shen
VP Den-Jen
Hwung
Wen-Kuan
VP Chen
Director of
Finance & |Ming-Cheng
Accounting|Liao
Division

Notel: Managers donit title any option at 1st Grant
Note2: Management dont title any option at 2nd Grant

2.8 Mergers and Acquisitions
Disclosure of the merger in 2005 and till the date of annual report printed: None
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I11. Operational Highlights

3.1 Business Activities
3.1.1 Business Scope
(A) Major business

CC01080 Manufacturing of electronic component
1501010 Product Designing
F401010 International Tradin

1301010 Software Design Services
1301020 Data Processing Services
ICs R&D, Manufacture, Test, Sale
ICs module R&D, Manufacture, Test, Sale

Application software R&D, Sale

IPs R&D, Sale

Trading Business and Agency Business of ICs.

(B) Product segments and sales percentage

Unit: NT$K;%

. Sales of 2005
Product Categories Amount Percentage (%)
LCDIC 3,022,956 16.10
Micro controller IC 3,265,232 17.39
Multimedia IC 10,904,322 58.05,
Others 1,588,612 8.46
Total 18,781,122 100.00

(C) Products

A

B.

C.

D.

LCD IC: LCD controllers and drivers, for TN, STN, TFT, OLED Type. Product examples:
Electronic dictionary, Handheld game, Watch, Mobile phone, PDA, Educational toys,
Display for DSC, Notebook, Monitor, etc.

Micro controller IC: applied to interactive toys, TV games, PC peripherals, Home
appliances, etc.

Multimedia IC: applied to VCD, DVD, MP3 player, DSC, Camera phone, PHS mobile
phone, Multi-functional print, DTV, etc.

Others: including Memory, RF IC, Smart card IC and ASIC.

(D) New products

Media processor for handset

DVD recordable player IC

High resolution DVD player IC

MPEG decoder for STB

Portable media player (PMP) IC

High resolution digital video camera solution
TFT LCD drivers and controller IC
Controller for high-end interactive toys
TV game IC

MCU for home appliance

3G communication solution

3.1.2 Industry overview

A. Industry supply-chain

In the product development flow, Sunplus focus on IC design, system design, wafer testing and
sales services but out-sources most aspects of the manufacturing including mask making, wafer
fabrication, wafer sawing, packaging and final testing. The infrastructure of semiconductor
industry in Taiwan is very efficient; we have foundries like TSMC, UMC, etc., and backend
assembly and testing houses such ASE, SPIL and KYEC. Since those factories are located in
Hsinchu Science Park or nearby, the 6Cluster¢ effect could make higher production efficiency.
Our major customers are distributors, which means our products are shipped to end customers
via distributors. The end customersi manufactories are located in Taiwan, HK and Mainland

33



China, and the end products after assembly are sold to North America and Europe or other
emerging countries per different applications.

B. Product developing trend and competition

LCD IC: LCD controller/driver ICs such as TN, STN, ECB, TFT, and OLED, can be applied
to LCD products with a full range of resolution and colors (black-and-white, grayscale, and
full-color). Our major competitors for LCD IC include local IDM and design houses like Novatek,
Himax, Solomon Systech and international IDM manufacturers as well.

MCU: Our micro-controllers have been applied to products like toys, gift items, TV games,
digital recorders, language learning machines, e-Books, audio electronic dictionaries and digital
home appliance and Sunplus is one of the leading IC suppliers. The core technology of our micro
controller IC products includes 8-bit and 16-bit RISC with complicated mathematic algorithm,
such as voice encoding/decoding, voice recognition, image recognition, and communication
protocol. It allows us to meet the customersi demand by choosing the most appropriate
instruction set. As a result, not only is the performance satisfactory, but the cost will also become
more competitive. Competitors include Holtek, Sonix, Windbond, Elan, and etc. We are also
aggressive to promote our 32-bit Micro- processor to high-end interactive toys and TV games.

Multimedia IC: The main technology of our multimedia IC products is based on DSP and
RISC hardware. In accordance with different image processing and voice processing algorithm,
this technology can handle complicated mathematic operations. It can be used on products like
digital cameras, VCD/SVCD/DVD players, and Multi-function printers. At present, our main
competitors are ESS, ZORAN, Mediatek and Cheertek.

3.1.3 Overview of technology and R&D
A. R&D expenditure in 2004 and 2005 YTD

Unit: NT$K
e vear 2005 2006 end at March 31
Expense 2,463,810 678,507
Percentage of sales 13% 14%

B. R&D accomplishments

MPEG4 decoding technology for DSC, DVD player.

MPEG2 decoding and servo control technology for DVD player SoC.

MP3 decoding technology for MP3 player.

TFT-LCD driver for mobile phone, PDA, DSC, laptop, LCD monitor, LCD TV, etc.

Multi-function Printer SoC

MPEG decoding Technology for Set Top Box

27MHz RF technology for remote controllers of home appliance, interactive toys,

games and wireless products.

h.  Embedded Flash controller for such as GSM SIM card, Telephone IC card, financial IC
card and smart card

i. 16-bit DSP technology for human intonation electronic dictionary, handwriting input
recognition devices, electronic storybooks and digital recording product

j- 16-bit RISC micro controller for SOC Caller ID telephone with voice recognition function
toys and digital telephone answering machine

k. TV encoding technology for video player, TV game consoles and digital TV

I the first 32-bit processor core S*core® with Sunplus-owned instruction set architecture

m. baseband processor for PHS mobile.

@*oao o

3.1.4 Business plan

Sunplusi R&D technology is oriented toward consumer electronic products. The potential of this
market is infinite. The future product development plan is still focused on consumer electronics
market for mobile imaging terminal, intelligent toys and connected home appliance, etc. The goal
is looking forward to being worldwide silicon creator for digital life.



3.2 Sales and Marketing

3.2.1 Market Outlook

(A) Market distribution

Unit: NT$ K
2005
Sales Area Amount Percentage (%)
Hong Kong 10.851.414 57.78
Taiwan 5.562.683 29.62
Others 2.367.025 12.60
Total 18,781,122 100.00

(B) Market Share

The production value of worldwide fables IC design Industry in 2005 is US$40.0 billion roughly.
Sunplus 2005 sales were NT$18.78billion (equals to US$590million) and we took around 1.5 % of
the total market.

(C) Market supply, demand and growth in the future

a.  Micro-controller

Most end product applications for of Sunplus micro-controllers are for toys and gifts, and we
also started to promote Sunplus 32-bit microprocessor to high-end interactive toys. There are
various applications and huge demands for micro-controller, which the estimated worldwide
market for micro-controller in 2009 could reach 6 billion pieces. Besides the toys and gifts
applications, the company will keep going to develop more products targeting the home
appliance and IT market.

MCU Market Estimation

MCU Market Estimation Unit2 thousand pieces

Applications 8-bit

2004 2009(f) CAGR%
PC peripherals 368,136.9 563,360.0 8.88
Audio for automotive 103,092.0 141,680.7 6.57
Automotive control and instrumentation 450,879.9 572,804.9 4,90
Smart card 638,907.1 1,437,861.6 17.61
Digital music(MP3) 1,572.1 6,303.2 32.01
Toys, learning aids 83,160.0 249.480.0 24.57
LCD TV 1,540.5 4,040.3 21.27
Remote controls 171,555.0 356,140.6 15.37
Cable TV set-tops 6,293.0 17,471.6 22.66
Source: In-Stat(2005/11)
MCU Market Estimation Unite thousand pieces
Applications 16-bit

2004 2009(f) CAGR%

PC peripherals 95,003.1 291,740.0 25.16
Hard disks 193,764.1 356,273.3 12.95
Audio for automotive 2,677.7 9,176.5 27.93
Automotive control and instrumentation 37,240.3 173,398.1 36.02
Smart card 410,726.0 489,347.4 3.57
Digital music(MP3) 712.8 3,888.0 40.40
Toys, learning aids 2,970.0 8,910.0 2457
Digital cameras 1,650.5 6,418.8 31.21

Source: In-Stat(2005/12)
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MCU Market Estimation Unite thousand pieces

Applications 32-bit
2004 2009(f) CAGR%

Wireless digital 24,959.3 421,541.5 76.00
Monitors 6,365.7 25,903.5 32.40
PC DVDs 887.7 4,230.2 36.65
Alir bag, brakes collision avoidance 4,434.8 15,723.4 28.81
Smart cards 94,902.1 260,305.0 22.36
Digital music(MP3) 150.5 733.4 37.27
Digital cameras 12,756.3 54,750.1 33.82

Source: In-Stat(2005/12)

b. LCDIC

The growing demand of LCD monitor, notebooks LCD TV and smart phone triggers the market
demand of LCD ICs. The worldwide market demand will reach 3.0 billion pieces for large panel
LCD drivers until 2007 according to IEK research, and the driver ICs for handset could be one
billion pieces referring to Topology research. There are coming huge demands for LCD drivers
IC. The major suppliers of LCD drivers are Japanese and Korean, but Taiwan IC design house
also are well-positioned and have opportunity to gain more market share with completed
supply-chain in Taiwan. The going down cost triggered the demand for TFT-LCD panel and ICs
for panel as well. The infrastructure of TET-LCD industry in Taiwan is getting efficient. As panel
cost keeps dropping, there will be more and more consumer electronic products with colorful
TFT-LCD display.

Estimated Demand for Large Panel LCD Drivers

Unit: Kpcs
3,500,000
3,000,000 O Others
2,500,000 ]
2,000,000 HEDTY
1,500,000 —
1,000,000
500,000 O NE
0 . . . .

2003 2004 2005 2006 2007
Source: IEK(2004/12)
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Driver IC for Handset Panel

Dol of

Dizplay

Typet MSTH CSTH TFT LTPS OLED Taital
eat
2003 a3 232 43 2 n 813
2004 362 383 212 14 1] 97
2005 226 o7 410 63 1] 1010
2006 189 189 = 163 2 1080
2007 150 186 410 273 27 1044
2003 1035 1] 550 340 116 1110
CAGR S2TT% niz B2.7% 171 8% niz 6.4%

Source: Topology(2005/02)

c.  MultimedialC

The product applications of Sunplus multimedia ICs include DVD/VCD player, DSC, handset
media processor, MP3 player, LCD TV controller and etc. Consumers are asking for higher
quality and more features for their home entertainment system, which it will come with more
features like recording and the demand is still strong in the few years. The handsets will also
come out with more and more multimedia features integrated such as camera, polyphonic, MP3,
games, and etc. The demands for consumer electronics, especially for multimedia products are
highly growing.

Worldwide Demand for DVVD Recordable

Units 10,000 set YOY
45000 250
4000 F 213
3600 ¢ 7 200
3000 f
2500 150 y

[}
2000 f i
1500 } 1 51 43
1000 | T [, {®
500 F
; z39] . foed . 1820 2750 . 395( .

2003 004() 2005 2006 200717

Source: Topology(2004/08)

37



Shipment Estimation for Smart Phone and 3Ghandset 2003-2008

{unit: M
;00 ———————— . {00D%
254 1 S00%
2500 F--——- ) e paoaa
1 so00%
| : - 4 Too%
200.0 o
- 60 0%
198 .
iatin ot e sma ol ] soow
110 j 400%
Lot : . 3 ; o4 | ! o
100.0 -
 zo0%
s00 t
1 100%
: - 0.0%
2003 2004 2005 2005 2007 20058
SmartPhone 74 230 520 o40 1400 2380
523G Phone 10 Y o) 110 17 254
—— SmartPhone Share(®) | 1.4% 36% 7I% 1Z2.5% 1T 7% Z6.0%
—a— 3G Phone Share(%) 1.9% 49% 100% 19.6% Z13% 27 8%

Source: Topology(2004/12)

(D) Advantages& disadvantages of competitive advantage & long-term development

A. Competitive advantages:

(1).Accumulation and impartation of the experience of the R&D team

Eight engineers established Sunplus in 1990. They are the center of Sunplusi operational team.
Each of them has accumulated almost twenty years of experience in new product development,
technology management, and marketing. This invaluable experience has been deliberately
passed on to the next generation of engineers at Sunplus. This continuity in the conveyance of
experience has resulted in fewer complaints from customers and more rapid professional growth
in our new employees. Consequently, the labor turn over rate remains relatively low compared
to other IC design houses. End of Mar.31, 2006, Sunplus has total 193 patents in ROC, 56 patents
in PRC, 65 patents in US, and has more than three hundred products for sale. No other company
has come close to this exemplary record.

(2).Focus on high-level consumptive IC market, enlarge the distance from competitors

Since the IC market is extremely competitive and stagnation is an ever-present trap, we keep on
bringing in a large number of R&D resources to develop new high-level consumer products and
widening the distance between us and other local competitors.

Sunplusi numerous product lines give us a tremendous advantage over our competitors. We are
the kind of customer that prized by most wafer foundries because our wafer demand does not
fluctuate when a few products are eliminated. Due to our steady stream orders to our wafer
suppliers, we enjoy more consistent wafer supply during peak seasons over our competitors.
This also allows us to keep our wafer costs at a competitive rate.

(3).Strategic cooperation with upper stream and down stream factories

In recent years, Sunplus has increased cooperation between our upper stream and down stream
factories more dynamically and strategically. We believe that this new strategic and more
dynamic cooperation relationship will bring positive contributions to our production and
marketing in the long term.

(4).Maintain long-term and stable cooperative relationship with customers

Customer electronic products rely on IC to raise their add-on value; consequently the customer
electronic product manufacturers always pick their IC design houses with extreme caution. The
IC design house needs to meet the customersi demand for original products. Furthermore, the
end-product manufacturers also pay much attention to delivery, good quality ratings and service.
Due to the demands in this relationship, it is clear that both sides need to operate in coordination
in the long run and to establish a permanent cooperative relationship.

Sunplus is always devoted itself to research and development. We use the real experience that
we have accumulated over many years to continually exploit new markets and channels. We also
adopted an exclusive agency system to provide the down stream customers with a more
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complete service. We have sustained a good long-term cooperative relationship with a lot of
end-product manufacturers worldwide.

B. Advantages

(1) Sunplus will continue to promote high value-added chips for consumer electronic products in
order to gain an ever-increasing distance ahead of our competitors.

(2) Our next generation semiconductor process technology will accelerate the replacement of IC
products and expand our consumer electronic markets.

(3) Higher entry barrier due to more complicated products R&D, it is more favorable to
companies, which have larger economic scale.

(4) Robust design and integrated development capability will speed up development of new
products and cut down production costs, which demonstrates the strong hold Sunplus has on the
market and its unmatched ability to respond to new market changes.

(5) Long-term cooperation with major foundry sources and steady demand with economic scale,
we have more plentiful wafer supply compared with competitors.

C. Disadvantages

(1) Due to the high performance of the IC industrial infrastructure, more competitors will be
drawn into the industry since an IC design house is a high profit industry.

(2) Products change fast, and each one has a short life cycle of no more than one year.

(3) IC design is more integrated and complex so development cost is much higher.

D. Response Strategies

(1) Actively developing quality products that raise the market value of all our products.

(2) Process migration to make per wafer productivity higher and drive cost down.

(3) Expanding strategic partnership with clients to make win-win situation.

(4) Collaboration with partners to broaden IP licensing sources.

3.2.2 Product Application and Development Flow

(1) Product Application

A.LCD IC2 LCD TV, Monitor, Electronic dictionary, Handheld game, Mobile phone, PDA, DSC,
etc

B. Micro-controller IC2 Interactive Toys, Educational products, TV game, Mouse, Keyboard,
Remote controller, etc

C. Multimedia IC2 Digital Still Camera, Digital audio/video player, MP3 player, MFP, etc

D. Others2 Communication product, Memory and ASICs

(2) Product development flow

Product Spec

Mas=k Making Fackaging
I; EES'?HH System Design
=y & Coding
MM ater Final Testing

Foundry

Tape Out
Whiater After Sales
P Tes Services

*Elocks v shadows are in-house activities, and w0 shadows are subcontracted out

In the product development flow, Sunplus focus on IC design, system design, wafer testing and
sales services but out-sources most aspects of the manufacturing including mask making, wafer
fabrication, wafer sawing, packaging and final testing.

3.2.3 Key Suppliers

The major materials are Wafer to Sunplusi products. Sunplusé main foundries are TSMC and
UMC. Wafers supplement are sufficient and stable.
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3.2.4 Key Customers and Suppliers over the last two years

(1) Major customers NT$ K
2004 2005
Customer Sales Amount Percentage of Customer Sales Amount Percentage of
Total Sales Total Sales
ZI-HUAN 3,833,567 20.24 ZI HUAN 2,903,533 15.46
(2) Major Suppliers NT$ K
2004 2005
Purchasing Purchasing
Company Value Company Value b

Company A 5,689,624 55.69| Company A 4,968,389 55.54

Company B 2,263,541 22.16 Company B 1,468,595 16.42

Company C 979,310 9.59 Company C 909,415 10.17
3.2.5 Production over the last two years Kpcs/NT$K

Year

Produc 2004 2005
categories
Major Product Quantity Amount Value Quantity Amount Value
LCD
controller/driver - 125,660 2,609,625 - 131,057 2,132,963
IC
:\é'cro controller - 363,681 2,487,984 || 195477 1,909,206
Multi media IC - 171,373 8,261,796 - 141,293 7,557,698
Others - 93,207 1,246,497 - 80,604 939,432
Total - 753,921 14,605,902 - 548,431 12,539,299

Note: Sunplus production is out-sourced to sub-contractors, so there is no capacity limitation.

3.2.6 Sales Figures over the last two years Kpcs/NT$K
Year 2004 2005
Produc Local Export Local Export
categories Quantity | Amount | Quantity Amount Quantity | Amount | Quantity Amount
LCDIC 82,833| 2,027,437 26,031 656,978| 74,474| 1,478,640 57,933 1,544,316
Micro-controller| 172,384| 2,231,889| 171,139 2,024,582 105,233| 1,663,020 97,705 1,602,212
Multi media IC 15,804 1,758,956| 136,793 8,646,894| 20,978| 1,490,338 120,372 9,413,984
Others 55,640| 1,072,619 34,572 520,701 43,139 925,839 45,448 662,773
Total 326,661| 7,090,901| 368,535 11,849,155| 243,824| 5,557,837| 321,458| 13,223,285
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3.3 Employees

Ended of
Year 2004 2005 3.31.2006
RIOD 746 856 805
Production 125 133 115
Personnel
Administration 133 140 129
Total 1,004 1,129 1,049
Average Age 31.91 32.28 32.24
Average Working Experience (Years) 6.49 6.97 6.93
Ph.D. 2% 2% 2%
Distribution MS/MA 62% 65% 66%
of Education BS/BA 23% 21% 21%
Level among
personnel by College 10% 9% 8%
percentage
High School 3% 3% 3%
Total 100% 100% 100%

3.4 Environmental Protection & Expenditures
3.4.1 Environmental Protection
Sunplus is an IC design company focusing on the research and development of semiconductor products
located in the Hsinchu Science based Industrial Park. We entrust notable local and foreign foundries to
manufacture our wafers. We do not violate any EPAJ regulations regarding pollutants and environmental

protection.

3.4.2 Working Environment
Allocate sole-duty organization and employees to execute the matters concerning to
environment security and sanitation management according to Laws.
Examine the working environment regularly to maintain the security of environment and
equipments.

-

Review the working environment and set up related devices with a standard higher than
regulation.

Hold the physical examination for new employees and the regular health examination for

employees on the job with higher perception than laws.
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3.5 Labor-Capital Relation

3.5.1 Employee Welfare

We strive to provide a clean and supportive environment for our employees. To create this
environment we established an Employee Welfare Committee. It operates a variety of welfare
activities including emergency aid, educational grants, book purchase subsidies, social club
activities and overseas trips. We also comply with the Labor Standards Law to conduct labor
insurance and retirement system programs, and participation with the National Health Insurance
plan according to the National Health Insurance Act. Moreover, we also handle group insurance
and insurance for family dependants to ensure security for our employees. In 1996 we adopted a
new system, which allowed our employees to be awarded with company stock.

3.5.2 Pension Plan

Sunplus has a pension plan for all regular employees, which provides benefits according to the
Labor Standard Law. The Company makes monthly contributions, equal to 2% of salaries, to the
pension fund, which is administered by a pension fund monitoring committee. The contributions
are deposited in the committeeis name in the Central Trust of China. Since July 1, 2005,
employees who choose Labor Pension Act Implementation Rules of the Labor Pension

, the Company makes monthly contributions, equal to 6% of salaries to the personal pension fund
of Bureau of Labor Insurance.

3.5.3 Other Affairs

Sunplus have smooth commutation channels with employees. Employees could address their
opinions to management team directly. All operations are base on the Labor Standard Law.
Sunplusi labor relations are outstanding. We are proud to say that there has not been a single loss
resulting from a labor dispute since the establishment of the company.
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3.5.4 On the Job Training of Employees

The Company provides 484 courses of external training in total. 17 major courses are listed

below:
Title(external training) Attendances Hours

Japanese(1st-4thterm) 215 408
English(1st-2ndterm) 164 374
Semiconductor Memory and Circuit Design 6 180
Windows CE 5.0 (including ARM9 operation) 4 177
Digital IC Design3BEUT subsidizes half of the course 1 150
Object-Oriented System Analyst 1 135
Introduction of RFID System Structure and Potential Applications 10 135
Color and Image Processing 4 129
Power Management IC Design 6 125
Extension education for Institute of Technology Law, NCTU 1 112
2005 Mixed-signal Circuit Design Seminar 7 106
1SO 9000:2000 Auditor Training 3 105
Digital Music Integration 1 105
Embedded Software Design 3 102
Civil Defense Training 2005, SIPA 20 100
1SO 9001:2000, Auditor Training 2 100
Institute of Technology Law, NCTU 1 100

3.5.5 Controversy between Labor and Capital: None

3.6 Important Contracts

A'\é ?,teLéﬁgrf]t Counter Party Term Content Restriction
Lease of Land Hsincgzrskcience 1995/8/01- Lease for constructing Own use
Administration 2015/07/31 own-use only

IV. Financing Plan and Implementation: NA




V. Financial Statements

5.1 Brief Balance Sheets, Statements of Income and Auditors Opinion
5.1.1 Brief Balance Sheets

Unit: NT$K
The Last Five Years(Notel) 2006(end of
Year N
Item 2001 2002 2003 2004 2005 | Mar-31)9NoeE
Current Assets 8,138,674 8,465,575 9,455,961 10,854,116] 12,545,989 11,154,441
Long-term Stock
4,044,403 4,263,196 4,212,722 3,812,212 3,990,655 5,757,992
Investment
Fixed Assets(Note2) 658,954 1,380,456 1,382,124 1,480,297 1,587,454 1,602,578
Intangible Assets 0 160,572 1,164,980 1,122,172 1,044,784 1,136,026
Other Assets 280,337 339,629 407,184 837,852 1,203,116 705,931
Total Assets 13,122,368 14,609,428 16,622,971 18,106,649| 20,371,998 20,356,968
Before
. 818,021 1,100,332 2,178,068 2,337,695 3,749,300 2,598,882
Current Distribution
Liabilities |After
. 1,658,791 2,512,007 3,365,301 4,137,208 - -
Distribution
Long-term Liabilities 4,336 2,168 0 0 0 0
Other Liabilities 189,647 245,185 415,220 504,820 633,679 549,821
Before
. 1,012,004 1,347,685 2,593,288 2,842,515 4,382,979 3,148,703
Total Distribution
Liabilities [After
o 1,852,744 2,759,360 3,780,521 4,642,028 - -
Distribution
Capital Stock 5,447,424 6,949,500 7,775,040 8,752,544 9,487,296 9,497,843
Capital Surplus 3,323,153 2,784,723 2,202,804 1,604,261 1,520,461 1,535,622
Before
. . 3,363,546 3,681,758 4,146,464 5,341,422 5,452,688 6,486,795
Retain Distribution
Earnings |After
. 1.565.442 2,139,493 2,603,731 3,054,333 - -
Distribution
Unrealized Gain
(Loss) on Financial 0 0 0 0 0 (114,672)
Merchandise(Note3)
Cumulative translation
. 36,459 34,397 10,888 (49,030) (9,775) (20,757)
adjustments
Unrealized Net Loss on
. 0 0 0 0 0 0
the Costs of Pensions
Before
. 12,110,364 13,261,743 14,029,683 15,264,134| 15,989,019 17,208,265
Total Distribution
Equity After
. 11,269,594 11,850,068 12,842,450 13,464,621 - -
Distribution

Notel: All financial data for the last years were audited

Note2: The financial data for the first season 2006 were audited

Note3: Since Jan.1, 2006, the Company adopted the newly published Statement of Auditing
Standards No. 34 and No. 36; the unrealized loss on long-term investment is according to the
auditing standards originally adopted




5.1.2 Brief Statements of Income

Unite NT$K

Year

The Last five years(Notel)

2006(end of
Mar.31,2006)

Item 2001 2002 2003 2004 2005 (Note2)
Net sales 6,639,352 8,635,911 11,097,653 18,940,056 18,781,122 5,015,000
Gross profit 2,696,841 3,141,066 3,822,309 5,943,206 6,120,397 1,575,942
Income from
1,817,854 1,807,004 1,978,627 2,926,528 2,584,005 592,455
operation
Non-operating
449,739 430,452 284,488 235,259 196,783 709,400
income
Non-operating
197,991 143,206 308,088 528,358 403,094 143,147
expense
Income from
operations of
2,069,602 2,094,250 1,955,027 2,633,429 2,377,694 1,158,708
continued
segments-before tax
Income from
operations of
2,132,300 2,115,735 2,006,971 2,737,691 2,398,355 1,066,716
continued
segments-after tax
Income from
operations of
0 0 0 0 0 0
discontinued
segments
Extraordinary gain
0 0 0 0 0 0
(loss)
Cumulative effect of
changes in
0 0 0 0 0 (32,609)
accounting
principles
Net Income 2,132,300 2,115,735 2,006,971 2,737,691 2,398,355 1,034,107
Earnings per share 4.03 3.07 2.60 3.15 2.56 1.10
EPS after dilution 0 0 2.58 3.10 2.53 1.09

Notel: All financial data for the last years were audited
Note2: The financial data for the first season 2006 were audited
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5.1.3 Auditors Opinion from 2000 to 2004

Year CPA Audit Opinion

2001 Ricky Lin & S.C. Huang An Unqualified Opinion
2002 Ricky Lin & S.C. Huang An Ungualified Opinion
2003 Ricky Lin & S.C. Huang An Unqualified Opinion
2004 Ricky Lin & S.C. Huang An Unqualified Opinion
2005 Ricky Lin & S.C. Huang An Unqualified Opinion
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5.2 Financial Analysis

The Last Five Years

Year 2006(end of
Item Mar.31,2006)
2001 2002 2003 2004 2005
Capital Debts ratio (%) 7.71 9.22 15.60 15.70 2151 15.47
Structure
. Long-term fund to fixed assets
Analysis ) 1,838.47 960.84 1,015.08 1,031.15 1,007.21 1,073.79
Current ratio (%) 994.92 769.59 434.14 473.80 334.62 429.20
Liquidity
. Quick ratio (%) 892.47 683.98 343.73 329.25 243.74 326.75
Analysis
Times interest earned (times) 9,451.24 7,173.09 4,169.50 589.21 401.76 2,111.58
Average collection turnover
5.36 6.83 5.57 6.81 5.80 6.28
(times)
Average collection days 68 53 66 54 63 58
i Average inventory turnover
Operating | 451 6.77 5.67 5.33 4.10 5.04
times;
Performance (time)
. Average payment turnover
Analysis 4.92 6.30 4.37 5.88 3.78 4.13
(times)
Average inventory turnover days 81 54 64 68 89 72
Fixed assets turnover (times) 10.08 6.26 8.03 12.79 11.83 12.52
Total assets turnover (times) 0.51 0.59 0.67 1.05 0.92 0.99
Return on total assets (%) 20.06 15.26 12.85 15.79 12.49 5.08
Return on stockholdersj equity
o 22.18 16.68 14.71 18.69 15.35 6.23
Operating income to capital stock
33.37 26.00 25.45 33.44 27.24 6.24
Profitability 06
Analysi Profit bef ital stock
alysis (: 1t before fex to capttal sto¢ 37.99 30.14 25.14 30.09 25.06 12.20
Profit after tax to net sales (%) 32.12 24.50 18.08 14.45 12.77 20.62
Earnings per share (NT$) 2.33 2.26 2.15 2.93 2.56 1.10
EPS after dilution - - 2.13 2.88 2.53 1.09
Cash flow ratio (%) 324.80 193.90 56.5 74.10 116.80 8.30
Cash Flow |Cash flow adequacy ratio (%) 318.09 205.74 134.68 101.15 121.83 101.86
Cash flow reinvestment ratio (%) 17.97 9.41 - 3.57 15.84 1.17
Operating leverage 1.34 1.49 1.68 1.62 1.80 2.06
Leverage
Financial leverage 1.00 1.00 1.00 1.00 1.00 1.00

Remarks of the reasons for the changes of financial analysis in the last two years(Changes less
than 20% are not to apply)
1. Debts ratio gets higher because inventory increases.
2. Current ratio and quick ratio drop due to account receivable growing.
3. Times interest earned drops since income decreases
4. Average inventory turnover dropping because the average inventory of this year is higher than

2004

5. Return on total assets drop due to income decreasing

6. Cash flow ratio raises because of net cash inflow from operation increasing
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1. Capital Structure Analysis
(1) Debts ratio =Total Liabilities/Total Assets
(2) Long term fund to fixed assets = (Shareholders equity + Long term Liabilities)/Net Properties
2. Liquidity Analysis
(1) Current Ratio =Current Assets/Current Liabilities
(2) Quick Ratio = (Current Assets 8 Inventories d Prepaid Expenses)/
Current Liabilities
(3) Times Interest Earned =Earnings before Interest and Taxes/Interest Expenses

3. Operating Performance Analysis

(1) Average Turnover Collection Turnover =Net Sales/Average Trade Receivables
(2) Average Turnover Collection Days =365/Receivables Turnover rate

(3) Average Inventory Turnover =Cost of Sales/Average Inventory

(4) Average Inventory Turnover Days =365/ Average Inventory Turnover

(5) Average Payment Turnover =Cost of Sales/average Trade Payables
(6) Fixed Assets Turnover =Net sales/Net Properties

(7) Total Assets Turnover =Net Sales/Total Assets

4. Profitability Analysis
(1) Return on Total Assets ={Net Income + Interest Expense*(1-Effective tax rate)}/

Average Total Assets

(2) Return Ratio on Stockholdersi Equity =Net Income/Average Stockholdersi Equity
(3) Profit after Tax to Net Sales =Net Income/Net Sales
(4) Earnings Per Shares = (Net Income- Preferred Stock Dividend)/
Weighted Average Number of Shares Outstanding
5. Cash Flow
(1) Cash Flow Rate =Net Cash Provided by Operating Activities/Current Liabilities
(2) Cash Flow Adequacy Ratio =Five-Year Cash from Sum of Operations /
(Five-Year capital expenditure +inventory increase+ cash dividend)

(3) Cash flow reinvestment ration =(Net operation cash Flow - cash dividend)/

(Fixed Assets+ Long-term Investment+ Other assets+ working capital)
6. Leverage
(1) Operating Leverage =(Net Sales - Operating expenses& cost) / Operating Benefit
(2) Financial Leverage =Operating Benefit/ (Operating benefit dInterest cost)

5.3 Consolidated Financial Analysis
The Company started the consolidated financial report in 2005, so there are no former data to be
analyzed.



5.4 Supervisorsi Report

The Board of Directors have prepared and submitted to us the Companyis 2005 business report,
balance sheet, inventories of major assets, statement of profit and loss, statements of changes in
shareholdersi equity, statements of cash flow, and proposal for allocating profit. The CPAs of T.N.
SOONG &CO. were retained to audit the balance sheet, inventories of major assets, statement of
profit and loss, statements of changes in shareholdersi equity and statements of cash flow and
have submitted a report relating there to. The above reports, statements and proposal have been
further examined as being correct and accurate by the undersigned, the supervisors of Sunplus
Technology Co., Ltd. According to Article 219 of the Company Law, we hereby submit this

report.

Sunplus Technology Co., Ltd.

Feng, Chu-Chien
Supervisor (Representative of Global View Technology Co., Ltd.)

Liang Chung Chang
Supervisor

April 21, 2006
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5.5 Financial Statements and Independent Auditorsi Report

INDEPENDENT AUDITORS) REPORT

The Board of Directors and Shareholders
Sunplus Technology Company Limited

We have audited the accompanying balance sheets of Sunplus Technology Company
Limited as of December 31, 2005 and 2004, and the related statements of income,
changes in shareholders6 equity and cash flows for the years then ended. These
financial statements are the responsibility of the Companyts management. Our
responsibility isto express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Sunplus Technology Company Limited as of December
31, 2005 and 2004, and the results of its operations and its cash flows for the years then
ended in conformity with Guidelines Governing the Preparation of Financial Reports by
Securities I ssuers and accounting principles generally accepted in the Republic of China.

We have also audited the consolidated financial statements of Sunplus Technology
Company Limited and subsidiaries as of and for the years ended December 31, 2005 and
have expressed an unqualified opinion thereon in our report dated January 27, 2006.
January 27, 2006

Notice to Readers

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

For the convenience of readers, the auditorsd report and the accompanying financial
statements have been trandlated into English from the original Chinese version prepared
and used in the Republic of China. If thereisany conflict between the English version
and the original Chinese version or any difference in the interpretation of the two
versions, the Chinese-language auditorsi report and financial statements shall prevail.
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SUNPLUSTECHNOLOGY COMPANY LIMITED

BALANCE SHEETS
DECEMBER 31, 2005 AND 2004
(In Thousands of New Taiwan Dollars, Except Par Value)

ASSETS

CURRENT ASSETS

Cash and cash equivaents (Notes 2 and 3)

Short-term investments (Notes 2 and 4)

Notes and accounts receivable
Third parties, net of allowance for doubtful accounts of $88,988

thousand in 2005 and $70,854 thousand in 2004 (Note 2)

Related parties (Notes 2 and 17)

Other financial assets - current (Note 20)

Inventories, net (Notes 2 and 5)

Deferred income taxes - current (Notes 2 and 15)

Other current assets

Total current assets

LONG-TERM INVESTMENTS (Notes 2 and 6)
Equity method
Cost method
Convertible bonds
Prepayment

Total long-term investments

PROPERTIES (Notes 2 and 7)

Cost
Buildings
Auxiliary equipment
Machinery and equipment
Testing equipment
Transportation egquipment
Furniture and fixtures
L easehold improvements
Tota cost

Less. Accumulated depreciation

Advance payments and construction in progress

Net properties
INTANGIBLE ASSETS, NET (Notes 2 and 8)
OTHER ASSETS
Other financial assets-noncurrent (Notes 9)
Deferred income taxes - noncurrent (Notes 2 and 15)
Deferred charges and others (Notes 2 and 10)
Total other assets

TOTAL

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

2005 2004
Amount % Amount %
$ 4,514,419 22 $ 3,430,142 19
1,070,905 5 780,578 4
3,476,536 17 2,788,368 15
68,326 - 139,137 1
8,216 - 336,670 2
3,009,588 15 3,168,888 18
214,020 1 71,813 -
183,979 1 138,520 1
12,545,989 61 10,854,116 60
3,450,395 17 3,175,007 18
519,260 3 584,528 3
20,000 - 52,677 -
1,000 - - -
3,990,655 20 3,812,212 21
974,935 5 952,952 5
146,868 1 134,248 1
491,535 2 450,402 2
986,409 5 701,402 4
8,400 - 8,400 -
143,065 1 124,459 1
459 - 459 -
2,751,671 14 2,372,322 13
1,174,091 6 912,713 5
9,874 - 20,688 -
1,587,454 8 1,480,297 8
1,044,784 5 1,122,172 6
656,662 3 221,970 1
526,255 3 584,810 4
20,199 - 31,072 -
1,203,116 6 837,852 5
$ 20,371,998 100 $ 18,106,649 _100

LIABILITIES AND SHAREHOLDERS) EQUITY

CURRENT LIABILITIES
Accounts payable
Income taxes payable (Notes 2 and 15)
Other current liabilities (Notes 6 and 17)
Deferred intercompany profit (Note 2)
Deferred royalty income - current (Notes 2, 8 and 17)

Tota current liabilities

OTHER LIABILITIES
Deferred royalty income - noncurrent (Notes 2, 8 and 17)
Accrued pension liability (Notes 2 and 11)
Guarantee deposits

Tota other liabilities
Total liabilities

SHAREHOLDERS) EQUITY (Notes 2 and 12)
Capital stock - $10 par value
Authorized - 1,000,000 thousand shares
Issued T 948,730 thousand shares in 2005 and 875,254 thousand
sharesin 2004
Capital surplus
Additiona paid-in capital
Merger and others
Treasury stock transactions
Retained earnings
Legal reserve
Specia reserve
Unappropriated earnings
Other
Unrealized loss on long-term investments
Cumulative trand ation adjustments
Treasury stock (at cost) T 8,726 thousand shares in 2005 and
5,854 thousand shares in 2004 (Note 13)

Total shareholdersd equity

TOTAL
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2005 2004
Amount % Amount %
3,036,497 15 $ 1,700,027 10
63,759 1 64,193 -
614,773 3 545,787 3
12,100 - 5,517 -
22,171 - 22,171 -
3,749,300 19 2,337,695 13
45,088 - 67,259 -
182,563 1 152,586 1
406,028 2 284,975 2
633,679 3 504,820 3
4,382,979 22 2,842,515 16
9,487,296 46 8,752,544 48
890,447 4 945,304 5
594,930 3 635,496 4
35,084 - 23,461 -
1,590,387 8 1,316,618 7
338,488 2 - -
3,523,813 17 4,024,804 22
(285,085) (8] (289,458) (2)
(9,775) - (49,030) -
(176,566) 1) (95,605) -
15,989,019 78 15,264,134 84
$ 20,371,998 100 $ 18,106,649 _100



SUNPLUSTECHNOLOGY COMPANY LIMITED

STATEMENTSOF INCOME
YEARS ENDED DECEMBER 31, 2005 AND 2004
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2005 2004
Amount % Amount %
GROSS SALES $ 18,918,687 $ 19,185,935
SALESRETURNS AND ALLOWANCES 137,565 245,879
NET SALES (Notes 2, 8 and 17) 18,781,122 100 18,940,056 100
REALIZED (UNREALIZED) INTERCOMPANY PROFIT,

NET (Note 2) (6,583) - 3,123 -
COST OF SALES (Note 14) 12,654,142 67 12,999,973 68
GROSS PROFIT 6,120,397 33 5,943,206 32
OPERATING EXPENSES (Notes 14 and 17)

Marketing 528,741 3 538,165 3

Genera and administrative 543,841 3 432,277 2

Research and development 2,463,810 13 2,046,236 11

Total operating expenses 3,536,392 19 3,016,678 16
OPERATING INCOME 2,584,005 14 2,926,528 16
NONOPERATING INCOME AND GAINS

Interest revenue 70,925 1 34,687 -

Gain on sale of investments, net (Note 2) 41,114 - 90,436 1

Income from counter-party default 23,600 - -

Foreign exchange gain, net (Notes 2 and 20) 15,179 - - -

Subsidies (Note 2) 11,471 - 23,000 -

Dividend income (Notes 2 and 17) 4,822 - 24,554 -

Others (Note 17) 29,672 - 62,582 -

Total nonoperating income and gain s 196,783 1 235,259 1
NONOPERATING EXPENSES AND LOSSES

Loss oninventory (Note 2) 224,520 1 175,990 1

Investment 1oss recognized by the equity method, net (Notes

2and 6) 170,556 1 278,206 2

Interest expense 5,933 - 4,477 -

Foreign exchange loss, net (Notes 2 and 20) - - 51,182 -

Permanent loss on long-term investments (Note 2) - - 7,036 -

Others 2,085 - 11,467 -

Total nonoperating expenses and losses 403,094 2 528,358 3
(Continued)
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INCOME BEFORE INCOME TAX
INCOME TAX BENEFIT (Notes 2 and 15)

NET INCOME

EARNINGS PER SHARE (Note 16)
Basic
Diluted

2005

2004

Amount %
$ 2,377,694 13

20,661 -

Amount %
$ 2,633,429 14

104,262 -

$ 2,398,355 13

$ 2,737,691 14

2005 2004
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
$ 253 $ 256 $ 282 $ 293
$ 251 $ 253 $ 277 $ 288

The pro forma net income and earnings per share (EPS) on the assumption that the stock of parent company
held by its subsidiary is treated as an investment and not as treasury stock are shown as follows (Notes 2 and

13):

NET INCOME

BASIC EPS
Based on weighted-average shares
Outstanding T 944,751 thousand sharesin
2005 and 941,517 thousand sharesin 2004

DILUTED EPS
Based on weighted-average shares
Outstanding T 952,651 thousand sharesin
2005 and 955,554 thousand shares in 2004

2005 2004

Before After Before After

Income Income Income Income

Tax Tax Tax Tax
$ 2389317 $ 2409978 $ 2,656,890 $ 2,761,152
$2.53 $2.55 $2.82 $2.93
$2.51 $2.53 $2.78 $2.89
(Concluded)

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

STATEMENTS OF CHANGES IN SHAREHOLDERS) EQUITY
YEARSENDED DECEMBER 31, 2005 AND 2004
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

BALANCE, JANUARY 1, 2004

Appropriation of prior yeards earnings
Legal reserve
Reversal of special reserve
Bonus to employees - stock
Remuneration to directors and supervisors
Stock dividends - NT$0.2 per share
Cash dividends - NT$1.5 per share
Capital stock transferred from capital surplus
Net income in 2004
Unrealized losses on long-term investment
Adjustment due to changes in investeest equity in long-term investments
Stock dividends received by subsidiaries from the Company
Trandlation adjustments on long-term investments

BALANCE, DECEMBER 31, 2004

Appropriation of prior yeards earnings:

Legal reserve

Special reserve

Bonus to employees T stock

Bonus to employees - cash

Remuneration to directors and supervisors

Stock dividends - $0.2980 per share

Cash dividends - $1.9859 per share
Capital stock transferred from capital surplus
Issuance of shares upon exercise of employee stock options
Net income in 2005
Adjustment arising from changesin ownership percentage in investees
Adjustment for changes in shareholdersh equities in equity-method
investees
Unrealized losses on long-term investment
Treasury stock repurchased by the Company -2,582 thousand shares
Stock dividends received by subsidiaries from the Coppany
Translation adjustments on long-term investments

BALANCE, DECEMBER 31, 2005

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

Unrealized

Capital Surplus (Note 2) Losson Cumulative Treasury
Capital Stock Issued Additional From Treasury Retained Earnings (Note 10) Long-term Trangation Stock Total
Shares paid-in long-term From Stock Legal Special  Unappropriated Investments Adjustments (Notes Shareholderst
(Thousands)  Amount Capital  Investments Merger Transactions Total Reserve Reserve Earnings Total (Note 2) (Note 2) 2and 13) Equity

777504 $ 7,775040 $ 1,567,308 $ 478,073 $ 157,423 $ - $2202804 $ 1115921 $ 58633 $ 2971910 $ 4146464 $ (9908) $ 10,888 $ (95,605) $ 14,029,683
- - - - - - - 200,697 - (200,697) - - - - -

- - - - - - - - (58,633) 58,633 - - - - -
20,000 200,000 - - - - - - - (200,000) (200,000) - - - -
- - - - - - - - - (20,977) (20,977) - - - (20,977)
15,550 155,500 - - - - - - - (155,500) (155,500) - - - -
- - - - - - - - - (1,166,256) (1,166,256 ) - - - (1,166,256)
62,200 622,004 (622,004) - - - (622,004) - - - - - - - -
- - - - - - - - - 2,737,691 2,737,691 - - - 2,737,691

- - - - - - - - - - - (231,832) - - (231,832)

- - - - - - - - - - - (47,718) - - (47,718)

- - - - - 23,461 23,461 - - - - - - - 23,461

- - - - - - - - - - - - (59,918) - (59,918)
875,254 8,752,544 945,304 478,073 157,423 23,461 1,604,261 1,316,618 - 4,024,804 5,341,422 (289,458) (49,030) (95,605) 15,264,134
- - - - - - - 27,3769 - (273,769) - - - - -

- - - - - - - - 338,488 (338,488) - - - - -
22,500 225,000 - - - - - - - (225,000) (225,000) - - - -
- - - - - - - - - (25,000) (25,000) - - - (25,000)
- - - - - - - - - (24,004) (24,004) - - - (24,004)
26,258 262,576 - - - - - - - (262,576) (262,576) - - - -
- - - - - - - - - (1,750,509) (1,750,509) - - - (1,750,509)
17,505 175,051 (175,051) - - - (175,051) - - - - - - - -
7,213 72,125 120,194 - - - 120,194 - - - - - - - 192,319

- - - - - - - - - 2,398,355 2,398,355 - - - 2,398,355
- - - (44,097) - - (44,097) - - - - - - - (44,097)

- - - 3,531 - - 3,531 - - - - 31,880 - - 35,411
- - - - - - - - - - - (27,507) - - (27,507)
- - - - - - - - - - - - - (80,961) (80,961)

- - - - - 11,623 11,623 - - - - - - - 11,623

- - - - - - - - - - - - 39,255 - 39,255
948,730 $ 9487296 $ 890447 $ 437507 $ 157423 $ 35084 $ 1520461 $ 1,590,387 $ 338488 $ 3523813 $ 5452,688 $ (285085) $ ( 9,775) $(176,566) $ 15,989,019



SUNPLUSTECHNOLOGY COMPANY LIMITED

STATEMENTSOF CASH FLOWS

YEARSENDED DECEMBER 31, 2005 AND 2004
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash provided by
operating activities:

2005

2004

$ 2,398,355 $ 2,737,691

Depreciation and amortization 704,951 571,974
Investment loss recognized by the equity method 170,556 278,206
Gain on sale of long-term investments, net (35,166) (44,394)
Permanent |oss on long-term investments - 7,036
Unrealized (realized) intercompany profit, net 6,583 (3,123)
Unrealized (realized) royalty income (22,171) 31,430
Loss on disposal of properties 60 8
Deferred income taxes (83,652) (182,906)
Accrued pension liabilities 29,977 43,788
Net changes in operating assets and liabilities
Notes and accounts receivable
Third parties (688,168) (369,172)
Related parties 70,811 78,685
Other financial assets - current 328,454 (124,034)
Inventories 159,300 (1,459,407)
Other current assets (44,988) 19,590
Accounts payable 1,336,470 (77,251)
Income tax payable (434) (11,195)
Other current liabilities 48,869 235,004
Net cash provided by operating activities 4,379,807 1,731,930
CASH FLOWS FROM INVESTING ACTIVITIES
Decrease (increase) in short-term investments (290,327) 2,661,094
Proceeds from disposal of:
Long-term investments 107,454 175,716
Properties 1,043 712
Acquisition of:
Long-term investment (409,404) (336,188)
Properties (371,672) (333,067)
Increase in intangible assets (335,173) (278,529)
Increase in other financial assets - noncurrent (434,692) (85,960)
Decrease (increase) in deferred charges and others 4,343 (2,521)
Net cash provided by (used in) investing activities (1,728.428) _ 1,801,257
(Continued)
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CASH FLOWS FROM FINANCING ACTIVITIES
Increase in guarantee deposits
Cash dividends paid for common stock
Remuneration paid to directors and supervisors
Proceeds from exercise of sock options
Repurchase of treasury stock

Net cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR
SUPPLEMENTAL DISCLOSURE OF CASH FLOW

INFORMATION:

Income tax paid

Interest paid
NONCASH INVESTING AND FINANCING ACTIVITIES:

Reclassification of other current liabilitiesto long-term
investments

PARTIAL CASH INVESTING AND FINANCING ACTIVITIES:

Acquisition of properties

Increase (decrease) in payables to contractors and equipment
suppliers

Cash paid

Proceeds from sale of long-term investment
Receivable from sale of long-term investment
Cash received

2005 2004
$ 121053 $ 24,756
(1,750,509) (1,166,256
(49,004) (20,977)
192,319 -
(80,961) -
(1,567.102) _ (1.162,477)
1,084277 2,370,710
3430142 1,059,432
$ 4514419 $ 3,430,142
$ 60281 $ 89,838
$ 605 $ 3757
$ 2331 $ 4127

$ (394120) $ (343,012)

22,448 9,945

$ (371672) $ (333,067)
$ 107925 $ 175,716
(471) -

$ 107454 $ 175716
(Concluded)

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

NOTESTO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2005 AND 2004
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. ORGANIZATION AND OPERATIONS

Sunplus Technology Company Limited (the fiCompany0), established in August 1990, started its operations
in October 1991 and moved into the Hsinchu Science-Based Industrial Park in October 1993. It
researches, develops, designs, tests, and sells high-quality, high value-added consumer integrated circuits
(ICs). Its products are based on core technology in such areas as multimedia audio/video, single-chip
microcontroller and digital signal processor. These technologies are used to develop hundreds of products
including various ICs.  Liquid crystal display, microcontroller, multimedia and application specific.

The Companyds shares have been listed on the Taiwan Stock Exchange since January 2000.

As of December 31, 2005 and 2004, the Company had 1,131 and 1,004 employees, respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying financia statements are prepared in conformity with the Guidelines Governing the
Preparation of Financial Reports by Securities Issuers and accounting principles generally accepted in the
Republic of China (ROC). Under these guidelines and principles, the Company is required to make certain
estimates and assumptions that could affect the amounts of alowance for doubtful accounts, allowance for
inventory devaluation, property depreciation, amortization of intangible assets, impairment loss on assets
and pension expenses.  Actual results could differ from these estimates.

The Companyds significant accounting policies are summarized as follows:
Current/Noncurrent Assetsand Liabilities

Current assets are those to be converted to cash and cash equivalents or consumed within one year.
Current liabilities are those to be paid off or settled within one year. All other assets and liabilities are
classified as noncurrent.

Cash Equivalents

Commercia paper purchased with maturities of three months or less are cash equivalents. The carrying
amount of cash equivalents approximates their fair value.

Short-term I nvestments

Short-term investments are open-end funds, which are carried at the lower of aggregate cost or market
value. Declines in market value are recognized as a loss in the period of occurrence. An allowance for
losses is provided when the aggregate carrying value of the investments exceeds their total market value.
Any recovery of the market value to the extent of the origina carrying value is recognized as income.
Costs of the investments sold are determined using the weighted-average method. The market value of the
open-end funds is their net asset value on the last trading day of the reporting period.
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