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Phison Electronics Corporation
Procedure for the 2014 Annual Meeting of

Shareholders

Call the Meeting to Order
Chairperson Remarks
Company Reports
Matters to be accepted
Motions to be discussed and Election
Extemporaneous Motions

Adjournment



Phison Electronics Corporation
Year 2014

Agenda of Annual Meeting of Shareholders

Time: 9:00 AM on Tuesday, June 17, 2014

Place: 1F Meeting Room, No. 1-1, Qun-Yi Road., Jhunan, Miaoli,
Taiwan

Call the Meeting to Order.
Chairperson Remarks

Company Reports

1. 2013 Business Report.
2. Supervisor’ Review Report on the 2013 Financial Statements.
3. Implementation of Investments in the PRC.

Matters to be accepted

1. Adoption of the 2013 Business Report and Financial Statements.
2. Adoption of the Proposal of Distribution of 2013 Profits.

Motions to be discussed and Election

1. Amendment to the partial articles of the Articles of the Corporation.

2. Proposal for a cash offering by private placement.

3. Amendment to the “Procedure of Acquisition and Disposal of
Assets” and “Procedure of Engaging in Derivatives Trading”.

4. To elect the new Directors and Supervisors.

5. To release the Directors' non-compete restrictions.

Extemporaneous motions

Adjournment



Company Reports

Report No. 1

2013 Business Reports.

Explanation:

The 2013 Business Report is attached as page.18~21, Attachment 1.

Report No. 2

Supervisor’s Review Report on the 2013 Financial Statements.
Explanation:

The Financial Statements of 2013, Nonconsolidated Financial
Statements  (Including  Nonconsolidated  Balance  Sheet,
Nonconsolidated Statements Of Income, Nonconsolidated
Statement Of Changes In Shareholders” Equity and
Nonconsolidated Statements Of Cash Flows) and Consolidated
Financial Statements (Including Consolidated Balance Sheets,
Consolidated ~ Statements = of =~ Comprehensive  Income,
Consolidated Statement Of Changes in Equity and Consolidated
Statement of Cash Flow) were audited by CPA, incorporated with
the annual business operation report and the earning distribution
of 2013 were reviewed by the supervisors. Please refer to
attachment 2 (page 22) of the Supervisors’ review report which

submit according to the Article 219 of Company Law.

Report No. 3

Implementation of Investments in the PRC.

Explanation:

Until 2013/12/31, the Company had through the subsidiary in
Samoa “GLOBAL FLASH LIMITED” invested “# & (iF3¥")7



*T 2> @ ”(Phisontech (Shenzhen) Limited). The total amount of
investment is U.S. $790,000 the same as 2012. Please refer to
attachment 3 (page 23).



1.

Matters to be accepted

Proposed by the Board

Proposal:

Adoption of the 2013 Business Report and Financial Statements,

please be accepted.

Explanation:

(1) Phison Electronics Company’s Financial Statements of 2013,

Nonconsolidated Financial Statements (Including
Nonconsolidated Balance Sheet, Nonconsolidated Statements
Of Income, Nonconsolidated Statement Of Changes In
Shareholders” Equity and Nonconsolidated Statements Of
Cash Flows) and Consolidated Financial Statements
(Including Consolidated Balance Sheets, Consolidated
Statements of Comprehensive Income, Consolidated
Statement Of Changes in Equity and Consolidated Statement
of Cash Flow), were audited by independent auditors, Mrs.
Wang En Wen(2 %k ¥) and Mr. Fan Yu Wei(j= 3 f¥) of
Deloitte & Touche. Also Business Report and Financial
Statements have been approved by the Board and examined

by the supervisors of the Company.

(2) The 2013 Business Report, independent auditors” audit report,

and the above-mentioned Financial Statements are attached
in the Meeting Agenda, attachment 1 (pagel8~21) and
attachment 4 (page24~38).

Resolution:



2. Proposed by the Board

Proposal:

Adoption of the Proposal for Distribution of 2013 Profits, please

be accepted.

Explanation:

(1) The net profit after taxes of the Company for Year 2013 are
NT$ NT$3,170,542,617. The Company prepared the proposal
regarding the distribution of profits for Year 2013 according
to the rules of the Articles of the Corporation. The table of

earnings distribution of the Company for Year 2013 is

proposed as below :

Phison Electronics Corporation
PROFIT DISTRIBUTION TABLE

Year 2013
(Unit: NTD $ )
Items Total
Beginning retained earnings 4,398,314,514
Less: Using the IFRSs affect the amount of undistributed
. 17,952,030

earnings (Remark 1)
Beginning retained earnings after adjusted 4,380,362,484
Add: Actuarial gain arising from defined benefit plans of 531,961
Year 2013
Retained earnings after adjusted 4,380,894,445
Add: net profit after tax of Year 2013 3,170,542,617
Less: 10% legal reserve 317,054,262
Less: Setting aside the special reserve under the law 2,239 962
Distributable net profit 7,232,142,838
Distributable items:

Dividend to shareholders-Cash(Distributed NT$10 per
share) 1,804,739,930
Unappropriated retained earnings 5,427,402,908

Remark:




1. This number is using the IFRSs affect the amount of undistributed earnings
until 12.31.2012. (Including the company first time using the IFRSs affect the
amount of undistributed earnings on Jan. 1. 2012 and the IFRSs and ROC
GAAP difference for retained earnings.) Regard to the undistributed
earnings adjust, please refer to our financial statement of year 2013.

2. Compensation of directors and supervisors : NT$22,068,080
Employee bonus sharing : NT$380,000,000.

3. Total Distributable Amount : NT$2,206,808,010
A. Compensation of directors and supervisors : NT$22,068,080 is 1% of total

distribution amount.
B. Employee bonus sharing : NT$380,000,000 is 17.22% of total distribution

amount.
C. Dividend to shareholders : NT$1,804,739,930 is 81.78% of total distribution
amount.
Director : Manager - Financial Manager -

(2) The shareholder cash dividends of NT$1,804,739,930 are
allotted to the shareholders recorded on the shareholders’
register roster on the Base Day for cash dividend distribution
and are distributed in proportion to the amount of their
shares hold. The proportion is NT$10 for every share. The
above distributed amount per share for Shareholder
Dividend was calculated based on the total actual
outstanding common shares of the Company as of March 26,
2014 180,473,993 shares. Upon the approval of the Annual
Meeting of Shareholders, it is proposed that the Board of
Directors be authorized to resolve the ex-dividend date and
other relevant issues. In addition, in case that the actual total
outstanding shares of the Company on Base Day for cash
dividend distribution(Ex-Dividend) changes, the Board of
Directors be authorized to adjust the cash to be distributed to
each share based on the number of actual shares outstanding
on the record date for distribution. Regarding the actual list

of distributing cash bonuses to employees will be decided by

-7




authorized management and will be carry out after

approving by the Remuneration Committee of the Company.

Resolution:



Motions to be discussed and Election

1. Proposed by the Board
Proposal:
Amendment to the partial articles of the Articles of the Corporation,

please be discussed.

Explanation:

In order to meet the requirements of business operation, the
company will revisions the partial articles of the Articles of the
Corporation. Regarding the revised articles of the Articles of the
Corporation, please refer to Attachment 5 (page 39~40) amendment

comparison table for the Articles of the Corporation.

Resolution:

2. Proposed by the Board
Proposal:

Proposal for a cash offering by private placement, please be discussed.

Explanation:

1. In order to introduce of the strategic investors and to strengthen the
long-term business relationship with the strategic partners, to
contribute the Company’s business development and meet the
requirements of the Company’s operation plan, after considering
the timeliness and simplification of raising the capital and bringing
in the strategic investors, we proposed to conduct the private
placements of new common shares with specific subscribers
according to the Article 43-6 of Securities and Exchange Act and
related regulations. The Company proposed to issue not more than
50,000,000 new shares of privately placed shares, and the new
issued capital of the Company will not be increased more than

-9.
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NT$500,000,000. The face value per share is NT$10, and all new
shares are common shares.

2. According to the Article 43-6 of Securities and Exchange Act and
Directions for Public Companies Conducting Private Placements of
Securities, the explanations are as below:

(1) The basis and rationale for the setting of the price:

A. For setting the offering price of privately placed shares, the
offering price shall be not lower than 80% of the higher price
of the following two calculations:

(a)The simple average closing price of the common shares of the
Company for either the 1, 3, or 5 business days before the
price determination date, after adjustment for any distribution
of stock dividends, cash dividends or capital reduction.

(b) The simple average closing price of the common shares of the
Company for the 30 business days before the price
determination date, after adjustment for any distribution of
stock dividends, cash dividends, or capital reduction.

B. The final date of price determination date and final price of
privately placed shares was authorized the board directors to
decide according to the condition of the actual specific
subscribers and market situation.

C. The method of setting the offering price is based on the rules
of Directions for Public Companies Conducting Private
Placements of Securities, and because the privately placed
shares can’t be freely transferred within three years and
considering the business benefit from cooperating with the
strategic partners, so the method of setting the offering price
is rational.

(2) The means of selecting the specified persons:

A. The Company will decide the actual specific subscribers
according to the regulations of the Article 43-6 of Securities
and Exchange Act and other related regulations, and will be
limited to the strategic investors.

B. The subscriber will be limited to the strategic investors:

-10 -
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(@) The method and objectives of selecting the subscriber: The
Company will choose the strategic investors who can
provide assistance to the Company in terms of enlarged
market, or increased product efficiency, or enhanced skills.

(b) The necessity for that selection: The Company can enhance
long-term competitiveness and operational efficiency of the
Company through the business cooperation of strategic
investors, so it's necessary.

(c) The anticipated benefits: With the advantage of the strategic
investors’” experience, products technology, knowledge,
brand reputation and market access, such as through
strategic cooperation and joint product development,
integrated marketing, or business development and
cooperation are expected to help the Company to reduce
product costs, improve product technology, expand the sales
market, to enhance the Company's future operating
performance.

C. There are no confirmed subscribers now.

(3) The reasons necessitating the private placement.

A. The reasons for the necessity for conducting the private
placement, specify the reasons for not using a public
offering : Considering the capital market conditions, the issue
costs, timeliness and feasibility of financing by way of private
placement, as well as the method of private placement have
the characteristics of quick and simple procedure of offering
new shares and the limitation of transferring shares for 3
years, that can more ensure the long-term relationship with
the strategic partners. So, we decided to conduct the method
of private placement instead of the public offering.

B. The limit on the private placement: Issue not more than
50,000,000 new shares.

C. The use of the funds raised by the private placement and the

anticipated benefits : This private placement of new common
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shares may be carried out in 1~3 times in installments (not

more than 3 times).

Carried out
times

The use of the funds raised

Anticipated benefits

carried out 1
times

With the industrial big plant for
the strategy partner,
simultaneously enriches transport
business circulating capital and
needs in accordance to the
company long-term transport
business development.

Reduces = management
risk the company, the
strengthened finance
structure, will promote
this company future
benefit of the transport
business achievements.

carried out 1~2
times

2 times all “With the industrial
big plant for the strategy partner,
simultaneously enriches transport
business circulating capital and
needs in accordance to the
company long-term transport
business development.”

2 times all “Reduces
management risk the
company, the
strengthened finance
structure, will promote
this company future

benefit of the transport
business achievements.”

carried out 1~3
times

3 times all “With the industrial
big plant for the strategy partner,
simultaneously enriches transport
business circulating capital and
needs in accordance to the
company long-term transport
business development.”

3 time all “Reduces
management risk the
company, the
strengthened finance
structure, will promote
this company future

benefit of the transport
business achievements.”

(4) There is no significant change in managerial control within the 1

year period immediately preceeding the day on which the

board of directors resolves on this private placement plan. And

the Company proposed to issue not more than 50,000,000 new

shares of privately placed shares that will be within 22% of the

new total capital after conducting this private placement plan,

that will have a positive contribution to the Company's business

development. The Company expected there will be not have

significant change in managerial control after the introduction

of strategic investor through private placement.

(5) Other items:

A. In principle, the right and the obligation of the privately

placed new shares are equivalent to the common shares

which have been issued by the Company. However,
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according to the Article 43-8 of Securities and Exchange Act,
the privately placed shares may not be sold within three full
years since the delivery date of the shares. After three years
since the delivery date of the shares, the Company will
arrange with the chief authorities for a public offering and
listing on the stock market for the privately placed shares,
according to the regulations of Securities and Exchange Act
and other related regulations.

B. After the related items of private placement of new common
shares being agreed by the shareholders meeting, the Board of
Directors will be fully authorized to handle and execute the
whole plan and the other matters concerned or any items
need be changed.

C. In addition to above authorization, the shareholders would
authorize the Chairman to sign, negotiate changes to all
relevant contracts and documents of the private placement of
new shares, and handle all related items of issue the privately
placed new shares.

(6) According to the Securities Future Investors Protection Center
Letter bearing reference number 2014.4.21 Zheng Ba Far
1031000920, the explanations as follows:

To strengthen and engage in a marketing and technology
cooperation or alliance with major companies for leading
technologies and more market shares, and meanwhile for the
long-term cooperation with the strategic partners. The Company
proposed to engage with strategic investors through private
placement of issuing common shares to supplement the
Company’s operating and market development.

Though, in the consolidated balance sheets in 2013 cash and cash
equivalents is NT$7,533,236 thousands on December 31, 2013 and
Net cash provided by operating activities is positive NT$1,282,474
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thousands in consolidated statements of cash flows. For cash and
cash equivalents, NT$2,206,808 thousands for dividends to
shareholders, bonus to employees and remuneration to directors
and supervisors, the balance of NT$5,326,428 thousands is for
normal operation using, which is 1.99 times to monthly average
net revenues. Besides for the Company to well prepare for a
more prosperous industry and to enhance competitiveness to keep
the leadership in Flash industry, the Company plans to mass the
investments of products research and development to speed the
production of profitable new products. By introducing conducive
strategic investors, the Company will expand its product lines and
markets; hence the Company should raise funds to meet the future
operation needs.

There is no significant change in managerial control within the 1
year period immediately preceeding the day on April 11, 2014
board of directors resolves on this private placement plan. And
the Company proposed to issue not more than 50,000,000 new
shares of privately placed shares that will be within 22% of the
new total capital after conducting this private placement plan, will
be carried out in 1~3 times in installments and hope can raise the
change of different strategic investors, and dispersed subscription
opject of this private placement, reduce the probability of a result
of the private placement and the right to operate significant
changes to ensure that existion shareholers” equity. The future of
the company looking for a strategice investor will be raised prior
consultation with the subscribers, with the right to operate
without a significant change occurs in that will have a positive
contribution to the Company's business development. The
Company expected there will be not have significant change in
managerial control after the introduction of strategic investor

through private placement.

-14 -



Resolution:

3. Proposed by the Board

Proposal:
Amendment to the “Procedure of Acquisition and Disposal of Assets”
and “Procedure of Engaging in Derivatives Trading”.

Explanation:

(1) According to the “Regulations Governing the Acquisition and
Disposal of Assets by Public Companies” and the needs of the
Company’s operation, the Company proposed to revise partial
articles of “Procedure of Acquisition and Disposal of Assets” and
“Procedure of Engaging in Derivatives Trading”.

( 2 ) Please refer to Attachment 6 (page 41~65) amendment
comparison table for the “Procedure of Acquisition and Disposal
of Assets” and “Procedure of Engaging in Derivatives Trading”.

Resolution:

4. Proposed by the Board
Proposal:

To elect the new Directors and Supervisors

Explanation:

(1) The three-year term of 7 directors and 3 supervisors of the Board
will be end on June 14 2014. Accordingly, the company proposes
to duly elect new Board members at this year's Annual Meeting
of Shareholders.

(2) According to Article 13 of the Articles of the Corporation, the

shareholders” meeting shall elect 7 directors and 3 supervisors.

-15 -



Their three-year term will start from June 17, 2014 and conclude

on June 16, 2017.

(3)According to Article 13-1 of the Articles of the Corporation, a total

of 2 independent directors shall be elected from the nomination

list prepared by the company. The qualification of the 2

nominated independent directors has been reviewed by the

Board meeting on March 26 2014. Personal information of the 2

nominees is as follows:

No.|Name [Shareholding

Education ~ Experience and Present position

5
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Voting

5.

Proposal:

Proposed by the Board

To release the Directors' non-compete restrictions

Explanation:

(1) According to the Item 1 of Article 209 of Company Laws, a

director who does anything for himself or on behalf of another
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person that is within the scope of the company's business, shall
explain to the meeting of shareholders the essential contents of
such an act and secure its approval.

(2) Due to the Directors of the Company may invest or operate other
companies which operate in the same or similar scope of the
Company's business and act as the directors of these companies,
in order to match the actual business need, the Company
proposed to release the Directors' non-compete restrictions, as
long as such release does not cause the infringement and
damage of Company's benefit due to the director's personal

conflict of interests.

Resolution:

Extemporaneous Motions

Attachments

-17 -



[ Attachment 1)

Phison Electronics Corporation
2013 Business Report
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[ Attachment 2]

Supervisors’ Review Report

To:
The 2014 regular shareholders meeting of Phison Electronics Corp.

The Board of Directors has prepared the Company’s 2013 Business Report,
Consolidated and Nonconsolidated Financial Statements (Including Balance
Sheets, Statements of Comprehensive Income, Statements of Changes In
Equity, Statements of Cash Flows). The CPA firm of Deloitte & Touche was
retained to audit Phison’s Financial Statements and has issued an audit report
relating to the Financial Statements. The Business Report, Consolidated and
Nonconsolidated Financial Statements and profit distribution proposal have
been reviewed and determined to be correct and accurate by accountants of
Wang En Wen and Fan You Wei. According to Article of 219 of the Company
Law, we hereby submit this report.

Phison Electronics Corp.
Supervisor: LY Yang
Supervisor: Jeo Wang

Supervisor: Yang-Bin Shen

Date: March 28, 2014
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[ Attachment 3)

PHISON ELECTRONICS CORP. AND SUBSIDIARIES

INFORMATION OF INVESTMENT IN MAINLAND CHINA
YEAR ENDED DECEMBER 31, 2013
(In Thousands of New Taiwan Dollars)

Investment |Accumulated Accumulated
Accumulated .
. Flows Outflow of Carrying | Inward
Main Total Outflow of Investment .
. Method of Investment |Percentage Value | Remittance
Investee |Businesses| Amount of Investment . (Loss) .
. 1. |Investment . from Taiwan of asof | of Earnings
Company and Paid-in from Taiwan . Income
. (Note 1) Outflow|Inflow as of Ownership December as of
Products | Capital as of January (Note 2)
1 2013 December 31,2013 | December
! 31,2013 31,2013
Phisontech [Design, US$ 790 2 US$ 790 $ - $- US$ 790 100.00 |(NT$(7,637))|NT$16,357| 5 -
(Shenzhen)|R&D, (NT$23,006) (NT$23,006) (NT$23,006)
Limited |import and
export
storage
devices
and
electronics
Investee Compan Accumulated Investment in Mainland | Investment Amounts Authorized by Uﬁﬁizslz:rr::r:ton
pany China as of December 31, 2013 Investment Commission, MOEA (Note 3)
. . US$ 790 US$ 790
Phisontech (Shenzhen) Limited (NT$23,006) (NT$23,006) NT$ 8,413,218

Note 1: Indirectly invested in China company through third region Company Global Flash Limited.
Note 2: Amount was recognized based on the audited financial statements.
Note 3: The limit of investment in Mainland China based on Regulations governing the Approval of Investments on Technical

Corporation in Mainland China is 60% of net asset value, $14,022,030 x 60% = $8,413,218.
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[ Attachment 4]

[ FINANCIAL STATEMENTS AND CONSOLIDATED FINANCIAL
STATEMENTS OF YEAR 2013])

DECLARATION OF CONSOLIDATION OF FINANCIAL STATEMENTS OF
AFFILIATES

The companies required to be included in the consolidated financial statements of affiliates in
accordance with the “Criteria Governing Preparation of Affiliation Reports, Consolidated
Business Reports and Consolidated Financial Statements of Affiliated Enterprises” for the
year ended December 31, 2013 are all the same as the companies required to be included in
the consolidated financial statements of parent and subsidiary companies as provided in
International Accounting Standard 27 “Consolidated and Separate Financial Statements.”
Relevant information that should be disclosed in the consolidated financial statements of
affiliates has all been disclosed in the consolidated financial statements of parent and
subsidiary companies. Hence, we have not prepared a separate set of consolidated financial

statements of affiliates.

\ery truly yours,

PHISON ELECTRONICS CORP.

KHEIN SENG PUA
Chairman

March 26, 2014
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Phison Electronics Corp.

We have audited the accompanying consolidated balance sheets of Phison Electronics Corp. (the
“Corporation’) and its subsidiaries as of December 31, 2013, December 31, 2012 and January 1, 2012,
and the related consolidated statements of comprehensive income, changes in equity and cash flows
for the years ended December 31, 2013 and 2012. These consolidated financial statements are the
responsibility of the Corporation’s management. Our responsibility is to express an opinion on these
consolidated 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 reasonable assurance
about whether the consolidated financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements.  An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall consolidated financial
statement presentation. \We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Phison Electronics Corp. and its subsidiaries as of December 31,
2013, December 31, 2012 and January 1, 2012, and their consolidated financial performance and their
consolidated cash flows for the years ended December 31, 2013 and 2012, in conformity with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers and International
Financial Reporting Standards (IFRS), International Accounting Standards (IAS), IFRIC
Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed by the Financial Supervisory
Commission (FSC) of the Republic of China.

We have also audited the financial statements of the parent company, Phison Electronics Corp., as of
and for the years ended December 31, 2013 and 2012, on which we have issued an unqualified report.

March 26, 2014
Notice to Readers

The accompanying consolidated financial statements are intended only to present the financial
position, financial performance 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 consolidated financial statements are those generally accepted
and applied in the Republic of China.

For the convenience of readers, the independent auditors’report and the accompanying consolidated
financial statements have been translated into English from the original Chinese version prepared and
used in the Republic of China. If there is any conflict between the English version and the original
Chinese version or any difference in the interpretation of the two versions, the Chinese-language
auditors "report and consolidated financial statements shall prevail.
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In Thousands of New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Note 6)

Financial assets at fair value through profit or loss - current (Notes 7 and 27)

Debt investments with no active market - current (Notes 8 and 30)
Notes and accounts receivable
Third parties (Note 9)
Related parties (Notes 9 and 28)
Other receivables (Note 9)
Current tax assets (Note 23)
Inventories (Note 10)
Prepayments (Note 16)
Other current assets

Total current assets

NONCURRENT ASSETS
Available-for-sale financial assets - noncurrent (Notes 11 and 27)
Financial assets measured at cost - noncurrent (Note 12)
Investments accounted for by the equity method (Note 13)
Property, plant and equipment (Note 14)
Intangible assets (Note 15)
Deferred tax assets (Note 23)
Guarantee deposits paid
Prepayments for investments (Note 12)

Total noncurrent assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Short-term borrowings (Note 17)
Notes and accounts payable

Third parties

Related parties (Note 28)
Other payables (Note 18)
Current tax payable (Note 23)
Current provisions (Note 19)
Other current liabilities (Note 18)

Total current liabilities
NONCURRENT LIABILITIES
Deferred tax liabilities (Note 23)
Accrued pension costs (Note 20)
Guarantee deposits received

Total noncurrent liabilities

Total liabilities

EQUITY ATTRIBUTABLE TO OWNERS OF THE PARENT (Notes 21 and 22)

Capital stock
Common shares
Advance receipts for common shares
Total capital stock
Capital surplus
Additional paid-in capital
Employee stock options
Expired stock options
Total capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equities
Exchange differences on translating foreign operations
Unrealized loss on available-for-sale financial assets
Total other equities

Total equity attributable to owners of the Parent

TOTAL

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

December 31, 2013

December 31, 2012

January 1, 2012

Amount % Amount % Amount %
$ 7,759,683 39 $ 8,533,067 49 $ 6,328,282 40
1,759,347 9 514,477 3 558,667 4
69,514 - 29,330 - 5,211 -
3,515,918 18 3,736,932 22 3,669,033 23
339,343 2 336,211 2 767,942 5
192,044 1 119,981 1 178,906 1
56,877 - - - - -
4,022,821 20 2,226,334 13 1,981,121 13
10,177 - 41,495 - 417,294 3
372 - 36,868 - 6,266 -
17,726,096 89 15,574,695 90 13,912,722 89
- - - - 969 -
142,345 1 148,904 1 131,374 1
191,675 1 90,562 - 161,748 1
1,589,946 8 1,384,882 8 1,255,621 8
110,861 - 59,403 - 52,388 -
119,058 1 100,889 1 75,007 1
830 - 830 - 540 -
- - - - 15,000 -
2,154,715 11 1,785,470 10 1,692,647 11
$ 19,880,811 100 $ 17,360,165 100 $ 15,605,369 100
$ 89,415 - $ 261,360 2 $ 302,750 2
1,813,806 9 2,186,555 13 2,312,486 15
1,561,886 8 749,758 4 478,963 3
1,532,205 8 1,321,107 8 1,252,009 8
574,591 3 371,672 2 317,439 2
158,166 1 67,150 - 88,796 1
92,352 - 80,122 - 45,659 -
5,822,421 29 5,037,724 29 4,798,102 31
56 - - - - -
33,636 - 31,987 - 21,760 -
2,668 - 472 - 416 -
36,360 - 32,459 - 22,176 -
5,858,781 29 5,070,183 29 4,820,278 31
1,804,740 9 1,801,622 11 1,787,532 11
- - 9,051 - 3,779 -
1,804,740 9 1,810,673 11 1,791,311 11
3,348,929 17 3,326,030 19 3,220,972 21
- - 10,010 - 53,975 -
227 - 178 - 16 -
3,349,156 17 3,336,218 19 3,274,963 21
1,318,937 7 1,049,399 6 787,757 5
9,001 - 6,743 - 14,892 -
7,551,437 38 6,095,950 35 4922911 32
8,879,375 45 7,152,092 41 5,725,560 37
(11,241) - (9,001) - (4,912) -
- - - - (1,831) -
(11,241) - (9,001) - (6,743) -
14,022,030 71 12,289,982 71 10,785,091 69
$ 19,880,811 100 $ 17,360,165 100 $ 15,605,369 100
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

For the Year Ended December 31

2013 2012
Amount % Amount %
OPERATING REVENUES (Note 28)
Gross sales $32,494,414 101  $33,310,234 101
Less: Sales returns and allowances 339,510 1 278,487 1
Net sales 32,154,904 100 33,031,747 100
Service revenue 19,043 - 59,322 -
Total operating revenues 32,173,947 100 33,091,069 100
OPERATING COSTS (Notes 10, 24 and 28) 26,454,018 82 28,063,153 85
GROSS PROFIT 5,719,929 18 5,027,916 15
OPERATING EXPENSES (Note 24)
Marketing 317,408 1 348,531 1
General and administrative 361,501 1 310,553 1
Research and development 1,627,333 5 1,207,744 4
Total operating expenses 2,306,242 7 1,866,828 6
OPERATING INCOME 3,413,687 11 3,161,088 9
NONOPERATING INCOME AND EXPENSES
Other gains and losses (Note 24) 146,674 1 (67,651) -
Share of gains (losses) of associates 121,854 - (75,330) -
Other income (Note 24) 78,713 - 48,068 -
Financial costs (3,278) - (2,853) -
Total nonoperating income and expenses 343,963 1 (97,766) -
PROFIT BEFORE INCOME TAX 3,757,650 12 3,063,322 9
INCOME TAX EXPENSE (Note 23) 587,107 2 369,690 1
NET PROFIT FOR THE YEAR 3,170,543 10 2,693,632 8
OTHER COMPREHENSIVE INCOME (LOSS)
FOR THE YEAR (NET OF INCOME TAX)
Exchange differences on translating foreign
operations (2,699) - (3,663) -
Unrealized gain on available-for-sale financial
assets - - 1,831 -
Actuarial gain (loss) on defined benefit plans 641 - (9,164) -
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

For the Year Ended December 31

2013 2012
Amount % Amount %
Share of other comprehensive loss of associates  $ - - 9 (939) -
Income tax benefit relating to components of
other comprehensive income (Note 23) 350 - 2,071 -
Other comprehensive loss for the year, net
of income tax (1,708) - (9,864) -
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 3168835 10 $ 2,683,768 _ 8
NET PROFIT ATTRIBUTED TO:
Owners of the Parent $ 3170543 _10 $ 2693632 _ 8
TOTAL COMPREHENSIVE INCOME
ATTRIBUTED TO:
Owners of the Parent $ 3168835 _10 $ 2683768 _ 8
EARNINGS PER SHARE (Note 25)
Basic $ 1757 $ 14.99
Diluted $ 17.26 $ 14.76
The accompanying notes are an integral part of the consolidated financial statements. (Concluded)
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

STATEMENTS OF CHANGES IN EQUITY
(In Thousands of New Taiwan Dollars)

Equity Attributable to Owners of the Parent

Other Equities

Capital Stock Issued and Outstanding Exchange Unrealized Gain
Advance Receipts Capital Surplus Differences on (Loss) on
for Ordinary Additional Employee Expired Stock Retained Earnings Translating Available-for-sale
Ordinary Shares Shares Paid in Capital Stock Options Options Legal Reserve Special Reserve Unappropriated Foreign Operations Financial Assets
BALANCE AT JANUARY 1, 2012 $ 1,787,532 $ 3,779 $ 3,220,972 $ 53,975 $ 16 $ 787,757 $ 14,892 $ 4,922,911 $ (4,912) $ (1,831)
Appropriation of 2011 earnings
Legal reserve - - - - - 261,642 - (261,642) - -
Cash dividends - NT$6.996189 per share - - - - - - - (1,259,494) - -
Reversal of special reserve - - - - - - (8,149) 8,149 - -
Balance after appropriation 1,787,532 3,779 3,220,972 53,975 16 1,049,399 6,743 3,409,924 (4,912) (1,831)
Changes in other capital surplus
Transfer of employee stock options to capital stock on January 13, 2012 -
NT$28.2 per share 180 (507) 605 (278) - - - - - -
Transfer of employee stock options to capital stock on January 13, 2012 -
NT$53.2 per share 615 (3,272) 4,565 (1,908) - - - - - -
Transfer of employee stock options to capital stock on April 27, 2012 -
NT$53.2 per share 11,890 (63,255) 89,649 (38,284) - - - - - -
Transfer of employee stock options to capital stock on August 1, 2012 -
NT$53.2 per share 40 (212) 299 (127) - - - - - -
Transfer of employee stock options to capital stock on August 1, 2012 -
NT$53.2 per share 1,365 (7,030) 9,940 (4,275) - - - - - -
Compensation cost recognized for employee stock options - - - 1,069 - - - - - -
Advance receipts for common stock - employee stock options - 79,548 - - - - - - - -
Expired stock options - - - (162) 162 - - - - -
Net profit for the year ended December 31, 2012 - - - - - - - 2,693,632 - -
Other comprehensive income (loss) for the year ended December 31, 2012,

net of income tax - - - - - - - (7,606) (4,089) 1,831
Total comprehensive income (loss) for the year ended December 31, 2012 - - - - - - - 2,686,026 (4,089) 1,831
BALANCE AT DECEMBER 31, 2012 1,801,622 9,051 3,326,030 10,010 178 1,049,399 6,743 6,095,950 (9,001) -
Appropriation of 2012 earnings

Legal reserve - - - - - 269,538 - (269,538) - -

Cash dividends - NT$8 per share - - - - - - - (1,443,792) - -

Special reserve - - - - - - 2,258 (2,258) - -
Balance after appropriation - - - - - 269,538 2,258 (1,715,588) - -
Changes in other capital surplus

Transfer of employee stock options to capital stock on February 4, 2013 -
NT$51.5 per share 1,757 (9,051) 12,906 (5,612) - - - - - -
Transfer of executed employee stock options to capital stock on
February 5, 2013 - NT$51.5 per share 1,361 - 9,993 (4,349) - - - - - -
Expired stock options - - - (49) 49 - - - - -
Net profit for the year ended December 31, 2013 - - - - - - - 3,170,543 - -
Other comprehensive loss for the year ended December 31, 2013, net of

income tax - - - - - - - 532 (2,240) -
Total comprehensive income for the year ended December 31, 2013 - - - - - - - 3,171,075 (2,240) -
BALANCE AT DECEMBER 31, 2013 $ 1,804,740 $ - $ 3,348,929 $ - $ 2271 $ 1,318,937 $ 9,001 $ 7,551,437 $ (11,241) $ -

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

$ 10,785,091

(1,259,494)

9,525,597

1,069
79,548

2,693,632

(9.864)
2,683.768

12,289,982

(1,443,792)

(1,443,792)

7,005

3,170,543

(1,708)

3,168,835

$ 14,022,030



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax
Adjustments for:
Recognition of provisions
Share of (gains) losses of associates
Depreciation
Amortization
Interest income
Impairment loss recognized on financial assets measured at
cost
Unrealized foreign currency exchange loss (gain)
Transfer of prepayments for equipment to expenses
Interest expense
Dividend income
Allowance for bad debts
Gain on disposal of investments
Write-down of inventories
Gain on disposal of property, plant and equipment
Share-based payments
Net changes related to operating assets and liabilities
(Increase) decrease in financial assets at fair value through
profit or loss
Decrease in notes and accounts receivable
(Increase) decrease in other receivable
Increase in inventories
Decrease in prepayments
Decrease (increase) in other current assets
Increase in notes and accounts payable
Increase in other payables
Decrease in provisions
Increase in other current liabilities
Increase in accrued pension costs
Cash provided by operation
Interest paid
Income tax paid

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for property, plant and equipment
Payments for intangible assets
Increase in debt investments with no active market
Interest received
Proceeds of the disposal of investment accounted for by the
equity method

-30-

For the Year Ended December 31

2013 2012

$3,757,650  $3,063,322
223,065 60,417
(121,854) 75,330
77,221 63,400
72,834 63,064
(28,079) (15,954)
24,304 10,443
17,012 (41,743)
4,620 174
3,278 2,853
(2,016) (5,706)
377 43,132
(121) (284)

24 104
- (3,411)

- 1,069
(1,244,870) 44,190
217,505 320,700
(71,198) 58,925
(1,796,511) (245,317)
424 354,045
36,496 (30,602)
439,379 144,864
211,179 69,089
(132,049) (82,063)
9,783 36,662
1,649 10,227
1,700,102 3,996,930
(3,359) (2,844)
(458,879) (340,826)
1,237,864 3,653,260
(253,612) (175,482)
(124,292) (70,079)
(40,184) (24,119)
27,214 15,954
20,925 -
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

For the Year Ended December 31

2013 2012

Purchase of financial assets carried at cost $ (17,995) $ (50,526)

Dividends received 2,016 5,706

Proceeds of the capital reduction of financial assets measured at

cost 250 -

Proceeds of the disposal of financial assets measured at cost - 38,396

Purchase of investment accounted for by the equity method - (5,688)

Proceeds of the disposal of property, plant and equipment - 5,613

Proceeds of the disposal of available-for-sale financial assets - 2,846

Increase in refundable deposits - (290)

Net cash used in investing activities (385,678) (257,669)

CASH FLOWS FROM FINANCING ACTIVITIES

Cash dividends paid (1,443,792) (1,259,494)

Decrease in short-term borrowings (171,945) (41,390)

Transfer of exercised employee stock options to capital stock 7,005 79,548

Increase in guarantee deposits 2,196 56

Net cash used in financing activities (1,606,536) (1,221,280)

EFFECTS OF EXCHANGE RATE CHANGES ON THE

BALANCE OF CASH HELD IN FOREIGN CURRENCIES (19,034) 30,474
NET (DECREASE) INCREASE IN CASH AND CASH

EQUIVALENTS (773,384) 2,204,785
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF

THE YEAR 8,533,067 6,328,282
CASH AND CASH EQUIVALENTS AT THE END OF THE

YEAR $ 7,759,683 $ 8,533,067
The accompanying notes are an integral part of the consolidated financial statements. (Concluded)
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[ Attachment 5]

[ The amendment comparison table for the Articles of the Corporation ]

Original

Amendment

Reason

Article 5

The total capital stock of the
Corporation shall be in the
amount of 2,300,000,000
New Taiwan Dollars,
divided into 230,000,000

Article 5

The total capital stock of the
Corporation shall be in the
amount of 2,600,000,000 New
Taiwan Dollars, divided into
260,000,000 shares, at ten

shares, at ten New Taiwan
Dollars each, and authorize
the Board of Directors to be
paid-up in installments.

The  Corporation  may
reserve 160,000,000 New
Taiwan Dollars of the total
capital stock of the
Corporation, divided into
16,000,000 shares, at ten
New Taiwan Dollars each,
to issue employee stock
options in installments
under resolution of the
Board of Directors.

New Taiwan Dollars each,
and authorize the Board of
Directors to be paid-up in
installments.

The Corporation ~ may
reserve 160,000,000 New
Taiwan Dollars of the total
capital  stock of  the
Corporation, divided into
16,000,000 shares, at ten New
Taiwan Dollars each, to issue
employee stock options in
installments under
resolution of the Board of
Directors.

For the
Company’s
Requirements
of Business
operation.

Article 21

These Articles of
Incorporation are agreed to
and signed on October 24,
2000.

The first Amendment was

approved by the
shareholders' meeting on
November 24, 2000, the
second Amendment on

September 5, 2001, the third
Amendment on February
15, 2002, the fourth
Amendment on April 9,
2002, the fifth Amendment
on June 25, 2002, the sixth
Amendment on March 26,

2003, the seventh
Amendment on November
12, 2003, the eighth

Amendment on June 15,

Article 21

These Articles of
Incorporation are agreed to
and signed on October 24,
2000.

The first Amendment was

approved by the
shareholders' meeting on
November 24, 2000, the
second Amendment on

September 5, 2001, the third
Amendment on February 15,
2002, the fourth Amendment
on April 9, 2002, the fifth
Amendment on June 25,
2002, the sixth Amendment

on March 26, 2003, the
seventh Amendment on
November 12, 2003, the

eighth Amendment on June
15, 2004, the ninth

Add the date
of the
nineteenth
Amendment.
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2004, the ninth Amendment
on March 17, 2005, the tenth
Amendment on June 16,

2005. the eleventh
Amendment on June 14,
2006. the twelveth
Amendment on November
1, 2006, the thirteenth
Amendment on June 13,
2007. the fourteenth
Amendment on June 13,
2008. the fifteenth
Amendment on May 8§,
2009.the sixteenth
Amendment on June
15,2010. the seventeenth
Amendment on June
15,2011. the eighteenth

Amendment on June 11,
2013.

Amendment on March 17,
2005, the tenth Amendment
on June 16, 2005. the
eleventh Amendment on
June 14, 2006. the twelveth
Amendment on November 1,

2006, the thirteenth
Amendment on June 13,
2007. the fourteenth

Amendment on
June 13, 2008. the fifteenth

Amendment on May 8§,
2009.the sixteenth
Amendment on June
15,2010. the seventeenth
Amendment on June
15,2011. the  eighteenth
Amendment on June 11,
2013. the nineteenth

Amendment on June 17,
2014.
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[ Attachment 6]

[ The amendment comparison table for the “Procedure of Acquisition and Disposal of Assets” and “Procedure of
Engaging in Derivatives Trading” ]

[ The amendment comparison table for the Procedure of Acquisition and Disposal of Assets]

Original Amendment Reason
Article 3: “Assets” mentioned in this Procedure is defined as the follows: | Article 3: “Assets” mentioned in this Procedure is defined as the follows: | According to
1. The term "assets" as used in this Procedure includes the 1. The term "assets" as used in this Procedure includes the “Regulations Governing
following: following: the Acquisition and
1) Long/Short term security investments : Investments in 1) Long/Short term security investments : Investments in Disppsal of ASS.EtS by
stocks, government bonds, corporate bonds, financial stocks, government bonds, corporate bonds, financial Egt’ltlﬁe%’énnf’;;;;i and
bonds, securities representing interest in a fund, bonds, securities representing interest in a fund, requirements of business
depositary receipts, call (put) warrants, beneficial interest depositary receipts, call (put) warrants, beneficial interest operation.
securities, and asset-backed securities. securities, and asset-backed securities.
2) Real property and etherfixed-assets. 2) Real property (including land, houses and buildings,
investment property, rights to use land) and
equipment.
3) Memberships. 3) Memberships.
4) Patents, copyrights, trademarks, franchise rights, and 4) Patents, copyrights, trademarks, franchise rights, and
other intangible assets. other intangible assets.
5) Claims of financial institutions (including receivables, 5) Claims of financial institutions (including receivables,
bills purchased and discounted, loans, and overdue bills purchased and discounted, loans, and overdue
receivables). receivables).
6) Derivatives. 6) Derivatives.
7) Assets acquired or disposed of in connection with 7) Assets acquired or disposed of in connection with
mergers, demergers, acquisitions, or transfer of shares in mergers, demergers, acquisitions, or transfer of shares in
accordance with law: accordance with law:
8) Other major assets. 8) Other major assets.
2. Terms used in this Procedure are defined as follows: 2. Terms used in this Procedure are defined as follows:
1) Derivatives: Forward contracts, options contracts, futures 1) Derivatives: Forward contracts, options contracts, futures
contracts, leverage contracts, and swap contracts, and
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compound contracts combining the above products, whose
value is derived from assets, interest rates, foreign
exchange rates, indexes or other interests. The term
"forward contracts" does not include insurance contracts,
performance contracts, after-sales service contracts,
long-term leasing contracts, or long-term purchase (sales)
agreements.

2) Assets acquired or disposed of in connection with mergers,
demergers, acquisitions, or transfer of shares in accordance
with law:: Refers to assets acquired or disposed through
mergers, demergers, or acquisitions conducted under the
Business Mergers and Acquisitions Act, Financial Holding
Company Act, Financial Institution Merger Act and other
acts, or to transfer of shares from another company through
issuance of new shares of its own as the consideration
therefor (hereinafter "transfer of shares™) under Article 156,
paragraph 6 of the Company Act.

3) Related party: As defined in Statement of Financial
Accounting Standards No. 6 published by the ROC
Accounting Research and Development Foundation
(ARDF).

ARDE:

5) Professional appraiser: Refers to a real property appraiser
or other person duly authorized by law to engage in the
value appraisal of real property or etherfixed-assets.

6) Date of occurrence: Refers to the date of contract signing,
date of payment, date of consignment trade, date of transfer,
dates of boards of directors resolutions, or other date that
can confirm the counterpart and monetary amount of the
transaction, whichever date is earlier; provided, for
investment for which approval of the competent authority is
required, the earlier of the above date or the date of receipt
of approval by the competent authority shall apply.

7) Mainland China area investment: Refers to investments in
the mainland China area approved by the Ministry of
Economic Affairs Investment Commission or conducted in
accordance with the provisions of the Regulations

contracts, leverage contracts, and swap contracts, and
compound contracts combining the above products,
whose value is derived from assets, interest rates, foreign
exchange rates, indexes or other interests. The term
"forward contracts" does not include insurance contracts,
performance contracts, after-sales service contracts,
long-term leasing contracts, or long-term purchase (sales)
agreements.

2) Assets acquired or disposed of in connection with
mergers, demergers, acquisitions, or transfer of shares in
accordance with law: Refers to assets acquired or
disposed through mergers, demergers, or acquisitions
conducted under the Business Mergers and Acquisitions
Act, Financial Holding Company Act, Financial
Institution Merger Act and other acts, or to transfer of
shares from another company through issuance of new
shares of its own as the consideration therefor (hereinafter
"transfer of shares™) under Article 156, paragraph 8 of the
Company Act.

3) Related party or subsidiary: As defined in the
Regulations Governing the Preparation of Financial
Reports by Securities Issuers.

4) Professional appraiser: Refers to a real property appraiser
or other person duly authorized by law to engage in the
value appraisal of real property or equipment.

5) Date of occurrence: Refers to the date of contract signing,
date of payment, date of consignment trade, date of
transfer, dates of boards of directors resolutions, or other
date that can confirm the counterpart and monetary
amount of the transaction, whichever date is earlier;
provided, for investment for which approval of the
competent authority is required, the earlier of the above
date or the date of receipt of approval by the competent
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Governing Permission for Investment or Technical
Cooperation in the Mainland Area.

3. Professional appraisers and their officers, certified public
accounts, attorneys, and securities underwriters that provide
the company with appraisal reports, certified public
accountant's opinions, attorney's opinions, or underwriter's
opinions shall not be a related party of any party to the
transaction.

authority shall apply.

6) Mainland China area investment: Refers to investments in
the mainland China area approved by the Ministry of
Economic Affairs Investment Commission or conducted
in accordance with the provisions of the Regulations
Governing Permission for Investment or Technical

Cooperation in the Mainland Area.

3. Professional appraisers and their officers, certified public
accounts, attorneys, and securities underwriters that provide
the company with appraisal reports, certified public
accountant's opinions, attorney's opinions, or underwriter's
opinions shall not be a related party of any party to the
transaction.

Article 4: Appraisal procedures:
The company evaluating procedure for the acquisition and
disposal of assets shall comply with the following provisions *
1) Marketable securities:

When the Company acquires or disposes of marketable

securities, the target company’s recent audited financial

reports shall, prior to the date of occurrence of the event, be
procured as the reference of evaluation of the transaction
price, and the transaction price will be determined as
follows:

A. When the securities acquired or disposed of through stock
exchange or over-the-counter, the then current stock or
bond prices shall be used as the basis for determining the
price.

B. In acquiring or disposing of securities which are not
traded on any stock exchange or over-the-counter, its net
worth per share, profitability, potential of future growth,
market rates, interest rates of bonds, credit ratings and its
current market price shall be evaluated.

If the dollar amount of the transaction is 20 percent of the
company's paid-in capital or NT$300 million or more, the
company shall additionally engage a certified public
accountant prior to the date of occurrence of the event to

Article 4: Appraisal procedures:
The company evaluating procedure for the acquisition and
disposal of assets shall comply with the following provisions :
1) Marketable securities:

When the Company acquires or disposes of marketable

securities, the target company’s recent audited financial

reports shall, prior to the date of occurrence of the event, be
procured as the reference of evaluation of the transaction
price, and the transaction price will be determined as
follows:

A. When the securities acquired or disposed of through stock
exchange or over-the-counter, the then current stock or
bond prices shall be used as the basis for determining the
price.

B. In acquiring or disposing of securities which are not
traded on any stock exchange or over-the-counter, its net
worth per share, profitability, potential of future growth,
market rates, interest rates of bonds, credit ratings and its
current market price shall be evaluated.

If the dollar amount of the transaction is 20 percent of
the company's paid-in capital or NT$300 million or
more, the company shall additionally engage a certified
public accountant prior to the date of occurrence of the
event to provide an opinion regarding the reasonableness

According to
“Regulations Governing
the Acquisition and
Disposal of Assets by
Public Companies” and
For the Company’s
requirements of business
operation.
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provide an opinion regarding the reasonableness of the
transaction price. If the CPA needs to use the report of an
expert as evidence, the CPA shall do so in accordance
with the provisions of Statement of Auditing Standards
No. 20 published by the ARDF. This requirement does
not apply, however, to publicly quoted prices of securities
that have an active market, or where otherwise provided
by regulations of the Financial Supervisory Commission
(FSC).

2) Real estate or etherfixed-assets:

When the Company acquires or disposes of Real estate, shall

reference current assessed land value, assessed value, or near

the Real estate’s trading price, etc. make the price deal.

When the Company acquires or disposes of etherfixed-

assets, shall collect price information before, and choice one

method of use price relations, negotiated price, or Bidding
price.

In acquiring or disposing of real property or etherfixed-

assets where the transaction amount reaches 20 percent of

the company's paid-in capital or NT$300 million or more,
the company, unless transacting with a government agency,
engaging others to build on its own land, engaging others to
build on rented land, or acquiring or disposing of equipment
for business use, shall obtain an appraisal report prior to the
date of occurrence of the event from a professional appraiser
and shall further comply with the following provisions:

A. Where due to special circumstances it is necessary to give
a limited price, specified price, or special price as a
reference basis for the transaction price, the transaction
shall be submitted for approval in advance by the board
of directors, and the same procedure shall be followed for
any future changes to the terms and conditions of the
transaction.

B. Where the transaction amount is NT$1 billion or more,
appraisals from two or more professional appraisers shall
be obtained.

C. Where any one of the following circumstances applies

2)

of the transaction price. If the CPA needs to use the
report of an expert as evidence, the CPA shall do so in
accordance with the provisions of Statement of Auditing
Standards No. 20 published by the Accounting
Research and Development Foundation (ARDF). This
requirement does not apply, however, to publicly quoted
prices of securities that have an active market, or where
otherwise provided by regulations of the Financial
Supervisory Commission (FSC).

Real estate or equipment:

When the Company acquires or disposes of Real estate, shall

reference current assessed land value, assessed value, or near

the Real estate’s trading price, etc. make the price deal.

When the Company acquires or disposes of equipment,

shall collect price information before, and choice one

method of use price relations, negotiated price, or Bidding
price.

In acquiring or disposing of real property or equipment

where the transaction amount reaches 20 percent of the

company's paid-in capital or NT$300 million or more, the
company, unless transacting with a government agency,
engaging others to build on its own land, engaging others to
build on rented land, or acquiring or disposing of equipment
for business use, shall obtain an appraisal report prior to the
date of occurrence of the event from a professional appraiser
and shall further comply with the following provisions:

A. Where due to special circumstances it is necessary to give
a limited price, specified price, or special price as a
reference basis for the transaction price, the transaction
shall be submitted for approval in advance by the board
of directors, and the same procedure shall be followed for
any future changes to the terms and conditions of the
transaction.

B. Where the transaction amount is NT$1 billion or more,
appraisals from two or more professional appraisers shall
be obtained.

C. Where any one of the following circumstances applies
with respect to the professional appraiser's appraisal
results, unless all the appraisal results for the assets to be
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with respect to the professional appraiser's appraisal
results, unless all the appraisal results for the assets to be

acquired are higher than the transaction amount, or all the

appraisal results for the assets to be disposed of are lower
than the transaction amount, a certified public accountant
shall be engaged to perform the appraisal in accordance
with the provisions of Statement of Auditing Standards
No. 20 published by the ROC ARDF and render a
specific opinion regarding the reason for the discrepancy
and the appropriateness of the transaction price:
a. The discrepancy between the appraisal result and the
transaction amount is 20 percent or more of the
transaction amount.

b. The discrepancy between the appraisal results of two or

more professional appraisers is 10 percent or more of
the transaction amount.
D. No more than 3 months may elapse between the date of

the appraisal report issued by a professional appraiser and

the contract execution date; provided, where the publicly
announced current value for the same period is used and
not more than 6 months have elapsed, an opinion may
still be issued by the original professional appraiser.

3) Membership certificates or intangible assets:
Relevant information shall be collected for pricing
comparison or negotiation in acquiring or disposing
membership certificates. In acquiring or disposing of
intangible assets, relevant price information shall be
collected and relevant regulations and contract content
carefully evaluated before the transaction price is
determined.
Where the company acquires or disposes of memberships or
intangible assets and the transaction amount reaches 20
percent or more of paid-in capital or NT$300 million or
more, the company shall engage a certified public
accountant prior to the date of occurrence of the event to
render an opinion on the reasonableness of the transaction
price; the CPA shall comply with the provisions of
Statement of Auditing Standards No. 20 published by the
ARDF.

acquired are higher than the transaction amount, or all the

appraisal results for the assets to be disposed of are lower

than the transaction amount, a certified public accountant
shall be engaged to perform the appraisal in accordance
with the provisions of Statement of Auditing Standards

No. 20 published by the ROC ARDF and render a

specific opinion regarding the reason for the discrepancy

and the appropriateness of the transaction price:

a. The discrepancy between the appraisal result and the
transaction amount is 20 percent or more of the
transaction amount.

b. The discrepancy between the appraisal results of two or
more professional appraisers is 10 percent or more of
the transaction amount.

D. No more than 3 months may elapse between the date of
the appraisal report issued by a professional appraiser and
the contract execution date; provided, where the publicly
announced current value for the same period is used and
not more than 6 months have elapsed, an opinion may
still be issued by the original professional appraiser.

3) Membership certificates or intangible assets:
Relevant information shall be collected for pricing
comparison or negotiation in acquiring or disposing
membership certificates. In acquiring or disposing of
intangible assets, relevant price information shall be
collected and relevant regulations and contract content
carefully evaluated before the transaction price is
determined.
Where the company acquires or disposes of memberships or
intangible assets and the transaction amount reaches 20
percent or more of paid-in capital or NT$300 million or
more, except in transactions with a government agency,
the company shall engage a certified public accountant prior
to the date of occurrence of the event to render an opinion
on the reasonableness of the transaction price; the CPA shall
comply with the provisions of Statement of Auditing
Standards No. 20 published by the ARDF.

3-1) The calculation of the transaction amounts referred to in
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3-1) The calculation of the transaction amounts referred to in
the preceding three articles shall be done in accordance
with Article 19, paragraph 2 herein, and "within the
preceding year" as used herein refers to the year preceding
the date of occurrence of the current transaction. Items for
which an appraisal report from a professional appraiser or
a CPA's opinion has been obtained need not be counted
toward the transaction amount.

4) Other Important Assets :

When the Company acquires or disposes of Creditor’s Right
of Financial Institution, Derivatives, Assets Received from
Merger, Division, Acquisition or Transfer of Stocks in
Accordance with Law, or Other Important Assets shall see
the trading assets object, and collect information relating
price before and be careful appraisal relate laws and terms
of the contract so make a trading price.

5) Where the company acquires or disposes of assets through
court auction procedures, the evidentiary documentation
issued by the court may be substituted for the appraisal
report or CPA opinion.

the preceding three articles shall be done in accordance
with Article 19, paragraph 2 herein, and "within the
preceding year" as used herein refers to the year preceding
the date of occurrence of the current transaction. Items for
which an appraisal report from a professional appraiser or
a CPA's opinion has been obtained need not be counted
toward the transaction amount.
4) Other Important Assets :

When the Company acquires or disposes of Creditor’s Right

of Financial Institution, Derivatives, Assets Received from

Merger, Division, Acquisition or Transfer of Stocks in

Accordance with Law, or Other Important Assets shall see

the trading assets object, and collect information relating

price before and be careful appraisal relate laws and terms
of the contract so make a trading price.

5) Where the company acquires or disposes of assets through
court auction procedures, the evidentiary documentation
issued by the court may be substituted for the appraisal
report or CPA opinion.

Article 5: Operating procedures:
1. The degree of authority delegated and levels to which

authority is delegated

1) For acquisition and disposal of capital by the Company,
the undertaking department should collect information
relating to capital which is to be acquired and disposed
such as the cause, object, trading counter-part, price of
transfer, payment terms, basis for price reference, etc.
Such information should be submitted in accordance with
items of trading capital to the responsible department for
decision. The degree of authority delegated and levels to
which authority is delegated regarding derivatives should
be handled in accordance with “Procedure of Engaging in
Derivatives Trading”.

Article 5: Operating procedures:
1. The degree of authority delegated and levels to which

authority is delegated

1) For acquisition and disposal of capital by the Company,
the undertaking department should collect information
relating to capital which is to be acquired and disposed
such as the cause, object, trading counter-part, price of
transfer, payment terms, basis for price reference, etc.
Such information should be submitted in accordance with
items of trading capital to the responsible department for
decision. The degree of authority delegated and levels to
which authority is delegated regarding derivatives should
be handled in accordance with “Procedure of Engaging in
Derivatives Trading”.

According to
“Regulations Governing
the Acquisition and
Disposal of Assets by
Public Companies” and
For the Company’s
requirements of business
operation.
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Responsible Department

Responsible Department

Board of | Chairman | President Board of| Chairman | President
Item Amount Directors| of the Item Amount Director | of the
Board of S Board of
Directors Directors
Long-term Under Decide Long-term Under Decide
Marketable 60,000,000(Including Marketable 80,000,000(Including
securities 60,000,000) securities 80,000,000)
Investment 60,000,000(Excluding Decide | Review Investment 80,000,000(Excluding Decide | Review
(Including  |60,000,000)~130,000,000 (Including  (80,000,000)~180,000,000
Investment in  |(Including 130,000,000) Investment in  |(Including 180,000,000)
Long-term ’(‘I‘Ekiz:\llﬁéi:))r?gof??o?ggo,m) Decide | Review | Review Long-term ?&2333?:9010800?&?0,00) Decide | Review | Review
Negotiable Negotiable
Securities) Securities)
Under Decide Under Decide
60,000,000(Including 100,000,000(Including
Investment in  {100,000,000) Investment in  {100,000,000)
Short-term 60,000,000(Excluding Decide | Review Short-term 100,000,000(Excluding Decide | Review
Negotiable  |60,000,000)~200,000,000 Negotiable  |100,000,000)~250,000,000(
Securities (Including 200,000,000) Securities Including 250,000,000)
';‘(?(?\680 000(Excluding Decide | Review | Review '26‘;;\6%0 000(Excluding Decide | Review | Review
200,000,000) 250,000,000)
oo Decide | Review | Review oo Decide | Review | Review

(Excluding 100,000,000)

(Excluding 100,000,000)
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Under : Under .
10,000,000(Including Decide 30,000,000(Including Decide
10,000,000) 30,000,000)
10,000,000 (Excluding . . 30,000,000 (Excluding . .
Other fixed.assets | 10,000,000)~40,000,000 Decide | Review Equipment  |30,000,000)~80,000,000 Decide | Review
(Including 40,000,000) (Including 80,000,000)
Above . . . Above . . .
40,000,000(Excluding Decide | Review | Review 80,000,000(Excluding Decide | Review | Review
40,000,000) 80,000,000)
Under . Decide | Review Under . Decide | Review
10,000,000(Including 20,000,000(Including
Certificate of  |10,000,000) Certificate of  |20,000,000)
; Above . . . . Above : : ;
Membership 10,000,000(Excluding Decide | Review | Review Membership 20,000,000(Excluding Decide | Review | Review
10,000,000) 20,000,000)
Under Decide Under Decide
10,000,000(Including 20,000,000(Including
10,000,000) 20,000,000)
10,000,000(Excluding Decide | Review 20,000,000(Excluding Decide | Review
Intangible Assets |10,000,000)-40,000,000 Intangible Assets |20,000,000)-80,000,000
(Including 40,000,000) (Including 80,000,000)
Above Decide | Review | Review Above_ Decide | Review | Review
40,000,000(Excluding 80,000,000(Excluding
80,000,000) 80,000,000)
Under Decide |Review Under Decide [Review
50,000,000(Including 80,000,000(Including
Creditor’s Right of Creditor’s Right of
50,000,000) 80,000,000)
Financial Financial
o Above_ Decide | Review | Review o Above_ Decide | Review | Review
Institution Institution
50,000,000(Excluding 80,000,000(Excluding
50,000,000) 80,000,000)
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. Without Resolution of . Without Resolution of
Assets acquired or Shareholders’ Meeting in | Decide | Review | Review Assets acquired or Shareholders’ Meeting in | Decide | Review | Review
disposed of in  |Accordance with Law disposed of in  |Accordance with Law
" ith With Resolution of " ith With Resolution of
connection wi Shareholders’ Meeting in connection wi Shareholders’ Meeting in
mergers, Accordance with Law mergers, Accordance with Law
demergers, demergers,
acquisitions, or Review | Review | Review acquisitions, or Review | Review | Review
transfer of shares transfer of shares
in accordance with in accordance with
law law
Under Decide | Review Under Decide | Review
20,000,000(Including 80,000,000(Including
Other Important |20,000,000) Other Important |80,000,000)
Assets Above Decide | Review | Review Assets Above Decide | Review | Review
20,000,000(Excluding 80,000,000(Excluding
20,000,000) 80,000,000)

2) With respect to the company's acquisition or disposal of

assets that is subject to the approval of the board of
directors under the company's procedures or other laws or
regulations, if a director expresses dissent and it is
contained in the minutes or a written statement, the
company shall submit the director's dissenting opinion to
each supervisor.

Where the position of independent director has been
created in accordance with the provisions of the Act, when
a transaction involving the acquisition or disposal of
assets is submitted for discussion by the board of directors
pursuant to the preceding paragraph, the board of directors
shall take into full consideration each independent

2)

With respect to the company's acquisition or disposal of
assets that is subject to the approval of the board of
directors under the company's procedures or other laws or
regulations, if a director expresses dissent and it is
contained in the minutes or a written statement, the
company shall submit the director's dissenting opinion to
each supervisor.

Where the position of independent director has been
created in accordance with the provisions of the Act, when
a transaction involving the acquisition or disposal of assets
is submitted for discussion by the board of directors
pursuant to the preceding paragraph, the board of directors
shall take into full consideration each independent

-49 -




director's opinions. If an independent director objects to or
expresses reservations about any matter, it shall be
recorded in the minutes of the board of directors meeting.
If the Procedure has regulations of must to resolution by
Board of directors, the Board of directors meeting more
than two-thirds of the directors should attend, and to
attend a majority of the members agree.

2. The units responsible for implementation

The company’s units responsible for implementation as

follows:

A. Long term security ~ Certificate of Membership - Assets
Received from Merger, Division, Acquisition or Transfer
of Stocks in Accordance with Law and Other Important
Assets: The general manager or Chairman instructs the
special project groups are responsible for assessing and
carrying out.

B. Short term security ~ Derivatives and Creditor’s Right of
Financial Institution: Assessed and carried out by
financial accounting department.

C. Real Estate : Undertaken by the General affair department.

D. Otherfixed-assets : Undertaken together with the
departments of general admin department by the demand
unit.

E. Public announcement and regulatory filing procedures :
Declare announcement personnel, arrange with, ask the
organizor to remit and exactly announce and declare the
relevant materials, the pool is handled.

3. Transaction Process
About the Company acquires or disposes of trading process
and handle, in accordance with the relevant regulations of
relevant decree and internal control system of our company.

director's opinions. If an independent director objects to or
expresses reservations about any matter, it shall be
recorded in the minutes of the board of directors meeting.
If the Procedure has regulations of must to resolution by
Board of directors, the Board of directors meeting more
than two-thirds of the directors should attend, and to
attend a majority of the members agree.

2. The units responsible for implementation

The company’s units responsible for implementation as

follows:

A. Long term security ~ Certificate of Membership - Assets
Received from Merger, Division, Acquisition or Transfer
of Stocks in Accordance with Law and Other Important
Assets: The general manager or Chairman instructs the
special project groups are responsible for assessing and
carrying out.

B. Short term security ~ Derivatives and Creditor’s Right of
Financial Institution: Assessed and carried out by
financial accounting department.

C. Real Estate : Undertaken by the General affair department.

D. Equipment : Undertaken together with the departments of
general admin department by the demand unit.

E. Public announcement and regulatory filing procedures :
Declare announcement personnel, arrange with, ask the
organizor to remit and exactly announce and declare the
relevant materials, the pool is handled.

3. Transaction Process

About the Company acquires or disposes of trading process

and handle, in accordance with the relevant regulations of

relevant decree and internal control system of our company.

Avrticle 7: Control procedures for the acquisition and disposal of assets
by subsidiaries
1. The company shall see to it that its subsidiaries adopt and

Article 7: Control procedures for the acquisition and disposal of assets
by subsidiaries
1. The company shall see to it that its subsidiaries adopt and

According to
“Regulations Governing
the Acquisition and
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implement the procedures for the acquisition or disposal of
assets.

2. The Company's subsidiaries control program acquisition or
disposition of assets, noted accordance with relevant laws
and regulations relating to the Company's internal control
system of the handle.

3. Information required to be publicly announced and reported
in accordance with the provisions of Chapter V on
acquisitions and disposals of assets by a subsidiary of a the
company that is not itself a public company in Taiwan shall
be reported by the public [parent] company.

The paid-in capital or total assets of the company shall be the

standard for determining whether or not a subsidiary referred to

in the preceding subparagraph is subject to Article 19,

paragraph 1 requiring a public announcement and regulatory

filing in the event the type of transaction specified therein
reaches 20 percent of paid-in capital or 10 percent of the total
assets.

implement the procedures for the acquisition or disposal of
assets.

2. The Company's subsidiaries control program acquisition or
disposition of assets, noted accordance with relevant laws
and regulations relating to the Company's internal control
system of the handle.

3. Information required to be publicly announced and reported
in accordance with the provisions of Chapter V on
acquisitions and disposals of assets by a subsidiary of a the
company that is not itself a public company in Taiwan shall
be reported by the public [parent] company.

The paid-in capital or total assets of the company shall be the

standard for determining whether or not a subsidiary referred to

in the preceding paragraph is subject to Article 19, paragraph

1 requiring a public announcement and regulatory filing in the

event the type of transaction specified therein reaches 20

percent of paid-in capital or 10 percent of the total assets.

Disposal of Assets by
Public Companies” and
For the Company’s
requirements of business
operation.

Avrticle 9: Resolution procedures

When the company intends to acquire or dispose of real
property from or to a related party, or when it intends to acquire
or dispose of assets other than real property from or to a related
party and the transaction amount reaches 20 percent or more of
paid-in capital, 10 percent or more of the company's total assets,
or NT$300 million or more, the company may not proceed to
enter into a transaction contract or make a payment until the
following matters have been approved by the board of directors
and recognized by the supervisors:

1) The purpose, necessity and anticipated benefit of the
acquisition or disposal of assets.

2) The reason for choosing the related party as a trading
counterparty.

3) With respect to the acquisition of real property from a related
party, information regarding appraisal of the reasonableness
of the preliminary transaction terms in accordance with

Article 9: Resolution procedures

When the company intends to acquire or dispose of real
property from or to a related party, or when it intends to acquire
or dispose of assets other than real property from or to a related
party and the transaction amount reaches 20 percent or more of
paid-in capital, 10 percent or more of the company's total assets,
or NT$300 million or more, except in trading of government
bonds or bonds under repurchase and resale agreements, or

subscription or redemption of domestic money market

funds, the company may not proceed to enter into a transaction

contract or make a payment until the following matters have
been approved by the board of directors and recognized by the
supervisors:

1) The purpose, necessity and anticipated benefit of the
acquisition or disposal of assets.

2) The reason for choosing the related party as a trading
counterparty.

3) With respect to the acquisition of real property from a related
party, information regarding appraisal of the reasonableness
of the preliminary transaction terms in accordance with
Article 10 and Article 11.

According to
“Regulations Governing
the Acquisition and
Disposal of Assets by
Public Companies” and
For the Company’s
requirements of business
operation.
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Article 10 and Article 11.

4) The date and price at which the related party originally
acquired the real property, the original trading counterparty,
and that trading counterparty's relationship to the company
and the related party.

5) Monthly cash flow forecasts for the year commencing from
the anticipated month of signing of the contract, and
evaluation of the necessity of the transaction, and
reasonableness of the funds utilization.

6) An appraisal report from a professional appraiser or a CPA's
opinion obtained in compliance with the preceding article.
7) Restrictive covenants and other important stipulations
associated with the transaction.
The calculation of the transaction amounts referred to in the
preceding paragraph shall be made in accordance with Article
19, paragraph 2 herein, and "within the preceding year" as used
herein refers to the year preceding the date of occurrence of the
current transaction. Items that have been approved by the board
of directors and recognized by the supervisors need not be
counted toward the transaction amount.
With respect to the acquisition or disposal of business-use
rmachinery-and equipment between the company and its parent
or subsidiaries, the company's board of directors may pursuant
to Article 7, paragraph 1, subparagraph 3 delegate the board
chairman to decide such matters when the transaction is within
a certain amount and have the decisions subsequently submitted
to and ratified by the next board of directors meeting.
Where the position of independent director has been created in
accordance with the provisions of the Act, when a matter is
submitted for discussion by the board of directors pursuant to
the-preceding paragraph, the board of directors shall take into
full consideration each independent director's opinions. If an
independent director objects to or expresses reservations about
any matter, it shall be recorded in the minutes of the board of
directors meeting.

4) The date and price at which the related party originally
acquired the real property, the original trading counterparty,
and that trading counterparty's relationship to the company
and the related party.

5) Monthly cash flow forecasts for the year commencing from
the anticipated month of signing of the contract, and
evaluation of the necessity of the transaction, and
reasonableness of the funds utilization.

6) An appraisal report from a professional appraiser or a CPA's
opinion obtained in compliance with the preceding article.

7) Restrictive covenants and other important stipulations
associated with the transaction.

The calculation of the transaction amounts referred to in the

preceding paragraph shall be made in accordance with Article

19, paragraph 2 herein, and "within the preceding year" as used

herein refers to the year preceding the date of occurrence of the

current transaction. Items that have been approved by the board
of directors and recognized by the supervisors need not be
counted toward the transaction amount.

With respect to the acquisition or disposal of business-use

equipment between the company and its parent or subsidiaries,

the company's board of directors may pursuant to Article 5,

paragraph 1, subparagraph 1 delegate the board chairman to

decide such matters when the transaction is within a certain
amount and have the decisions subsequently submitted to and
ratified by the next board of directors meeting.

Where the position of independent director has been created in

accordance with the provisions of the Act, when a matter is

submitted for discussion by the board of directors pursuant to
paragraph 1, the board of directors shall take into full
consideration each independent director's opinions. If an
independent director objects to or expresses reservations about
any matter, it shall be recorded in the minutes of the board of
directors meeting.

Avrticle 10: Appraisal procedures

The company that acquires real property from a related party
shall evaluate the reasonableness of the transaction costs by the

Article 10: Appraisal procedures
The company that acquires real property from a related party
shall evaluate the reasonableness of the transaction costs by the

According to
“Regulations Governing
the Acquisition and
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following means:

1) Based upon the related party's transaction price plus
necessary interest on funding and the costs to be duly borne
by the buyer. "Necessary interest on funding" is imputed as
the weighted average interest rate on borrowing in the year
the company purchases the property; provided, it may not be
higher than the maximum non-financial industry lending rate
announced by the Ministry of Finance.

2) Total loan value appraisal from a financial institution where
the related party has previously created a mortgage on the
property as security for a loan; provided, the actual
cumulative amount loaned by the financial institution shall
have been 70 percent or more of the financial institution's
appraised loan value of the property and the period of the
loan shall have been 1 year or more. However, this shall not
apply where the financial institution is a related party of one
of the trading counterparties.

Where land and structures thereupon are combined as a single

property purchased in one transaction, the transaction costs for

the land and the structures may be separately appraised in
accordance with either of the means listed in the preceding
paragraph.

The company that acquires real property from a related party

and appraises the cost of the real property in accordance with

paragraph 1 and paragraph 2 shall also engage a CPA to check
the appraisal and render a specific opinion.

Where the company acquires real property from a related party

and one of the following circumstances exists, the acquisition

shall be conducted in accordance with Article 14 and the
preceding three paragraphs do not apply:

1) The related party acquired the real property through
inheritance or as a gift.

2) More than 5 years will have elapsed from the time the related
party signed the contract to obtain the real property to the
signing date for the current transaction.

3) The real property is acquired through signing of a joint
development contract with the related party.

following means:

1) Based upon the related party's transaction price plus
necessary interest on funding and the costs to be duly borne
by the buyer. "Necessary interest on funding" is imputed as
the weighted average interest rate on borrowing in the year
the company purchases the property; provided, it may not
be higher than the maximum non-financial industry lending
rate announced by the Ministry of Finance.

2) Total loan value appraisal from a financial institution where
the related party has previously created a mortgage on the
property as security for a loan; provided, the actual
cumulative amount loaned by the financial institution shall
have been 70 percent or more of the financial institution's
appraised loan value of the property and the period of the
loan shall have been 1 year or more. However, this shall
not apply where the financial institution is a related party of
one of the trading counterparties.

Where land and structures thereupon are combined as a single

property purchased in one transaction, the transaction costs for

the land and the structures may be separately appraised in
accordance with either of the means listed in the preceding
paragraph.

The company that acquires real property from a related party

and appraises the cost of the real property in accordance with

paragraph 1 and paragraph 2 shall also engage a CPA to check
the appraisal and render a specific opinion.

Where the company acquires real property from a related party

and one of the following circumstances exists, the acquisition

shall be conducted in  accordance with Article 14 and the
preceding three paragraphs do not apply:

1) The related party acquired the real property through
inheritance or as a gift.

2) More than 5 years will have elapsed from the time the related
party signed the contract to obtain the real property to the
signing date for the current transaction.

3) The real property is acquired through signing of a joint
development contract with the related party, or through
engaging a related party to build real property, either on

the company's own land or on rented land.

Disposal of Assets by
Public Companies” and
For the Company’s
requirements of business
operation.
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Article 19: Public announcement and regulatory filing procedures

Under any of the following circumstances, the company
acquiring or disposing of assets shall publicly announce and
report the relevant information on the FSC's designated website
in the appropriate format as prescribed by regulations within 2
days commencing immediately from the date of occurrence of
the event:

1) Acquisition or disposal of real property from or to a related
party, or acquisition or disposal of assets other than real
property from or to a related party where the transaction
amount reaches 20 percent or more of paid-in capital, 10
percent or more of the company's total assets, or NT$300
million or more; provided, this shall not apply to trading of
government bonds or bonds under repurchase and resale
agreements.

2) Merger, demerger, acquisition, or transfer of shares.

3) Losses from derivatives trading reaching the limits on
aggregate losses or losses on individual contracts set out in
the procedures adopted by the company.

4) Where an asset transaction other than any of those referred to
in the preceding three subparagraphs, a disposal of
receivables by a financial institution, or an investment in the
mainland China area reaches 20 percent or more of paid-in
capital or NT$300 million; provided, this shall not apply to
the following circumstances:

A. Trading of government bonds.

B. Securities trading by investment professionals on foreign
or domestic securities exchanges or over-the-counter
markets.

C. Trading of bonds under repurchase/resale agreements.

D. Where the type of asset acquired or disposed is
equipment/machinery for business use, the trading

Article 19: Public announcement and regulatory filing procedures

Under any of the following circumstances, the company
acquiring or disposing of assets shall publicly announce and
report the relevant information on the FSC's designated website
in the appropriate format as prescribed by regulations within 2
days commencing immediately from the date of occurrence of
the event:

1) Acquisition or disposal of real property from or to a related
party, or acquisition or disposal of assets other than real
property from or to a related party where the transaction
amount reaches 20 percent or more of paid-in capital, 10
percent or more of the company's total assets, or NT$300
million or more; provided, this shall not apply to trading of
government bonds or bonds under repurchase and resale
agreements, or subscription or redemption of domestic
money market funds.

2) Merger, demerger, acquisition, or transfer of shares.

3) Losses from derivatives trading reaching the limits on
aggregate losses or losses on individual contracts set out in
the procedures adopted by the company.

4) Where an asset transaction other than any of those referred to
in the preceding three subparagraphs, a disposal of
receivables by a financial institution, or an investment in the
mainland China area reaches 20 percent or more of paid-in
capital or NT$300 million; provided, this shall not apply to
the following circumstances:

A. Trading of government bonds.

B. Securities trading by investment professionals on foreign
or domestic securities exchanges or over-the-counter
markets, or subscription of securities by a securities
firm, either in the primary market or in accordance
with relevant regulations.

C. Trading of bonds under repurchase/resale agreements, or_
subscription or redemption of domestic money
market funds.

D. Where the type of asset acquired or disposed is

equipment/machinery for business use, the trading

According to
“Regulations Governing
the Acquisition and
Disposal of Assets by
Public Companies” and
For the Company’s
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counterparty is not a related party, and the transaction
amount is less than NT$500 million.

E. Where land is acquired under an arrangement on engaging
others to build on the company's own land, engaging
others to build on rented land, joint construction and
allocation of housing units, joint construction and
allocation of ownership percentages, or joint construction
and separate sale, and the amount the company expects to

invest in the transaction is less than NT$500 million.

The amount of transactions above shall be calculated as

follows:

1) The amount of any individual transaction.

2) The cumulative transaction amount of acquisitions and
disposals of the same type of underlying asset with the same
trading counterparty within the preceding year.

3) The cumulative transaction amount of real property
acquisitions and disposals (cumulative acquisitions and
disposals, respectively) within the same development project
within the preceding year.

4) The cumulative transaction amount of acquisitions and
disposals (cumulative acquisitions and disposals,
respectively) of the same security within the preceding year.

"Within the preceding year" as used in the preceding paragraph

refers to the year preceding the date of occurrence of the current

transaction. Items duly announced in accordance with these

Regulations need not be counted toward the transaction amount.

The company shall compile monthly reports on the status of

derivatives trading engaged in up to the end of the preceding

month by itself and any subsidiaries that are not domestic
public companies and enter the information in the prescribed
format into the information reporting website designated by the

FSC by the 10th day of each month.

When the company at the time of public announcement makes

an error or omission in an item required by regulations to be

publicly announced and so is required to correct it, all the items
shall be again publicly announced and reported in their entirety.

The company acquiring or disposing of assets shall keep all

counterparty is not a related party, and the transaction
amount is less than NT$500 million.

E. Where land is acquired under an arrangement on engaging
others to build on the company's own land, engaging
others to build on rented land, joint construction and
allocation of housing units, joint construction and
allocation of ownership percentages, or joint construction
and separate sale, and the amount the company expects to

invest in the transaction is less than NT$500 million.

The amount of transactions above shall be calculated as

follows:

1) The amount of any individual transaction.

2) The cumulative transaction amount of acquisitions and
disposals of the same type of underlying asset with the same
trading counterparty within the preceding year.

3) The cumulative transaction amount of real property
acquisitions and disposals (cumulative acquisitions and
disposals, respectively) within the same development project
within the preceding year.

4) The cumulative transaction amount of acquisitions and
disposals (cumulative acquisitions and disposals,
respectively) of the same security within the preceding year.

"Within the preceding year" as used in the preceding paragraph

refers to the year preceding the date of occurrence of the current

transaction. Items duly announced in accordance with these

Regulations need not be counted toward the transaction amount.

The company shall compile monthly reports on the status of

derivatives trading engaged in up to the end of the preceding

month by itself and any subsidiaries that are not domestic
public companies and enter the information in the prescribed
format into the information reporting website designated by the

FSC by the 10th day of each month.

When the company at the time of public announcement makes

an error or omission in an item required by regulations to be

publicly announced and so is required to correct it, all the items
shall be again publicly announced and reported in their entirety.

The company acquiring or disposing of assets shall keep all
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relevant contracts, meeting minutes, log books, appraisal
reports and CPA, attorney, and securities underwriter opinions
at the company headquarters, where they shall be retained for 5
years except where another act provides otherwise.

relevant contracts, meeting minutes, log books, appraisal
reports and CPA, attorney, and securities underwriter opinions
at the company headquarters, where they shall be retained for 5
years except where another act provides otherwise.

Avrticle 20: Other important matters

Where any of the following circumstances occurs with respect

to a transaction that a the company has already publicly

announced and reported in accordance with the following

paragraph, a public report of relevant information shall be made

on the information reporting website designated by the FSC

within two days from the day of occurrence of the fact:

1) Change, termination, or rescission of a contract signed in
regard to the original transaction.

2) The merger, demerger, acquisition, or transfer of shares is
not completed by the scheduled date set forth in the contract.

3) Change to the originally publicly announced and reported
information.

Article 20: Other important matters

Where any of the following circumstances occurs with respect
to a transaction that the company has already publicly
announced and reported in accordance with the preceding
article, a public report of relevant information shall be made on
the information reporting website designated by the FSC within
2 days commencing immediately from the date of occurrence of
the event:
1) Change, termination, or rescission of a contract signed in
regard to the original transaction.
2) The merger, demerger, acquisition, or transfer of shares is
not completed by the scheduled date set forth in the contract.
3) Change to the originally publicly announced and reported
information.
For the calculation of 10 percent of total assets under this
Procedure, the total assets stated in the most recent parent
company only financial report or individual financial report

prepared under the Requlations Governing the Preparation

of Financial Reports by Securities Issuers shall be used.

In the case of a company whose shares have no par value or
a par value other than NT$10, for the calculation of
transaction amounts of 20 percent of paid-in capital under
these Regulations, 10 percent of equity attributable to
owners of the parent shall be substituted.

According to
“Regulations Governing
the Acquisition and
Disposal of Assets by
Public Companies” and
For the Company’s
requirements of business
operation.

Avrticle 22: Revised procedures

The company established its procedures for the acquisition or
disposal of assets in accordance with the provisions of these
Regulations and other related rules. After the procedures have
been approved by the board of directors, they shall be submitted
to each supervisor, and then to a shareholders' meeting for
approval; the same applies when the procedures are amended. If
any director expresses dissent and it is contained in the minutes
or a written statement, the company shall submit the director's
dissenting opinion to each supervisor.

Article 22: Revised procedures

The company shall establish its procedures for the acquisition
or disposal of assets in accordance with the provisions of these
Regulations and other related rules. After the procedures have
been approved by the board of directors, they shall be submitted
to each supervisor, and then to a shareholders' meeting for
approval; the same applies when the procedures are amended. If
any director expresses dissent and it is contained in the minutes
or a written statement, the company shall submit the director's
dissenting opinion to each supervisor.

According to
“Regulations Governing
the Acquisition and
Disposal of Assets by
Public Companies” and
For the Company’s
requirements of business
operation.
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Where the position of independent director has been created in
accordance with the provisions of the Act, when the procedures
for the acquisition and disposal of assets are submitted for
discussion by the board of directors pursuant to the preceding
paragraph, the board of directors shall take into full
consideration each independent director's opinions. If an
independent director objects to or expresses reservations about
any matter, it shall be recorded in the minutes of the board of
directors meeting.

When the company revised these procedures, the company shall
be handled in accordance with relevant regulations
announcement and reporting matters.

Where the position of independent director has been created in
accordance with the provisions of the Act, when the procedures
for the acquisition and disposal of assets are submitted for
discussion by the board of directors pursuant to the preceding
paragraph, the board of directors shall take into full
consideration each independent director's opinions. If an
independent director objects to or expresses reservations about
any matter, it shall be recorded in the minutes of the board of
directors meeting.

When the company revised these procedures, the company shall
be handled in accordance with relevant regulations
announcement and reporting matters.
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[ The amendment comparison table for the Procedure of Procedure of Engaging in Derivatives Trading]

Original Amendment Reason
Article 1 : Purpose Article 1 : Purpose According to
In order to strengthen the company’s risk management In order to strengthen the company’s risk management “Regulations

and for transparency investment information, the
company hereby proposes to set the Procedure according
the “Regulations Governing the Acquisition and Disposal
of Assets by Public Companies” (hereafter “Regulation”)
posted by Financial Supervisory Commission (hereafter
“FSC”), Executive-Yan.

and for transparency investment information, the
company hereby proposes to set the Procedure of
Engaging in Derivatives Trading (hereafter
“Procedure”) according the “Regulations Governing the
Acquisition and Disposal of Assets by Public
Companies” (hereafter “Regulation”) posted by Financial
Supervisory Commission (hereafter “FSC”).

Governing the
Acquisition and
Disposal of Assets by
Public Companies”
and For the
Company’s
requirements of
business operation.

Article 2 : Trading principles and strategies
1. The types of derivatives that may be traded

1) Forward contracts, options contracts, futures
contracts, leverage contracts, and swap contracts,
and compound contracts combining the above
products, whose value is derived from assets,
interest rates, foreign exchange rates, indexes or
other interests.

2) The term "forward contracts" does not include
insurance contracts, performance contracts,
after-sales service contracts, long-term leasing
contracts, or long-term purchase (sales) agreements.

3) Bond trading shall be regulated by the Procedure.

2. Operating or hedging strategies

The aims of engaging in the trade of the derivative

should be avoiding the risks might happen to the

operations or business in the company. To avoid credit
risks, the institutions to trade the derivative should be
mainly those works in long-term relationship with the
company.

3. Segregation of duties
Finance Department: Responsible for foreign exchange

Article 2 : Trading principles and strategies
1. The types of derivatives that may be traded

1) Forward contracts, options contracts, futures
contracts, leverage contracts, and swap contracts,
and compound contracts combining the above
products, whose value is derived from assets,
interest rates, foreign exchange rates, indexes or
other interests.

2) The term "forward contracts” does not include
insurance contracts, performance contracts,
after-sales service contracts, long-term leasing
contracts, or long-term purchase (sales) agreements.

3) Bond trading shall be regulated by the Procedure.

2. Operating or hedging strategies

The aims of engaging in the trade of the derivative

should be avoiding the risks might happen to the

operations or business in the company. To avoid credit
risks, the institutions to trade the derivative should be
mainly those works in long-term relationship with the
company.

3. Segregation of duties
Finance Department: Responsible for foreign exchange

For the Company’s
requirements of
business operation.
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Original

Amendment

Reason

management, such as market information collection,
trends and risk determining, and should familiar with
financial instruments and the operating. The personnel
of manage foreign exchange is authorized by the
instructions of the in charge of the finance department,
to control the positions of foreign exchange according
to the company's policy to avoid risks.

Accounting Department : Responsible for confirm the
Derivatives Trading, delivery and log-in detail of the
account.

4. Essentials of performance evaluation
In order to grasp the Derivatives Trading profit and loss
situation, all operate of the derivative will record on the
trade detailed statement by day. In Addition, the
company must calculating the foreign exchange gain or
loss on every monthly ~ quarter—hatyear ~ yearly.

5. Total amount of derivatives contracts that my be traded,
and the maximum loss limit on total trading and for
individual contracts

1) In order to evade the trade risk, the financial
department should grasp the whole Derivatives
Trading position of the company. The total amount
of long-term foreign currency can't exceed the total
amount of real foreign currency demand of the
company.

2) The maximum loss limit of the derivative
contracts: the maximum loss limit for individual
contract is 15% of the contract amount; the
maximum loss limit on total trading is 10% of the
sum of the contract amounts. While foreign
exchange has Material adverse effects the company
should immediately react or disposal.

management, such as market information collection,
trends and risk determining, and should familiar with
financial instruments and the operating. The personnel
of manage foreign exchange is authorized by the
instructions of the in charge of the finance department,
to control the positions of foreign exchange according
to the company's policy to avoid risks.

Accounting Department : Responsible for confirm the
Derivatives Trading, delivery and log-in detail of the
account.

4. Essentials of performance evaluation

In order to grasp the Derivatives Trading profit and
loss situation, all operate of the derivative will record
on the trade detailed statement by day. In Addition, the
company must calculating the foreign exchange gain or
loss on every monthly ~ quarter ~ yearly.

5. Total amount of derivatives contracts that my be traded,
and the maximum loss limit on total trading and for
individual contracts

1) In order to evade the trade risk, the financial
department should grasp the whole Derivatives
Trading position of the company. The total amount
of long-term foreign currency can't exceed the total
amount of real foreign currency demand of the
company.

2) The maximum loss limit of the derivative
contracts: the maximum loss limit for individual
contract is 15% of the contract amount; the
maximum loss limit on total trading is 10% of the
sum of the contract amounts. While foreign
exchange has Material adverse effects the company
should immediately react or disposal.
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Original

Amendment

Reason

Article 3 : Operation procedure
1. The authority limits
When the company is engaged in the trade of the
derivative goods, it shall operate in accordance with
the following amount of money of mandate:
1) Long-term foreign exchange transaction:
The authority limits ( The accumulated amount per
month )

Article 3 : Operation procedure
1. The authority limits
When the company is engaged in the trade of the
derivative goods, it shall operate in accordance with
the following amount of money of mandate:
1) Long-term foreign exchange transaction:
The authority limits ( The accumulated amount per
month )

Capacity and Level of

Total contract amount Authorization

Capacity and Level of

Total contract amount Authorization

Chairman
Of the Board of Directors

USD 0~100,000,000 (Including
100,000,000)

Chairman
Of the Board of Directors

USD 0~100,000,000 (Including
100,000,000)

Above USD 10,000,00 (Excluding

100,000,000) Board of directors e

Above USD 10,000,00 (Excluding

100,000,000) Board of directors e

2) Foreign currency option contracts traded : To avoid
foreign exchange risks, the Chairman of the board is
authorized to sign derivatives trading contract with
banks or financial institutions with the limitation
should not exceed future six-month net foreign
exchange demands or expenditures; and the
cumulative effective contract amounts should not
exceed US$5 millions.

3) Others Derivatives Trading : Should be resolution by

Board of Directors before start this trade.

4) If the Procedure has regulations of must to resolution

by Board of directors, the Board of directors

2) Foreign currency option contracts traded : To avoid
foreign exchange risks, the Chairman of the board is
authorized to sign derivatives trading contract with
banks or financial institutions with the limitation
should not exceed future six-month net foreign
exchange demands or expenditures; and the
cumulative effective contract amounts should not
exceed US$10 millions.

3) Others Derivatives Trading : Should be resolution by

Board of Directors before start this trade.

4) If the Procedure has regulations of must to resolution

by Board of directors, the Board of directors

For the Company’s
requirements of
business operation.
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Original

Amendment

Reason

meeting more than two-thirds of the directors should
attend, and to attend a majority of the members
agree.

2. Operations department and trading procedure

1) Operations department : By financial department
trade personnel, in accordance with authorizing
amount to standardize the financial institution of
introversion and do a deal, if while exceeding the
amount of money of mandate of first of article 3 of
this method, need to obtain and check and approve
in writing in advance under the provision of the
aforesaid. After every transaction finish, make a
deal, reciprocate, fill and present the intersection of
trade and form immediately according to financial
institution, mark out the content, sign cores by the
executive of power and responsibility and will count
the position and trade the single duplicate to deliver
to the accounting department.

2) Trade Confirm : The delivery should do a deal and
confirm with the accounting department of log-in
according to the trade form duplicate of unit making
of the trade, and then carry on delivery and log-in
detail in accordance with the figure that the trade
confirms, the financial department makes and acts as
and gathers together the whole report form to deliver
to the accounting department as the basis which the
accountant comments on per month.

meeting more than two-thirds of the directors
should attend, and to attend a majority of the
members agree.

2. Operations department and trading procedure

1) Operations department : By financial department
trade personnel, in accordance with authorizing
amount to standardize the financial institution of
introversion and do a deal, if while exceeding the
amount of money of mandate of first of article 3 of
this method, need to obtain and check and approve
in writing in advance under the provision of the
aforesaid. After every transaction finish, make a
deal, reciprocate, fill and present the intersection of
trade and form immediately according to financial
institution, mark out the content, sign cores by the
executive of power and responsibility and will count
the position and trade the single duplicate to deliver
to the accounting department.

2) Trade Confirm : The delivery should do a deal and
confirm with the accounting department of log-in
according to the trade form duplicate of unit making
of the trade, and then carry on delivery and log-in
detail in accordance with the figure that the trade
confirms, the financial department makes and acts
as and gathers together the whole report form to
deliver to the accounting department as the basis
which the accountant comments on per month.

Avrticle 4 : Scope of Risk management measures :

1. Risk management :
1) Credit Risk : The target of the trade stipulates that

has banks of business contact with the company.

Article 4 : Scope of Risk management measures :

1. Risk management :
1) Credit Risk : The target of the trade stipulates that
has banks of business contact with the company.

For the Company’s
requirements of
business operation.
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Original

Amendment

Reason

The intersection of log-in and personnel answer and
log-in amount control and manage table behind the
trade, and check account with the correspondent
bank regularly.

2) Market Risk : Log-in personnel should check
whether the total value of trade accords with the
regulation limit of this procedure at any time. The
accounting department should carry on the
assessment of market price at any time, and pay
attention to the impact on increase and decrease
with possible position held of fluctuating of the
market price in the future.

3) Liquidity Risk : In order to guarantee the flow ability
of market, the financial institution of the trade must
have sufficient apparatus, information and trade
ability, and can do a deal on any market.

4) Cash flow Risk : The trade of the derivative goods is
based on essence trade, so as to ensure the voluntary
ability to perform of the delivery. Trade personnel
should also pay attention to the cash flow of the
company at any time, there is enough cash to pay
while so as to ensure to complete a business
transitioning.

5) Operational Risk : Must really observe and authorize
amount and operational procedure.

6) Legal Risks : Amy-contactsigned-with-the-bank-must
bedeoking-averofrelevantpersonnelof-the-taws
affair:

2. Personnel engaged in derivatives trading may not serve
concurrently in other operations such as confirmation
and settlement.

3. Risk measurement, monitoring, and control personnel

The intersection of log-in and personnel answer and
log-in amount control and manage table behind the
trade, and check account with the correspondent
bank regularly.

2) Market Risk : Log-in personnel should check
whether the total value of trade accords with the
regulation limit of this procedure at any time. The
accounting department should carry on the
assessment of market price at any time, and pay
attention to the impact on increase and decrease
with possible position held of fluctuating of the
market price in the future.

3) Liquidity Risk : In order to guarantee the flow ability
of market, the financial institution of the trade must
have sufficient apparatus, information and trade
ability, and can do a deal on any market.

4) Cash flow Risk : The trade of the derivative goods is
based on essence trade, so as to ensure the voluntary
ability to perform of the delivery. Trade personnel
should also pay attention to the cash flow of the
company at any time, there is enough cash to pay
while so as to ensure to complete a business
transitioning.

5) Operational Risk : Must really observe and authorize
amount and operational procedure.

6) Legal Risks : The documents signed with trading
counterparts shall be confined to mainly the
contracts in popular use in the market. Any
unigue contracts shall not be put into use until
viewed and recommended by the Legal
Department or the Attorney-at-Law.

2. Personnel engaged in derivatives trading may not serve




Original

Amendment

Reason

shall be assigned to a different department that the
personnel in the preceding subparagraph and shall
report to the board of directors or senior management
personnel with no responsibility for trading or position
decision-making.

4. Derivatives trading positions held shall be evaluated at
least once per week; however, positions for hedge
trades required by business shall be evaluated at least
twice per month. Evaluation reports shall be submitted
to senior management personnel authorized by the
board of directors.

5. Other important risk management measures.

concurrently in other operations such as confirmation
and settlement.

3. Risk measurement, monitoring, and control personnel
shall be assigned to a different department that the
personnel in the preceding subparagraph and shall
report to the board of directors or senior management
personnel with no responsibility for trading or position
decision-making.

4. Derivatives trading positions held shall be evaluated at
least once per week; however, positions for hedge
trades required by business shall be evaluated at least
twice per month. Evaluation reports shall be submitted
to senior management personnel authorized by the
board of directors.

5. Other important risk management measures.

Article 6 : Regular evaluation methods and the handling of
irregular circumstances
Where the company engaging in derivatives trading, its
board of directors shall faithfully supervise and manage
such trading in accordance with the following principles:

1) Designate senior management personnel to pay
continuous attention to monitoring and controlling
derivatives trading risk.

2. Periodically evaluate whether derivatives trading
performance is consistent with established
operational strategy and whether the risk undertaken

is within the company's permitted scope of tolerance.
President or Chairman of the Board of Directors
personnel authorized by the board of directors shall
manage derivatives trading in accordance with the
following principles:

1) Periodically evaluate the risk management measures

Article 6 : Regular evaluation methods and the handling of
irregular circumstances
Where the company engaging in derivatives trading, its
board of directors shall faithfully supervise and manage
such trading in accordance with the following principles:

1) Designate President or Chairman of the Board of
Directors personnel to pay continuous attention to
monitoring and controlling derivatives trading risk.

2) Periodically evaluate whether derivatives trading
performance is consistent with established
operational strategy and whether the risk undertaken

is within the company's permitted scope of tolerance.
President or Chairman of the Board of Directors
personnel authorized by the board of directors shall
manage derivatives trading in accordance with the
following principles:

1) Periodically evaluate the risk management measures

According to
“Regulations
Governing the
Acquisition and
Disposal of Assets by
Public Companies”
and For the
Company’s
requirements of
business operation.
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Original

Amendment

Reason

currently employed are appropriate and are

faithfully conducted in accordance with these
Regulations and the procedures for engaging in
derivatives trading formulated by the company.

2) When irregular circumstances are found in the course
of supervising trading and profit-loss circumstances,
appropriate measures shall be adopted and a report
immediately made to the board of directors; where a
company has independent directors, an independent
director shall be present at the meeting and express

an opinion.

The company shall report to the board of directors after it

authorizes the relevant personnel to handle derivates
trading in accordance with its Procedures for Engaging in
Derivatives Trading.

currently employed are appropriate and are
faithfully conducted in accordance with these
Regulations and the procedures for engaging in
derivatives trading formulated by the company.

2) When irregular circumstances are found in the course
of supervising trading and profit-loss circumstances,
appropriate measures shall be adopted and a report
immediately made to the board of directors; where a
company has independent directors, an independent
director shall be present at the meeting and express
an opinion.

The company shall report to the soonest meeting of the
board of directors after it authorizes the relevant

personnel to handle derivates trading in accordance with
its Procedures for Engaging in Derivatives Trading.

Article 7 :

Public Disclosure of Information

1.

Losses from derivatives trading reaching the limits on
aggregate losses or losses on individual contracts set out
in the procedures adopted by the company, the company
shall publicly announce and report the relevant
information on the FSC's designated website in the
appropriate format as prescribed by regulations within 2
days commencing immediately from the date of
occurrence of the event.

. Before-the-10% day-of-each-menth the company shall
compile monthly reports on the status of derivatives
trading engaged in up to the end of the preceding month
by itself and any subsidiaries that are not domestic
public companies and enter the information in the
prescribed format into the information reporting website
designated by the FSC.

Avrticle 7 : Public Disclosure of Information

1. Losses from derivatives trading reaching the limits on
aggregate losses or losses on individual contracts set out
in the procedures adopted by the company, the company
shall publicly announce and report the relevant
information on the FSC's designated website in the
appropriate format as prescribed by regulations within 2
days commencing immediately from the date of
occurrence of the event.

2. The company shall compile monthly reports on the
status of derivatives trading engaged in up to the end of
the preceding month by itself and any subsidiaries that
are not domestic public companies and enter the
information in the prescribed format into the
information reporting website designated by the FSC by
the 10th day of each month.

According to
“Regulations
Governing the
Acquisition and
Disposal of Assets by
Public Companies”
and For the
Company’s
requirements of
business operation.

Article 8 :

Establish a log book

Article 8 : Establish a log book

According to
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Original

Amendment

Reason

The company engaging in derivatives trading shall
establish a log book in which details of the types and
amounts of derivatives trading engaged in, board of
directors approval dates, and the matters required to be
carefully evaluated under subparagraph 4 of Article 4
and subparagraph 2 of paragraph 1, and subparagraph 1
of paragraph 2, of Article 6 shall be recorded in detail in
the log book.

The company engaging in derivatives trading shall
establish a log book in which details of the types and
amounts of derivatives trading engaged in, board of
directors approval dates, and the matters required to be
carefully evaluated under subparagraph 4 of Article 4
and subparagraph 2 of paragraph 1, and subparagraph 1
of paragraph 2, of Article 6 shall be recorded in detail in
the log book.

“Regulations
Governing the
Acquisition and
Disposal of Assets by
Public Companies”
and amendment the
word.
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[APPENDIX 1]

PHISON ELECTRONICS CORP.
RULES AND PROCEDURES OF SHAREHOLDER MEETINGS

. Shareholders' Meeting of the Company (the "Meeting") shall be conducted in
accordance with these Rules and Procedures. Any matter not provided in these
Rules and Procedures shall be handled in accordance with the Company Law and
the Articles of Incorporation of the Company.

. Shareholders or their representatives attending the Meeting shall wear on
Certificate of Attendance. They shall also sign on the attendance book or submit
the attendance card for the purpose of calculating the number of shares
represented by shareholders attending the Meeting.

. The Meeting shall be held at the head office of the Company or at any other
appropriate place that is convenient for the shareholders to attend. The time to
start the Meeting shall not be earlier than 9:00 a.m. or later than 3:00 p.m.

. The Company may appoint designated counsel, CPA or other related persons to
attend the Meeting. Persons handling affairs of the Meeting shall wear
identification cards or badges.

. The process of the Meeting shall be tape-recorded or videotaped and these tapes
shall be preserved for at least one year.

. Chairman shall call the Meeting to order at the time the number of shares
represented by the shareholders present at the Meeting constituted the quorum. If
the number of shares represented by the shareholders present at the Meeting has
not yet constituted the quorum at the time scheduled for the Meeting, Chairman
may postpone the time for the Meeting. The postponements shall be limited to
two times at the most and Meeting shall not be postponed for longer than one
hour in the aggregate. If after two postponements no quorum can yet be
constituted but the shareholders present at the Meeting represent more than one -
third of the total outstanding shares, tentative resolutions may be made in
accordance with Article 175 of the Company Law. If during the process of the

Meeting the number of outstanding shares represented by the shareholders
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present becomes sufficient to constitute the quorum, Chairman may submit the
tentative resolutions to the Meeting for approval in accordance with Article 174 of
the Company Law.

7. The Agenda of the Meeting shall be set by the Board of Directors if the Meeting is
convened by the Board of Directors. Unless otherwise resolved at the Meeting, the
Meeting shall proceed in accordance with the agenda.

The above provision applies mutatis mutandis to cases where the Meeting is
convened by any person, other than the Board of Directors, entitled to convene
such Meeting.

Unless otherwise resolved at the Meeting, the chairman cannot announce
adjournment of the Meeting before all the discussion items (including special
motions) listed in the agenda are resolved.

The shareholders cannot designate any other person as chairman and continue
the Meeting in the same or other place after the Meeting is adjourned. However,
in the event that Chairman adjourns the Meeting in violation of these Rules and
Procedures, the shareholders may designate, by a majority of votes represented
by shareholders attending the Meeting, one person as chairman to continue the
Meeting.

7-1 The shareholders who held more than one percent (including one percent) of
total outstanding shares of the Company can propose the motion of the regular
shareholder meeting in written form.

The Company should announce the period and place of accepting shareholders to

propose the motions before the suspension period of stock transfer before the

regular shareholder meeting. And the period of accepting shareholders to

propose the motions can not less than ten days.

The motions proposed by the shareholders need to be discussed by the board

directors meeting, if there are no any concerns happened as below , the motions

should be added into the meeting notice of the regular shareholders meeting;:

(1) The motion should not be discussed by the shareholders meeting.

(2) The shareholder who proposed the motion, his/her shareholding rate of total
outstanding shares of the Company did not reach one percent during the
suspension period of stock transfer before the regular shareholder meeting..
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10.

11.

(3) The motion was proposed over the accepting period announced by the
Company.

(4) The shareholder proposed more than one motion, or the wordings (including
the punctuation marks) in the motion more than 300 words, or the motion was
not proposed in written form.

The Company should inform the shareholder the result of the motion proposed

by this shareholder before the date of the notice of regular shareholder meeting.

For the motions not added into the regular shareholder meeting, the board

directors should explain the reason in the meeting agenda handbook of regular

shareholder meeting, and don’t need to be included in the meeting agenda and
minutes.

Chairman of the Board of Directors shall be the Chairman presiding at the

Meeting in the case that the Meeting is convened by the Board of Directors. In

case the Chairman of the Board of Directors is on leave of absence or cannot

exercise his powers and authority for any cause, the Vice Chairman shall act on
his behalf. In case there is no Vice Chairman or Vice Chairman is also on leave of
absence or cannot exercise his power and authority for any cause, Chairman of
the Board of Directors may designate one of the managing directors or, where
there are no managing directors, one of the directors, to act on his behalf. In the
absence of such a designation, the managing directors or directors shall elect one
from among themselves. If the Meeting is convened by any other person entitled
to convene the Meeting, such person shall be the Chairman to preside at the

Meeting.

During the Meeting, the Chairman may, at his discretion, set time for

intermission.

Items which were not listed on the Meeting Agenda shall not be discussed or be

resolved. Chairman may announce to end or stop the discussion if Chairman

deems it appropriate.

When a shareholder present at the Meeting wishes to speak, a Speech Note

should be filled out with summary of the speech, the shareholder's number (or

the number of Attendance Card), the name of the shareholder and the amount his
shareholding. The sequence of speeches by shareholders should be decided by
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12.

13.

14.

15.

16.

17.

18.

Chairman.

Unless otherwise permitted by the Chairman, each shareholder shall not speak
more than two times (each time not exceeding 5 minutes). If a corporate
shareholder designates two or more representatives to attend the Meeting, only
one representative can speak for each discussion item.

After the speech of a shareholder, the Chairman may respond himself/herself or
appoint an appropriate person to respond.

In case the speech of any shareholder exceeds the limitation of time or the scope
of the discussion item, Chairman may stop the speech of such shareholder. If the
shareholder who do not obey Chairman’s order and disturb the order of the
Meeting, Chairman may stop his attendance.

The Chairman shall announce to go into voting if the issues had been announced
to end or stop the discussion.

Except otherwise specified in the Company Law or the Articles of Incorporation
of the Company, a resolution shall be adopted by a majority of the votes
represented by the shareholders present at the Meeting. The resolution shall be
deemed adopted and shall have the same effect as if it was voted by casting
ballots if no objection is voiced after solicitation by Chairman.

The person(s) to check and the person(s) to record the ballots during a vote by
casting ballots shall be appointed by the chairman. The person(s) checking the
ballots shall be a shareholder(s). The result of voting shall be announced at the
Meeting and placed on record.

If there is amendment to or substitute for a discussion item, the chairman shall
decide the sequence of voting for such discussion item, the amendment or the
substitute. If any one of them has been adopted, the others shall be deemed
vetoed and no further voting is necessary.

If the motions in written form proposed by the shareholders according to the
Article 172-1 of the Company Law and were approved to add into the regular
shareholders meeting were the same kind of motion proposed by the board
directors, the motions will be combined and be discussed by the rule of
above-mentioned item.

The chairman shall decide the sequence of discussing and voting of the motions
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proposed by shareholders at the extemporaneous motions period.

19. The Chairman may conduct the disciplinary officers or the security guard to assist
in keeping order of the Meeting place. Such disciplinary officers or security
guards shall wear badges marked "Disciplinary Officers" for identification
purpose.

20. In case of air attack alarmed during the proceeding of the Meeting, the Meeting
shall be suspended and the attendants shall split immediately. Chairman may
resume the Meeting one hour after the alarm dismissed.

21. This “Rules and Procedures” shall be effective from the date it is approved by the
Shareholders' Meeting. The same applies in case of revision.

22. This “Rules and Procedures” was established on 26t March 2003.

The first Amendment was on June 14, 2006.
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[ APPENDIX 2]

PHISON ELECTRONICS CORP.
RULES FOR ELECTION OF DIRECTORS AND SUPERVISORS

1. The directors and supervisors of the Company shall be elected in accordance with
the rules specified herein.

2. Election of directors and supervisors of the Company shall prepare separate ballots
for Directors and Supervisors and note the number of voting rights by the board of
directors for distribute to the shareholders of attend the shareholders meeting. The
elector shall be record the name by the ballots of shareholder account number or
certificate of attendance.

3. In the election of directors and supervisors of the Company, the cumulative voting
system applies to the election, each share shall have voting rights equivalent to the
number of seats to be elected and such voting rights can be combined to vote for
one person or divided to vote for several persons.

4. Election of directors and supervisors of the Company shall be held at the
Shareholders' Meeting and appoint to people who shall be have capacity,
accordance with the article of the corporation’s rule of the director and supervisor
number of persons designated. Candidates who acquire more votes should win
the seats of independent directors - directors or supervisors. If two or more persons
acquire the same number of votes and the number of such persons exceeds the
specified seats available, such persons acquiring the same votes shall draw lots to
decide who should win the seats available, and the Chairman shall draw lots on
behalf of the candidate who is not present.

The candidate who had been elected as Director and Supervisor at the same time
shall choose to sit on one of the two positions by himself.

The vacancy of the position shall be sited by the candidate who won the second
majority votes.

5. At the beginning of the election, the Chairman shall appoint several persons to
check and record the ballots, but the scrutineer must be shareholders.

6. The ballot box used for voting shall be prepared by board of directors and checked
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in public by the person to check the ballots before voting.

7. If the candidate is a shareholder of the Company, voters shall fill in the "candidate"
column the candidate's name and shareholder's number, and the number of votes
cast for such candidate. If the candidate is not a shareholder of the Company,
voters shall fill in the "candidate" column the candidate's name, the candidate's ID
number. If the candidate is a legal entity, the full name of the legal entity, the name
of the legal entity, or the name(s) of their representative(s) should be filled in the
column.

8. Ballots shall be deemed void under the following conditions:

(1)Ballots used not prepared by this Company;

(2)Blank ballots not completed by the voter;

(3)Illegible handwriting unable to understand or any of the candidate's name,
shareholder's number (ID number) or the number of votes cast for such
candidate being erased or changed;

(4) If the candidate is a shareholder of the Company, the name or shareholder's
number of the candidate filled in the ballot inconsistent with the shareholders'
register. If the candidate is not a shareholder of the Company, the name or ID
number of the candidate filled in the ballot is incorrect;

(5) Ballots with other written characters or symbols in addition to candidate's name,
shareholder's number (ID number) and the number of votes cast for the
candidate;

(6)Voters not fill in the "candidate" column the candidate's name and shareholder's
number (ID number).

9. Independent and non-independent directors shall be elected at the same time, but
the ballots and will be tallied separately.

10. The ballots should be calculated during the Meeting right after the vote casting
and the results of the directors and supervisors elect roster should be announced
by the Chairman at the Meeting,.

11. If elect process is not according to the Securities and Exchange Law 26-3-3 and
26-3-4, the election loses its potency.

12. The directors and supervisors who to win an election of the company, we shall be
leave each other issued an advice notice by board of directors.
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13. Election of Directors and Supervisors shall be conducted in accordance with these
Rules. Any matter not provided in these Rules shall be handled in accordance
with the Company Law and the Articles of the corporation and other interrelated

law.

14. This “Rules” shall be effective from the date it is approved by the Shareholders'

Meeting. The same applies in case of revision.
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[ APPENDIX 3]

PHISON ELECTRONICS CORP.
ARTICLES OF THE CORPORATION

Section I - General Provisions

1.

The Corporation shall be incorporated, as a company limited by shares, under the
Company Law of the Republic of China, and its name shall be Phison Electronics
Corp.
The scope of business of the Corporation shall be as follows :

1). CC01080 Electronic Parts and Components Manufacturing

2). 1301010 Software Design Services

3). F218010 Retail Sale of Computer Software

4). F119010 Wholesale of Electronic Materials

5). F219010 Retail Sale of Electronic Materials

7). CC01120 Data Storage Media Manufacturing and Duplicating
8). 1501010 Product Designing

9

).
)
).
)
6). CE01030 Photographic and Optical Equipment Manufacturing
).
)
). F401010 International Trade
).

10). 27299999 All business items that are not prohibited or restricted by law,

except those that are subject to special approval

2-1.The Corporation may provide the procedure of Endorsements and Guarantees

and act as a guarantor.

2-2.The total amount of the Corporation 's reinvestment shall not be subject to the

4.

restriction of not more than forty percent of the Corporation 's paid-up capital as
provided in Article 13 of the Company Law.

The Corporation shall have its head office in Hsin Chu, Taiwan, Republic of
China, and shall be free to set up branch offices at various locations within and
without the territory of the Republic of China upon the resolution of the Board of
Directors.

(deleted)

Section II - Capital Stock
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5.

The total capital stock of the Corporation shall be in the amount of 2,300,000,000
New Taiwan Dollars, divided into 230,000,000 shares, at ten New Taiwan Dollars
each, and authorize the Board of Directors to be paid-up in installments.
The Corporation may reserve 160,000,000 New Taiwan Dollars of the total capital
stock of the Corporation, divided into 16,000,000 shares, at ten New Taiwan
Dollars each, to issue employee stock options in installments under resolution of
the Board of Directors.

(deleted)
The share certificates of the Corporation shall all be name-bearing share
certificates with signatures or stamps not less than three Directors.
The Corporation may print a consolidated share certificate in issuing new shares
after going public. It may also be exempted from printing any share certificate for
the shares issued. It may also be exempted from printing any share certificate for
the shares issued and login at TDCC.
(Taiwan Depository & Cleaning Corp.)
Registration for transfer of shares shall be suspended sixty (60) days immediately
before the date of regular shareholder’s meeting, and thirty (30) days
immediately before the date of any special shareholder’s meeting, or within five
(5) days before the day on which dividend, bonus, or any other benefit is
scheduled to be paid by the Company.
Time of previous item, starts from the date the meeting was hold or

from standard date.

8-1. The stock affairs of the Corporation shall follow the ‘Criteria Governing

Handling of Stock Affairs by Public Companies’.

Section III - Shareholder’s Meeting

9.

10.

Shareholders' meetings of the Corporation are of two types, namely: (1) regular
meetings and (2) special meetings. Regular meetings shall be convened, by the
Board of Directors, within six (6) months after the close of each fiscal year. Special
meetings shall be convened if necessary in accordance with the relevant laws.

If a shareholder is unable to attend a meeting, he/she may appoint a
representative to attend it, and to exercise, on his/her behalf, all rights at the
meeting by executing a power of attorney printed by the Corporation therein the
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scope of power authorized to the proxy. Excepted provided by Article 177 of the
Company Law, the use of proxy shall follow ‘Rules Governing the Use of Proxies
for Attendance at Shareholder Meetings of Public Companies’.

11. Each share of stock shall be entitled to one vote, except the conditions regulated
by the Term 3 of Article 157 and Article 179 of Company Law.

11-1. The shareholders' meeting shall be convened by the Board of Directors and be
presided over by the Chairman of the Board of Directors of the Company. In
case the Chairman of the Board of Directors is on leave of absence, the
Chairman may designate one of the directors, to act on his behalf. In the
absence of such a designation, the directors shall elect one from among
themselves. If the Meeting is convened by any other person entitled to convene
the Meeting, such person shall be the chairman to preside at the Meeting. If
there are two or more persons having the convening right, the chairman of the
meeting shall be elected from among themselves.

12. Except as provided in the Company Law, shareholders' meetings may be held if
attended by shareholders in person or by proxy representing more than one half
of the total issued and outstanding capital stock of the Company, and resolutions
shall be adopted at the meeting with the concurrence of a majority of the votes
held by shareholders present at the meeting.

12-1. The reasons for calling a board of directors meeting shall be notified to each
director and supervisor at least seven days in advance. In emergency
circumstances, however, a meeting may be called on shorter notice. The calling
a board of directors meeting notice also could be by Email or fax letters.

Section IV - Directors and Supervisors

13. The Company shall have seven Directors and three Supervisors who shall be

elected by the shareholders' meeting from among the persons with disposing
capacity. The tenure of them shall be three (3) years. But he /she may be eligible
for re-election.
The total shares of the nominal shares of all directors and supervisors must not be
less than the shareholding percentage regulation which was set by the rules and
audit procedures for directors and supervisors share ownership ratio at public
companies.
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13-1. The Company shall have two independent Directors among the

14.

15.

16.

above-mentioned number of Directors. The independent Directors shall be
elected by the system of nominating candidates and by the shareholders'
meeting from the list of candidates of independent Directors.
The Board of Directors is constituted by the Directors. The Directors shall elect
from among themselves a Chairman of the Board of Directors by a majority in a
meeting attended by over two-thirds of the Directors. The Chairman of the Board
of Directors shall have the authority to represent the Corporation.
In case the Chairman of the Board of Directors is on leave of absence, the affairs of
chairing the board of directors' meeting shall be dealt by Article 208 of the
Company Law. The board of directors' meeting shall be convened by the
Chairman of the Board of Directors. The chairing of the board of directors'
meeting shall in accordance with the ‘Regulations Governing Procedure for Board
of Directors Meetings.
Each director shall attend the meeting of the board of directors in person. In case
a meeting of the board of directors is proceeded via visual communication
network, then the directors taking part in such a visual communication meeting
shall be deemed to have attended the meeting in person. In case a director
appoints another director to attend a meeting of the board of directors in his/her
behalf, he/she shall, in each time, issue a written proxy and state therein the
scope of authority with reference to the subjects to be discussed at the
meeting. Consigned proxy is limited to one director per person only.
The compensation of the chairman, directors and supervisors shall be resolved by
the authorized Board of directors according to their individual participated
degree of business operating and the contribution value and the normal standard
of the same business companies.
The Corporation may take out liability insurance for Directors and Supervisors
for the legal liability in their scope of business performance within the term of

office.

Section V - Managers

17. The Corporation may appoint the managements. Appointment, discharge and

remuneration of the managements shall be dealt in accordance with the Article 29
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of Company Law.

Section VI - Accounts

18.

19.

After the close of each fiscal year, thirty (30) days before the date of regular
shareholder’s meeting, the Corporation shall submit the following reports which
shall be prepared by the Board of Directors, and, after being audited by the
Supervisors of the Corporation, to the regular shareholders' meeting for
acceptance: 1. Business Report; 2. Financial Statements; 3. Proposal Concerning
Appropriation of Net Profits or Covering of Losses.

When allocating the profits for each fiscal year, the Corporation shall first paid its
tax, offset its losses in previous years and set aside a legal capital reserve at 10%
of the profits left over, and shall set aside or reverse the special surplus capital
reserve according to the law and regulation of related authorities. The rest of the
profits accumulated with the not yet distributed profits in previous years shall be
wholly or partly to set aside as the distributable profits. The Board of Directors
shall submit a proposal regarding the distribution of profits in accordance the
actual operation situation of the Corporation to the Shareholders” Meeting for
their approval. The profits shall be distributed by the following sequence: (1)1%
for the compensation of the Directors and Supervisors, (2)12% to 25% for
employees’ bonus, and (3) the others for shareholders” dividends. If the
employees’ bonus are distributed by the share stocks, the employees who can be
distributed the stock bonus may include the employees of subsidiaries who need
conform to specific conditions.

Regarding dividend distribution policy of the company shall be adjusted in
accordance with the factors such as investment circumstance, cash demanding,
competition inside and outside the country, and budget of the capital. The
interest of shareholders, equivalent of dividends and long-term financial plan
shall also be considered in making the policy. The Board of Directors shall submit
the Report of Dividends Distribution to the Shareholders” Meeting annually for
their approval. In paying of the shareholders” dividends, the Corporation shall
distribute dividends by cash or stocks, and the cash-dividends shall take the ratio

of the total amount of the shareholders” dividends not less than 10%.

Section VII - Supplementary Provisions
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20. In regard to all matters not provided for in these Articles of the Corporation, the

21.

Company Law shall govern.

These Articles of Incorporation are agreed to and signed on October 24, 2000.

The first Amendment was approved by the shareholders' meeting on November
24, 2000, the second Amendment on September 5, 2001, the third Amendment on
February 15, 2002, the fourth Amendment on April 9, 2002, the fifth Amendment
on June 25, 2002, the sixth Amendment on March 26, 2003, the seventh
Amendment on November 12, 2003, the eighth Amendment on June 15, 2004, the
ninth Amendment on March 17, 2005, the tenth Amendment on June 16, 2005. the
eleventh Amendment on June 14, 2006,the twelfth Amendment on November 1,
2006,the thirteenth Amendment on June 13, 2007, the fourteenth Amendment on
June 13, 2008,the fifteenth Amendment on May 8, 2009,the sixteenth Amendment
on June 15,2010, the seventeenth Amendment on June 15,2011, the eighteenth
Amendment on June 11,2013.
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[ APPENDIX 4]

PHISON ELECTRONICS CORP.

PROCEDURE OF ACQUISITION AND DISPOSAL

OF ASSETS
(ORIGINAL)

Chapter | General Principles

Article 1 :

Article 2:

Article 3:

Purpose and Basis
In order to strengthen the management and implementation of Public Disclosure of
Information of the company, so the company is adopted in accordance with the
provisions of Article 36-1 of the Securities and Exchange Act (“the Act")and the
“Regulations Governing the Acquisition and Disposal of Assets by Public
Companies” (“Regulation”) to set up this Procedure.

Scope

Relating to the Company and subsidiaries shall handle the acquisition or disposal
of assets in compliance with this Procedure; provided, where another law or
regulation provides otherwise, such provisions shall govern.

“Assets” mentioned in this Procedure is defined as the follows:
1. The term "assets" as used in this Procedure includes the following:

1) Long/Short term security investments : Investments in stocks, government
bonds, corporate bonds, financial bonds, securities representing interest in a
fund, depositary receipts, call (put) warrants, beneficial interest securities,
and asset-backed securities.

2) Real property other fixed assets.

3) Memberships.

4) Patents, copyrights, trademarks, franchise rights, and other intangible assets.

5) Claims of financial institutions (including receivables, bills purchased and
discounted, loans, and overdue receivables).

6) Derivatives.

7) Assets acquired or disposed of in connection with mergers, demergers,
acquisitions, or transfer of shares in accordance with law.

9) Other major assets.

2. Terms used in this Procedure are defined as follows:
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1) Derivatives: Forward contracts, options contracts, futures contracts, leverage
contracts, and swap contracts, and compound contracts combining the above
products, whose value is derived from assets, interest rates, foreign exchange
rates, indexes or other interests. The term "forward contracts™ does not
include insurance contracts, performance contracts, after-sales service
contracts, long-term leasing contracts, or long-term purchase (sales)
agreements.

2) Assets acquired or disposed of in connection with mergers, demergers,
acquisitions, or transfer of shares in accordance with law: Refers to assets
acquired or disposed through mergers, demergers, or acquisitions conducted
under the Business Mergers and Acquisitions Act, Financial Holding
Company Act, Financial Institution Merger Act and other acts, or to transfer
of shares from another company through issuance of new shares of its own as
the consideration therefor (hereinafter "transfer of shares™) under Article 156,
paragraph 6 of the Company Act.

3) Related party: As defined in Statement of Financial Accounting Standards
No. 6 published by the ROC Accounting Research and Development
Foundation (ARDF).

4) Subsidiary: As defined in Statements of Financial Accounting Standards Nos.
5 and 7 published by the ARDF.

5) Professional appraiser: Refers to a real property appraiser or other person
duly authorized by law to engage in the value appraisal of real property or
other fixed assets.

6) Date of occurrence: Refers to the date of contract signing, date of payment,
date of consignment trade, date of transfer, dates of boards of directors
resolutions, or other date that can confirm the counterpart and monetary
amount of the transaction, whichever date is earlier; provided, for investment
for which approval of the competent authority is required, the earlier of the
above date or the date of receipt of approval by the competent authority shall
apply

7) Mainland China area investment: Refers to investments in the mainland
China area approved by the Ministry of Economic Affairs Investment
Commission or conducted in accordance with the provisions of the
Regulations Governing Permission for Investment or Technical Cooperation
in the Mainland Area.

. Professional appraisers and their officers, certified public accounts, attorneys,

and securities underwriters that provide the company with appraisal reports,

certified public accountant's opinions, attorney's opinions, or underwriter's
opinions shall not be a related party of any party to the transaction.
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Chapter Il Acquisition or Disposal of Assets

Article 4: Appraisal procedures:
The company evaluating procedure for the acquisition and disposal of assets shall
comply with the following provisions :
1) Marketable securities:

When the Company acquires or disposes of marketable securities, the target

company’s recent audited financial reports shall, prior to the date of occurrence

of the event, be procured as the reference of evaluation of the transaction price,
and the transaction price will be determined as follows:

A. When the securities acquired or disposed of through stock exchange or
over-the-counter, the then current stock or bond prices shall be used as the
basis for determining the price.

B. In acquiring or disposing of securities which are not traded on any stock
exchange or over-the-counter, its net worth per share, profitability, potential
of future growth, market rates, interest rates of bonds, credit ratings and its
current market price shall be evaluated.

If the dollar amount of the transaction is 20 percent of the company's paid-in
capital or NT$300 million or more, the company shall additionally engage a
certified public accountant prior to the date of occurrence of the event to
provide an opinion regarding the reasonableness of the transaction price. If
the CPA needs to use the report of an expert as evidence, the CPA shall do so
in accordance with the provisions of Statement of Auditing Standards No. 20
published by the ARDF. This requirement does not apply, however, to
publicly quoted prices of securities that have an active market, or where
otherwise provided by regulations of the Financial Supervisory Commission
(FSC).

2) Real estate or other fixed assets:

When the Company acquires or disposes of Real estate, shall reference current

assessed land value, assessed value, or near the Real estate’s trading price, etc.

make the price deal. When the Company acquires or disposes of other fixed
assets, shall collect price information before, and choice one method of use
price relations, negotiated price, or Bidding price.

In acquiring or disposing of real property or other fixed assets where the

transaction amount reaches 20 percent of the company's paid-in capital or

NT$300 million or more, the company, unless transacting with a government

agency, engaging others to build on its own land, engaging others to build on

rented land, or acquiring or disposing of equipment for business use, shall

obtain an appraisal report prior to the date of occurrence of the event from a

professional appraiser and shall further comply with the following provisions:
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A. Where due to special circumstances it is necessary to give a limited price,
specified price, or special price as a reference basis for the transaction price,
the transaction shall be submitted for approval in advance by the board of
directors, and the same procedure shall be followed for any future changes to
the terms and conditions of the transaction.

B. Where the transaction amount is NT$1 billion or more, appraisals from two
or more professional appraisers shall be obtained.

C. Where any one of the following circumstances applies with respect to the
professional appraiser's appraisal results, unless all the appraisal results for
the assets to be acquired are higher than the transaction amount, or all the
appraisal results for the assets to be disposed of are lower than the
transaction amount, a certified public accountant shall be engaged to perform
the appraisal in accordance with the provisions of Statement of Auditing
Standards No. 20 published by the ROC ARDF and render a specific opinion
regarding the reason for the discrepancy and the appropriateness of the
transaction price:

a. The discrepancy between the appraisal result and the transaction amount is
20 percent or more of the transaction amount.

b. The discrepancy between the appraisal results of two or more professional
appraisers is 10 percent or more of the transaction amount.

D. No more than 3 months may elapse between the date of the appraisal report
issued by a professional appraiser and the contract execution date; provided,
where the publicly announced current value for the same period is used and
not more than 6 months have elapsed, an opinion may still be issued by the
original professional appraiser.

3) Membership certificates or intangible assets:

Relevant information shall be collected for pricing comparison or negotiation in

acquiring or disposing membership certificates. In acquiring or disposing of

intangible assets, relevant price information shall be collected and relevant
regulations and contract content carefully evaluated before the transaction price
is determined.

Where the company acquires or disposes of memberships or intangible assets

and the transaction amount reaches 20 percent or more of paid-in capital or

NT$300 million or more, the company shall engage a certified public
accountant prior to the date of occurrence of the event to render an opinion on
the reasonableness of the transaction price; the CPA shall comply with the
provisions of Statement of Auditing Standards No. 20 published by the ARDF.
3-1) The calculation of the transaction amounts referred to in the preceding three
articles shall be done in accordance with Article 19, paragraph 2 herein, and
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"within the preceding year™ as used herein refers to the year preceding the
date of occurrence of the current transaction. Items for which an appraisal
report from a professional appraiser or a CPA's opinion has been obtained
need not be counted toward the transaction amount.
4) Other Important Assets :
When the Company acquires or disposes of Creditor’s Right of Financial
Institution, Derivatives, Assets Received from Merger, Division, Acquisition or
Transfer of Stocks in Accordance with Law, or Other Important Assets shall see
the trading assets object, and collect information relating price before and be
careful appraisal relate laws and terms of the contract so make a trading price.
5) Where the company acquires or disposes of assets through court auction
procedures, the evidentiary documentation issued by the court may be
substituted for the appraisal report or CPA opinion.

Article 5: Operating procedures:
1. The degree of authority delegated and levels to which authority is delegated

1) For acquisition and disposal of capital by the Company, the undertaking
department should collect information relating to capital which is to be
acquired and disposed such as the cause, object, trading counter-part, price of
transfer, payment terms, basis for price reference, etc. Such information
should be submitted in accordance with items of trading capital to the
responsible department for decision. The degree of authority delegated and
levels to which authority is delegated regarding derivatives should be handled
in accordance with “Procedure of Engaging in Derivatives Trading”.

Responsible Department
item Amount Board of | Chairman of | President
Directors | the Board of
Directors
Long-term Marketable ~ |Under 60,000,000(Including 60,000,000) Decide
securities Investment 60,000,000(Excluding Decide Review
(Including Investment in  |60,000,000)~130,000,000(Including
Long-term Negotiable ~ |130,000,000)
Securities) 1A§§ ggt?gégoo,OOO(Excluding Decide Review Review
Under 60,000,000(Including 60,000,000) Decide
60,000,000(Excluding Decide Review
Investment in Short-term -\, 160.000)~200,000,000(Including
Negotiable Securities 200,000,000)
?('?(()) \6(802’%(()),00)00,000(Excluding Decide Review Review
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Under 100,000,000 (Including . .
el et 100,000,000) Decide Review
eal Estate ;
Above 100,000,000 (Excluding . . .
100,000,000) Decide Review Review
Under 10,000,000(Including 10,000,000) Decide
10,000,000 (Excluding . .
Other fixedassets |[10:000,000)~40,000,000(Including Decide | Review
40,000,000)
Above 40,000,000(Excluding . . .
40,000,000) Decide Review Review
Under 10,000,000(Including 10,000,000) Decide Review
Certificate of Membership |Above 10,000,000(Excluding . . .
10,000,000) Decide Review Review
Under 10,000,000(Including 10,000,000) Decide
10,000,000(Excluding Decide Review
) 10,000,000)-40,000,000(Including
Intangible Assets
40,000,000)
Above 40,000,000(Excluding Decide Review Review
80,000,000)
Under 50,000,000(Including 50,000,000) Decide Review
Creditor’s Right of Financial
o Above 50,000,000(Excluding Decide Review Review
Institution
50,000,000)
. . Without Resolution of Shareholders’
Assets acquired or disposed Meeting in Accordance with Law Decide Review Review
of in connection with _ _
With Resolution of Shareholders’
mergers, demergers, Meeting in Accordance with Law
acquisitions, or transfer of Review Review Review
shares in accordance with
law
Under 20,000,000(Including 20,000,000) Decide Review
Other Important Assets  |Above 20,000,000(Excluding Decide Review Review
20,000,000)

2) With respect to the company's acquisition or disposal of assets that is subject
to the approval of the board of directors under the company's procedures or
other laws or regulations, if a director expresses dissent and it is contained in
the minutes or a written statement, the company shall submit the director's
dissenting opinion to each supervisor.

Where the position of independent director has been created in accordance
with the provisions of the Act, when a transaction involving the acquisition
or disposal of assets is submitted for discussion by the board of directors
pursuant to the preceding paragraph, the board of directors shall take into full
consideration each independent director's opinions. If an independent
director objects to or expresses reservations about any matter, it shall be

recorded in the minutes of the board of directors meeting.
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If the Procedure has regulations of must to resolution by Board of directors,
the Board of directors meeting more than two-thirds of the directors should
attend, and to attend a majority of the members agree.

2. The units responsible for implementation

The company’s units responsible for implementation as follows:

A. Long term security ~ Certificate of Membership - Assets Received from
Merger, Division, Acquisition or Transfer of Stocks in Accordance with Law
and Other Important Assets: The general manager or Chairman instructs the
special project groups are responsible for assessing and carrying out.

B. Short term security ~ Derivatives and Creditor’s Right of Financial Institution:
Assessed and carried out by financial accounting department.

C. Real Estate : Undertaken by the General affair department.

D. Other fixed assets : Undertaken together with the departments of general
admin department by the demand unit.

E. Public announcement and regulatory filing procedures : Declare
announcement personnel, arrange with, ask the organizor to remit and exactly
announce and declare the relevant materials, the pool is handled.

3. Transaction Process

About the Company acquires or disposes of trading process and handle, in

accordance with the relevant regulations of relevant decree and internal control

system of our company.

Article 6: The restrictions of total amount assets and individual amount
The restrictions of total amount and individual amount for the Company's and its
Subsidiary’s transactions in real estate for non-operational purposes, marketable
securities, and investments in a single marketable security are as follows:

A. The purchase of real estate for non-operational purpose shall not exceed 20%
of the company's Total equity attributable to owners of the parent ; The
company’s subsidiaries of the purchase of real estate for non-operational
purpose shall not exceed 20% of subsidiaries Total equity attributable to
owners of the parent.

B. The total amount of investment in Long/Short term security must not exceed
100% of the company’s Total shareholders’ equity ; The company’s
subsidiaries of total amount of investments in long term security must not
exceed 100% of subsidiaries Total shareholders’ equity. If the company’s
subsidiaries major operation items are investment, the total amount of
investments in long term security must not exceed 150% of the subsidiaries
Total shareholders’ equity.
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C. The total amount of investment in a single marketable security shall not
exceed 40% of the company’s Total shareholders’ equity ; The Company’s
subsidiaries total amount of investment in a single marketable security shall
not exceed 100% of the subsidiaries Total shareholders’ equity. If the
company’s subsidiaries major operation items are investment, the Company’s
subsidiaries total amount of investment single marketable security shall not
exceed 150% of the subsidiaries Total shareholders’ equity.

Article 7: Control procedures for the acquisition and disposal of assets by subsidiaries

1. The company shall see to it that its subsidiaries adopt and implement the
procedures for the acquisition or disposal of assets.

2. The Company's subsidiaries control program acquisition or disposition of assets,
noted accordance with relevant laws and regulations relating to the Company's
internal control system of the handle.

3. Information required to be publicly announced and reported in accordance with
the provisions of Chapter V on acquisitions and disposals of assets by a
subsidiary of the company that is not itself a public company in Taiwan shall be
reported by the public [parent] company.

The paid-in capital or total assets of the company shall be the standard for
determining whether or not a subsidiary referred to in the preceding
subparagraph is subject to Article 19, paragraph 1 requiring a public
announcement and regulatory filing in the event the type of transaction specified
therein reaches 20 percent of paid-in capital or 10 percent of the total assets.

Chapter |11 Related Party Transactions

Article 8: The term " Related Party Transactions ** as used in these Procedure includes
the following:
When the company engages in any acquisition or disposal of assets from or to a
related party, in addition to ensuring that the necessary resolutions are adopted and
the reasonableness of the transaction terms is appraised, if the transaction amount
reaches 10 percent or more of the company's total assets, the company shall also
obtain an appraisal report from a professional appraiser or a CPA's opinion in
compliance with the provisions of the preceding Chapter and this Chapter.
The calculation of the transaction amount referred to in the preceding paragraph
shall be made in accordance with Article 4-3-1 herein.
When judging whether a trading counterparty is a related party, in addition to legal
formalities, the substance of the relationship shall also be considered.

Article 9: Resolution procedures
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When the company intends to acquire or dispose of real property from or to a
related party, or when it intends to acquire or dispose of assets other than real
property from or to a related party and the transaction amount reaches 20 percent
or more of paid-in capital, 10 percent or more of the company's total assets, or
NT$300 million or more, the company may not proceed to enter into a transaction
contract or make a payment until the following matters have been approved by the
board of directors and recognized by the supervisors:

1) The purpose, necessity and anticipated benefit of the acquisition or disposal of
assets.

2) The reason for choosing the related party as a trading counterparty.

3) With respect to the acquisition of real property from a related party, information
regarding appraisal of the reasonableness of the preliminary transaction terms in
accordance with Article 10 and Article 11.

4) The date and price at which the related party originally acquired the real
property, the original trading counterparty, and that trading counterparty's
relationship to the company and the related party.

5) Monthly cash flow forecasts for the year commencing from the anticipated
month of signing of the contract, and evaluation of the necessity of the
transaction, and reasonableness of the funds utilization.

6) An appraisal report from a professional appraiser or a CPA's opinion obtained
in compliance with the preceding article.

7) Restrictive covenants and other important stipulations associated with the
transaction.

The calculation of the transaction amounts referred to in the preceding paragraph

shall be made in accordance with Article 19, paragraph 2 herein, and "within the

preceding year" as used herein refers to the year preceding the date of occurrence
of the current transaction. Items that have been approved by the board of directors
and recognized by the supervisors need not be counted toward the transaction
amount.

With respect to the acquisition or disposal of business-use machinery and

equipment between the company and its parent or subsidiaries, the company's

board of directors may pursuant to Article 7, paragraph 1, subparagraph 3 delegate
the board chairman to decide such matters when the transaction is within a certain
amount and have the decisions subsequently submitted to and ratified by the next
board of directors meeting.

Where the position of independent director has been created in accordance with

the provisions of the Act, when a matter is submitted for discussion by the board

of directors pursuant to the preceding paragraph, the board of directors shall take
into full consideration each independent director's opinions. If an independent
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director objects to or expresses reservations about any matter, it shall be recorded
in the minutes of the board of directors meeting.

Article 10: Appraisal procedures

The company that acquires real property from a related party shall evaluate the

reasonableness of the transaction costs by the following means:

1) Based upon the related party's transaction price plus necessary interest on
funding and the costs to be duly borne by the buyer. "Necessary interest on
funding™ is imputed as the weighted average interest rate on borrowing in the
year the company purchases the property; provided, it may not be higher than
the maximum non-financial industry lending rate announced by the Ministry of
Finance.

2) Total loan value appraisal from a financial institution where the related party
has previously created a mortgage on the property as security for a loan;
provided, the actual cumulative amount loaned by the financial institution shall
have been 70 percent or more of the financial institution's appraised loan value
of the property and the period of the loan shall have been 1 year or more.
However, this shall not apply where the financial institution is a related party of
one of the trading counterparties.

Where land and structures thereupon are combined as a single property purchased

in one transaction, the transaction costs for the land and the structures may be

separately appraised in accordance with either of the means listed in the preceding
paragraph.

The company that acquires real property from a related party and appraises the

cost of the real property in accordance with paragraph 1 and paragraph 2 shall also

engage a CPA to check the appraisal and render a specific opinion.

Where the company acquires real property from a related party and one of the

following circumstances exists, the acquisition shall be conducted in accordance

with Article 14 and the preceding three paragraphs do not apply:

1) The related party acquired the real property through inheritance or as a gift.

2) More than 5 years will have elapsed from the time the related party signed the
contract to obtain the real property to the signing date for the current
transaction.

3) The real property is acquired through signing of a joint development contract
with the related party.

Article 11: When the results of the company's appraisal conducted are uniformly lower
than the transaction price-1
When the results of the company's appraisal conducted in accordance with
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paragraph 1 and paragraph 2 of the preceding Article are uniformly lower than the

transaction price, the matter shall be handled in compliance with Article 17.

However, where the following circumstances exist, objective evidence has been

submitted and specific opinions on reasonableness have been obtained from a

professional real property appraiser and a CPA have been obtained, this restriction

shall not apply:

1) Where the related party acquired undeveloped land or leased land for
development, it may submit proof of compliance with one of the following
conditions:

A. Where undeveloped land is appraised in accordance with the means in the
preceding Article, and structures according to the related party's construction
cost plus reasonable construction profit are valued in excess of the actual
transaction price. The "Reasonable construction profit" shall be deemed the
average gross operating profit margin of the related party's construction
division over the most recent 3 years or the gross profit margin for the
construction industry for the most recent period as announced by the Ministry
of Finance, whichever is lower.

B. Completed transactions by unrelated parties within the preceding year
involving other floors of the same property or neighboring or closely valued
parcels of land, where the land area and transaction terms are similar after
calculation of reasonable price discrepancies in floor or area land prices in
accordance with standard property market practices.

C. Completed leasing transactions by unrelated parties for other floors of the
same property from within the preceding year, where the transaction terms
are similar after calculation of reasonable price discrepancies among floors in
accordance with standard property leasing market practices.

2) Where the company acquiring real property from a related party provides
evidence that the terms of the transaction are similar to the terms of transactions
completed for the acquisition of neighboring or closely valued parcels of land of
a similar size by unrelated parties within the preceding year.

Completed transactions for neighboring or closely valued parcels of land in the

preceding paragraph in principle refers to parcels on the same or an adjacent block

and within a distance of no more than 500 meters or parcels close in publicly
announced current value; transaction for similarly sized parcels in principle refers
to transactions completed by unrelated parties for parcels with a land area of no
less than 50 percent of the property in the planned transaction; within the
preceding year refers to the year preceding the date of occurrence of the
acquisition of the real property.
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Article 12: When the results of the company's appraisal conducted are uniformly lower
than the transaction price-2

Where the company acquires real property from a related party and the results of

appraisals conducted in accordance with Article 15 and Article 16 are uniformly

lower than the transaction price, the following steps shall betaken:

1) A special reserve shall be set aside in accordance with Article 41, paragraph 1
of the Act against the difference between the real property transaction price and
the appraised cost, and may not be distributed or used for capital increase or
issuance of bonus shares. Where the company uses the equity method to account
for its investment in another company, then the special reserve called for under
Article 41, paragraph of the Act shall be set aside pro rata in a proportion
consistent with the share of the company's equity stake in the other company.

2) Supervisors shall comply with Article 218 of 2. the Company Act.

3) Actions taken pursuant to subparagraph 1 and subparagraph 2 shall be reported
to a shareholders meeting, and the details of the transaction shall be disclosed in
the annual report and any investment prospectus.

The company that has set aside a special reserve under the preceding paragraph

may not utilize the special reserve until it has recognized a loss on decline in

market value of the assets it purchased at a premium, or they have been disposed
of, or adequate compensation has been made, or the status quo ante has been
restored, or there is other evidence confirming that there was nothing unreasonable
about the transaction, and the FSC has given its consent. When the company
obtains real property from a related party, it shall also comply with the preceding
two paragraphs if there is other evidence indicating that the acquisition was not an
arms length transaction.

Chapter IV Mergers and Consolidations, Splits, Acquisitions, and Assignment of Shares
Article 13: Resolution procedures

1. The company that conducts a merger, demerger, acquisition, or transfer of
shares, prior to convening the board of directors to resolve on the matter, shall
engage a CPA, attorney, or securities underwriter to give an opinion on the
reasonableness of the share exchange ratio, acquisition price, or distribution of
cash or other property to shareholders, and submit it to the board of directors for
deliberation and passage.

2. The company participating in a merger, demerger, acquisition, or transfer of
shares shall prepare a public report to shareholders detailing important
contractual content and matters relevant to the merger, demerger, or acquisition
prior to the shareholders meeting and include it along with the expert opinion
referred to in paragraph 1 of the preceding Article when sending shareholders
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notification of the shareholders meeting for reference in deciding whether to

approve the merger, demerger, or acquisition. Provided, where a provision of

another act exempts a company from convening a shareholders meeting to
approve the merger, demerger, or acquisition, this restriction shall not apply.

Where the shareholders meeting of any one of the companies participating in a

merger, demerger, or acquisition fails to convene or pass a resolution due to

lack of a quorum, insufficient votes, or other legal restriction, or the proposal is
rejected by the shareholders meeting, the companies participating in the merger,
demerger or acquisition shall immediately publicly explain the reason, the

follow-up measures, and the preliminary date of the next shareholders meeting.

. A company participating in a merger, demerger, or acquisition shall convene a

board of directors meeting and shareholders meeting on the day of the

transaction to resolve matters relevant to the merger, demerger, or acquisition,
unless another act provides otherwise or the FSC is notified in advance of
extraordinary circumstances and grants consent.

A company participating in a transfer of shares shall call a board of directors

meeting on the day of the transaction, unless another act provides otherwise or

the FSC is notified in advance of extraordinary circumstances and grants
consent.

When participating in a merger, demerger, acquisition, or transfer of another

company's shares, a company that is listed on an exchange or has its shares

traded on an OTC market shall prepare a full written record of the following
information and retain it for 5 years for reference:

1) Basic identification data for personnel: Including the occupational titles,
names, and national ID numbers (or passport numbers in the case of foreign
nationals) of all persons involved in the planning or implementation of any
merger, demerger, acquisition, or transfer of another company's shares prior
to disclosure of the information.

2) Dates of material events: Including the signing of any letter of intent or
memorandum of understanding, the hiring of a financial or legal advisor, the
execution of a contract, and the convening of a board of directors meeting.

3) Important documents and minutes: Including merger, demerger, acquisition,
and share transfer plans, any letter of intent or memorandum of
understanding, material contracts, and minutes of board of directors
meetings.

When participating in a merger, demerger, acquisition, or transfer of another

company's shares, a company that is listed on an exchange or has its shares

traded on an OTC market shall, within 2 days commencing immediately from
the date of passage of a resolution by the board of directors, report (in the
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prescribed format and via the Internet-based information system) the
information set out in subparagraphs 1 and 2 of the preceding paragraph to the
FSC for recordation.

Where any of the companies participating in a merger, demerger, acquisition, or
transfer of another company's shares is neither listed on an exchange nor has its
shares traded on an OTC market, the company(s) so listed or traded shall sign
an agreement with such company whereby the latter is required to abide by the
provisions of paragraphs 3 and 4.

Article 14: Confidentiality
Every person participating in or privy to the plan for merger, demerger, acquisition,
or transfer of shares shall issue a written undertaking of confidentiality and may
not disclose the content of the plan prior to public disclosure of the information
and may not trade, in their own name or under the name of another person, in any
stock or other equity security of any company related to the plan for merger,
demerger, acquisition, or transfer of shares.

Article 15: The purchase price or exchange ratio change

The companies participating in a merger, demerger, acquisition, or transfer of

shares may not arbitrarily alter the share exchange ratio or acquisition price unless

under the below-listed circumstances, and shall stipulate the circumstances
permitting alteration in the contract for the merger, demerger, acquisition, or
transfer of shares:

1) Cash capital increase, issuance of convertible corporate bonds, or the issuance
of bonus shares, issuance of corporate bonds with warrants, preferred shares
with warrants, stock warrants, or other equity based securities.

2) An action, such as a disposal of major assets, that affects the company's
financial operations.

3) An event, such as a major disaster or major change in technology, that affects
shareholder equity or share price.

4) An adjustment where any of the companies participating in the merger,
demerger, acquisition, or transfer of shares from another company, buys back
treasury stock.

5) An increase or decrease in the number of entities or companies participating in
the merger, demerger, acquisition, or transfer of shares.

6) Other terms/conditions that the contract stipulates may be altered and that have
been publicly disclosed.

Article 16: Contract shall contain matters
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The contract for participation by the company in a merger, demerger, acquisition,
or of shares shall record the rights and obligations of the companies participating
in the merger, demerger, acquisition, or transfer of shares, and shall also record the
following:

1) Handling of breach of contract.

2) Principles for the handling of equity-type securities previously issued or
treasury stock previously bought back by any company that is extinguished in a
merger or that is demerged.

3) The amount of treasury stock participating companies are permitted under law
to buy back after the record date of calculation of the share exchange ratio, and
the principles for handling thereof.

4) The manner of handling changes in the number of participating entities or
companies.

5) Preliminary progress schedule for plan execution, and anticipated completion
date.

6) Scheduled date for convening the legally mandated shareholders meeting if the
plan exceeds the deadline without completion, and relevant procedures.

Article 17: Participate object changes
After public disclosure of the information, if any company participating in the
merger, demerger, acquisition, or share transfer intends further to carry out a
merger, demerger, acquisition, or share transfer with another company, all of the
participating companies shall carry out anew the procedures or legal actions that
had originally been completed toward the merger, demerger, acquisition, or share
transfer; except that where the number of participating companies is decreased and
a participating company's shareholders meeting has adopted a resolution
authorizing the board of directors to alter the limits of authority, such participating
company may be exempted from calling another shareholders meeting to resolve
on the matter anew.

Article 18: Objects are involved in the processing of non-public offering of the Company
Where any of the companies participating in a merger, demerger, acquisition, or
transfer of shares is not the company, the company shall sign an agreement with
the non-public company whereby the latter is required to abide by the provisions
of Article 13-3, Article 14, and Article 17.

Chapter V Public Disclosure of Information
Article 19: Public announcement and regulatory filing procedures
Under any of the following circumstances, the company acquiring or disposing of
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assets shall publicly announce and report the relevant information on the FSC's

designated website in the appropriate format as prescribed by regulations within 2

days commencing immediately from the date of occurrence of the event:

1) Acquisition or disposal of real property from or to a related party, or acquisition
or disposal of assets other than real property from or to a related party where the
transaction amount reaches 20 percent or more of paid-in capital, 10 percent or
more of the company's total assets, or NT$300 million or more; provided, this
shall not apply to trading of government bonds or bonds under repurchase and
resale agreements.

2) Merger, demerger, acquisition, or transfer of shares.

3) Losses from derivatives trading reaching the limits on aggregate losses or losses
on individual contracts set out in the procedures adopted by the company.

4) Where an asset transaction other than any of those referred to in the preceding
three subparagraphs, a disposal of receivables by a financial institution, or an
investment in the mainland China area reaches 20 percent or more of paid-in
capital or NT$300 million; provided, this shall not apply to the following
circumstances:

A. Trading of government bonds.

B. Securities trading by investment professionals on foreign or domestic
securities exchanges or over-the-counter markets.

C. Trading of bonds under repurchase/resale agreements.

D. Where the type of asset acquired or disposed is equipment/machinery for
business use, the trading counterparty is not a related party, and the
transaction amount is less than NT$500 million.

E. Where land is acquired under an arrangement on engaging others to build on
the company's own land, engaging others to build on rented land, joint
construction and allocation of housing units, joint construction and allocation
of ownership percentages, or joint construction and separate sale, and the
amount the company expects to invest in the transaction is less than NT$500
million.

The amount of transactions above shall be calculated as follows:

1) The amount of any individual transaction.

2) The cumulative transaction amount of acquisitions and disposals of the same
type of underlying asset with the same trading counterparty within the preceding
year.

3) The cumulative transaction amount of real property acquisitions and disposals
(cumulative acquisitions and disposals, respectively) within the same
development project within the preceding year.

4) The cumulative transaction amount of acquisitions and disposals (cumulative
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acquisitions and disposals, respectively) of the same security within the
preceding year.
"Within the preceding year" as used in the preceding paragraph refers to the year
preceding the date of occurrence of the current transaction. ltems duly announced
in accordance with these Regulations need not be counted toward the transaction
amount.
The company shall compile monthly reports on the status of derivatives trading
engaged in up to the end of the preceding month by itself and any subsidiaries that
are not domestic public companies and enter the information in the prescribed
format into the information reporting website designated by the FSC by the 10th
day of each month.
When the company at the time of public announcement makes an error or
omission in an item required by regulations to be publicly announced and so is
required to correct it, all the items shall be again publicly announced and reported
in their entirety.
The company acquiring or disposing of assets shall keep all relevant contracts,
meeting minutes, log books, appraisal reports and CPA, attorney, and securities
underwriter opinions at the company headquarters, where they shall be retained for
5 years except where another act provides otherwise.

Article 20: Other important matters

Where any of the following circumstances occurs with respect to a transaction that

the company has already publicly announced and reported in accordance with the

preceding article, a public report of relevant information shall be made on the

information reporting website designated by the FSC within 2 days commencing

immediately from the date of occurrence of the event:

1) Change, termination, or rescission of a contract signed in regard to the original
transaction.

2) The merger, demerger, acquisition, or transfer of shares is not completed by the
scheduled date set forth in the contract.

3) Change to the originally publicly announced and reported information.

Chapter VI Additional Provisions

Article 21: Penalties for personnel violating these Regulations or the procedures for the
acquisition or disposal of assets
Directors, supervisors and managers of the company violate the FSC adopted
guidelines or provisions of this Procedure, leading the company from significant
damage and should be ouster.
The company executives when violations of guidelines or provisions of this
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Procedure, according to the staff of our company management punish.

Article 22: Revised procedures
The company established its procedures for the acquisition or disposal of assets in
accordance with the provisions of these Regulations and other related rules. After
the procedures have been approved by the board of directors, they shall be
submitted to each supervisor, and then to a shareholders' meeting for approval; the
same applies when the procedures are amended. If any director expresses dissent
and it is contained in the minutes or a written statement, the company shall submit
the director's dissenting opinion to each supervisor.
Where the position of independent director has been created in accordance with
the provisions of the Act, when the procedures for the acquisition and disposal of
assets are submitted for discussion by the board of directors pursuant to the
preceding paragraph, the board of directors shall take into full consideration each
independent director's opinions. If an independent director objects to or expresses
reservations about any matter, it shall be recorded in the minutes of the board of
directors meeting.
When the company revised these procedures, the company shall be handled in
accordance with relevant regulations announcement and reporting matters.

Article 23: Other important matters

When the Procedure has not completely matters concerned, according to the
relevant regulations or discussions by the Board of Directors of the company.
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[ APPENDIX 5]

PHISON ELECTRONICS CORP.
PROCEDURE OF ENGAGING IN DERIVATIVES

TRADING
(ORIGINAL)

Article 1 : Purpose
In order to strengthen the company’s risk management and for transparency
investment information, the company hereby proposes to set the Procedure
according the “Regulations Governing the Acquisition and Disposal of Assets by
Public Companies” (hereafter “Regulation”) posted by Financial Supervisory
Commission (hereafter “FSC”), Executive Yan.

Article 2 : Trading principles and strategies

1. The types of derivatives that may be traded

1) Forward contracts, options contracts, futures contracts, leverage contracts,
and swap contracts, and compound contracts combining the above products,
whose value is derived from assets, interest rates, foreign exchange rates,
indexes or other interests.

2) The term "forward contracts" does not include insurance contracts,
performance contracts, after-sales service contracts, long-term leasing
contracts, or long-term purchase (sales) agreements.

3) Bond trading shall be regulated by the Procedure.

2. Operating or hedging strategies

The aims of engaging in the trade of the derivative should be avoiding the risks

might happen to the operations or business in the company. To avoid credit risks,

the institutions to trade the derivative should be mainly those works in long-term
relationship with the company.
3. Segregation of duties

Finance Department: Responsible for foreign exchange management, such as

market information collection, trends and risk determining, and should familiar

with financial instruments and the operating. The personnel of manage foreign
exchange is authorized by the instructions of the in charge of the finance
department, to control the positions of foreign exchange according to the
company's policy to avoid risks.

Accounting Department : Responsible for confirm the Derivatives Trading,

delivery and log-in detail of the account.

4. Essentials of performance evaluation

In order to grasp the Derivatives Trading profit and loss situation, all operate of
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the derivative will record on the trade detailed statement by day. In Addition, the
company must calculating the foreign exchange gain or loss on every monthly »
quarter ~ half year ~ yearly.
5. Total amount of derivatives contracts that my be traded, and the maximum
loss limit on total trading and for individual contracts

1) In order to evade the trade risk, the financial department should grasp the
whole Derivatives Trading position of the company. The total amount of
long-term foreign currency can't exceed the total amount of real foreign
currency demand of the company.

2) The maximum loss limit of the derivative contracts: the maximum loss
limit for individual contract is 15% of the contract amount; the maximum
loss limit on total trading is 10% of the sum of the contract amounts. While
foreign exchange has Material adverse effects the company should
immediately react or disposal.

Article 3 : Operation procedure
1. The authority limits
When the company is engaged in the trade of the derivative goods, it shall
operate in accordance with the following amount of money of mandate:
1) Long-term foreign exchange transaction:
The authority limits ( The accumulated amount per month )

Capacity and Level of

Total contract amount Authorization

USD 0~100,000,000 (Including Chairman
100,000,000) Of the Board of Directors

Above USD 10,000,00 (Excluding

100,000,000) Board of directors e

2) Foreign currency option contracts traded : To avoid foreign exchange risks, the
Chairman of the board is authorized to sign derivatives trading contract with
banks or financial institutions with the limitation should not exceed future
six-month net foreign exchange demands or expenditures; and the cumulative
effective contract amounts should not exceed US$5 millions.

3) Others Derivatives Trading : Should be resolution by Board of Directors
before start this trade.

4) If the Procedure has regulations of must to resolution by Board of directors,
the Board of directors meeting more than two-thirds of the directors should
attend, and to attend a majority of the members agree.

2. Operations department and trading procedure
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1) Operations department : By financial department trade personnel, in
accordance with authorizing amount to standardize the financial institution of
introversion and do a deal, if while exceeding the amount of money of
mandate of first of article 3 of this method, need to obtain and check and
approve in writing in advance under the provision of the aforesaid. After
every transaction finish, make a deal, reciprocate, fill and present the
intersection of trade and form immediately according to financial institution,
mark out the content, sign cores by the executive of power and responsibility
and and will count the position and trade the single duplicate to deliver to the
accounting department.

2) Trading procedure : The delivery should do a deal and confirm with the
accounting department of log-in according to the trade form duplicate of unit
making of the trade, and then carry on delivery and log-in detail in
accordance with the figure that the trade confirms, the financial department
makes and acts as and gathers together the whole report form to deliver to
the accounting department as the basis which the accountant comments on
per month.

Article 4 : Scope of Risk management measures :
1. Risk management *

1) Credit Risk : The target of the trade stipulates that has banks of business
contact with the company. The intersection of log-in and personnel answer
and log-in amount control and manage table behind the trade, and check
account with the correspondent bank regularly.

2) Market Risk : Log-in personnel should check whether the total value of trade
accords with the regulation limit of this procedure at any time. The
accounting department should carry on the assessment of market price at any
time, and pay attention to the impact on increase and decrease with possible
position held of fluctuating of the market price in the future.

3) Liquidity Risk : In order to guarantee the flow ability of market, the financial
institution of the trade must have sufficient apparatus, information and trade
ability, and can do a deal on any market.

4) Cash flow Risk : The trade of the derivative goods is based on essence trade,
S0 as to ensure the voluntary ability to perform of the delivery. Trade
personnel should also pay attention to the cash flow of the company at any
time, there is enough cash to pay while so as to ensure to complete a business
transitioning.

5) Operational Risk : Must really observe and authorize amount and operational
procedure.
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Article 5 :

Article 6 :

6) Legal Risks : Any contact signed with the bank must be looking over of
relevant personnel of the law affair.
. Personnel engaged in derivatives trading may not serve concurrently in other
operations such as confirmation and settlement.

3. Risk measurement, monitoring, and control personnel shall be assigned to a

different department that the personnel in the preceding subparagraph and shall
report to the board of directors or senior management personnel with no
responsibility for trading or position decision-making.

4. Derivatives trading positions held shall be evaluated at least once per week;

however, positions for hedge trades required by business shall be evaluated at
least twice per month. Evaluation reports shall be submitted to senior
management personnel authorized by the board of directors.

5. Other important risk management measures.

Internal audit system
The company's internal audit personnel shall periodically make a determination of
the suitability of internal controls on derivatives and conduct a monthly audit of
how faithfully derivatives trading by the trading department adheres to the
procedures for engaging in derivatives trading, and prepare an audit report. If any
material violation is discovered, all supervisors shall be notified in writing.
Regular evaluation methods and the handling of irregular circumstances
Where the company engaging in derivatives trading, its board of directors shall
faithfully supervise and manage such trading in accordance with the following
principles:

1) Designate President or Chairman of the Board of Directors personnel to pay

continuous attention to monitoring and controlling derivatives trading risk.

2) Periodically evaluate whether derivatives trading performance is consistent
with established operational strategy and whether the risk undertaken is

within the company's permitted scope of tolerance.
President or Chairman of the Board of Directors personnel authorized by the
board of directors shall manage derivatives trading in accordance with the
following principles:

1) Periodically evaluate the risk management measures currently employed are

appropriate and are faithfully conducted in accordance with these
Regulations and the procedures for engaging in derivatives trading
formulated by the company.

2) When irregular circumstances are found in the course of supervising trading

and profit-loss circumstances, appropriate measures shall be adopted and a
report immediately made to the board of directors; where a company has
independent directors, an independent director shall be present at the meeting
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and express an opinion.
The company shall report to the board of directors after it authorizes the relevant
personnel to handle derivates trading in accordance with its Procedures for
Engaging in Derivatives Trading.
Article 7 : Public Disclosure of Information

1. Losses from derivatives trading reaching the limits on aggregate losses or losses
on individual contracts set out in the procedures adopted by the company, the
company shall publicly announce and report the relevant information on the
FSC's designated website in the appropriate format as prescribed by regulations
within 2 days commencing immediately from the date of occurrence of the
event.

2. Before 10th day of each month, the company shall compile monthly reports on
the status of derivatives trading engaged in up to the end of the preceding month
by itself and any subsidiaries that are not domestic public companies and enter
the information in the prescribed format into the information reporting website
designated by the FSC.

Article 8 : Establish a log book
The company engaging in derivatives trading shall establish a log book in which
details of the types and amounts of derivatives trading engaged in, board of
directors approval dates, and the matters required to be carefully evaluated under
subparagraph 4 of Article 4 and subparagraph 2 of paragraph 1, and subparagraph
1 of paragraph 2, of Article 6 shall be recorded in detail in the log book.

Article 9 : Penalties for personnel violating these Regulations or the procedures for the
acquisition or disposal of assets

Directors, supervisors and managers of the company violate the FSC adopted

guidelines or provisions of this Procedure, leading the company from significant

damage and should be ouster.

The company executives when violations of guidelines or provisions of this

Procedure, according to the staff of our company management punish.

Article 10 : Revised procedures

The company shall establish its procedures for the acquisition or disposal of assets

in accordance with the provisions of these Regulations and other related rules.

After the procedures have been approved by the board of directors, they shall be

submitted to each supervisor, and then to a shareholders' meeting for approval; the

same applies when the procedures are amended. If any director expresses dissent
and it is contained in the minutes or a written statement, the company shall submit
the director's dissenting opinion to each supervisor.

Where the position of independent director has been created in accordance with

the provisions of the Act, when the procedures for the acquisition and disposal of
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assets are submitted for discussion by the board of directors pursuant to the
preceding paragraph, the board of directors shall take into full consideration each
independent director’s opinions. If an independent director objects to or expresses
reservations about any matter, it shall be recorded in the minutes of the board of
directors meeting.
When the company revised these procedures, the company shall be handled in

accordance with relevant regulations announcement and reporting matters.
Article 11 : Other important matters

When the Procedure has not completely matters or concerned, according to the
relevant regulations to resolved it or discussions by the Board of Directors of the

company.

[ APPENDIX 6]

THE EXPLAIN TABLE OF EMPLOYEES BONUS AND THE
COMPENSATION OF DIRECTORS AND SUPERVISORS

BOD

Meeting Estimation Ditference Different Reason and
ITEMS amount . .
proposed |[Amount (B) (A-B) processing affairs
amount(A )

EMPLOYEES

CASH 380,000,000 | 380,000,000 0

DIVIDENDS

COMPENSATION None

OF DIRECTORS

AND 22,068,080 | 22,068,080 0

SUPERVISORS
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[ APPENDIX 7]

PHISON ELECTRONICS CORP.
SHAREHOLDING OF DIRECTORS AND SUPERVISORS

The mandatory ratio of shareholding for Directors and Supervisors and
their shareholdings are as follows :

1). The outstanding shares : 180,473,993 common shares

2). The minimum required combined shareholding of all directors by

law : 10,828,439 shares
3). The minimum required combined shareholding of all supervisors by

law : 1,082,843 shares

2. The shareholding of all Directors and Supervisors as of 19t April, 2014,
the book closure date of this Regular Shareholders’ Meeting, are as
follows:

Book closure date :  19th April, 2014
Current
Position Name Representative
Shareholding
Chairman Pua Khein Seng 4,557,972
Director TOSHIBA CORP. 21,621,112 Hitoro Nakai
Director Hsu Chih Jen 1,080,185
Director Aw Yong Cheek Kong 3,904,745
Director Kuang T.H. 1,428,736
Inde.pendent Wang Shu-Fen 0
Director
Independent Yoshiaki Uchida 0
Director
Total Amount of Shares
32,592,750
Held by Directors
Ratio of total
18.06%
Outstanding Shares
Supervisor Yang Jiunn Yeong 4,679,114
Supervisor Wang Huei Ming 171,750
Indepen.dent Shen Yang-Bin 0
Supervisor
Total Amount of Shares 4,850,864
Held by Supervisors
Ratio of total
2.69%
Outstanding Shares
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[ APPENDIX 8]

The effect for the Company’s operating performance, EPS and ROE
changed in 2014 by the stock dividend distribution of 2013 which

proposed to be discussed at the shareholders meeting

The Company didn’t disclose the financial forecast of 2014, so we don’t need to

disclose the information of operating performance, EPS and ROE in 2014.

[APPENDIX 9] OTHER EXPLANATION ITEMS

For the status of the motions proposed by the shareholders at the regular
shareholders meeting:

Explanation:

1. According to the article 172-1 of Company Law, the shareholders who held
more than one percent (including one percent) of total outstanding shares of
the Company can propose the motion of the regular shareholder meeting in
written form. And the shareholder can only propose one motion, and the
wordings (including the punctuation marks) in the motion cannot be more
than 300 words.

2. The period of accepting the shareholder to propose the motion for this
regular shareholders meeting was April 11~April 21, 2014, and the period
was also announced on the website of MOPS.

3. The Company did not receive any motions proposed by the shareholders.
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