King Yuan Electronics Co., Ltd.
2022 Annual General Meeting Minutes

Convention Method: Physical Convention of Annual General Meeting

Time: Wensday, Jun 29, 2022 9:00 a.m.

Location: 2F., No. 6, Yule St., Toufen City, Miaoli County (Conference Room 205,
Grand Royal Hotel)

Attendants: Shareholdings of all shareholders and proxies are 964,011,260 in total
which was 78.83 % in 1,222,745,065 outstanding shares.

Chairperson: Director & Chairman Chin-Kung Lee
Present Directors: Chin-Kung Lee, Chi-Chun Hsieh, An-Hsuan Liu, Kao-Yu Liu,
Kuan-Hua Chen, Hui-Chun Hsu (Convener of Audit Committee), Dar-Yeh Hwang,
Semi Wang and eight directors attended the shareholders meeting, which more
than half of the nine directors.
Minute Recorder: Neil Chung
I.  Announcement of meeting (Chairman announced that meeting began, after
the aggregate shareholdings of the shareholders present in person or by proxy
had reached the legal standard.)
I1. Chairperson Remarks (omitted)
[11. Reporting Items
1. The Company’s 2021 Business Overview.
Acknowledged
2. The Audit Committee's Review of the Company's 2021 Financial Report.
Acknowledged
3. The Company’s 2021 Distribution of Employee and Director
Remuneration.
Acknowledged
4. The Company’s 2021 Endorsements/Guarantees.
Acknowledged
5. Motion to suspend initial public offering (IPO) of China A-shares of the
Company’s subsidiary King Long Technology (Suzhou) Ltd. and its
application for listing on the Shanghai Stock Exchange/Shenzhen Stock
Exchange.
Acknowledged



IV. Ratification Items
1. The Company’s 2021 Business Report and Financial Statement.

Description:

(1) The Company’s 2021 Business Report and Financial Statements have
been resolved in the 13th and 14th Meeting of the 14th Session of the
Board and were audited by the Audit Committee with an issued audit
report.

(2)Please refer to Attachment 1 concerning the business report, Audit
Committee's audit report, and financial statement in the foregoing
paragraph.

Resolution:

964,011,260 shares were represented at time of voting (775,052,086

shares were voted by electrically); 866,047,386 shares voted in favor of

this proposal (677,098,212 shares were voted by electrically), and it was
accounted for 89.83% of the total voting rights; 41,387 shares were voted
against this proposal (41,387 shares were voted by electrically), and it was
accounted for 0.00% of the total voting rights; there was no invalid voting
right; 97,922,487 shares were voted abstained for this proposal
(97,912,487 shares were voted by electrically), and it was accounted for
10.15% of the total voting rights. This proposal was approved finally.
2. The Company’s 2021 Distribution of Earnings.

Description:

(1) The Company’s 2021 distribution of earnings report has been resolved
in the 14th Meeting of the 14th Session of the Board and was audited
by the Audit Committee with an issued written audit report.

(2) For the distribution of earnings report that was prepared in accordance
with the provisions of the Company Act and the Company’s Articles
of Incorporation, please refer to Attachment 2.

(3) If the Company made substantial investment using the undistributed
earnings after the distribution of the 2021 earnings, the Company
shall apply for reduction of the amounts of undistributed earnings or
refund of excess payment under the preferential taxation provisions
stipulated in Article 23-3 of the “Statute for Industrial Innovation.”

Resolution:



964,011,260 shares were represented at time of voting (775,052,086
shares were voted by electrically); 869,127,761 shares voted in favor of
this proposal (680,178,587 shares were voted by electrically), and it was
accounted for 90.15% of the total voting rights; 61,227 shares were voted
against this proposal (61,227shares were voted by electrically), and it was
accounted for 0.00% of the total voting rights; there was no invalid voting
right; 94,822,272 shares were voted abstained for this proposal
(94,812,272 shares were voted by electrically), and it was accounted for
9.83% of the total voting rights. This proposal was approved finally.
V. Discussion Items

1. The Motion for Termination of the Non-competition Restriction on
Directors.
Description:

(1) Since directors of the Company or directors investing or operating
other companies having the scope of business identical or similar to
that of the Company, for the interests of the Company, it is proposed
to terminate the non-competition restriction on directors according to
the provision of Article 209 of the Company Act.

(2) The list of directors proposed for the termination of non-completion
restriction:

I.  Chairman — Chin-Kung Lee, acting as the director of King Long
Technology (Suzhou) Ltd. and Suzhou Zhen Kun Technology
Ltd.
il. Director — An-Hsuan Liu, acting as the director of King Long
Technology (Suzhou) Ltd. and Suzhou Zhen Kun Technology
Ltd.
Resolution:
964,011,260 shares were represented at time of voting (775,052,086
shares were voted by electrically); 809,006,618 shares voted in favor of
this proposal (620,057,444 shares were voted by electrically), and it was
accounted for 83.92% of the total voting rights; 370,383 shares were
voted against this proposal (370,383 shares were voted by electrically),
and it was accounted for 0.03% of the total voting rights; there was no
invalid voting right; 154,634,259 shares were voted abstained for this
proposal (154,624,259 shares were voted by electrically), and it was

3



accounted for 16.04% of the total voting rights. This proposal was
approved finally.

2. The Proposal for Amendments to the Company’s “Procedures for
Acquisition or Disposition of Assets.”
Description:

(1) According to the amended provisions of the “Regulations Governing
the Acquisition and Disposal of Assets by Public Companies™ under
the Jin-Guan-Zheng-Fa-Zi No. 1110380465 issued by the FSC on
January 28, 2022, some provisions of the Company’s “Procedures for
Acquisition or Disposition of Assets” have been amended.

(2)For the comparison table of provisions before and after the
amendments of the Company’s “Procedures for Acquisition or
Disposition of Assets” please refer to Attachment 3.

Resolution:
964,011,260 shares were represented at time of voting (775,052,086
shares were voted by electrically); 865,889,094 shares voted in favor of
this proposal (676,939,920 shares were voted by electrically), and it was
accounted for 89.82% of the total voting rights; 84,400 shares were voted
against this proposal (84,400 shares were voted by electrically), and it was
accounted for 0.00% of the total voting rights; there was no invalid voting
right; 98,037,766 shares were voted abstained for this proposal
(98,027,766 shares were voted by electrically), and it was accounted for
10.16% of the total voting rights. This proposal was approved finally.

VI. Extraordinary Motions: None

VII.Meeting ends: Meeting ended at 9:26a.m.



(Annex 1)

King Yuan Electronics Co., Ltd.
Business Report

Business Plan Implementation Results

L

IL.

IIL

IV.

The consolidated net revenue was NT$33.759 billion in 2021, up by 16.6 percent from 2020.
The gross margin reached 30.7 percent, up 3.2 percent from 2020. The EPS was NT$4.23,
up 42.4 percent from 2020. The overall operating performance exceeded the targets we set at
the beginning of the year.

Due to factors such as variants, shipping, port congestion, logistics and material shortages
that occurred in the first half of last year, delivery schedules were constantly being delayed.
As a result of this, customers were in a rush to place orders for production capacity, causing
a business boom. Although sales of smartphones, computers, panels, and consumer products
were unstable in the second half of the year, demand for automobiles, servers, data centers,
and network communications products increased. For a semiconductor manufacturing
company, although these variables meant that there were adjustments to individual
customers’ orders or product mix, demand for manufacturing capacity remained tight
throughout the year. As a consequence, the overall semiconductor manufacturing capacity is
significantly lower than the market demand, breaking the past experience of cyclical
fluctuations in the economy. As the specification and complexity of chip design and the
number of transistors increased, the testing time for chips also increased. With steady
production inflows, the average utilization of test equipment is expected to continue into
next year.

In the past year, with a large number of customer orders coming in, in addition to reinforcing
a closer coordination between production and sales, we have made careful investments to
improve equipment utilization rate and production efficiency by transferring production
capacity allocation between plants and taking a proactive approach to follow up on
production parts. Furthermore, we have also optimized operating procedures in order to
shorten the time frame to address issues and increase the speed at which customers introduce
new products. At the same time, we have also accelerated the promotion of plant automation,
continued to refine our quality management, rationalized the customer service charging
model, and strengthened our efforts on training and talent retention, ensuring the smooth
running of the Company as a whole.

In recent years, the Company has strengthened disclosure and gradually implemented the
ESG “Environmental Sustainability,” “Social Engagement,” “Corporate Governance,” and
“Corporate Commitment” in response to corporate sustainability issues and are audited by
various professional certification bodies on a regular basis. With regard to the company’s
2021 ESG report — the risks have reduced from 2020, thereby achieving improvement year

on year.



Financial income and profit analysis
With Taiwan being the world’s leading semiconductor foundry, the Company also holds a

significant position in the semiconductor testing field. In recent years, as our customers base has
increased, we have continued to expand our production scale according to customer demand. As a
result, our financial working capital also expanded.

In terms of financial condition and profitability, our ratio of debt to assets and long-term
capital to fixed assets for 2021 were similar to 2020. Due to the fact that our customers and
product lines are dispersed, our revenue and profits have grown steadily and the cost of obtaining
capital in Taiwan remains reasonable. Moreover, with the use of financial leverage, we have a
higher cash position and robust financial structure. Although the current and quick rations
decreased slightly from 2020, our solvency remained strong. In terms of profitability, return on
assets, return on equity, net income ratio, and earnings per share after tax all increased greatly

from 2020. The financial ratios are as follows:

2021 2020

Ratio of liabilities to 51.71 52.17
assets (%)

Long-term funds to fixed 128.13 131.02
assets (%)

Current ratio (%) 169.14 192.36
Quick ratio (%) 154.15 174.60
Return on assets (%) 8.25 6.77
Return on equity (%) 16.30 13.10
Net profit margin (%) 15.50 12.56
After-tax earnings per 4.23 2.97
share (NTD)

R&D status

Our R&D Center has always been a strong facility for our business and production lines. At
present, we have over 1200 self-developed testing machines and 450 self-developed burn-in ovens,
with testing platforms covering seven major product lines. There was a dramatic demand for our
testing equipment last year. Due to the long delivery time for materials, we were unable to meet
customer demand. Despite this situation, the performance targets of the R&D Center were
achieved.

Future research and development will be carried out according to the Company’s annual
R&D roadmap. With regard to high-resolution image sensor elements and the capability of high
quantity simultaneous testing units, high power burn-in oven improvement, testing channel
numbers of self-developed E-series of testing platforms, the application and customer sources of
self-developed machines, precision of tester power supply (DPS), solution to ultra-high current
thermal effect, and the development of MEMS testing equipment for gyroscope, accelerators, tire
gauges, flow meters and magnetometers hygrometers, etc., the Company will do its utmost in the
product testing equipment-related field. To respond to challenges in advancing cutting-edge testing

technologies, including advanced packaging, heterogeneous packaging, and high frequency



components, we continue to make an effort to maintain our unique competitive advantage in the

integrated circuit testing field.

Current business plan overview
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Take on the challenge and reach operational performance highs, improve equipment
investment efficiency, and expand the revenue of self-developed machines.

Focus on key customer satisfaction, strictly control the cost of quality failure, and deepen
employees’ awareness for quality.

Improve equipment utilization rate, stabilize workers’ productivity, and center on smart
manufacturing utilization.

Develop diverse procurement channels, focus on cost optimization for manufacturers, and
implement material inventory management.

Refine its own core technologies and applications, reach and create key components and
equipment to construct quality intellectual property patents and deployment.

Reduce key talent loss, strengthen employee recruitment effectiveness, and deepen

cultivation of key functions.

Future development strategy

Given Taiwan’s mature semiconductor manufacturing industry with high efficiency in

upstream, downstream and peripheral systems, the successful model of professional division of

labor has met the in-depth needs of the outsourcing of customers. Hence Taiwan remains in an

advantageous position other countries and regions will find difficult to replace. Accordingly, in

recent years, the development strategy of the Company generally remained the same and continues

to head toward the following directions.
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Implement basic core values in the manufacturing supply chain, technology, quality, delivery
schedules, services, efficiency, cost, information, and corporate culture, achieving the
mission of immediately brining customers’ products to market.

Reinforce the Company’s unique differentiated service capability, system operation,
practical experience, process improvement, and service level, becoming a trustworthy
partner in the customers’ manufacturing supply chain.

Management will be based on customer satisfaction; continue to invest in a prudent manner,
improve profitability, and purse healthy growth.

Place importance on customers with high growth as well as their products in each business
region, develop potential customers for product introduction, strive for further outsourcing
opportunities where IDM customers can prosper and develop alongside one another.

In response to the conflict between the U.S. and China and China’s supply chain growth, we
will evaluate and adjust the planning of the Company’s supply chain in Taiwan and China,
thereby responding and mitigating possible changes in the environment in the future.

With an open attitude, we cooperate with semiconductor business operators in a strategic
cooperation and joint development approach so that the Company can quickly gain its

position as one of the top semiconductor packaging and testing companies in the industry.



The effect of external competition, the legal environment, and the overall business
environment

With respect to global semiconductor industry sales, according to WSTS — the global
semiconductor market in 2021 grew by 25.6 percent from 2020, totaling a value of US$553 billion.
The production value for 2022 is expected at US$601.4 billion, growth of 8.8 percent. Also, IC
Insights predicts that semiconductor industry sales will grow by 11 percent in 2022. In a high base
period, the global semiconductor industry is facing a brand-new year, as the drive for sales and
profitability continues to be products including 5G smartphone components, 5G networking
components, [oT components, sensor components, Wi-Fi 6, Al learning chips, servers, data center
computing equipment, edge computing chips, memory, micro-electromechanical systems, electric
cars and advanced driver-assistance systems and cockpit chips.

According to the World Bank, the global economic growth rebounded to 5.5 percent in 2021
and will slow down to 4.1 percent in 2022. The IMF however revised the global economic growth
rate down to 4.4 percent for 2022, emphasizing that the growth outlook for the U.S. and China will
both weaken. With issues such as inflation and major economies tightening their credits, advanced
countries are bound to increase interest rates, causing volatility in the money and capital markets.

With respect to the external competitive environment — the COVID-19 pandemic will
eventually end and the disruption to the economy will recover. People’s lifestyles and pace have
changed as a result of the pandemic and the development of remote work and learning, home
economy, contactless economy, e-commerce, and loT have ramped up the digital transformation of
individuals and companies. From early material innovation to transistor structure innovation, the
development of semiconductors has entered system integration and efficiency and consumption
optimization. With the onset of advanced manufacturing and packaging technologies, the wide
application of Advanced RISC Machines (ARM) and accelerated establishment of 3GPP protocols,
new applications of cloud and edge high-performance computing (HPC), network communications,
Internet of Things, smartphones and terminal devices, smart cars, smart manufacturing, smart
cities, big data analytics, artificial intelligence (AI), augmented reality (AR) and virtual reality
(VR), low orbit satellite broadband, and 5th generation communications (5G) with large amount of
data and fast transmission, will be widely used in a variety of products and the quality will
continue to thrive. The demand for ICs will increase dramatically in both quality and quantity.

Looking back, the global semiconductor manufacturing supply chain rooted in Taiwan has
become a leader in the world with respect to professional division of labor services, customer trust,
market development speed, production flexibility and efficiency, as well as a commitment to
sustainable development. Taiwan ranks number 1 in the world for wafer fabrication and testing
and number 2 in IC design. With the constant pursuit of progress and the advantage of Taiwan’s
semiconductor manufacturing ecosystem, there is no doubt that the semiconductor manufacturing
cluster will continue to serve the world’s demand for chip manufacturing. However, given
challenges including national security, long-arm jurisdiction in trade, supply chain risks of
technology containment, climate change, information security and human resource shortage in the

competition between China and the U.S., there is an urgent need for breakthroughs.



In terms of laws and the overall business environment, there have been constant issuance of
regulations and orders imposed from the U.S. on China’s technology industry regarding
intellectual property, equipment sales, and restrictions imposed for IC design and manufacturing
of China’s semiconductor industry due to the Entity List. Under the policy of internal circulation,
China has taken a proactive approach to speed up its development in the semiconductor industry,
including constructing a supply chain in China for the substitution of IC products, and the
production capacity priority has been given to China’s domestic companies. With the impact of its
backward process, technology growth in China will slow down. While the pandemic has caused
supply chain disruptions which resulted in material shortages, it at the same time prompted the
plan for major economies in the world to build their own semiconductor supply chains. In the
meantime, the Competition Law will continue to be resisted by the semiconductor industry for
important large company M&As.

As we are now into 2022, in terms of the overall economic environment — all countries
around the world will focus on revitalizing local economies. However, high inflation and
unemployment problems have prompted the U.S. to end quantitative easing and it is hoped that
interest rates will rise rapidly in order to tackle the problems. Under the anticipatory psychology,
there is greater impact on assets that have already risen in value. With emerging markets and Asian
currencies depreciating, there is an abundance of hot money. The factors caused by current high
inflation and unemployment are complex compared to the past economic models. With the gap
between the rich and the poor and populist politics, coupled with the problem of when
international logistics will return to their normal level and the issue of container shortage, the
extent to which the ripple effect of interest rates increase will affect the global economic growth
rate remains conservative. Given this, the overall economic environment remains uncertain.

Looking at this year, with the strong intention of the U.S. protecting the U.S. dollar, military
and technology sectors, there is constant tension between the U.S., China and Russia, as well as
countries in Europe and Asia, and turmoil is inevitable. In terms of the balance of supply and
demand in the semiconductor industry — although the expansion of production capacity in
Taiwan’s manufacturing supply chain is stringent, the maturity for process capacity remains a
challenge and the demand to drive technological progress continues. Moreover, with the
emergence of many unexpected terminal products from new technologies, manufacturing capacity
will not be relaxed. In addition, climate change problems such as drought, heavy rain and
snowstorms, forest fires, earthquakes, and global warming, as well as global carbon neutrality and
net-zero carbon emissions have become pressing ESG issues for listed companies to emphasize on.
Facing the rapid growth of the Company’s international customers and high dependence of
production capacity construction, the Company is optimistic regarding future business
opportunities. At the same time, we will continue to invest in talent and equipment and work
closely with customers and the supply chain. We believe that, by working hard, we will be able to
set new records in our operating results, further increasing shareholders’ equity.

To sum up, I would like to thank our shareholders once more for their long-term support. I

look forward to maintaining a longstanding relationship with all shareholders to help create a



better future. We are enthusiastic and confident about the future of the Company and the

semiconductor industry in general.



King Yuan Electronics Co., Ltd.
Audit Report from the Audit Committee

This report is to certify that the Company’s 2021 business report,
consolidated financial statements (including separate financial statements)
and the motion for allocation of earnings were prepared and submitted by
the Company’s board of directors, and the consolidated financial
statements (including separate financial statements) contained therein
were already audited by EY Taiwan, which also issued its audit report.
Said business report, consolidated financial statements (including
separate financial statements) and motion for allocation of earnings have
also been reviewed by the Audit Committee, which in our opinion comply
with the relevant requirements. This report is hereby submitted in
accordance with Article 14-4 of the Securities and Exchange Act and

Article 219 of the Company Act.

King Yuan Electronics Co., Ltd.

Convener of Audit Committee: Hui-Chun Hsu

April 8, 2022
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English Translation of a Report Originally Issued in Chinese

Independent Auditors' Report

To the Board of Directors and Shareholders
of King Yuan Electronies Co., Ltd.

Opinion

We have audited the accompany parent company only balance sheets of King Yuan Electronics
Co,, Lid. as of December 31, 2021 and 2020, and the related parent company only statements of
comprehensive income, changes in equity and cash flows for the years ended December 31, 2021

and 2020, and notes to the parent company only financial statements, including the summary of
significant accounting policies (together “the financial statements™).

In our opinion, the parent company only financial statements referred to above present fairly, in
all material respects, the financial position of King Yuan Electronics Co., Ltd. as of December 31,
2021 and 2020, and its financial performance and cash flows for the years ended December 31,
2021 and 2020, in conformity with the requirements of the Regulations Governing the Preparation
of Financial Reports by Securities [ssuers.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation
of Financial Statements by Certified Public Accountants and auditing standards generally
accepted in the Republic of China. Our responsibilities under those standards are further described
in the Auditors® Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of King Yuan Electronics Co., Ltd. in accordance with the Norm of
Professional Ethics for Certified Public Accountant of the Republic of China (the “Norm™), and
we have fulfilled our other ethical responsibilities in accordance with the Norm. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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Building a better
working world

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of 2021 parent company only financial statements. These matters were addressed in
the context of our audit of the parent company only financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

Revenue recognition
King Yuan Electronics Co., Ltd. recognized NT$25,820,727 thousand as net sales. Their main

activities are providing testing and assembly services that represented 86%, or NT$22,081,412
thousand in the amount, of the net operating revenues.

Since the primary activities of King Yuan Electronics Co., Ltd. are providing testing and assembly
services, and the services comprise various wafers/integrated circuits testing and assembly
processing and rental of machinery, timing of revenue recognition may vary due to varied nature
of revenues that increases the complexity of the revenue recognition. Therefore, we determined
the matter to be a key audit matter.

Our audit procedures include (but are not limited to) assessing the appropriateness of the
accounting policy for revenue recognition; evaluating and testing the effectiveness of internal
control relating to the timing of revenue recognition, analyzing the reasonableness of gross margin
by products, performing cutoff testing for a period before and after the balance sheet date on a
sampling basis, performing test of details on selected samples, reviewing the significant terms of
sales agreements and examining relevant delivery documents, and reviewing the selected samples
of the quantity, specification, period and relevant documents of machinery services.

We also considered the appropriateness of the disclosures of sales. Please refer to Note 4 and Note
6 in notes to the financial statements.

Responsibilities of Management and Those Charged with Governance for the Parent
Company Only Financial Statements

Management is responsible for the preparation and fair presentation of the parent company only
financial statements in accordance with the requirements of the Regulations Governing the
Preparation of Financial Reports by Securities Issuers and International Financial Reporting
Standards, International Accounting Standards, Interpretations developed by the International
Financial Reporting Interpretations Committee or the former Standing Interpretations Committee
as endorsed by Financial Supervisory Commission of the Republic of China and for such internal
control as management determines is necessary to enable the preparation of the financial
statements that are free from material misstatement, whether due to fraud or error.
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In preparing the parent company only financial statements, management is responsible for
assessing the ability to continue as a going concern of King Yuan Electronics Co., Ltd., disclosing,
as applicable, matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate King Yuan Electronics Co., Ltd. or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance, including audit committee, are responsible for overseeing the
financial reporting process of King Yuan Electronics Co., Ltd.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the parent company only
financial statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with auditing standards
generally accepted in the Republic of China will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

As part of an audit in accordance with auditing standards generally accepted in the Republic of
China, we exercise professional judgment and maintain professional skepticism throughout the
audit. We also:

1. Identify and assess the risks of material misstatement of the parent company only financial
statements, whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the internal control of King Yuan Electronics Co., Ltd.
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3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

4. Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the ability to continue as a
going concern of King Yuan Electronics Co., Ltd. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the
parent company only financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause King Yuan Electronics Co.,
Ltd. to cease to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the parent company only financial
statements, including the accompanying notes, and whether the parent company only financial
statements represent the underlying transactions and events in a manner that achieves fair
presentation.

6. Obtain sufficient appropriate audit evidence regarding the parent company only financial
information of the entities or business activities within King Yuan Electronics Co., Ltd. to
express an opinion on the financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of 2021 parent company only financial statements and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Kuo, Shao-Pin
Fuh, Wen-Fun

Emst & Young, Taiwan
March 4, 2022

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

®  Accordingly, the accompanying parent company only financial statements and report of independent
accountants are not intended for use by those who are not informed about the accounting principles or auditing
standards generally accepted in the Republic of China, and their applications in practice. As the financial
statements are the responsibility of the management, Emst & Young cannot accept any liability for the use of,
or reliance on, the English translation or for any errors or misunderstandings that may derive from the
translation.
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English Translation of Financial Statements Originally Issued in Chinese

(Amounts in thousands of New Taiwan Dollars, except for earnings per share)

KING YUAN ELECTRONICS CO., LTD.
PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME
For the years ended December 31, 2021 and 2020

Diluted Earnings Per Share

Description Notes 2021 % 2020 %
Net sales 4,6(14), 6(16), 7 $25,820,727 100 $23,344,758 100
Operating costs 4, 6(5), 6(8), 6(9), 6(12), 6(16), 6(17), 7 (18,476,736) (72) (17,280,780) (74)
Gross profit 7,343,991 28 6,063,978 26
4, 6(8), 6(9), 6(12), 6(16), 6(17), 7
Operating expenses
Selling expenses (345,629) 1) (359,004) 1)
Administrative expenses (1,646,203) (6) (1,386,381) (6)
Research and development expenses (846,846) ?3) (909,932) 4)
Expected credit losses - - (2,857) -
Total operating expenses (2,838,678) (10) (2,658,174) (11)
Operating income 4,505,313 18 3,405,804 15
Non-operating income and expenses 4,6(7), 6(8), 6(18), 7
Interest income 4,872 - 7,424 -
Other income 193,414 1 177,060 1
Other gains and losses 105,488 - (164,770) 1)
Finance costs (200,484) Q) (217,585) 1)
Share of profit of associates accounted for using 1,901,485 7 1,159,434 5
the equity method
Total non-operating income and expenses 2,004,775 7 961,563 4
Net income before income tax 6,510,088 25 4,367,367 19
Income tax expense 4,6(20) (1,335,042) (5) (730,714) (3)
Net income 5,175,046 20 3,636,653 16
Other comprehensive income 4,6(19)
Items that will not be reclassified subsequently to
profit or loss:
Remeasurements of the defined benefit plan (53,368) - (45,906) -
Unrealized gains from equity instrument 2,101,279 8 2,056,310 9
investments measured at fair value
through other comprehensive income
Income tax related to components of other (419,982) @ (403,570) @
comprehensive income that will not be
reclassified to profit or loss
Items that will be reclassified subsequently to
profit or loss:
Exchange differences resulting from translating (42,240) - 105,726 -
the financial statements of foreign operations
Income tax related to components of other 8,448 - (21,145) -
comprehensive income that will be
reclassified to profit or loss
Other comprehensive income, net of tax 1,594,137 6 1,691,415 7
Total comprehensive income $6,769,183 26 $5,328,068 23
Earnings per share(NT$) 4,6(21)
Basic Earnings Per Share $4.23 $2.97
$4.18 $2.94

The accompanying notes are an integral part of the parent company only financial statements.
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English Translation of a Report Originally Issued in Chinese

Independent Auditors’ Report

To the Board of Directors and Shareholders
of King Yuan Electronics Co., Ltd.

Opinion

We have audited the accompanying consolidated balance sheets of King Yuan Electronics Co., Ltd.
and its subsidiaries as of December 31, 2021 and 2020, and the related consolidated statements of
comprehensive income, changes in equity and cash flows for the years ended December 31, 2021 and
2020, and notes to the consolidated financial statements, including the summary of significant
accounting policies (together “the consolidated financial statements™).

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of King Yuan Electronics Co., Ltd. and its subsidiaries
as of December 31, 2021 and 2020, and their consolidated financial performance and cash flows for
the years ended December 31, 2021 and 2020, in conformity with the requirements of the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and International Financial
Reporting Standards, International Accounting Standards, Interpretations developed by the
International Financial Reporting Interpretations Committee or the former Standing Interpretations
Committee as endorsed and became effective by Financial Supervisory Commission of the Republic
of China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and auditing standards generally accepted in
the Republic of China. Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are independent of King Yuan Electronics Co., Ltd. and its subsidiaries in accordance with
the Norm of Professional Ethics for Certified Public Accountant of the Republic of China (the
“Norm”), and we have fulfilled our other ethical responsibilities in accordance with the Norm. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our opinion.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of 2021 consolidated financial statements. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

Revenue recognition
King Yuan Electronics Co., Ltd. and its subsidiaries recognized NT$33,759,389 thousand as net sales.

Their main activities are providing testing and assembly services that represented 88%, or
NT$29,660,396 thousand in the amount, of the net operating revenues.

Since the primary activities of King Yuan Electronics Co., Ltd. and its subsidiaries are providing
testing and assembly services, and the services comprise various wafers/integrated circuits testing
and assembly processing and rental of machinery, timing of revenue recognition may vary due to
varied nature of revenues that increases the complexity of the revenue recognition. Therefore, we
determined the matter to be a key audit matter.

Our audit procedures include (but are not limited to) assessing the appropriateness of the accounting
policy for revenue recognition; evaluating and testing the effectiveness of internal control relating to
the timing of revenue recognition, analyzing the reasonableness of gross margin by products,
performing cutoff testing for a period before and after the balance sheet date on a sampling basis,
performing test of details on selected samples, reviewing the significant terms of sales agreements
and examining relevant delivery documents, and reviewing the selected samples of the quantity,
specification, period and relevant documents of machinery services.

We also considered the appropriateness of the disclosures of sales. Please refer to Note 4 and Note 6
in notes to the consolidated financial statements.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the requirements of the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and International Financial Reporting Standards, International
Accounting Standards, Interpretations developed by the International Financial Reporting
Interpretations Committee or the former Standing Interpretations Committee as endorsed by Financial
Supervisory Commission of the Republic of China and for such internal control as management
determines is necessary to enable the preparation of the consolidated financial statements that are free
from material misstatement, whether due to fraud or error.
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In preparing the consolidated financial statements, management is responsible for assessing the ability
to continue as a going concern of King Yuan Electronics Co., Ltd. and its subsidiaries, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate King Yuan Electronics Co., Ltd. and its subsidiaries or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance, including audit committee, are responsible for overseeing the
financial reporting process of King Yuan Electronics Co., Ltd. and its subsidiaries.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with auditing standards generally accepted in the
Republic of China will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with auditing standards generally accepted in the Republic of China,
we exercise professional judgment and maintain professional skepticism throughout the audit. We
also:

1. Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the internal control of King Yuan Electronics Co., Ltd. and its subsidiaries.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by management.
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4. Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the ability to continue as a going concern of King
Yuan Electronics Co., Ltd. and its subsidiaries. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause King Yuan Electronics Co., Ltd. and its
subsidiaries to cease to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the accompanying notes, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

6. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within King Yuan Electronics Co., Ltd. and its subsidiaries to express an opinion
on the consolidated financial statements, We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of 2021 consolidated financial statements and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public interest benefits of such communication.
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Others

We have audited and expressed an unqualified opinion on the parent company only financial
statements of King Yuan Electronics Co., Ltd. as of and for the years ended December 31, 2021 and
2020.

Kuo, Shao-Pin

Fuh, Wen-Fun

Ernst & Young, Taiwan
March 4, 2022

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

financial statements are those generally accepted and applied in the Republic of China,

® Accordingly, the accompanying consolidated financial statements and report of independent accountants are not
intended for use by those who are not informed about the accounting principles or auditing standards generally
accepted in the Republic of China, and their applications in practice. As the financial statements are the responsibility
of the management, Emst & Young cannot accept any liability for the use of, or reliance on, the English translation or

for any errors or misunderstandings that may derive from the translation.
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English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the years ended December 31, 2021 and 2020
(Amounts in thousands of New Taiwan Dollars, except for earnings per share)

Description Notes 2021 % 2020 %
Net sales 4, 6(16), 6(18), 7 $33,759,389 100 $28,959,304 100
Operating costs 4, 6(5), 6(8), 6(9), (23,407,322) (69) (21,005,316) (73)
6(13), 6(18), 6(19), 7
Gross profit 10,352,067 31 7,953,988 27
Operating expenses 4, 6(8), 6(9), 6(13),
6(17), 6(18), 6(19), 7
Selling expenses (363,529) 1) (387,045) 1)
Administrative expenses (2,178,521) (6) (1,710,532) (6)
Research and development expenses (1,202,856) 4) (1,202,520) (@)
Expected credit losses (645) - (3,180) -
Total operating expenses (3,745,551) (11) (3,303,277) (11)
Operating income 6,606,516 20 4,650,711 16
Non-operating income and expenses 4,6(2), 6(7), 6(8),
6(20), 7
Interest income 22,692 - 19,335 -
Other income 320,231 1 260,488 1
Other gains and losses 227,074 - (23,928) -
Finance costs (343,526) 1) (379,039) 1)
Share of profit of associates accounted for using the 22,260 - 16,088 -
equity method
Total non-operating income and expenses 248,731 - (107,056) -
Net income before income tax 6,855,247 20 4,543,655 16
Income tax expense 4,6(22) (1,621,005) (5) (906,515) 3)
Net income 5,234,242 15 3,637,140 13
Other comprehensive income 4, 6(13), 6(21)
Items that will not be reclassified subsequently to
profit or loss:
Remeasurements of the defined benefit plan (53,368) - (45,906) -
Unrealized gains from equity instrument investments 2,101,279 6 2,056,310 7
measured at fair value through other comprehensive
income
Income tax related to components of other (419,982) 1) (403,570) 2)
comprehensive income that will not be
reclassified to profit or loss
Items that will be reclassified subsequently to profit
or loss:
Exchange differences resulting from translating (41,254) - 105,729 -
the financial statements of foreign operations
Income tax related to components of other 8,448 - (21,145) -
comprehensive income that will be
reclassified to profit or loss
Other comprehensive income, net of tax 1,595,123 5 1,691,418 5
Total comprehensive income $6,829,365 20 $5,328,558 18
Net income attributable to :
Owners of the parent company $5,175,046 15 $3,636,653 13
Non-controlling interests 59,196 - 487 -
$5,234,242 15 $3,637,140 13
Total comprehensive income attributable to :
Owners of the parent company $6,769,183 20 $5,328,068 18
Non-controlling interests 60,182 - 490 -
$6,829,365 20 $5,328,558 18
Earnings per share(NT$) 4,6(23)
Basic Earnings Per Share $4.23 $2.97
Diluted Earnings Per Share $4.18 $2.94

The accompanying notes are an integral part of the consolidated financial statements.
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(Annex 2)

King Yuan Electronics Co., Ltd.
Table of 2021 Distribution of Earnings

Unit: NTD
Projected
Item Amount dividend yield

Unallocated earnings — beginning 5,784,759,074
Add: Net profit after tax 5,175,046,071
Less: Confirmed actuarial gain/loss of

voolfare g (53,368,800)
Less: Disposal of equity instrument at

fair value through other (326,124,544)

comprehensive income
The amount of net profit after tax for the
period and the amount adjusted to the 4,795,552,727
current year’s undistributed earnings
Less: Provision of 10% legal reserve (479,555,273)
Allocable earnings 10,100,756,528
Scope of allocation
Dividends to shareholders — cash 3,668,235,195 | NT$ 3 per share
Total allocation 3,668,235,195
Unallocated earnings — ending 6,432,521,333
Note: 1. According to the Company’s distribution policy, the allocable earnings for 2021

shall be allocated as the first priority. The deficit, if any, shall be allocated from the
allocable earnings accumulated for the previous year according to the first-in
first-out policy in the order of the years in which the earnings were generated
chronically.

. The distribution yield is calculated based on the outstanding common stock totaling

1,222,745,065 shares when the Board of Directors meeting was held.

The cash dividend shall be rounded to the whole dollar amount according to the
allocation rate. The total of the odd lots less than NT$1 included in the distribution
shall be transferred to the Employees’ Welfare Committee.

Should the Company encounter a change of share capital that changes the number of
outstanding shares on a later date, the Board of Directors shall be fully authorized to
make the necessary adjustments to the percentage of cash dividends allocated to
shareholders.

The base date for allocation of cash dividends and matters thereto shall be set by the
Board of Directors with authorization upon resolution by an annual general meeting.




(Annex 3)

King Yuan Electronics Co., Ltd.
Comparison Table for Amendments of Procedures for Acquisition or
Disposal of Assets

Provision

Provision After Amendment

Provisions Before Amendment

Reason of
Amendment

Article 6

When the “Procedures for Acquisition
or Disposal of Assets” of the Company
are submitted for discussion by the
board of directors according to the
procedures established or other laws,
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 makes material or
derivatives trading, the consent of
one-half or more of all members of the
Audit Committee shall be obtained,
and shall be submitted to the board of
directors for resolution.

In case where the consents of more
than one-half of all members of the
Audit Committee cannot be obtained in
the preceding subparagraph, then the
consents of more than two-thirds of all
directors shall be obtained, and the
meeting mutinies of the board of
directors’ meeting shall be recorded

with the resolution of the Audit
Committee.
The terms “all audit committee

members” described in the preceding
two paragraphs and “all directors”
described in the preceding paragraph
shall be counted as the actual number
of persons currently holding those

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

attorneys, and securities underwriters
that provide public companies with
appraisal reports, certified public
accountant’s  opinions,  attorney’s
opinions, or underwriter’s opinions
shall meet the following requirements:
. May not have previously received
a final and unappealable sentence
to imprisonment for 1 year or
longer for a violation of the Act,
the Company Act, the Banking
Act of The Republic of China, the
Insurance Act, the Financial

When the “Procedures for Acquisition
or Disposal of Assets” of the Company
are submitted for discussion by the
board of directors according to the
procedures established or other laws,
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 makes material or
derivatives trading, the consent of
one-half or more of all members of the
Audit Committee shall be obtained,
and shall be submitted to the board of
directors for resolution.

In case where the consents of more
than one-half of all members of the
Audit Committee cannot be obtained in
the preceding subparagraph, then the
consents of more than two-thirds of all
directors shall be obtained, and the
meeting mutinies of the board of
directors’ meeting shall be recorded

with the resolution of the Audit
Committee.
The terms “all audit committee

members” described in the preceding
two paragraphs and “all directors”
described in the preceding paragraph
shall be counted as the actual number
of persons currently holding those

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

attorneys, and securities underwriters
that provide public companies with
appraisal reports, certified public
accountant’s  opinions,  attorney’s
opinions, or underwriter’s opinions
shall meet the following requirements:
. May not have previously received
a final and unappealable sentence
to imprisonment for 1 year or
longer for a violation of the Act,
the Company Act, the Banking
Act of The Republic of China, the
Insurance Act, the Financial

Amendment
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Article 6

Holding Company Act, or the
Business Entity Accounting Act,
or for fraud, breach of trust,
embezzlement, forgery of
documents, or occupational crime.
However, this provision does not
apply if 3 years have already
passed since completion of service
of the sentence, since expiration
of the period of a suspended
sentence, or since a pardon was
received.

May not be a related party or de
facto related party of any party to
the transaction.

If the company is required to
obtain appraisal reports from two
or more professional appraisers,
the different professional
appraisers or appraisal officers
may not be related parties or de
facto related parties of each other.

When issuing an appraisal report or
opinion, the personnel referred to in the
preceding paragraph shall comply with

the self-disciplinary rules of its own
industrial association and the
following:

Prior to accepting a case, they
shall prudently assess their own
professional capabilities, practical
experience, and independence.
When executing a case, they shall
appropriately plan and execute
adequate working procedures, in
order to produce a conclusion and
use the conclusion as the basis for
issuing the report or opinion. The
related working procedures, data
collected, and conclusion shall be
fully and accurately specified in
the case working papers.

They shall  undertake an
item-by-item evaluation of the
appropriateness and
reasonableness of the sources of
data used, the parameters, and the

information, as the basis for
issuance of the appraisal report or
the opinion.

They shall issue a statement

attesting to the professional
competence and independence of
the personnel who prepared the
report or opinion, and that they
have evaluated and found that the
information used is appropriate

Holding Company Act, or the
Business Entity Accounting Act,
or for fraud, breach of trust,
embezzlement, forgery of
documents, or occupational crime.
However, this provision does not
apply if 3 years have already
passed since completion of
service of the sentence, since
expiration of the period of a
suspended sentence, or since a
pardon was received.

May not be a related party or de
facto related party of any party to
the transaction.

If the company is required to
obtain appraisal reports from two
or more professional appraisers,
the different professional
appraisers or appraisal officers
may not be related parties or de
facto related parties of each other.

When issuing an appraisal report or
opinion, the personnel referred to in the
preceding paragraph shall comply with
the following:

Prior to accepting a case, they
shall prudently assess their own
professional capabilities, practical
experience, and independence.
When examining a case, they
shall appropriately plan and
execute adequate working
procedures, in order to produce a
conclusion and use the conclusion
as the basis for issuing the report
or opinion. The related working
procedures, data collected, and
conclusion shall be fully and
accurately specified in the case
working papers.

They shall  undertake an
item-by-item evaluation of the
comprehensiveness—aceuracy; and
reasonableness of the sources of
data used, the parameters, and the

information, as the basis for
issuance of the appraisal report or
the opinion.

They shall issue a statement

attesting to the professional
competence and independence of
the personnel who prepared the
report or opinion, and that they
have evaluated and found that the
information used is reasonable
and—acecurate, and that they have




and reasonable, and that they have
complied with applicable laws
and regulations.

complied with applicable laws
and regulations.

Paragraph 4
of Article 7

Appraisal report of real property,
equipment or right-of-use  assets
thereof

In acquiring or disposing of real
property, equipment or right-of-use
assets thereof, 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 domestic
government agency, engaging others to
build on its own land, engaging others
to build on rented land, or acquiring or
disposing of equipment or right-of-use
assets thereof held 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.

() 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; the same procedure
shall also be followed whenever
there is any subsequent change to
the terms and conditions of the
transaction.

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

(1

D)

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
to render a specific opinion
regarding the reason for the
discrepancy and the
appropriateness of the transaction

Appraisal report of real property,
equipment or right-of-use  assets
thereof

In acquiring or disposing of real
property, equipment or right-of-use
assets thereof, 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 domestic
government agency, engaging others to
build on its own land, engaging others
to build on rented land, or acquiring or
disposing of equipment or right-of-use
assets thereof held 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.
() 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; the same
procedure shall also be followed
whenever there is any subsequent
change to the terms and
conditions of the transaction.

Where the transaction amount is

NT$1 billion or more, appraisals

from two or more professional

appraisers shall be obtained.

(111) 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

(1
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(V)

V)

price:

1. The discrepancy between
appraisal result and
transaction amount s
percent or more of
transaction amount.

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

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
that, 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.
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
the

20
the

render a  specific  opinion
regarding the reason for the
discrepancy and the

appropriateness of the transaction
price:
1. The discrepancy between the

appraisal result and the
transaction amount is 20
percent or more of the

transaction amount.

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

(IV) No more than 3 months may

V)

elapse between the date of the
appraisal report issued by a
professional appraiser and the
contract execution date, provided
that, 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.
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.

Paragraph 4
of Article 8

Obtaining Expert Opinion

(1

The Company acquiring or
disposing of securities shall, prior
to the date of occurrence of the
event, obtain financial statements
of the issuing company for the
most recent period, certified or
reviewed by a certified public
accountant, for reference in
appraising the transaction price,
and 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 CPA prior to the date of
occurrence of the event to
provide an opinion regarding the
reasonableness of the transaction
price. This requirement does not
apply, however, to publicly
quoted prices of securities that
have an active market, or where
otherwise provided by

Obtaining Expert Opinion

U

The Company acquiring or
disposing of securities shall, prior
to the date of occurrence of the
event, obtain financial statements
of the issuing company for the
most recent period, certified or
reviewed by a certified public
accountant, for reference in
appraising the transaction price,
and 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 CPA prior to the date of
occurrence of the event to provide
an  opinion  regarding the
reasonableness of the transaction
price. Hthe-CRAneedstonsethe
e e e
e locba doan ponocoiiones
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regulations of the competent
authority.

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.

(1

- -
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
competent authority.

(1) 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.

Paragraph 5
of Article 9

When the Company or a non-public
domestic subsidiary engages in_any
transaction described in Paragraph 2, if
the transaction amount reaches 10
percent or more of the Company’s total
assets, the Company shall submit all
documents described in each
subparagraph of Paragraph 2 to the
shareholders’ meeting for approval
before signing the transaction contract
or _making payment. However, such
restriction shall not be applicable to
transactions between the Company and
its subsidiary or between subsidiaries.

Newly added

Amendment
made in
accordance
with the laws

Paragraph 4
of Article 10

Expert assessment opinion report for
intangible assets or right-of-use assets
thereof or memberships

(D Where the Company acquires or
disposes of memberships and the
transaction amount reaches 1
percent or more of paid-in capital
or NT$5 million or more, the
Company shall also obtain an
appraisal report from a
professional.

Where the Company acquires or
disposes of intangible assets or
right-of-use assets thereof and the
transaction amount reaches 10
percent or more of paid-in capital
or NT$50 million or more, the
Company shall also obtain an
appraisal report from a
professional.

Where the Company acquires or
disposes of intangible assets or
right-of-use assets thereof or
memberships and the transaction
amount reaches 20 percent or
more of paid-in capital or
NT$300 million or more, except

Q)

D)

Expert assessment opinion report for
intangible assets or right-of-use assets
thereof or memberships

() Where the Company acquires or
disposes of memberships and the
transaction amount reaches 1
percent or more of paid-in capital
or NT$5 million or more, the
Company shall also obtain an
appraisal report  from a
professional.

Where the Company acquires or
disposes of intangible assets or
right-of-use assets thereof and the
transaction amount reaches 10
percent or more of paid-in capital
or NT$50 million or more, the
Company shall also obtain an
appraisal report  from a
professional.

(1

(1) Where the Company acquires or
disposes of intangible assets or
right-of-use assets thereof or
memberships and the transaction
amount reaches 20 percent or
more of paid-in capital or NT$
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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.

300 million or more, except in
transactions with a government
agency, the Company shall engage
a CPA prior to the date of
occurrence of the event to render
an opinion on the reasonableness
of the transaction price;—the-CRA
shatl-comply-witn-the PFOVISIORS
oF —State elt 9'. AdeHng
LREE

Paragraph 1
of Article 14

Required announcement and

report

items and standards for announcement
and report

(1

(1
D)

(V)

V)

Acquisition or disposal of real
property or right-of-use assets
thereof from or to a related
party, or acquisition or disposal
of assets other than real property
or right-of-use assets thereof
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 that, this shall not

apply to trading of domestic
government bonds or bonds
under repurchase and resale
agreements, or subscription or
redemption of money market

funds issued by domestic
securities  investment  trust
enterprises.

Merger, demerger, acquisition,
or transfer of shares.

Losses from derivatives trading
reaching the limits on aggregate
losses or losses on individual

contracts set out in the
procedures adopted by the
Company.

Where the equipment or
right-of-use  assets  thereof
belongs to business use is

acquired or disposed of, and the
transaction counterparty is not a
related party, and the transaction
amount reaches NT$1 billion or
more.

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,

Required announcement and

report

items and standards for announcement
and report

(1

(1

Acquisition or disposal of real
property or right-of-use assets
thereof from or to a related party,
or acquisition or disposal of assets
other than real property or
right-of-use assets thereof 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 that,
this shall not apply to trading of
domestic government bonds or
bonds under repurchase and resale
agreements, or subscription or
redemption of money market
funds issued by  domestic
securities investment trust
enterprises.

Merger, demerger, acquisition, or
transfer of shares.

(1) Losses from derivatives trading

(IV) Where

%)

reaching the limits on aggregate
losses or losses on individual
contracts set out in the procedures
adopted by the Company.

the  equipment or
right-of-use assets thereof belongs
to business use is acquired or
disposed of, and the transaction
counterparty is not a related party,
and the transaction amount
reaches NT$1 billion or more.
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
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Paragraph 1
of Article 14

(Vi)

(Vi)

joint construction and allocation

of ownership percentages, or

joint construction and separate
sale, and furthermore the

transaction counterparty is not a

related party, and the amount the

Company expects to invest in the

transaction reaches  NT$500

million.

Where an asset transaction other

than any of those referred to in

the preceding five subparagraphs
or an investment in the mainland

China area reaches 20 percent or

more of paid-in capital or

NT$300 million;

However, this shall not apply to

the following circumstances:

1. Trading of domestic
government bonds or foreign
government bonds of credit
rating not inferior to the
authority rating of our nation.

2. Trading of bonds under
repurchase and resale
agreements, or subscription or
redemption of money market
funds issued by domestic
securities  investment  trust
enterprises.

The amount of transactions
described in each subparagraph
of the preceding paragraph shall
be calculated as follows, and the
term of “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.

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 transaction counterparty
within the preceding year.

3. The cumulative transaction
amount of acquisitions and
disposals (cumulative
acquisitions and disposals,
respectively) of real property
or right-of-use assets thereof

furthermore  the  transaction

counterparty is not a related party,

and the amount the Company
expects to invest in the transaction
reaches NT$500 million.

(VI) Where an asset transaction other
than any of those referred to in the
preceding five subparagraphs or
an investment in the mainland
China area reaches 20 percent or
more of paid-in capital or NT$300
million;

However, this shall not apply to

the following circumstances:

1. Trading of domestic
government bonds.

2. Trading of bonds under
repurchase and resale
agreements, or subscription or
redemption of money market
funds issued by domestic
securities  investment  trust
enterprises.

(VIl) The amount of transactions
described in each subparagraph
of the preceding paragraph shall
be calculated as follows, and the
term of “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.

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
transaction counterparty
within the preceding year.

3. The cumulative transaction
amount of acquisitions and
disposals (cumulative
acquisitions and disposals,
respectively) of real property
or right-of-use assets thereof




(VII1) The

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.

calculation  of  the

transaction amounts referred to

in the three articles of Article 7,

Avrticle 8 ad Article 10 shall be

done in accordance with

Subparagraph (VI1) herein. Items

for which an appraisal report

from a professional appraiser or

a CPA’s opinion has been

obtained according to these

Procedures need not be counted

toward the transaction amount.

In addition, the calculation of the

transaction amounts referred to

in Article 9 shall also be made in
accordance with Subparagraph

(VIl) herein. Items that have

been approved by the

shareholders’ meeting, Audit

Committee and the board of

directors according to these

Procedures need not be counted

toward the transaction amount.

(VII1) The

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.

calculation  of  the

transaction amounts referred to

in the three articles of Article 7,

Article 8 ad Article 10 shall be

done in accordance with

Subparagraph (VI1) herein. Items

for which an appraisal report

from a professional appraiser or

a CPA’s opinion has been

obtained according to these

Procedures need not be counted

toward the transaction amount.

In addition, the calculation of the

transaction amounts referred to

in Article 9 shall also be made in
accordance with Subparagraph

(VIl) herein. Items that have

been approved by the Audit

Committee and the board of

directors according to these

Procedures need not be counted

toward the transaction amount.
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