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Outline

»What is Petrochemistry & Why is it so
Important to Modern Life

» Evolution & Statu Quo of Taiwan’s Petroleum
Industry

» How to lead companies towards
Transformation

» Taiwan’s advantages and models
» Conclusion
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WHAT IS PETROCHEMISTRY
& WHY IS IT SO IMPORTANT
TO MODERN LIFE
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Crude Ol

10,000 KTA Oil

100% Imported Refining
— 9,000 KTA Gasollne

>| Refinery

Mass balance Showing Petrochemical is

Standard of Circular Economics
Petroleum : Petrochemlcal 03:7

What you get from a
barrel of crude

Asphalt and
road oil (3%)

Petrochemical
feedstocks (2%)

Liquefied refinery
gases (2%)

Propane (2%)
Other (2%)

>| Cracker

1,000 KTA
Naphtha

|
_»Transportatm__» 93% ’

Industrial &
Heating Fuels

70/

— 500 KTA Ethylene

250 KTA Propylene
—— 60 KTA Butadiene

15 KTA Isoprene

Evolution or Revolution on Business Model
»Past: Gasoline as Majority
»Now: Dynamic balance between Gasoline &

Chemicals

»Future: Chemical as Majority?

All rights reserved
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Everything comes From a Barrel of Oil
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Cornerstone for Modern Industry
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Evolution & Statu Quo of
Taiwan’s Petroleum Industry
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SV swssensmss Statu Quo of Taiwan’s Petrochemical Industry

s
Manufactory Industr Chemical Industry

US$52 billion

Chemical
(Excluding Petrochemical)

US$403 billion

> Total gross output of manufacturing sector in Taiwan is US$403billion in 2015.

> Total gross output of petrochemical industry is US$52billion, or 13% of total
gross output by all industries.

» Total 1,062 Companies, 66,000 employees

» Domestic Sales : Export =55% : 45%

Source : Department of
Statistics, MOEA

All rights reserved



CPC Taoyuan
Refinery Keelung City
yaipei City
pei City
Petrochemicals ‘s Lienchiang County  Hsinchu
Location Iy
Yilan County

kinmen County
<€

N
235"

Y
BN
5= ‘qa>
T=Em
\/\¢/

Changhua County

FPG Mailiao Refinery
Plant with No.6
Naphtha Cracker

Taichung ity

Mantou Courn
wHualien Caunty

Penghu CEILIHT}.I' Yunlin County

— ©__ Chiayi City
CPC Refining and L. Chiayl County
Manufacturing -
. Tainan City
Research Institute e °F

Kaonsiung CIty 1o 0o caunty

Ren Da Petrochemical Pingtung County

Industrial Park

Linyuan Industrial Park
New No3. and No4.
Naphtha Crackers

BE¥- s Trends &Petrochemical Complex in Taiwan

(1. 99% of domestic consumptions
of coal, crude oil, and LNG are
Imported.

Petrochemical industry in Taiwan
has been developed since 1960°.
The current ethylene capacity is
about 4.0 million tons/year.

. Two Main Petrochemical
Complex Groups, i.e., CPC group
and Formosa Plastics
group(FPG), are developed.

CPC, FPG, CCP and USI
contribute ~60% of total
production value for
petrochemical industry in
Taiwan.

Chimei and LCY are the well-
known producers of ABS and

TPE worldwide, respectively.

\
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sES /<l AEEBALRG ML Prog reSS Of Talwan PetrOChemlcaIS

Replacement Reverse Downstream FPC Group Fast Growing High Value
Integration Move to China Added
<mmm——)
Initial Fast Environment FPC FPC Pursuit
Stage Growing  Impact Burst hindered  of HVA
1L HITE FEEEE R 5 lift the ban
LeaiL Of Cracker to

201s¢so m 20155281 i
2016&50:@ 2016&52.%*% Chi

AN -2015::&300%%& CPC #6
201610788 3 1.0 20165 3008 1 Cracker
20152153 9B 20152 22088

20167153, 9:%5 20163.220:11@5 CPC #3

2015223 8 & i ps Q2015565808

2016723 8 20165165.%!1@ Cracker Termination of

B b éum AR (BRI FPC KG Project

CPC #1 Mial io FPC #1 Set up of PIPO
Cracker Cracker
CPC #4 Cracker
WW No.12 EPC ::5
CPC #2 #3 racker
Cracker FPC #2
Cracker

All rights reserved



I aR
17 £/ e

Capacities of Naphtha Crackers in Taiwan (2016)

(kta)

Total Amount of
SR\,
/@\Y/r%\ CPC System

Total Amount of

Design
Capacity

Shutting down at the end of 2015

FPG System

2015 4 485 New NC3 + NC4 + NC5 +
Total Amount ’ FPG1~3

2016 1020 |° NC5 shut-down(End of 2015)
Total Amount ’ (Decrease 465)

Note: The productivity of ethylene is calculated by design capacity.
Source: Petrochemical Industry Association of Taiwan
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== saseaenss Chemical Industrial clusters in Taiwan

Northern Taiwan

0% B-FF ~ ATH ~ T
O LB BAATE R S ATR LG B G
FY I T —>
®4 7 Ril-% Ay (PET) ~ TiO2 ~ % ~ %% - 7 i
(PTA)

Central Taiwan

O -y & ?eﬁv/ it~k

oz it g}_%%{,p SER i B (W)

O A F-Y B S F iy

@4 7 Fifl- & pARiR(CPL) ~ %4 ¢ % (PVC) ~ B4 fiy
(PU) ~ ABSH% ~ 7 42 {o & fia (UP)

Southern Taiwan

WTE-ZHRCEK o a B2
Ozltf;’crﬂ‘w-pié?g % (ZHK) ~ B F P o (3 22)
w*%"”‘ S (F2R) ~ A E L R R(R )

fir? e ;'L‘g\%‘%é“’ S e RO rﬁ\

@@ TS R RR € %\;z@
o i ngqumti = " EL(PTA) ~ ABSHIE ~ = 7 ¥~ F 2 4%
F #2% (SBR) ~ % e f(PE) ~ B p % (PP) ~ ¢ = f%(EG)

Divided into 3 Maijor Group

®Pan CPC system: based in Kaohsiung
®FPC Group: Mainly Mia-Liao
Park/HsinKang Park/Renwu Park
®CCP Group: mainly Miaoli

All rights reserved
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Domestic Market & Industry Clusters

Northern Taiwan: i
Mainly ICT, Textile, !

Automobile, Medical Taipei City (Design Headguarterzv

Instruments industries « ICT(Acer, ASUS, Foxconn...)
: T T T T T T T | A _ + Automobile(Nextgen, Yulon...)
@-Hsinchu Science Park & Taoyuan County gt A ‘ - Biotechnology, Medical Instruments

« IC manufacturing

+ Optoelectronics

- Biotechnology

« Carbon Fiber Weaving: Chrong Yi Co. Ltd

Central Taiwan: :
Mainly Precision Machinery, i
Composite, Textiles, |
Automobile industries .

Industrial Park in Taichung &

Nantou County
e

« Semiconductor, Optoelectronics

« Sport Goods (Johnson, Giant..)

« FRP(Topkey, Rockey Composite, Pontex..)

« Aerospace/Wind Turbine Blade: AIDC/Swancor

Industrial Park in Changhua/
Yunlin County

\ 4
* Glass Fiber, Glass Fabrics(Taiwan Glass, NPC)

* Carbon Fiber(Formosa)

* Man-made Textile & Spinning:Formosa Taffeta

* Automobile: ARTC

Southern Taiwan Science Park &
Surrounding Industrial Parks

# . i i i
+ LCD cluster: Innolux Kaohsiung Linhai, Dafa Industrial

« Automobile Parts:TYG,TYC Park
+ Plastics & Plastic Processing: ChiMei Group B
* Petrochemical, Iron and Steel Industry
T T T T T T T T T T * Yacht: Horizonyacht

Southern Taiwan:

. : * Motorcycle: KYMCO
Mainly Screws & Nut, Metal,
|
|

* |CT: Catcher
Petrochemical, Yacht

industries All rights reserved 4
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Advantages for Taiwan’s Petrochemical Industry:
Complete Supply Chains and Clusters

. Materi_als Devices High-tech
Petrochemical Used in Products

Products Devices

yacancy I
suppPly
~Chain o

Taiwanh
\ndustries

Source: ITRI-IEK.; MOEA R.O.C.-PIPO(2011/06)

15
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Challenges of the Petroleum Industry

’ ude oil p Shale gas in US and coal
and limited resources chemicals in China

/_,/-—_\-»,
) ~ IMPACT ON PatISTONS T EITICT TG LOUTLHES
: Ecologlcall and PETROCHEMI (Middle east, C_hlna, ASEAN,
environmental concerns CAL INDUSTRY India)

Lack of New Water scarcity
2] arge Petrochemicalg and limited land
Industry Park
Constraints

Termination of Restriction on nvironmenta

Kuokuang CO, emissions assessment
Petrochemical |

project X
Secure Market by Fast to Market
+
HIGH VALUE-ADDED IS THE ONLY
SOLUTION. 16
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A /S zmxnuﬂmﬁgvernment POIicy_ High VaIUE'Added
Petrochemicals

F's Increase GDP by NTD $600 Billion

v Achieve 30% of Value-Added Rate (VAR)! for
individual high value-added petrochemical;

v Achieve 20% of VAR for overall petrochemicals in
20207

Increase overall R&D Increase overall R&D
expenses to 1% in 2016 expenses to 2% in 2020

Note: 1. See the appendix for the formula for VAR.
2. VAR for overall petrochemicals in 2012 is 12 %.

17
All rights reserved



How to lead companies toward
Transformation
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How USA Transforms_1

I North America vs. Middle East

ll. Grade slates (*some examples)

Polyethylene
S 125 i :

i 205 g 8
Ch 1 ::ﬂpﬂ

S Dow = 189 EGUATE 11

Different strategies on the market therefore, different focus on sales (direct sales vs
traders/off-takers; specialties + commodities vs pure commodities)

North American companies will push more for Western Europe sales, reshaping
Middle Eastern sales to China and Africa

30 APIC 2014 @TUWNSEND
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How USA Transforms_2

I North America vs. Middle East

[I1. Plant sizes

North America average PE line 200kt ] { Middle Eastern average PE line 450kt

—~—g——

Today, GCC plants run smoothly, low
number of grades, world scale and quick
and efficient transitions

3 years from now, American companies will be able to:
(1) Maximize operations — commodity grades in the new word scale plants

(2) Maximize specialties — small units to produce high value added products

(3) Shut down or mothball units, controlling supply/demand

a1 APIc 2014 ZATOWNSEND
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How BASF Keeps Innovative Power

| 2013 BASF Revenue:74.6 B EU(2.93+ # 2 %) » Ethylene Capacity: 3,400 KTA |

BASF KSF: Business Segmentation . | |
- Basic Functional Functional Agricultural Oil
> Economlc Scale Chemicals Chemicals Materials Chemicals

» Vertical Integration ‘ ‘
> Lean Production |
» Process: Green & ' ‘

High Efficiency 239, 219% 23% 7 20%
= - - Divisi
» Product : Functionalization | .., 2&r% PR AP E
“Mor -F T R -5 4 /A KO -1 4 ARR 3 B2 RF e
e - FHEAH -5 EHE R B R £ ) g 1
- A - it 5 A
AR 2 - R

' The 6% of sales not shown belc

Open Innovation

E;search BASF Rules of Innovation:
University _ N — Globalization
: Chemical : Nienli
. \(\ Multi-Displine
Process Market Driving
Bio BASF Advanced » >70 Application Research Centers
Tech “isE=r ) Materials » Open Innovation : JD with >300
. Research center
JVor JD agricultural » Open Platform: with potential
with High Industry customers

Tech,~ \

siness All rights reserved 21



e saneennse Jananese Way  Portfolio Analysis

Starting from Core Competence
Mfg.Oriented =Marketing Oriented (Forecasting of future Life Style)
Mfg.Oriented = Technical Oriented (solution provider: as a platform)
From materials = Devices = System key components (functional Sheet/film)
From Industry =Health care

14%

< 12%

-—

F 10% Industrial
g}: 8% Products

Functional
Chemicals

6%

4% Basic
Chemical

Consumer
Products
2%

0 5 10 15 20 25 30
Revenues (1,000 Billion Yens)

(Analysis based on 74 companies Rev. >50 B Yen)

74k J:IDB\NRI All rights reserved
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Japanese Way: Nitto Denko

Enlarge Domain by Three

o Developing New | Create New
Application Product » Need
Need

Product (Line) k

: Developin
# wze  |EXisted NeV\F/) )
B o3 - AN :
I /t/ Business Application
A AEE TR R | 3R {5 AT g
]fﬁ. B £ i T ¥ »Fmé
> v
N
e el ATH R
! & -FJE I
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Innovation In Composites

Figure 17: New polymers continue to emerge, mostly
driven by new combinations of old monomers

Innovation in plastics ===#===_New polymers from new monomers
mil == New polymers from new
= PPS * HDPE combinations of old monomers
= POM = ABS or polymers
= PAR = PAN
* PTFE = Epoxy
" EPM - PBI cocC PVC/CPE
0 SI u u
Number 15 - . CPDM = Stcones _»* VLLDPE = PA/PRO/PS
of new _ 7 = synd.PS = PA/HDPE
products = synd. PP = SMA/ABS
7 = PBT/LCP = POM/PUR
/7 = PC/ASA * PBT/EPDM
10 = PP/PA = PP/EPDM/HDPE
PC/ABC = PVC/ABS
PC/PBT = PVC/EVA
PET/EPDM = PS/PPO
PP/EPDM = GFK
5 L
PEEK = PI = PC
- PES = PEl = PPE
= PvC. = PVC/NBR \“m*JEQ
0 I - 1 I I ]
1900 1920 1940 1960 1980 2000
Potential market size
for new polymers

20145F 3 fs « ZrfIZEES (ELLEN
Source: MACARTHUR FOUNDATION) &= s 3= X it
REEREEAE "BEOQBEESE 5
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Taiwan’s advantages and models

25
All rights reserved
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LEWE svansnnnmnss Fiber comes to sunset or Keeps Growing

2 v >

Q) BEs=Z Far Eastern_Shin Pu
0BT ER G EERESN 2P A S2T6, 1338 (PRELN KR : Factories
PCI) » 81201 24F125EAEM - hE T2 EB223ENE + (RS2 HAELHAT o
SEANEESEPITREESE CERELETIGE) - KEVIZERREEEH
SHE  BESEAE(LT0% 0 FREEPET(LH30% © c o
DEBEPET a_pacmes.
BEPITRARES A ESBRELE 5 190ERTERE RSP A e B EE Shin Pu 400 KTAPET
0 FAK © BREEERE « BT R ESAUR A o AN - T BRI S  AE MR - i
e Lin Yuan : 350 KTAEG
EXOPTRESEENAE B AZ . IF  BE SASEREL BUE YanZoe: 400 KTAEG
REERRE 2R HLET BEE STELEV WISV BEmE & Kang Yin: 700 KTA PTA

fof Ao

HE=E -

OmE#E Total : >2,000 KTA PET >

RO A RS AT a0 3E2 S B L E 44 H68% » Hesa TR ( WW No 5
B FE5 #)F=F (LE2EELRETR—FEZNMN - EE2EEF U LIFESESEA
= . 013FERIRESL, H28ENE « RETIESS « BRESSmHAL -

2013 F 2B ELERS, 0508  (HET% CHNESERF2TRY - hEEEE
ﬁéﬁ%%fﬁ, 318%@& ! iﬁﬁmiﬂ—:l—%}ﬁEB% y ﬁﬁ?%ﬁ‘xé%?{i% o ﬁ%%ﬁﬁ%fﬁ%ﬁgﬁ%n@g ) /J\
D3N FIREIREE - All rights reserved
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LN s MIUCH MOTe than just Fiber: PET

denier : 9000 meters length fiber how much weight
Wool ; 15 denier / Silk : 1 denier

Starting From Clothes = PET Synthesis= Then Produce EG & PTA

2nd Curve:
Mass Production moves to China
Talwan High Valued Development
OFunctional Fabrics
OFood Packages & Industrial Packages (Bottles /Films /Sheets)
OOptical Films

3" Growing Curves on-going:

PET=PBT=TPEE

From Consumer = 3C =Railway Industry (Advanced Infrastructures)

All rights reserved
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S s Erom Materials to Device: TPEE
Application: Health care Elastomers/

Vehicle-anti vibration/ Sport Shoes

End user

Prod'cts
S, R Anti Vibration

— Application service
Parts PP —

A{/‘
. AA/A{

—> Materialsand

- : :
ﬁ'l_aj’ ‘f&J‘E ~_Mechanical Design

@B AntiVibration
Soft s Dpvice

Hard Hard

!;“Q’.-_.mmg,emem _~— Fine Polymerization Process "
Control

Elastomers

— Key Issue: High Purity Polyol

28
All rights reserved
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Another Talwan Miracle : From Space to Shoes

HzC
. “\"H}:

H H

CH

:'
) E: H At C:: & My C.‘- ) I
- c A i c
"‘-\-..g-"f Rﬁ-"" ‘3',,5[.:-‘ "H-‘Ef "-.E,-"" “-‘l:I;H-"’ ““-H?Il,v" Sl ; . : CH2
HI: Cb‘""l::H Hcf.s'-"':“'-.;H H}—"""C\EH |,C¢(:"'§H S E CH?.—CH?_CHZ ‘CHz'B—,,,"E‘ LH;“"(I:H—_‘}—,,S
l.:.l i )
HE. DM

IIC%

S CHy—CH~CH—CH, 3, = CH; -CH3-,§ %ﬁ
CH

H

cH | i __q_ﬂ’,CH

e | o
SBR =
= SEBS
SBS
Initial Developed by TWN On Going Note
SBS by Philips | Replace PVC on Shoes | Waterproof Mat
SEBS Replace Rubber/Poly Sport Shoes/ 3D Printing
blend with EVA
29
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https://en.wikipedia.org/wiki/File:SBSstructure.svg
https://en.wikipedia.org/wiki/File:SBSstructure.svg
https://en.wikipedia.org/wiki/File:CrystTPE.svg
https://en.wikipedia.org/wiki/File:CrystTPE.svg
https://en.wikipedia.org/wiki/File:SBRwithexplicitC.png
https://en.wikipedia.org/wiki/File:SBRwithexplicitC.png
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http://www.google.com.tw/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwj2wbXNuZ_XAhUGO7wKHSp4ADkQjRwIBw&url=http://blog.sina.com.cn/s/blog_66d5c725010188cq.html&psig=AOvVaw1YGsLcjbEiFtoJWhGosRGD&ust=1509696942492673
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From Rubber To Optical Polymer

CBC: Cyclic Block Copolymer

Hard Soft Hard

L J ] H

A } , * CHA
H Z\ (7 x]
— e Catalyst
Styrene-Butadiene-Styrene Block Copolymer, SBS Cyclic Block Copolymer, CBC, PCHE-EB-PCHE
CBC-COC & COP
Winyd
nuhfmerizaticm/

Ethene

CH——CHy n
9 COC (Cyclic Olefin Copolymer):
: TAP (Topas), Mitsui (APEL)
Ring opening

metathesis
pokmerization

m m
. Hydrogenation

: ) COP (Cyclic Olefin Polyn:er}: 30
?Lﬂ5| B > Zeonﬁ(Zetonex, Zeonor), JSR (Arton) A rights reserved
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1960 PMMA Processing

On Going Revolution of Chi Mei_1

¢ . LR h -
- . - ] i ,
\ B.ia ™
} . — .
N | N -
" o ) ‘ .
» R ERERE Y s » )
| :

1965 PE Processed (Chi-Lin/JV 1968 Poly Chemical PS

with Mitsubishi) Polymerization
Year Products Notes
1969 GPS/HPS/EPS
1976 Produces ABS monthly capacity of 200 tons
1980 PMMA pellet and panel Acquires technology
1981 Produces AS
1994 | ABSWW No.1 annual capacity exceeds 800,000 tons
1995 Produces TPE
1998 Produves LCD chemical
1999 Produces PC CO2 process/JV wiyh Asahi Kasei/a new "non-
phosgene, no solvent" method
2009 phosphor used in LEDs

(= = §

All rights reserved
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Chi-Mei: A Leading Innovator_2

Plastics

\ »ABS
»PS
»PC
»PC Alloy

>PMMA

Rubbers

»ASA
>Q-resin

*M

w

Electronic Materials

»Optical PMMA Resins
>Optical PMMA Sheet

>Optical Diffuser Plate

>Phosphor

Specialty Chemicals

>Photoresist

»Polyimide

>»Wet Chemicals

All rights reserved

32



,7_ @ik
17 2/ .

PS+PMMA made LCD Bigger but Thinnest

Issue
Poor size Stability and Humidity
resistance of PMMA

Chi-Mei Solution:
Block copolymerization with MMA
and Styrene

Records:
> Applied 13 Patents (3 approved)

> Light guide plate > 60 % WW market
share

All rights reserved
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T saseenes-@SNION 1S MY N@ame! Circular Textiles in Taiwan
R AR S BIHRE R T=

¢ H—MEHABOEMRI  FIBLG &A%
RMMEESMKERHEOBM » BRZ2R “,'.

{H'a"'ﬁ'éiaﬁﬁi Edﬁfﬁﬁnu° ”“ ac«amw»ﬂ
o 008FEFHBLEHE—HEKNE O '@
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2 1T ! 4
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Fashion is my name! Circular Textiles- adidas

adidas¥® 3z 4 >+ £| & %k FParley
Pt LT g - Eod R
PP foiFE Pl s Rl @ d i o
¥5 % > adidasdt I eIk (18 $ FEik -
VLR T B R T S Rk s EEg 3
P AEE A P Red I gk h
o B EERCK-E Y B BT Y
LR o AR A H g R 2 AR
A ¥ 4o @ HadidasKiEiZ € &
2016F B 4nid * iR miTs Rit

E-TPU#s & it Bt engfiziehkake B> S8 ABEL AP 7 5 &0
{7 2_ Adidas Energy Boost ia¥: ( "Bk 5 i)
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Conclusion

36
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WL 5155 maraomes Why ChOOSG Talwan?

6. Incentives Programs

Supply Chain

Investment

2. Domestic & Overseas

Meriet Advantages

5. Tax Incentive

3.Access to Skilled
Talent & Solid Industry

4.1P Protection

EXxperience

2
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e susaemse £t t0 Market (From Bench to Demo. Plant)
Initiative: A Comp. has developed a new catalyst and tried to apply
this catalyst to produce a Optical Polymer

Stage Location Progress Comment

Lab. Scale | Acomp. Select suitable catalyst A comp. RD
and proper condition

Bench Taiwan/ITRI Optimize catalyst A comp. applied and
approved by TWN
MOEA RD Center

Project

Pilot Plant | Taiwan/B comp Pilot Funded by MOEA
Pre- A comp + C/D/E Taiwan Light guiding plate Funded by MOEA
Marketing users Optical compensation

film
Licensing A comp Licensing to G Start commercial test Funded by MOEA
and Demo G comp gained a pilot plant | with end users (under
Plant funding from MOEA going)

All rights reserved
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WL Grassnnnmmer 5 Steps of R&D Strategy —
High Value-Added Petrochemicals Promotion

* To Cultivate R&D Talents

: * To improve R&D Ability of Enterprise
Establish R&D Center

Organize Alliance

for Key Material Research resource to develop key material

A vertical integration of industry research |

@

Assist Pilot Production

To establish pilot plant
» To reduce risks as final formal production

e

Product Application Research extending final application

Organize Alliance for » To integrate downstream industry for |

Assist to set To remove barriers of manufacturing plant
Manufacturing Plant investment and establishment

Source: PIPO, MOEA
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3

Government R&D Incentives

1. Special Tax Refund for High Level R&D Investment

—Part of R&D investment can be applied for a tax refund (Max 15%).

Tax Credit Rate Total Corporation Credit Amount

15% 30%
2. Encourage Taiwan Companies to establish R&D Center Project

—To support a hiring of R&D talents and of consultant
3. A*Industrial Innovation R&D Project

— To support joint venture (R&D) between with companies and/or with 1 company

and 1 research institution
4. Global Innovation Partnership Initiative Project

—To support foreign companies establishing R&D centers which links local

industry

5. The Promotion Project for Insufficiency Link of Key Chemical Materials
— To support companies for investment in R&D and trials for pilot program

Source: IDB, Doit of
MOEA’ anq\lMQtEreserved
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|P Protect

foliceman Of >
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docu rotect

® Enacted Intellectual Property Court
Organic Act and Intellectual Proper
Case Adjudication Act.

an invention P
de of held

ynds

® Intellectual Property Court In @
\ /

operation. Organized Intellectual
Property Rights Police Team

® Mature and complete trademark, \
patent and copyright laws. ’ '\
<
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Tax Incentive

® Corporate income tax is reduced from 25% to 17%, starting from the year of 2010.

® Offset or Refund of Duties and Taxes for Raw Materials for Export Products

» Tax for the imported raw material processed in Taiwan for exported could be
offset or refunded.

8
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Incentive Programs
® R&D Subsidies

15% of a company’s R&D expenditures may be claimed as a deductible expense
against the current fiscal year’s payable business income tax.

® Tariff-free treatment for importing specific machineries

Importing machinery which can not yet be manufactured domestically may
enjoy tariff-free treatment.

® Tax exemption on licensee fees paid overseas
A company imports new production technologies / products which uses patent,
trademark, or other special right owned by a foreign profit-seeking business
may enjoy tax exemption on the licensee fee paid to the foreign profit-seeking

business.

9
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B "......... GlODAl INNOvation Partnership Initiatives

R & D Incentive Programs_2

Actively importing foreign corporations to establish R&D

energy in Taiwan in order to strengthen/extend the global

layout of industrial chain of our country

business to co-
construct
industrial eco-

system
% y

Actively . 3
imp orti‘n g Connecting with
teriationsl mutually beneficial
BT sy multi-national
\ s \corporations
(Cooperating - : )
z : Expanding the
it domestic R&D investment

in Taiwan to
Establishing new connection with global value | facilitate the birth

chain and enhancing the advantages and
technologies of domestic businesses in order to
bring in new business opportunities J

of new businesses
\_ »,

-
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- . GlODAL INNOvation Partnership Initiatives
R & D Incentive Programs_3

R&D Subsidies

Subjects of Subsidy:

Salaries of R&D personnel

Consultant fees

Foreign expert payments

Travel expenses

Expenses of consumable equipment and raw materials

Technology transfer fees. commuissioned research fees, verification fees
Overseas training expenses

R&D equipment use fees

R&D equipment maintenance fees

0 O O QG O O C O

Budget Allocation:

¢ The maximum amount of project subsidy budget shall not be greater than
50% of the total project budget. The subsidy for each joint company shall
not be greater than 50% of the project budget of that company. and the
remaining fund should be raised by the applicants.

10
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Talwan, your best partner
in Petrochemical Industry =

InvesTalwan
Your gateway to the Asia &
World !

Maybe Now you can ol -
Call me David Go A Way.
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