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SEMICONDUCTORS
WIN Semiconductors Corp.
2017 Annual General Shareholders’ Meeting Minutes

(Translation)

Time: 9:00 a.m., June 16, Friday, 2017

Place: 2F, No. 68, Wuner 1st St., Gueishan Disffiabyuan City
(Fullon Hotel Linkou)

Attending Shareholders: The total number of shaeggesented by shareholders
attending the meeting in person or by proxy is 868,384 shares (including casted
electronically 335,450,197 shares), representin(838 of the total number of issued
shares of the Company (i.e. 402,666,384 shares)

Chairman: Dennis Chen Recorder: Joan Lu

Attending Directors: Yu-Chi Wang (Director), Wen-\j Chang (Director),
Shun-Ping Chen (Director), Li-Cheng Yeh (Direct@hih-Chun Hsieh,
Representative of International Fiber Technology, Cual. (Director), Shen-Yi Li
(Independent Director), Wei-Lin Wang (Independeirebtor)

Attendees: Ya-Ling Chen (CPA, KPMG)

I. As the number of shares represented by attending akeholder has reached
the required quorum for shareholders’ meeting, thechairman declares the
shareholders’ meeting begins

II. Chairperson Remarks: (Omitted)



[ll. Report Items
Report 1: 2016 business report (see Attachmergep 10-13).
Report 2: 2016 Audit Committee’s review report (8&achment Il, page 14).
Report 3: 2016 employees' profit sharing bonusRinelctors’ compensation
1. The Company'’s profit of 2016 is NT$ 4,242,884,5884(is the pre-tax
profit after deducting of the employees’ profit shg bonus and
compensation for Directors). The proposed empleya®fit sharing
bonus and Directors’ compensation are NT$263,00Q0,0and
NT$76,300,000 respectively, and are to be disteithih cash.
2. These amounts were approved by the Board of Direateeeting on
March 23, 2017.
Report 4: Share buyback execution report
1. The execution is reported as followings:

Number of batches "SBatch ¥ Batch

Date of Board of 2016/5/12 2016/11/15

Directors’ resolution

Purpose of share Preserving company |  Preserving company
good will and good will and

buyback shareholders' equity | shareholders' equity

2016/5/13~2016/7/12 2016/11/16~2017/1/15

Intended buyback
period

Type and number of
shares intended to
buy back

Common stock Common stock
10,000,000 shares 5,000,000 shares

NT$55 to NT$85 NT$78.8 to NT$120

Buyback price rangeg

per share per share
Buyback period 2016/5/16~2016/6/24 2016/11/17~20172/
Number of shares Common stock Common stock

actually bought back 10,000,000 shares 5,000,000 shares
Total monetary

amount of shares NT$ 635,830,780 NT$ 443,977,225

buyback

Average price per

share of buybacks NT$ 63.58 NT$ 88.80
Common stock Common stock

Shares cancelled 10,000,000 shares 5,000,000 shares

Accumulated
number of shares

held by the 0 0
Company

Percentage of total

shares held by the 0% 0%
Company (%)




IV. Proposed Items

Proposal 1: Proposed by the Board
Adoption of the 2016 Business Report and Finariiatements.
Explanation:

1. The Company’s Financial Statements, includirgglthlance sheets, statements of
comprehensive income, statement of changes inyequit statements of cash
flows, were audited by independent auditors, YagL@hen and Mei-Yen Chen
of KPMG. In addition, the Financial Statements éndaeen approved by the
Board of Directors and have been examined by thditAGommittee of the
Company.

2. The Business Report has been approved by thedBddirectors and has been
examined by the Audit Committee of the Company.

3. The 2016 Business Report, independent auditargdit report, and the
above-mentioned Financial Statements are attacleeetch as Attachments |
(pages 10-13), lll and IV (pages 15-29).

Voting Result:

Shares present at the time of voting was 335,450)\Xi&es. Voting in favor

291,009,455 votes (including votes casted eleatedlyi 224,775,285 votes)

representing 86.75% of share presented, votinqnag@B8,780 votes (including votes

casted electronically 738,780 votespting invalid or abstained 43,701,962 votes

(including votes casted electronically 40,827,9%8%%). RESOLVED, that the 2016

Business Report and Financial Statements be aethyarere accepted as submitted.

Proposal 2: Proposed by the Board

Adoption of the proposal for distribution of 201&fts.

Explanation:

1. The Company’s net profit of 2016 is NT$ 3,112,7P4,3 In accordance with
Article 22-1 of the Articles of Incorporation, tt&16 profit allocation proposal
is made and attached hereto as Attachment V (pdge 3

2. The proposed dividend to shareholders is a ahgidend of NT$4.5 per
common share. Subject to the approval of the 20hAhuAl Meeting of
Shareholders, it is proposed that the ChairmarhefBoard be authorized to
determine the ex-dividend date and payment datke.thd total amount of
outstanding common shares changes owing to WINerad® its common
shares and the distribution ratio for the cashd#ind needs to be adjusted, it is
proposed that the Chairman of the Board of DirectirWIN is authorized by
the General Shareholders Meeting to make such tatpmss.

3. Distribution of cash dividend will be roundedwio to an integer, and will
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authorize the Chairman to distribute the total dedhdown amounts to specific
persons for adjustment.
Voting Result:
Shares present at the time of voting was 335,450)\i&es. Voting in favor
291,737,455 votes (including votes casted eleatsdlyi 225,503,285 votes)
representing 86.96% of share presented, votinghagaD, 780 votes (including votes
casted electronically 10,780 votesjpting invalid or abstained 43,701,962 votes
(including votes casted electronically 40,827,958%8). RESOLVED, that the above
proposal be and hereby was approved as proposed.

V. Discussion Items

Proposal 1: Proposed by the Board
Amendment to the Company’s “Procedures for Acqgoisior Disposal of Asset”.
Explanation:

1. The Financial Supervisory Commission amendetRiegulations Governing the
Acquisition and Disposal of Assets by Public Comeghon Feb. 9, and Feb. 13,
2017. Therefore, WIN's “Procedures for Acquisition Disposal of Assets”
should be amended to reflect the regulatory charages to form the Audit
Committee of the Company.

2. The proposed amendment to the “Procedures fauiaition or Disposal of
Asset” is attached hereto as Attachment VI (pade38).

Voting Result:

Shares present at the time of voting was 335,450)\X&es. Voting in favor

291,722,455 votes (including votes casted eleatedlyi 225,488,285 votes)

representing 86.96% of share presented, votinghagaD,780 votes (including votes

casted electronically 10,780 votesjpting invalid or abstained 43,716,962 votes

(including votes casted electronically 40,842,958%8). RESOLVED, that the above

proposal be and hereby was approved as proposed.

Proposal 2: Proposed by the Board
Proposal for fund raising plan by issuing commoarek through private placement.
Explanation:

1. To ally with strategic investors and take intx@unt effectiveness and cost of
raising capital, the Company proposes to raisedundissuing common shares,
of no more than 40,000,000 shares, through pript@eement. The par value is
NT$10 per share. Proceeds of the capital raisdt bei used for capital
expenditures, research & development expenses andng capital needs, and
is expected to generate a positive impact for tieré return of our shareholders.
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If this cash capital increase is issued at a maminod 40,000,000 shares, the
dilution for the existing shareholders will be 62

In accordance with Article 43-6, Security anccEange Act and “Directions for

Public Companies Conducting Private Placementsecliities”, the particulars

shall be stated were listed below:

(1) Basis and reasonableness of the private pladegpnieing:

a. The pricing method: In accordance with “Direndor Public Companies
Conducting Private Placements of Securities”, tigldr of the following
two calculations shall be the reference price: t(@ simple average
closing price of the common shares of the Compangither the 1, 3, or
5 business days, or (b) for the 30 business dayerébehe price
determination date, after adjustment for any dstion of stock
dividends, cash dividends, or capital reduction.

b. The actual issuance price shall no lower than rédference price. The
pricing date, actual amounts are proposed to authadhe Board to
determine, taking into consideration the markettusta objective
conditions and relevant regulations above-mentioned

c. The pricing methodology is in compliance withexant regulations. The
price determination above shall be reasonable.

(2) The method to determine placee:

a. The method to determine placee: The strategistors have the priority
to be considered as Specific Persons for privaaeephent if (i) being
qualified for the rules in Article 43-6, Securitydch Exchange Act and
relevant regulations, (ii) can meet the Companysiitess needs in terms
of developing new market, expanding operation s@ald generating
direct or indirect benefits for future operationslhe major targets will be
the Company’s customers and shall not be insiderslated parties of the
Company. It is proposed to authorize the CompaBgard to determine
the Specific Persons for private placement.

b. The objective of selecting the placee, the retefor that selection, and
the anticipated benefits:

(@) The objective of selecting the placee and tkeessity for that
selection: With the industry developing trend, @empany plans to
increase capital expenditure, research & developragpenses and
supplement working capital to ensure the long-teoperation
development. It is expected that the placee wg8ist the Company
to expand its market, improve it revenue and pabfiity, and will
help to enhance its development and competitivaatdges, which
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can generate direct or indirect benefits for futperations.

(b) The anticipated benefits: The private placemehengaging with
strategic investors and raising funds will streegth our
competitiveness, upgrade operating efficiency, mafofinancial
structure and strengthen shareholder structurechwban generate
direct or indirect benefits for future operations.

(3) The necessity of the private placement:

a. The reason for not taking a public offering: €idering the effectiveness,
feasibility and costs to raise capital, the Compparoposes to raise funds
by way of issuance of common shares through pripkteement. Also,
it is proposed to authorize the Company’s Boarohtplement the private
placement based on the capital market status anthb@uy’s actual needs,
which can increase the flexibility and effectivenies Fundraising through
private placement with the imposed trading limdatiperiod of 3 years
can ensure more long-term cooperation between thrap@ny and the
strategic investors.

b. The amount of the private placement: The Compays to complete the
private placement at one time not exceeding 4000@0shares within one
year after shareholders’ meeting resolution. Theadundraising amount
is proposed to be authorized to the Board to deterrbased on current
market conditions, corporate needs and specifitgsar

c. The capital usage plan and projected benefitrofate placement:
Proceeds raised will be used as capital expenditoesearch &
development expenses and working capital. The feripdacement will
reinforce the financial structure and contributethe stability of the
Company’s growth, which can benefit shareholdegsity.

(4) Rights and obligations of the new private piaeat shares:

Share certificates of the new private placementeshavill be issued in

scripless form, the new shares will have the sagtgs and obligations as

those of the original shares. Within three yeateraflelivery, the shares
issued under the private placement may not befeanrd except under the
circumstances in Article 43-8, Securities and Excjes Act. After expiration
of the three years following the delivery datelod private placement shares,
the Company may file with authorization and listitng shares based on the
relevant regulations.

(5) Except for the percentage relative to priciagdd on the reference price, it is
proposed to authorize the Company’s Board to implanor modify the
major plan of the private placement based on thekehastatus, including
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actual pricing date, actual price, actual issuasitare, terms of issuance,
issuance plan (use of proceeds), amount of the faging, projected

timeline and benefits of private placement, andtenaegarding the private
placement. In addition, it is proposed to authetize Board to revise the
issuance plan based on operation assessment, mmeinb changes or upon
receipt of instructions from government authorities

(6) It is proposed to authorize the Company’s Bomrccomplete the private
placement at one time within one year after shddein® meeting resolution.
If the private placement cannot be completed witna year, the Board shall
discuss not to continue this private placement gudblish relevant
information on the Market Observation Post System.

(7) It is proposed to authorize the Chairman or pleeson appointed by the
Chairman to represent the Company to negotiatesigmdany documents and
contracts regarding the private placement planremdile any and all matters
relating to issuance of private placement sharesasred.

(8) For matter regarding the private placementimgdtided above, it is proposed
to authorize the Chairman of the Board to handmling to related laws
and regulations.

Voting Result:

Shares present at the time of voting was 335,450)\i&es. Voting in favor
260,121,255 votes (including votes casted eleatsdlyi 193,887,085 votes)
representing 77.54% of share presented, votinghag8il, 488,894 votes (including
votes casted electronically 31,488,894 votesjing invalid or abstained 43,840,048
votes (including votes casted electronically 40,088 votes). RESOLVED, that the
above proposal be and hereby was approved as @epos

VI. Directors Election

Proposal 1: Proposed by the Board
By-election of one Independent Director.
Explanation:

1. Mr. Chao-Shun Chang, Independent Director ofGenpany has resigned on
Sep. 2, 2016. In accordance with Article 14-2hef Securities and Exchange
Act, a by-election for one independent directordld@ held in this shareholders
meeting. The tenure of this Independent Direcsofrom June 16, 2017 to
June 23, 2019.

2. Elections of directors at the Company is coneldian accordance with the
candidate nomination system, the Independent Direindidate's information
was reviewed by the Board meeting on May 5, 20-7veas shown as below:
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3.

Education & Major ] » Shareholdings

Name i Other Major Positions

Experience (shares)

- CPA

- Supervisor, Prolific
Technology Inc.

Mr. - Independent Director,
Jin-Shih - Master Degree in Namchow Chemical
] Accounting, Tamkang Industrial Co., Ltd. 0
Lin University, Taiwan . Member of
(PSR Compensation

Committee, Namchow
Chemical Industrial
Co., Ltd.

The Company’s “Rules for Election of Directornis” attached to the Meeting
Handbook as Appendix Il (pages 51-53)

Voting Result:
The elected Independent Director is listed as fedto

Title ID No. Name \otes Received

Independent Directonl A11121XXXX | Jin-Shih Lin(tk$5%i) 259,955,816

VII. Other Items

Proposal 1: Proposed by the Board
Proposal for release of Directors from non-comjmetitestrictions.

Explanation:

1.

According to Article 209 of the Company Act, a @it who does anything for

himself or on behalf of another person that is inithe scope of the company’s
business, shall explain to the meeting of sharadislthe essential contents of
such an act and secure its approval.

The candidate of the Independent Director of Gloenpany who participate in

the operations of another company, that engagédsisame or similar business
scope as the Company hereby requests the shareicdgeroval to release

these directors and their proxies from the non-catitipn restrictions.

In addition, Directors of the Company who papiéte in the operations of

another company, that engages in the same or silmigsiness scope as the
Company hereby requests the shareholders’ apptovalease these directors
and their proxies from the non-competition resiits.

The positions that Directors concurrently engage in



, The essential position the
Title Name ) )
director engages in
- Independent Director, PlexBio Co., Ltd.
Mr. Chin-Tsai « Chairman, Chainwin Agriculture and Animal
Chairman . Technology (Cayman Islands) Ltd.
Chen [AEA) . Director, Jiangsu Chainwin Agriculture and
Animal Technology Co., Ltd.
Director Mr. Shun-Ping - Independent Director, Wei Chuan Foods
Chen fig#) | Corp.
Independent | Mr. Shen-Yi Li - Director, East Tender Optoelectronics
Director (Z{d—) Corporation
Independent ) o
Director Mr. Jin-Shih Lin | . |Independent Director, Namchow Chemica
(RS Industrial Co., Ltd.
Candidate

Voting Result:

Shares present at the time of voting was 335,450)\i&es. Voting in favor
253,127,530 votes (including votes casted eleatsdlyi 186,893,360 votes)
representing 75.45% of share presented, votinghagail,530,626 votes (including
votes casted electronically 11,530,626 votesjing invalid or abstained 70,792,041
votes (including votes casted electronically 67,038 votes). RESOLVED, that the
above proposal be and hereby was approved as @epos

[IX. Special Motions: None

IX. Adjournment: At 9:33a.m. of June 16, 2017.



ATTACHMENT I: 2016 BUSINESS REPORT

In 2016, the global environment remained challeggiwith several countries
experiencing significant impact from political “Blla Swan” events. Despite these
headwinds, WIN'’s revenue and net income continoegrow, reaching a record high
for the second consecutive year. This strong firsuperformance under challenging
conditions validates our strategy to leverage WIkeshnology leadership and
diversify into new applications and markets. Therggth of our technology portfolio,
developed over many years, insulates WIN from tlatility of an individual market
or the sales of a single product. Also, we haveuately recognized market trends
and expanded capacity to capture greater market.s& a result, our revenue
remained at higher levels than the previous yeailewnaintaining utilization rates
above 80 percent each quarter even though we exyged typical market seasonality.
Demand trends and utilization rates provide comitée of customers increased
reliance on WIN's technologies and manufacturinglescMore importantly, WIN has
taken the initiative to continually expand our taas in order to provide sufficient
capacity for customers and the global wireless lguppain. Looking back at the
previous year, we are encouraged to see the irydtrstnd outlined a year ago has
materialized. Although growth for the global smadpe market has slowed, WIN
continues to benefit from more difficult RF perfante requirements used in tier one
smartphones. For both cellular and WiFi applicatjothe demand for GaAs
components is increasing. Infrastructure and nordbet markets have delivered
good financial performance over the past few yeansl, are benefiting from WIN’s
expertise and unique high frequency, high powerpmment technology. In the area
of optical devices and related technologies annedirast year, we expect these to
begin contributing to revenue this year. In genena are confident the company’s
operations will continue to grow in 2017.

While our 2016 revenue and net income increaseget8ent and 17 percent
respectively, we did not forget the importance ohtmually improving return on
equity and strengthening corporate governancehénthird quarter of 2016, WIN
executed a capital reduction of 30 percent, and algplemented treasury stock
repurchases in the second and fourth quarters.eTaetsons were taken to improve
ROE and enhance shareholder value, and have beenalfity received by our
stockholders. In the area of corporate governaihl placed in the top 5 percent of
companies assessed in the second annual Taiwak Bxatange/Taipei Exchange
Corporate Governance Evaluation published in e2@y6. For business operations
and efficiency, WIN was awarded the 2015 Top500Qstanding Performance
Enterprise Award from China Credit Information Seev

2016 operating results and 2017 outlook are reg@sefollow:
A. Operating Performance in 2016
1. Operating Performance

The Company’s 2016 consolidated revenues totaledll®;623,076 thousand,
representing an increase of 13.38% compared tydhe 2015. 2016 net profit
attributable to owners of parent was NT$ 3,112, #fdusand, representing an
increase of 16.51% compared to the prior year,E8 for 2016 was NT$6.04.
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2. Analysis of Receipts, Expenditures, and Profitabity
Unit: NT$ thousands; %

2016 2015
Items (Consolidated)(Consolidated
Interest Income &| Interest Income 11,104 20,280
Interest Expense | Interest Expense 20,220 13,852
Return on Total Assets (%) 12.3p 11.68
Return on Equity (%) 17.87 16.12
Profitability Ratio to Issued | Operating Income 85.72 58.84
Capital (%) Pre-tax Income 95.34 57.56
Profit Ratio (%) 22.73 22.23
Earnings per Share (NT$ dollars) 6.04 3.97

3. Budget Implementation

The Company is not required to make public its 2@ibéncial forecast
information; however, the Board of Directors ap@mdvhe budget plan and the
overall operating plan is in good condition.

4. Research and Development Status

Market leading technology enables WIN to creataifigant differentiation in
our industry and enhances our competitiveness. '$\R¥.D expense is typically
half of operating expense, and these sustained R&Bstments now form the
basis of new customer products that are the nexgrdrof revenue growth. A good
example of this success is our BIHEMT technologhiolw was launched more
than 10 years ago and has now become widely addptedainstream tier one
smartphones. Additionally, WIN utilizes its upstmre@xpertise and capabilities in
compound semiconductor epitaxy to improve qualiytool, and accelerate the
development of new technologies and applicatiormsidtent with our strategic
approach to vertical integration, WIN also providestomers with wafer level
copper-pillar bumping solutions to enable advangetkaging approaches,
simplify supply chain logistics and increase custortoyalty. Furthermore, the
optical device technologies we announced last ggmasoon expected to contribute
to revenue, and is the result of several years Ri&iestment focused on
technology and manufacturing of 2.5G/10G/25G ladiedes, photodiodes and
vertical cavity surface emitter lasers. Lastly, bigh power RF GaN technology,
under development for many years, started to henadl sevenue contribution in
2016 and will see continued R&D investment in supmd future 5G and loT
infrastructure applications.

B. Business Plan in 2017

In 2016 WIN's revenue grew 13% YoY, and was mudahkr than the growth
rate of both the global semiconductor industry #rel GaAs device market. Our
position as the largest compound semiconductor rwifendry with the most
advanced technology portfolio makes WIN the pref@mmanufacturing partner for
global IDMs and design houses, enabling revenugrdov faster than the overall
market. We will continue to pursue this highly sessful business model and
strategy in 2017, and leverage our core techndogpediversify into adjacent
markets and applications to reduce the risk ofaust and product volatility.
Additionally, we will maintain our industry-leadingosition with our state-of-art
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technologies and apply these to entirely new apgtios and opportunities.
Moreover, to increase manufacturing scale we waititmue the expansion plan for
fab C, which began mass production in 2016. Aftesrenthan 2 years of

preparation, fab C now provides ample capacity kmgliabs A & B to moderate

utilization rates to more efficient levels. Furtimare, capital expenditure for 2017
is expected to remain at similar levels as previeers, and this CAPEX will not
only be used for optical device equipment relocdtiptimization amongst the 3
fabs, but also for continued build-out of Fab dsan room space in anticipation
of next year’s capacity expansion.

. Development Strategy

WIN’s fundamental strategy has always been to pour customers with
the most advanced compound semiconductor technoddgyg with flexible
manufacturing scale to support any end-market. #&te our capacity and R&D
capabilities provides a clear market advantage lelgpWIN’'s customers to
successfully take share in their markets. Our PAtauers have a long track
record of success in the handset market and tBisgréiaslated to superior growth at
WIN. We have now entered new markets beyond handsdtare duplicating our
success in the mobile PA market, creating an exhernigh entry barrier for
competitors. The key to our success has been c@timvestment in core
technology and production capabilities. These itests not only include
capacity for wafer production, but also in talenésdployees and R&D initiatives.
Particularly for R&D of new compound semiconductechnologies, a correct
decision with an accurate market view has to beentado 5 years in advance.
Prime examples of these investment choices are SVBAMEMT processes; wafer
level Cu pillar bumping services; high power GaMgass; and optical device
technologies, which all have been realized thrahghsame decision path.

For WIN'’s optical device business, we expect reeeoontribution this year.

In the coming years, we will continue to develop tommunication technologies
necessary for applications in vehicles, data cenaed fiber to the home. For
microwave communication, applications in V2V/V2X ssggms are another
technology focus for us in the mid to long term.tte area of emerging network
architectures, 5G communication specifications sdile being developed and are
expected to be ready for commercialization in 202Global supply chains are
preparing for 5G deployments, and all process teldges needed for both pre-5G
and 5G have been incorporated into WIN’s technologgimap.

. The Impact of the External Competitive Environment, Regulatory
Environment, and Macroeconomic Environment

Over the past year, political and economic “Blaska8s” have affected daily
business decisions and often we see changes ihdoearnment regulations that
work against economic growth. In Taiwan for examgie treatment of employee
share bonus causes employees a heavy tax burdée. laW of “one fixed day off
and one flexible rest day” causes increased labstscand less flexibility for
production scheduling. All these unfavorable fextoreate challenging business
conditions, however, WIN maintains flexibility inubiness operations and
continues innovating. WIN remains committed to depmg new process
technologies to offset price erosion and providst@mers added value, increased
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functionality, improved quality and better performea to succeed in their highly
competitive markets. In addition, the red supphaiohhas emerged with direct
competition or even the threat of merger and adtpns In response to this,
WIN, as a pure play foundry, is continually builgia higher entry barrier with
superior technology, greater economic scale amdesfic customer alliances.

Also, we expect the government to recognize theomapmce of economic
development and create a favorable environmen¢édonomic growth through the
formulation of a tax-light policy and simplificaticof business regulation.

Chin-Tsai Chen Yu-Chi Wang Linna Su
Chairman CEO Accounting Officer
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ATTACHMENT II: 2016 AUDIT COMMITTEE’S REVIEW REPORT

2016 AUDIT COMMITTEE’S REVIEW REPORT

The Board of Directors has prepared the Company&62Business Repor
Financial Statements (parent-company-only & codstéid), and proposal for
allocation of earnings. The CPA firm of KPMG wadaired to audit WIN’S
Financial Statements and has issued an audit reptating to the Financial
Statements.

—

The Audit Committee is responsible for supervisihg financial reporting process
of the Company. The CPAs communicated the follgwmatters to the Aud
Committee when they audited and attested the CoygaB016 financial
statements:

1. The scope and timing of the audit conducted by CRAs communicated and
that there were no significant audit findings dgrtheir audit.

2. The CPAs provided the Audit Committee with a stamtmstating that th
Committee has complied with the relevant ethicajuneements regardin
independence, and that there were no other mattatsmay reasonably b
thought to bear on their independence.

3. The CPAs communicated with the Audit Committee ey kudit matters and
determined that key audit matters should be comecated in the auditors
report.

—

(-D@(D

The Business Report, Financial Statements, andnggrallocation proposal hay
been reviewed and determined to be correct andratecby the Audit Committe
members of WIN Semiconductors Corp. According tewant article 14-4 of th
Securities and Exchange Act and article 219 of @menpany Law, we hereb
submit this report.

g<(lJ(D(D

WIN Semiconductors Corp.
Chairman of the Audit Committee: Wei-Lin Wang

March 23, 2017
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ATTACHMENT Ill: INDEPENDENT AUDITORS’ REPORT AND 20 15
CONSOLIDATED FINANCIAL STATEMENTS

Independent Auditors’ Report

The Board of Directors of WIN Semiconductors Corp.
Opinion

We have audited the consolidated financial statesnei"WIN Semiconductors Corp. and its
subsidiaries (“the Group”), which comprise the aditated balance sheets as of December
31, 2016 and 2015, the consolidated statementsropiehensive income, changes in equity
and cash flows for the years ended December 38 &0d 2015 and notes to the consolidated
financial statements, including a summary of sigaifit accounting policies.

In our opinion, the accompanying consolidated faialnstatements present fairly, in all

material respects, the consolidated financialtmrsiof WIN Semiconductors Corp. and its

subsidiaries as at December 31, 2016 and 2015jtammtnsolidated financial performance

and its consolidated cash flows for the years #mahed in accordance with the Regulations
Governing the Preparation of Financial Reports bgcuBities Issuers and with the

International Financial Reporting Standards (“IFRSiternational Accounting Standards

(“IASs"), interpretations as well as related guidarendorsed by the Financial Supervisory
Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Ré&gns Governing Auditing and
Certification of Financial Statements by Certifi@liblic Accountants and the auditing
standards generally accepted in the Republic oh&hDur responsibilities under those
standards are further described in the Auditorss@®esibilities for the Audit of the
Consolidated Financial Statements section of ogmonte We are independent of WIN
Semiconductors Corp. and its subsidiaries in ae@uard with the Certified Public
Accountants Code of Professional Ethics in RepubficChina (“the Code”), and we have
fulfilled our other ethical responsibilities in ardance with the Code. We believe that the
audit evidence we have obtained is sufficient apdr@priate to provide a basis of our
opinion.

Key Audit Matters

Key audit matters are those matters that, in owfegsional judgment, were of most
significance in our audit of the consolidated ficiahstatements for the year ended December
31, 2016. These matters were addressed in the xtooteour audit of the consolidated
financial statements as a whole, and in formingapinion thereon, and we do not provide a
separate opinion on these matters. In our judgnieatey audit matters we communicated in
the auditors’ report were as follows:

1. Revenue recognition

For accounting policies of revenue recognitionaperefer to Note 4 (q) "Revenue" of the
consolidated financial statements.

WIN Semiconductors Corp. and its subsidiaries eegayg selling of GaAs wafers.
Currently, the GaAs semiconductor industry is beogmmore competitive. Also, WIN
Semiconductors Corp. is a listed company involvingpublic interest. Therefore, its
revenue recognition has been identified as a kelt aatter while conducting our audit
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on the financial statements of WIN SemiconductargpCand its subsidiaries.

How the matter was addressed in our audit;

Our principal audit procedures included: Testing tthesign and effectiveness of the
Group’s internal control on revenue and order tshcaansaction cycle. Inspecting the
contracts signed with major customers to assessredhsonableness of the timing to
recognize revenue. Performing the trend analysiseskenue, and collaborating it's
movement and expectation to verify whether or mytanusual matter has incurred.

. Evaluation of inventory

Please refer to Note 4(h) “Inventory” for accougtipolicies, Note 5(a) for accounting
assumptions, judgments and estimation uncertaihtyn@ntory, and Note 6(d) for the
illustration of inventory of the consolidated fir@al statements.

Due to the industry demand, WIN Semiconductors Camngl its subsidiaries store a high
ratio of precious metals which result in a loweventory turnover. Therefore, the Group
cannot require sufficient information on inventasri@at were sold or used on the reporting
date. Since the technology changes rapidly, thentory may be out of date or may not
conform to market demand, resulting in a risk whetke carrying amount of inventories

may exceed its net realisable value.

How the matter was addressed in our audit;

Our principal audit procedures included: Testing thccuracy of the estimations of
inventory at the lower of cost and net realisalalRi®. Referring to the recent selling price
and considering the amount of written off inventanthe subsequent events to evaluate
the appropriateness of the amount of loss on valuadf inventory or obsolescence.
Analysing the historical accuracy of judgments]uding inspecting the amount of loss on
valuation of inventory or obsolescence recognizegrior year and with reference to
actual disposal to assess rationality of the judgmef the current period. Moreover,
comparing with the provision for inventory valuatiand obsolescence made in the current
year to evaluate the appropriateness of the asgumspt

. Business combination

Please refer to Note 4(u) “Business combination”gocounting policies, Note 5(b) for
accounting assumptions, judgments and estimati@ertainty of business combination,
and Note 6(g) for the illustration of business cambon of the consolidated financial
statements.

The Group has controlled over Chainwin Agricultared Animal Technology (Cayman
Islands) Ltd. and its subsidiaries for the year eehdecember 31, 2016. For the
requirement of the accounting policies regardingifess combination, the management
of WIN Semiconductors Corp. and its subsidiariesienadgments in determining the fair
value of the consideration transferred, assetsiagtiand non controlling interest. There is
a significant judgment involved in determining fla@ value of pre existing interest of the
acquiree, assets acquired and liabilities assuneeh ghe specialised nature of the
acquired businesses and their related technologiess, the business combination has
been identified as a key audit matter.

How the matter was addressed in our audit:

Our principal audit procedures included: Using own valuation specialists to assist us in
challenging the valuation assumptions and methaiedo which included the
understanding of the asset valuation models usddtesir key inputs. Enquiring from the
management its performance of operation to vertfigtiver or not it is consistent with the
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input assumptions on external market informatiomwider to identify the reasonableness
of assumptions underlying the identification of flag value of the separate identifiable
assets acquired and liabilities assumed in thepmeident external valuation report.

Other Matter

WIN Semiconductors Corp. has prepared its paremipeny only financial statements as of
and for the years ended December 31, 2016 and 201i5yhich we have issued an
unmodified opinion.

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

Management is responsible for the preparation amd dresentation of the consolidated
financial statements in accordance with the Remuiat Governing the Preparation of
Financial Reports by Securities Issuers and with IFRSs, 1ASs, IFRIC as well as SIC
endorsed by the Financial Supervisory CommissiothefRepublic of China, and for such
internal control as management determines is napes® enable the preparation of
consolidated financial statements that are freenfroaterial misstatement, whether due to
fraud or error.

In preparing the consolidated financial statememanagement is responsible for assessing
the Group’s ability to continue as a going concelisglosing, as applicable, matters related to
going concern and using the going concern basiagcobunting unless management either
intends to liquidate the Group or to cease opargtior has no realistic alternative but to do
so.

Those charged with governance (including membethefAudit Committee) are responsible
for overseeing the Group's financial reporting @es

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

Our objectives are to obtain reasonable assuranget avhether the consolidated financial
statements as a whole are free from material nésatnt, whether due to fraud or error, and
to issue an auditors’ report that includes our igpinReasonable assurance is a high level of
assurance, but is not a guarantee that an auditucted in accordance with the auditing
standards generally accepted in the Republic ofn&hwill always detect a material
misstatement when it exists. Misstatements car &r@sn fraud or error and are considered
material if, individually or in the aggregate, theguld reasonably be expected to influence
the economic decisions of users taken on the b&giese consolidated financial statements.

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

1. Identify and assess the risks of material misstant of the consolidated financial
statements, whether due to fraud or error, desighperform audit procedures responsive
to those risks, and obtain audit evidence thatfificgent and appropriate to provide a basis
for our opinion. The risk of not detecting a matemisstatement resulting from fraud is
higher than for one resulting from error, as framdy involve collusion, forgery,
intentional omissions, misrepresentations, or theride of internal control.

2. Obtain an understanding of internal controlvatg to the audit in order to design audit
procedures that are appropriate in the circumstarmé not for the purpose of expressing
an opinion on the effectiveness of the Group'srivdecontrol.

3. Evaluate the appropriateness of accounting ipslitised and the reasonableness of
accounting estimates and related disclosures madehagement.
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4. Conclude on the appropriateness of managemeasésof the going concern basis of
accounting and, based on the audit evidence olotaibether a material uncertainty
exists related to events or conditions that may sigsificant doubt on the Group’s ability
to continue as a going concern. If we conclude #hataterial uncertainty exists, we are
required to draw attention in our auditors’ reptot the related disclosures in the
consolidated financial statements or, if such dsates are inadequate, to modify our
opinion. Our conclusions are based on the audiesnie obtained up to the date of our
auditors’ report. However, future events or comais may cause the Group to cease to
continue as a going concern.

5. Evaluate the overall presentation, structure aodtent of the consolidated financial
statements, including the disclosures, and whetierconsolidated financial statements
represent the underlying transactions and eventsa iimanner that achieves fair
presentation.

6. Obtain sufficient and appropriate audit evideregarding the financial information of the
entities or business activities within the Groupet@ress an opinion on the consolidated
financial statements. We are responsible for thectlon, supervision and performance of
the group audit. We remain solely responsible foraudit opinion.

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

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

From the matters communicated with those charged governance, we determine those
matters that were of most significance in the aofithe consolidated financial statements for
the year ended December 31, 2016 and are thetbi®iey audit matters. We describe these
matters in our auditors’ report unless law or ragah precludes public disclosure about the
matter or when, in extremely rare circumstancesdetermine that a matter should not be
communicated in our report because the adverseeqaeaces of doing so would reasonably
be expected to outweigh the public interest bemefisuch communication.

The engagement partners on the audit resultindgpi;ihdependent auditors’ report are Ya
-Ling Chen and Mei-Yen Chen.

KPMG

Taipei, Taiwan (The Republic of China)
March 23, 2017

Note to Readers

The accompanying consolidated financial statemargsintended only to present the consolidated retté of
financial position, financial performance and i&slk flows in accordance with the accounting prilesipand
practices generally accepted in the Republic of Claind not those of any other jurisdictions. The dads,
procedures and practices to audit such consolidatadcial statements are those generally accegtedapplied
in the Republic of China.

The auditors’ report and the accompanying constaldinancial statements are the English transiatib the
Chinese version prepared and used in the Repub@hiofa. If there is any conflict between, or anyetince in
the interpretation of the English and Chinese lagguauditors’ report and consolidated financialestants, the
Chinese version shall prevail.
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WIN Semiconductors Corp. and Its Subsidiaries

Consolidated Balance Sheets

December 31, 2016 and 2015

(Expressed in Thousands of New Taiwan Dollars)

December 31, 2016 December 31, 2015

December 31, 2016 December 31, 2015

Assets Amount % Amount % Liabilities and Equity Amount % Amount %

Current assets: o o Current liabilities:
1100 Cash and cash equivalents (note 6(a)) $ 2,388,148 1,869,657 8 2100 Short-term borrowings (note 6 (m)) $ - - 23,656
1110  Current financial assets at fair value through ipmfloss (note 6(b)) 218,250 1 1,014,688 4 2170 Accounts payable 975,478 4 1,309,867 5
1125  Current available-for-sale financial assets (n¢t8)6 974,767 4 629,823 3 2200 Other payables 2,056,522 7 1,810,125 8
1170  Notes and accounts receivable, net (note 6(c)) 681714 4 700,028 3 2320 Long-term liabilities, current portion (notes 6@mnd 8) 940,194 4 841,507 3
1310 Inventories (note 6(d)) 2,727,432 10 2,471,370 10 2399 Other current liabilities 222,226 1 620,449 3
1400 Current biological assets (note 6(e)) 133,029 1 - - Total current liabilities 4,194,420 _16 4,605,604 _ 19
1470  Other current assets (note 6(1)) 309,0741 298537 1 Non-Current liabilities:

Total current assets 7,819,409 _ 30 6,984,103 _ 29 2540 Long-term borrowings (notes 6(n) and 8) 3,673,7494 2,098,796 9

Non-current assets: 2570 Deferred tax liabilities (note 6(q)) 33,728 - P89 -
1523  Non-current available-for-sale financial assete€r&{b)) 1,625,267 6 1,268,721 5 2600 Other non-current liabilities (note 6(p)) 190,858 1 169,814 1
1543  Non-current financial assets at cost (note 6(b)) 4822 - - - Total non-current liabilities 3,898,335_ 15 2,296,769_ 10
1546  Non-current investments in debt instrument withaettve market Total liabilities 8,092,755_ 31 6,902,373 _ 29

(note 6(b)) 92,600 - 159,600 1 Equity (notes 6(q), 6(r) and 6(s)) :

1550 Investments accounted for using equity method (6¢f¢ 291,036 1 657,960 3 3110 Ordinary share 4,076,664 15 5,965,641 25
1600 Property, plant and equipment (notes 6(i), 7 and 8) 13,348,978 51 11,623,19048 3200 Capital surplus 3,758,737 14 3,815,017 16
1760 Investment property (notes 6(j) and 8) 1,468,1136 1,085,846 5 3300 Retained earnings 9,376,801 36 7,045,498 29
1780 Intangible assets (notes 6(g) and 6(k)) 229,539 1 62,370 - 3400 Other equity interest 761,897 2 382,944 1
1830  Non-current biological assets (note 6(e)) 48,290 - - 3500 Treasury shares (347,660) (1) - -
1840 Deferred tax assets (note 6(q)) 75,354 - 85,104 Total equity attributable to owners of parent 17,626,439_ 66 17,209,100_71
1915 Prepayments for business facilities 1,263,897 5 2,135838 9 36XX Non-controlling interests (note 6(h)) 691,445 3 - -
1990 Other non-current assets (notes 6(I) and 8) 23,3 48,741 _- Total equity 18,317,884 69 17,209,100 71

Total non-current assets

Cash and cash equivalents (note 6(a))

18,591,230_70 _ 17,127,370 _71
$__26.410,639.100 ___24.111,473.100

Total liabilities and equity
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WIN Semiconductors Corp. and Its Subsidiaries
Consolidated Statements of Comprehensive Income
For the years ended December 31, 2016 and 2015
(Expressed in Thousands of New Taiwan Dollars, Expefor Earnings Per Common Share)

2016 2015
Amount % Amount %
Operating revenue $ 13,623,076 100 12,015,747 100

Operating costs (notes 6(d),6(e),6(f),6(k),6(0),6(p(u),7 and 12)

(8.633,824)_(63)

(7.254,716)_(60)

Gross profit from operating 4,989,252 37 4,761,031 40
Operating expenses (notes 6(c),6(k),6(0),6(p),6(mand 12):
Selling expenses (169,804) (1) (131,408) (1)
Administrative expenses (735,461) (5) (546,774)  (5)
Research and development expenses (606,344) (572,485) _ (5)
Total operating expenses (1,511,609) _(11) _(1,250,667)_(11)
Net other income (expenses) (note 6(e)) 16,959 _ - - -
Net operating income 3,494,602 _ 26 3,510,364 29
Non-operating income and expenses:
Other income (notes 6(0) and 6(v)) 137,384 482 1
Other gains and losses (notes 6(f),6(g) and 6(v)) 318,332 2 (59,117) -
Finance costs (notes 6(v)) (20,220) - (13,852) -
Share of loss of associates and joint venturesuented for using
equity method (notes 6(f)) (42,554 _ - (106,195 _ (1)
Total non-operating income and expenses 392,942 3 (76,726) _ -
Profit before tax 3,887,544 29 3,433,638 29
Total tax expense (note 6(q)) (791,239) _ (6) (762,011) _ (7)
Profit 3,096,305 23 _ 2,671,627_ 22
Other comprehensive income (loss):
Components of other comprehensive income (loss) thaill not be
reclassified to profit or loss:
Remeasurements of defined benefit plans (note 6(p)) (13,272) - (6,304) -
Income tax related to components of other comprakierincome
that will not be reclassified to profit or loss {a®(q)) 2,25¢ _ - 1,07z -
Total components of other comprehensive income (Isthat
will not be reclassified to profit or loss (11,016 _ - (5,232 _ -
Components of other comprehensive income (loss) thaill be
reclassified to profit or loss
Exchange differences on translation of foreignriizial statements (45,648) (1) 15,177 -
Unrealised gains (losses) on valuation of availfbitesale 397,017 3 147,199 1
financial assets
Share of other comprehensive income of associatd gt
ventures accounted for using equity method (nddé 6( 301 - (303 -
Income tax related to components of other comprakierincome
that will be reclassified to profit or loss - - - -
Total components of other comprehensive income thatill
be reclassified to profit or loss 351,67( 2 162073 1
Other comprehensive income 340,654 2 156,841 1
Total comprehensive income $ 3.436,959 25 2,828,468 __ 23
Profit (loss), attributable to:
Profit attributable to owners of parent $ 3,112,77423 2,671,627 22
Loss attributable to non-controlling interests 6.469) _ - - -
$__3,096,305__23 _ 2,671,627_ 22
Comprehensive income attributable to:
Comprehensive income, attributable to owners oéipiar $ 3,480,374 26 2,828,468 23
Comprehensive income (loss) , attributable to nomirolling (43,415) _ (1) - -

interests

$__3.436,959__ 25 _ 2,828,468__ 23

Earnings per common share (expressed in dollars)(te 6(t))

Basic earnings per share $
Diluted earnings per share $
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WIN Semiconductors Corp. and Its Subsidiaries

Consolidated Statements of Changes in Equity

For the years ended December 31, 2016 and 2015

(Expressed in Thousands of New Taiwan Dollars)

Retained earnings

Other equity interest

Exchange
differences on
translation of

Unrealized gains
(losses) on

Total equity

Ordinary Unappropriated Total retained foreign financial  available-for-sale  Total other Treasury attributable to Non-controlling
shares Capital surplus Legal reserve retained earnings earnings statements financial assets  equity interest shares owners of parent interests Total equity
Balance at January 1, 2015 $ 7,422,377 3,768,620 604,607 3,923,175 4,527,782 4,909 215,962 220,871 - 15,939,650 - 15,939,650
Appropriation and distribution of retained
earnings:
Legal reserve appropriated - - 196,347 (196,347) - - - - - - - -
Cash dividends - - - (148,679) (148,679) - - - - (148,679) - (148,679)
- - 196,347 (345,026) (148,679) - - - - (148,679) - (148,679)
Profit for the year ended December 31, 2015 - - - 2,671,627 2,671,627 - - - - 2,671,627 - 2,671,627
Other comprehensive income for the year ended
December 31, 2015 - - - (5,232) (5,232) 14,874 147,199 162,073 - 156,841 - 156,841
Total comprehensive income for the year ended
December 31, 2015 - - - 2,666,395 2,666,395 14,874 147,199 162,073 - 2,828,468 - 2,828,468
Capital reduction (1,486,790) - - - - - - - - (1,486,790) - (1,486,790)
Changes in equity of associated and joint ventures
accounted for using equity method - 1,916 - - - - - - - 1,916 - 1,916
Exercise of employee stock options 30,054 44,481 - - - - - - - 74,535 - 74,535
Balance at December 31, 2015 5,965,641 3,815,017 800,954 6,244,544 7,045,498 19,783 363,161 382,944 - 17,209,100 - 17,209,100
Appropriation and distribution of retained
earnings:
Legal reserve appropriated - - 267,163 (267,163) - - - - - - - -
Cash dividends - - - (298,333) (298,333) - - - - (298,333) - (298,333)
- - 267,163 (565,496) (298,333) - - - - (298,333) - (298,333)
Profit for the year ended December 31, 2016 - - - 3,112,774 3,112,774 - - - - 3,112,774 3,096,305
Other comprehensive income for the year ended
December 31, 2016 - - - (11,016) (11,016) (18,401) 397,017 378,616 - 367,600 (26,946) 340,654
Total comprehensive income for the year ended
December 31, 2016 - - - 3,101,758 3,101,758 (18,401) 397,017 378,616 - 3,480,37¢ (43,415) 3,436,959
Capital reduction (1,789,999) - - - - - - - - (1,789,999) - (1,789,999)
Changes in equity of associated and joint ventures
accounted for using equity method - 5,549 - - - - - - - 5,549 - 5,549
Exercise of employee stock options 1,022 1,880 - - - - - - - 2,902 - 2,902
Purchase of treasury share - - - - - - - - (347,660) (347,660) - (347,660)
Retirement of treasury share (100,000) (63,709) - (472,122) (472,122) - - - - (635,831) - (635,831)
Disposal of investments accounted for using equity
method - - - - - 337 - 337 - 337 - 337
Changes in non-controlling interests - - - - - - - - - - 734,860
Balance at December 31, 2016 $ 4,076,664 3,758,737 1,068,117 8,308,684 9,376,801 1,719 760,178 761,897 (347,660) 17,626,439 18,317,884
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Impairment loss on financial assets
Changes in biological assets at fair value
Total adjustments to reconcile profit
Changes in operating assets and liabilities:
Changes in operating assets:

Decrease (increase) in current financial assdtsratalue through profit or loss

Increase in notes and accounts receivable, net
Increase in inventories
Decrease in biological assets
Decrease (increase) in other current assets
Total changes in operating assets
Changes in operating liabilities:
Increase (decrease) in accounts payable
Increase in other payable
Increase (decrease) in other current liabilities
Increase in other operating liabilities
Total changes in operating liabilities
Total changes in operating assets and liabilities
Cash inflow generated from operations
Dividends received
Income taxes paid
Net cash flows from operating activities
Cash flows from (used in) investing activities:

Acquisition of current financial assets at fairuakthrough profit or loss

Proceeds from disposal of current financial assetsair value through profit or loss

Acquisition of current available-for-sale financédsets
Acquisition of non-current available-for-sale firtded assets
Proceeds from non-current available-for-sale finarassets
Acquisition of investments accounted for using gquoiethod

Proceeds from capital reduction of investments aets for using equity method
Proceeds from disposal of non-current investmentiebt instrument without active market

Acquisition of property, plant and equipment

Proceeds from disposal of property, plant and egeigt

Decrease in other receivables due from relatedegart

Acquisition of intangible assets

Net cash inflows from business combination

Increase in other non-current assets

Increase in prepayments for business facilities

Interest received

Dividends received

Net cash flows used in investing activities

Cash flows from (used in) financing activities:

Increase (decrease) in short-term loans

Proceeds from long-term debt

Repayments of long-term debt

Increase in other non-current liabilities

Cash dividends paid

Capital reduction payments to shareholders

Exercise of employee share options

Payments to acquire treasury shares

Interest paid

Net cash flows used in financing activities

Effect of exchange rate changes on cash and cashurglents
Net increase (decrease) in cash and cash equivatent
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
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ATTACHMENT IV: INDEPENDENT AUDITORS’ REPORT AND 201 6
PARENT-COMPANY-ONLY FINANCIAL STATEMENTS

Independent Auditors’ Report

The Board of Directors of WIN Semiconductors Corp.

Opinion

We have audited the financial statements of WIN i8enductors Corp. (“the Company”), which
comprise the balance sheets as of December 31,&@18015, the statements of comprehensive

income, changes in equity and cash flows foryéhers ended December 31, 2016 and 2015,
and notes to the financial statements, includisgramary of significant accounting policies.

In our opinion, the accompanying financial statetegmesent fairly, in all material respects, the
financial position of the Company as at December 3116 and 2015, and its financial
performance and its cash flows for the years emkzbmber 31, 2016 and 2015 in accordance
with the Regulations Governing the Preparationin&ficial Reports by Securities Issuers.

Basis for Opinion

We conducted our audit in accordance with the Reiguils Governing Auditing and Certification
of Financial Statements by Certified Public Accaums$ and the auditing standards generally
accepted in the Republic of China. Our respongisliunder those standards are further described
in the Auditor's Responsibilities for the Audit tfe Financial Statements section of our report.
We are independent of the Company in accordandeth Certified Public Accountants Code of
Professional Ethics in Republic of China (“the C9dand we have fulfilled our other ethical
responsibilities in accordance with the Code. Weebe that the audit evidence we have obtained
is sufficient and appropriate to provide a basisufopinion.

Key Audit Matters

Key audit matters are those matters that, in oofegsional judgment, were of most significance
in our audit of the financial statements for tharyended December 31, 2016. These matters were
addressed in the context of our audit of the fife@lrstatements as a whole, and in forming our
opinion thereon, and we do not provide a separnaitédan on these matters. In our judgment, the
key audit matters we communicated in the audite@ort were as follows:

1. Revenue recognition

For accounting policies of revenue recognitionapéerefer to Note 4 (p) "Revenue" of the
parent company only financial statements.

WIN Semiconductors Corp. engages in selling of Gamafers. Currently, the GaAs
semiconductor industry is becoming more competithso, WIN Semiconductors Corp. is a
listed company involving in public interest. Thered, its revenue recognition has been
identified as a key audit matter while conducting audit on the financial statements of WIN
Semiconductors Corp.

How the matter was addressed in our audit:

Our principal audit procedures included: Testing thesign and effectiveness of the
Company’s internal control on revenue and ordecdsh transaction cycle. Inspecting the
contracts signed with major customers to assesset®dnableness of the timing to recognize
revenue. Performing the trend analysis of reverarg] collaborating its movement and
expectation to verify whether or not any unusuattendas incurred.
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2. Evaluation of inventory

Please refer to Note 4(g) “Inventory” for accougtipolicies, Note 5 for accounting
assumptions, judgments and estimation uncertaifityneentory, and Note 6(d) for the
illustration of inventory of the parent companyfihancial statements.

Due to the industry demand, WIN Semiconductors Cstigres a high ratio of precious metals
which result in a lower inventory turnover. Themefothe Company cannot obtain sufficient
information on inventories that were sold or usedite reporting date. Since the technology
changes rapidly, the inventory may be out of datenay not conform to market demand,
resulting in a risk wherein the carrying amountirofentories may exceed its net realisable
value.

How the matter was addressed in our audit

Our principal audit procedures included: Testing #tcuracy of the estimations of inventory
at the lower of cost and net realisable value. Refg to the recent selling price and
considering the amount of written off inventory tine subsequent events to evaluate the
appropriateness of the amount of loss on valuatfanventory or obsolescence. Analysing the
historical accuracy of judgments, including inspegtthe amount of loss on valuation of
inventory or obsolescence recognized in prior y@ad with reference to actual disposal to
assess rationality of the judgments of the curgetiod. Moreover, comparing with the
provision for inventory valuation and obsolescenwade in the current year to evaluate the
appropriateness of the assumptions.

Responsibilities of Management and Those Charged thi Governance for the Financial
Statements

Management is responsible for the preparation aimgpfesentation of the financial statements in
accordance with Regulations Governing the Premarati Financial Reports by Securities Issuers
and for such internal control as management detesris nhecessary to enable the preparation of
financial statements that are free from materiastatement, whether due to fraud or error.

In preparing the financial statements, managenemesponsible for assessing the Company’s
ability to continue as a going concern, disclosegapplicable, matters related to going concern
and using the going concern basis of accountingssnmnanagement either intends to liquidate the
Company or to cease operations, or has no readiséimative but to do so.

Those charged with governance (including membeth@fAudit Committee) are responsible for
overseeing the Company’s financial reporting preces

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

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

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

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

2. Obtain an understanding of internal control vaté to the audit in order to design audit
procedures that are appropriate in the circumsgarimg not for the purpose of expressing an
opinion on the effectiveness of the Company’s imdecontrol.

3. Evaluate the appropriateness of accountingigesliused and the reasonableness of accounting
estimates and related disclosures made by managemen

4. Conclude on the appropriateness of managemeists of the going concern basis of
accounting and, based on the audit evidence olotaimleether a material uncertainty exists
related to events or conditions that may cast Sagmt doubt on the Company’s ability to
continue as a going concern. If we conclude thaagerial uncertainty exists, we are required
to draw attention in our auditor’s report to thiated disclosures in the financial statements or,
if such disclosures are inadequate, to modify quinion. Our conclusions are based on the
audit evidence obtained up to the date of our atiditreport. However, future events or
conditions may cause the Company to cease to c@néa a going concern.

5. Evaluate the overall presentation, structure @rent of the financial statements, including
the disclosures, and whether the financial stat¢ésnepresent the underlying transactions and
events in a manner that achieves fair presentation.

6. Obtain sufficient and appropriate audit evidenegarding the financial information of the
investment in other entities accounted for usirg ¢lquity method to express an opinion on
this financial statements. We are responsibleHerdirection, supervision and performance of
the audit. We remain solely responsible for ouritamyginion.

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

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

From the matters communicated with those chargéu gavernance, we determine those matters
that were of most significance in the audit of tiancial statements for the year ended
December 31, 2016 and are therefore the key aualiters. We describe these matters in our
auditor’s report unless law or regulation preclugdablic disclosure about the matter or when, in
extremely rare circumstances, we determine thatatiemshould not be communicated in our
report because the adverse consequences of dowgudd reasonably be expected to outweigh
the public interest benefits of such communication.

The engagement partners on the audit resultinghig ihdependent auditors’ report are
Ya-Ling Chen and Mei-Yen Chen.

KPMG
Taipei, Taiwan (The Republic of China)
March 23, 2017

Note to Readers
The accompanying parent company only financiakestants are intended only to present the finan@altion,
financial performance and cash flows in accordamitie the “Regulations Governing the Preparation iofaRcial
Reports by Securities Issuers”. The standards,epoes and practices to audit such financial sexésnare
those generally accepted and applied in the Repabihina.
The auditors’ report and the accompanying finanstatements are the English translation of the &@rversion
prepared and used in the Republic of China. If tieeesy conflict between, or any difference in theipretation
of the English and Chinese language auditors’ tegruat financial statements, the Chinese versior pralail.
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WIN Semiconductors Corp.
Balance Sheets
December 31, 2016 and 2015

(Expressed in Thousands of New Taiwan Dollars)

December 31, 2016 December 31, 2015

Assets Amount % Amount % Liabilities and Equity
Current assets: Current liabilities:
Cash and cash equivalents (note 6(a)) $ 1,434,166 1,742,988 7 2100 Short-term borrowings (note6 (j))
Current financial assets at fair value through ipmfloss (note 6(b)) 72,750 948,291 4 2170 Accounts payable
Current available-for-sale financial assets (ndtg)6 974,767 629,823 3 2200 Other payables
Notes and accounts receivable, net (note 6(c)) 6522 300,134 1 2320 Long-term liabilities, current portion (notes 6@ad 8)
Accounts receivable due from related parties, metes 6(c) and 7) 521,957 2 375,716 2 2399 Other current liabilities
Inventories (note 6(d)) 2,716,765 2,471,370 10 Total current liabilities
Other current assets (note 6(i)) 293,150 294,091 1 Non-Current liabilities:
Total current assets 6,546,222 26 6,762,413 _ 28 2540 Long-term borrowings (notes 6(k) and 8)
Non-current assets: 2570 Deferred tax liabilities (note 6(n))
Non-current available-for-sale financial assets€réib)) 1,164,160 5 865,828 4 2600 Other non-current liabilities (note 6(m))
Non-current investments in debt instrument withaetive market Total non-current liabilities
(note 6(b)) 92,600 - 159,600 1 Total liabilities
Investments accounted for using equity method (6¢e¢) 1,675,609 1,248,153 5 Equity (notes 6(n), 6(o) and (6(p)):
Property, plant and equipment (note 6(f) and 8) , 188802 51 11,622,870 48 3110 Ordinary share
Investment property (note 6(g) and 8) 1,468,113 6 1,085846 5 3200 Capital surplus
Intangible assets (note 6(h)) 73,352 - 62,370 - 3300 Retained earnings
Deferred tax assets (note 6(n)) 75,354 - 85,104 - 3400 Other equity interest
Prepayments for business facilities 1,263,897 5 2,135838 9 3500 Treasury shares
Other non-current assets (notes 6(i) and 8) 50,78 48,741 _- Total equity
Total non-current assets 19,045,674_74 17,314,350_72
Total assets $ 25,591,896_100 24,076,763_100 Total liabilities and equity
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December 31, 2016 December 31, 2015

Amount % Amount %
$ - - 23,656 -
941,535 4 1,309,867 5
1,978,321 8 1,789,058 7
940,194 3 841,507 4
207,072 1 606,806 3
4,067,122 16 4,570,894 19
3,673,7494 2,098,796 9
33,728 28,159 -
190,858 1 169,814 1
3,898,335 15 2,296,769 _ 10
7,965,457 31 6,867,663 _ 29
4,076,664 16 5,965,641 24
3,758,737 14 3,815,017 16
9,376,801 37 7,045,498 29
761,897 3 382,944 2
(347,660) _(1) - -
17,626,439 69 17,209,100 71

$___25,501.896.100 ___24.076.763_100
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WIN Semiconductors Corp.
Statements of Comprehensive Income
For the years ended December 31, 2016 and 2015

(Expressed in Thousands of New Taiwan Dollars, Expefor Earnings Per Common Share)

2016 2015
Amount % Amount %
Operating revenue (note 7) $ 13,299,527 100 11,904,017 100
Operating costs (notes 6(d), (f), (h), (I), (m), {r 7 and 12)) (8,414,261) _(63) _(7,191,668)_(60)
Gross profit from operating 4,885,266__ 37 4,712,349 40
Operating expenses (notes 6(c), (f), (9), (h), (M), (r), 7 and 12)):
Selling expenses (85,376) (1) (69,803) (1)
Administrative expenses (667,364) (5) (514,021) (4)
Research and development expenses (605,674) (572,485) _ (5)
Total operating expenses (1,358,414) _(11) _ (1,156,309)_(10)
Net operating income 3,526,852 _ 26 3,556,040 30
Non-operating income and expenses:
Other income (notes 6(l) and 6(s)) 130,025 1 498, 1
Other gains and losses (notes 6(e) and 6(s)) 207,4 2 (48,306) -
Finance costs (note 6(s)) (20,220) - (13,852) -
Share of loss of subsidiaries, associates andyeintures accounted
for using equity method (note 6(e)) (30,543 _ - (158,912 _ (1)
Total non-operating income and expenses 376,732 3 (122,657) _ -
Profit before tax 3,903,584 29 3,433,383 30
Total tax expense (note 6(n)) (790,810) _ (6) (761,756) _ (6)
Profit 3,112,774 23 _ 2,671,627 _ 24
Other comprehensive income (loss):
Components of other comprehensive income (loss) thaill not be
reclassified to profit or loss:
Remeasurements of defined benefit plans (note 6(m)) (13,272) - (6,304) -
Income tax related to components of other comprakenncome
that will not be reclassified to profit or loss {ad(n)) 2,25¢ _ - 1,07z -
Total components of other comprehensive income (Isthat
will not be reclassified to profit or loss (11,016 _ - (5,232 _ -
Components of other comprehensive income (loss) thaill be
reclassified to profit or loss:
Exchange differences on translation of foreignriitial statements (6,675) - 15,177 -
Unrealised gains (losses) on valuation of availdtiesale financia
assets 357,577 3 43,012 -
Share of other comprehensive income of subsidiaaiEsociates
and joint ventures accounted for using equity mefmote 6(e)) 27,714 - 103,88: 1
Income tax related to components of other comprakenncome
that will be reclassified to profit or loss - - - -
Total components of other comprehensive income (Issthat
will be reclassified to profit or loss, net of tax 378,616 3 162,07: 1
Other comprehensive income 367,600 3 156,841 1
Total comprehensive income $__3,480,374_ 26 2,828,468 __ 25
Earnings per common share (expressed in dollars) éte 6(q))
Basic earnings per share 6.04 3.97
Diluted earnings per share $ 5.99 3.94
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WIN Semiconductors Corp.
Statements of Changes in Equity
For the years ended December 31, 2016 and 2015

(Expressed in Thousands of New Taiwan Dollars)

Retained earnings

Other equity interest

Exchange Unrealized
differences on gains
translation of  (losses) on
foreign available-for-s
Ordinary Capital Unappropriated Total retained  financial ale financial  Total other Treasury
shares surplus Legal reserve retained earnings  earnings statements assets  equity interest shares Total equity
Balance at January 1, 2015 $ 7,422,377 3,768,620 604,607 3,923,175 4,527,782 4,909 215,962 220,871 - 15,939,650
Appropriation and distribution of retained earnings:
Legal reserve appropriated - - 196,347 (196,347) - - - - - -
Cash dividends - - - (148,679) (148,679) - - - - (148,679)
196,347 (345,026) (148,679) (148,679)
Profit for the year ended December 31, 2015 - - - 2,671,627 2,671,627 - - - - 2,671,627
Other comprehensive income for the year ended December 31, 2015 - - - (5,232) (5,232) 14,874 147,199 162,073 - 156,841
Total comprehensive income for the year ended December 31, 2015 - - - 2,666,395 2,666,395 14,874 147,199 162,073 - 2,828,468
Changes in equity of subsidiaries, associates and joint venturescttu
using equity method - 1,916 - - - - - - - 1,916
Capital reduction (1,486,790) - - - - - - - - (1,486,790)
Exercise of employee stock options 30,054 44,481 - - - - - - - 74,535
Balance at December 31, 2015 5,965,641 3,815,017 800,954 6,244,544 7,045,498 19,783 363,161 382,944 - 17,209,100
Appropriation and distribution of retained earnings:
Legal reserve appropriated - - 267,163 (267,163) - - - - - -
Cash dividends - - - (298,333) (298,333) - - - - (298,333)
267,163 (565,496) (298,333) (298,333)
Profit for the year ended December 31, 2016 - - - 3,112,774 3,112,774 - - - - 3,112,774
Other comprehensive income for the year ended December 31, 2016 - - - (11,016) (11,016) (18,401) 397,017 378,616 - 367,600
Total comprehensive income for the year ended December 31, 2016 - - - 3,101,758 3,101,758 (18,401) 397,017 378,616 - 3,480,374
Changes in equity of subsidiaries, associates and joint ventures accot
using equity method - 5,549 - - - 337 - 337 - 5,886
Capital reduction (1,789,999) - - - - - - - - (1,789,999)
Exercise of employee stock options 1,022 1,880 - - - - - - - 2,902
Purchase of treasury share - - - - - - - - (347,660) (347,660)
Retirement of treasury share (100,000) (63,709) - (472,122) (472,122) - - - - (635,831)
Balance at December 31, 2016 $___ 4,076,664 3,758,737 1,068,117 8,308,684 9,376,801 1,719 760,178 761,897 (347,660) 17,626,439

Note: The appropriations for 2016 and 2015 directors and supervisors' renmmanadunting to $76,300 and $67,100, employee's remuneration amounting to $263,000 and $231,300, were recagoized amthe 2016 and 2015

earnings.
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Changes In operating assets and liapilities:
Changes in operating assets:
Decrease (increase) in notes and accounts recejval
Increase in accounts receivable due from relatetiepanet
Increase in inventories
Increase in other current assets
Total changes in operating assets
Changes in operating liabilities:
Increase (decrease) in accounts payable
Increase in other payable
Increase (decrease) in other current liabilities
Increase in other non-current liabilities
Total changes in operating liabilities
Total changes in operating assets and liabilities
Cash inflow generated from operations
Income taxes paid
Net cash flows from operating activities

Cash flows from (used in) investing activities:

Acquisition of current financial assets at fairuathrough profit or loss
Proceeds from disposal of current financial assetair value through profit or loss
Acquisition of current available-for-sale financedsets
Acquisition of non-current available-for-sale firgal assets
Proceeds from disposal of non-current availablestde financial assets
Proceeds from disposal of non-current investmentkebt instrument without active markets
Acquisition of investments accounted for using ggaoiethod
Acquisition of property, plant and equipment
Proceeds from capital reduction of investments actam for using equity method
Proceeds from disposal of property, plant and eqaigt
Acquisition of intangible assets
Increase in other non-current assets
Increase in prepayments for business facilities
Interest received
Dividends received
Net cash flows used in investing activities

Cash flows from (used in) financing activities:

Increase (decrease) in short-term loans
Proceeds from long-term debt
Repayments of long-term debt
Increase in other non-current liabilities
Cash dividends paid
Capital reduction payments to shareholders
Exercise of employee share options
Payments to acquire treasury shares
Interest paid
Net cash flows used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
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ATTACHMENT V: PROFIT ALLOCATION PROPOSAL

WIN Semiconductors Corp.
2016 Profit Allocation Proposal

Unit: NT$
Net profit of 2016 3,112,774,301
Less: 10% legal reserve (311,277,403
Retained earnings in 2016 available for distributio 2,801,496,871

Distributable item:
Cash dividends to common share holders (NT$4.5 pshare) (1,811,998,728)

Unappropriated retained earnings of 2016 989,495,143
Add: uappropriated retained earnings, Dec. 31, 2015 5,679,048,027
Less: remeasurements of defined benefit plans 151760
Less: retirement of treasury share (472,122,087)
Unappropriated retained earnings, Dec. 31, 2016 6,185,408,323

If there is any net profit after closing of a fisgear, the Corporation shall first
pay business income tax, offset losses in previmass, set aside a legal capital
reserve at 10% of the profits left over, providedttno allocation of legal reserve is
required if the accumulated legal reserve is edentao the total capital amount of
the Corporation; and then set aside or rotate apegserve according to the rule set
out by the government authority in charge. If theyestill remaining balance, the
Board of Directors should draw up a meeting regaydine issue of profit distribution
and report to the shareholders’ meeting for theluti®n of the distribution of the
dividend, in which cash dividend shall not be lowean 10% of entire dividend.

As the Company is a high-tech firm with intensiapital expenditure, conditions,
timing, amount and kinds of the above-stated divitipolicy may be adjusted, taking
into account economic cycles, industry change &aedGompany’s growth and cash
demand.

Chin-Tsai Chen Yu-Chi Wang Linna Su
Chairman CEO Accounting Officer
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ATTACHMENT VI: REVISIONS TO PROCEDURES FOR ACQUISIT ION OR

DISPOSAL OF ASSET

Before and After Revision

BEFORE THE REVISION

AFTER THE REVISION

Article 5: The Company shall establish|
procedures for the acquisition or disp¢
of assetsAfter the procedures have b
approved bythe Board of Directorghey

Article 5: The Company shall establish
procedures for thacquisition or dispos
of assets. The procedures shall

approved by more than half of all a(

shall be submitted to each supervisord

committee members and submittedthe)

then to a shareholders meeting

approval; the same applies when
procedures are amenddfl.any Directol
expresses dissent and it is contained if
minutes or a written statement,

Company shall submit the [@ictor'y
dissenting opinion to each supervisor.
When the procedures for the acquisi
and disposal of assets are submitted
discussion by the Board of Directy
pursuant to the preceding paragraph,
Board of Directors shall take into f
considerabn each independent directg
opinions. If an independent direc
objects to or expresses reservations g
any matter, it shall be recorded in
minutes of the Board of Directc
meeting.

Board of Directors for a resolutiprang
then to a shareholders meeting

approval, the same applies when

procedures are amended.

When the procedures for the acquisi
and disposal of assets are submitteg
discussion by the Board of Direct
pursuant to the preceding paragraph,
Board of Directors shall take into f
consideration each independent dir€s|
opinions. If an independent direc
objects to or expresses reservations g
any matter, it shall be recorded in

minutes of the Board of Directg
meeting.

For matters that discussion and appr
of the Audit Committee under th¢
procedures are requiredf approval o
more than half of all audit committ
members as required in the prece
paragraph is not obtained, the proced
may be implemented if approved by m
than twothirds of all directors, and t
resolution of the audit committeshall bg
recorded in the minutes of the boarg
directors meeting.

Article 7: With respect to the Compan
acquisition or disposal of assets tha
subject to the approval of the Board
Directors under the Company's proced
or other laws or regulationd, a directol
expresses dissent and it is contained i
minutes or _a written statement,

Company shall submit the directq
dissenting opinion to each supervisor.
When a transaction involving

acquisition or disposal of assets
submittel for discussion by the Board

t

Article 7: With respect to the Compan
acquisition or disposal of assets tha
subject to the approval of the Board
Directors under the Company's proced
or other laws or mgulations, the Board
Directors shall take into full considerat
each independent director's opinions. |
independent director objects to
expresses reservations about any m
such objection or reservation shall
recorded in the minutes ohd Board o
Directors meeting.

o
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BEFORE THE REVISION

AFTER THE REVISION

Directors pursuant to the preced

Any transaction involving major assets

paragraph,the Board of Directors shi
take into full consideration ea
independent director's opiniandf an
independent director objects to
expresses reservations about any maitt
shall be recorded in the minutes of
Board of Directors meeting.

derivatives shall be approved by m
than half of all Audit Committee memb
and submitted to the Board of Direct
for a resolution.
er

Article 13: When the Company intends
acqure or dispose of real property from
to a related party, or when it intends
acquire or dispose of assets other than
property from or to a related party and
transaction amount reaches 20 percel
more of paidin capital, 10 percent
more d the Company's total assets,
NT$300 million or moreexcept in tradin
of government bonds or bonds un
repurchase and resale agreements
subscription or redemption of dome;
money market fundsthe Company me
not proceed to enter into a traoBan
contract or make a payment until
following matters have been approved
the Board of Directors and recognized
the supervisors:

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

. The reason for choiog the relate
party as a trading counterparty.

. With respect to the acquisition of r
property from a related par
information regarding appraisal of |
reasonableness of the prelimin
transaction terms in accordance \
Article 14 and Article 15.

. The date and price at which the relg

party originally acquired the rg
property, the original tradir
counterparty, and that tradi
counterparty's relationship to |

Company and the related party.

. Monthly cash flow forecasts for t
year canmencing from the anticipat
month of signing of the contract, g
evaluation of the necessity of |
transaction, and reasonableness of
funds utilization.

imore of paidin capital, 10 percent

Article 13: When the Company intends
acquire or dispose of real property fron
to a related party, or when it intends
acquire or dispose of assets other than
property from or to a related party and
transaction amount reaches 20 perce

more of the Company's total assets
NT$300 million or more, except in tradi
of government bonds or bonds un
repurchase and resale agreements
subscription or redemption of dome
money market fundsssued by domest
securities investment trust enterprisens
Company may not proceed to enter in
transaction contract or make a payn
until the following matters have be
approved bymore than half of all aug
committee members and then submitte
the Board of Directors for a resolution:
1. The purpose, necessity and anticip
benefit of the acquisition or disposa
assets.

The reason for choosing the rels
party as a trading counterparty.

. With respect to the acquisition of r
property from a related party
information regarding appraisal of {
reasonableness of the prelimin
transaction terms in accordance \
Article 14 and Article 15.

The date and price at which the relg
party originally acquired the r¢
property, the original tradin
counterparty, and that tradi
counterparty's relationship to
Company and the related party.
Monthly cash flow forecasts for t
year commencing from the anticipa
month of signing of the contract, g
evaluation of the necessity of |

2.

4.

{
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BEFORE THE REVISION

AFTER THE REVISION

6. An appraisal report from a professio
appraiser or a CPA's opinion obtail
in compliance with the precedin
Article.

7. Restrictive  covenants and ot
important stipulations associated W
the transaction.

The calculation of the transaction amol

referred to in the preceding paragr

shall be made in accordance with seq
paragraph Artie 29 herein, and "withi
the preceding year" as used herein rq
to the year preceding the date
occurrence of the current transact
Items that have been approved by
Board of Directorsand recognized by tl

supervisors need not be counted tasems that have been approved the

the transaction amount.
With respect to the acquisition or dispq
of businessise machinery and equipm|
between the Company and its subsidia
the Company's Board of Directy
delegate the Chairman of Board
Directors to decide such matters whka
transaction is within 10 percent of |
Company's net value and subsequg
submitted to and ratified by the n|
Board of Directors meeting.

When a matter is submitted for discus
by the Board of Directors pursuant to
first paragraph, the Bod of Directors
shall take into full consideration eg
independent director's opinions. If
independent director objects to
expresses reservations about any mati
shall be recorded in the minutes of
Board of Directors meeting.

transaction,and reasonableness of

funds utilization.
. An appraisal report from a professig
appraiser or a CPA's opinion obtai
in compliance with the precedi
Atrticle.
Restrictive covenants and ot
important stipulations associated v
the transaction.
The calculation of the transaction amot
referred to in the preceding paragr
shall be made in accordance with seq
paragraph Article 29 herein, and "wit
the preceding year" as used herein r¢
to the vyear preceding the date
occurrence ofthe current transactig

Audit Committee andthe Board o
Directors need not be counted toward
transaction amount.

With respect to the acquisition or dispq
of businessise machinery and equipm
between the Copany and its subsidiarig
the Company's Board of Direct(
delegate the Chairman of Board
Directors to decide such matters when
transaction is within 10 percent of
Company's net value and subsequg
submitted to and ratified by the n
Board of Directors meeting.

When a matter is submitted for discuss
by the Board of Directors pursuant to
first paragraph, the Board of Direct
shall take into full consideration eg
independent director's opinions. If
independent director objectso t o
expresses reservations about any matt
shall be recorded in the minutes of
Board of Directors meeting.

Article 16: Where the Company acquil
real property from a related party and
results of appraisals conducted
accordance with Artle 14 and Article 1
are uniformly lower than the transact
price, the following steps shall be taken
1. A special reserve shall be set asid|
accordance with Article 41, paragrap
of the Securities and Exchange |

Article 16: Where the Company acqui
real property from a related party and
results of appraisals conducted
accordance iuh Article 14 and Article 1
are uniformly lower than the transact
price, the following steps shall be taken:
1. A special reserve shall be set asid
accordance with Article 41, paragra
1 of the Securities and Exchange

against the difference betweeretreal

against the differenceebveen the re
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BEFORE THE REVISION

AFTER THE REVISION

property transaction price and

appraised cost, and may not

distributed or used for capital incre;
or issuance of bonus shares. Wher¢

Company uses the equity method

account for its investment in anot]

company, then the special regecalled
for under Article 41, paragraph 1 of |

Securities and Exchange Act shall

set aside pro rata in a proport

consistent with the share of |

Company's equity stake in the ot

company.

Supervisorsshall comply with Articlg

218 of the Company Law.

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

The Company that has set asalspecig

reserve under the preceding parag

may not utilize the special reserve unt
has recognized a loss on decline in me
value of the assets it purchased
premium, or they have been disposec

or adequate compensation has been n

or the status quo ante has been restorg

there is other evidence confirming t

there was nothing unreasonable abou

transaction, and the FSC has given
consent.

When the Company obtains real prop

from a related party, it shall also com

with the preceding two paragraphs if th
is other evidence indicating that
acquisition was not an arms len
transaction.

2.

-

[«

property transaction price and

appraised cost, and may not

distributed or used for capital incre
or issuance of bonus shares. Wherg

Company uses the equity method

account for its investment in anot

company, then the spat reservg
called for under Article 41, paragrap
of the Securities and Exchange

shall be set aside pro rata in
proportion consistent with the share

the Company's equity stake in the o

company.

Audit Committeeshall comply witk

Article 218 of the Company Law.

. Actions taken pursuant
subparagraph 1 and subparagrap
shall be reported to a sharehold
meeting, and the details of 1
transaction shall be disclosed in
annual report and any investm
prospectus.

The Company thatds set aside a spe(

reserve under the preceding parag

may not utilize the special reserve unt
has recognized a loss on decline in me
value of the assets it purchased
premium, or they have been disposeq
or adequate compensation heeen madg
or the status quo ante has been restore

there is other evidence confirming t

there was nothing unreasonable abou

transaction, and the FSC has given
consent.

When the Company obtains real prop

from a related party, it shallsm comply

4

q

|with the preceding two paragraphs if th

is other evidence indicating that
acquisition was not an arms len
transaction.

Article 20: In accordance with the relev:
regulations, a reference book shall
established and maintained tccoed the
Company's financial derivati
transactions.

Internal audit personnel is required
evaluate the suitability of the interi
control system in connection w
financial derivative transactions on

Article 20:In accordance with the relevi
regulations, a reference boakhall bg
established and maintained to record
Company's financial derivati
transactions.

Internal audit personnel is required
evaluate the suitability of the interi
control system in connection w
financial derivative transactions on
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BEFORE THE REVISION

AFTER THE REVISION

regular basis, to conduct auditing on |
well the related departments according
the Procedures, and to make report {
monthly basis. Should there be
violation found, a written report is neeq
to notify the supervisors.

[

(monthly basis.

regularbasis, to conduct auditing on h
well the related departments accordin
the Procedures, and to make report
Should there be
violation found, a written report is nee
to notify the independent directors.

Article 21: The Companthat conducts
merger, demerger, acquisition, or tran
of shares, shall, prior to convening

board of directors to resolve on the ma
engage a CPA, attorney, or securi
underwriter to give an opinion on i
reasonableness of the share erge
ratio, acquisition price, or distribution
cash or other property to shareholders,
submit it to the board of directors

deliberation and passage.

Article 21: The Company that conduct
merger, demerger, acquisition, or tran
of shares, sHi prior to convening th
board of directors to resolve on the ma
engage a CPA, attorney, or secur
underwriter to give an opinion on {
geasonableness of the share exch
ratio, acquisition price, or distribution
cash or other property ghareholders, al

Isubmit it to the board of directors

deliberation and passageHowever, thi
requirement of obtaining an afores
opinion on reasonableness issued by
expert may be exempted in the case
merger by the Company of a subsidiar
which it directly or indirectly holds 1(
percent of the issued shares or autho
capital, and in the case of a mel
between subsidiaries in  which

Company directly or indirectly holds 1
percent of the respective subsidiar
issued shares or authorized capital.

Article 29: Under any of the followir|
circumstances, the Company acquiring
disposing of assets shall publi
announce and report the reley
information on the FSC's designa
website in the appropriate format
prescribed by ragations within 2 day
commencing immediately from the datg
occurrence of the event:

1. Acquisition or disposal of real prope
from or to a related party, or acquisit
or disposal of assets other than
property from or to a related pa
where he transaction amount reac
20 percent or more of paid- capital
10 percent or more of the compal
total assets, or NT$300 million or mg
provided, this shall not apply to tradj
of government bonds or bonds un
repurchase and resale agreemeot

Article 29: Under any of the followir
circumstances, the Company acquiring
disposing of assets shall publi
announce and report the reley
information on the FSC's designa
website in the ppropriate format
prescribed by regulations within 2 dq
commencing immediately from the datg
occurrence of the event:

1. Acquisition or disposal of real prope
from or to a related party,
acquisition or disposal of assets o
than real propgy from or to a relate
party where the transaction amg
reaches 20 percent or more of pa
capital, 10 percent or more of |
company's total assets, or NT$
million or more; provided, this sh
not apply to trading of governmg
bonds or bondsnder repurchase a

A

g

subscription or redemption of dome!

resale agreementer subscription ¢
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money market funds.

2. Merger, demerger, acquisition,
transfer of shares.
3.Losses from derivatives tradi

reaching the limits on aggregate log

or losses on indidual contracts set o

in the procedures agted by thi

Company.

4. Where an asset transaction other |
any of those referred to in the precec
three subparagraphs, a disposal
receivables by a financial institution,
an investment in the mainland Ch
area reaches 20 percent or more
paidin capital or NT$300 millior
provided, this shall not apply to {
following circumstances:

(1) Trading of government bonds.

(2) Trading of bonds und|

repurchase/resale agreements,
subscription or redemption
domestic money market funds.
Whee the type of asset acquired
disposed is equipment/machin
for business use, the trad
counterparty is not a related pa|
and the transaction amount is |
than NT$500 million.

(4) Where land is acquired under
arrangement on engaging other
build on the company's own lal
engaging others to build on ren
land, joint construction a
allocation of housing units, joi
construction and allocation
ownership percentages, or jq
construction and separate sale,
the amount the company@ects {(
invest in the transaction is less t
NT$500 million.

The amount of transactions above sha

calculated as follows:

1.The amount of
transaction.

2. The cumulative transaction amount
acquisitions and disposals of the s;
type of underlying asset with the sg
trading counterparty  within tf

3)

any individu

redemption of domestic money mat
funds issued by domestic securit
investment trust enterprises.

2. Merger, demerger, acquisition,
transfer of shares.
3. Losses from derivatives tradi

reaching the limits on aggregate los

or losses on individual contracts set

in the procedures adopted by

Company.

Where the type of asset acquired

disposed is equipment for business

the trading counterparty is not a relg
party, and the ransaction amou
meets any of the following criteria:

(1) When

capital is less than NT$10 billig

the transaction amount reac

NT$500 million or more.

When

capital is NT$10 billion or mor

the transactin amount reach

NT$1 billion or more.

. Where land is acquired under
arrangement on engaging others
build on the company's own lal
engaging others to build on ren
land, joint construction and allocati

4.

(2)

5 taallocation of ownership percentages
joint construction and separate s
and the amount thedpany expec
to invest in the transaction reac
NT$500 million.

. Where an asset transaction other
any of those referred to in
preceding five subparagraphs,
disposal of receivables by a finan

haninstitution, or an investment in t

mainland China area reaches

percent or more of paiih capital o

NT$300 million; provided, this sha

not apply to the followin

circumstances:

(1) Trading of government bonds.

(2) Trading of bonds und

repurchase/resale agreements
subscription or redemption

[

preceding year.

the Company’s paid;

the Company’s paid;

of housing units, joint construction @n

domestic money market fun

-3
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3. The cumulative transaction amount
real property acquisitions and dispoj
(cumulative acquisitions and dispos
respectively)  within  the  san
development project within  the
preceding year.

4. The cumulative transaction amount
acquisitions and disposals (cumula
acquisitions and disposals, respectiv
of the same security within t
preceding year.

"Within the preceding year" as used in
preceding paragph refers to the ye
preceding the date of occurrence of
current transaction. Items duly announ
in accordance with these Regulations T
not be counted toward the transac
amount.
The Company shall compile mont|
reports on the status of demtwes tradin|
engaged in up to the end of the prece
month by itself and any subsidiaries |
are not domestic public companies
enter the information in the prescril
format into the information reportil
website designated by the FSC by the
day of each month.
When the company at the time of pul
announcement makes an error or omis
in an item required by regulations to
publicly announced and so is requirec
correct it, all the items shall be ag
publicly announced and reported timeir
entirety.
The Company acquiring or disposing
assets shall keep all relevant contrg
meeting minutes, log books, appra
reports and CPA, attorney, and secur
underwriter opinions at the compe
headquarters, where they shall be reta
for 5 years except where another
provides otherwise.

issued by domestic securit

investment trust enterprises.
The amount of transactions above sha
calculated as follows:
1. The amount of
transaction.
The cumulative transaction amount
acquisitions and disposals of the s
type of underlying asset with the sg
trading counterparty  within tk
preceding year.
The cumulative transaction amount
real property acquisitions and dispo
(cumulative acquisitions and dispos
respectively)  within  the san
development project within t
preceding year.
The cumulative transaction amount
acquisitions and disposals (cumula
acquisitions and dposals
respectively) of the same secu
within the preceding year.
"Within the preceding year" as used in
preceding paragraph refers to the \
preceding the date of occurrence of
ithrent transaction. Items duly announ
in accordance with #se Regulations ne
not be counted toward the transac
amount.
The Company shall compile mont
reports on the status of derivatives tra(
engaged in up to the end of the prece
month by itself and any subsidiaries 1{
are not domestic public oganies an
enter the information in the prescril
format into the information reportif
website designated by the FSC by the
day of each month.
When the company at the time of pu
announcement makes an error or omis
in an item required by redptions to b
publicly announced and so is require(
correct it, all the items shall be ag
publicly announced and reported in tt
entirety within two days countin
inclusively from the date of knowing
such error or omission.
The Company acquirgn or disposing (@
assets shall keep all relevant contrg

any individu

2.
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meeting minutes, log books, appra
reports and CPA, attorney, and secur
underwriter opinions at the compg
headquarters, where they shall be retg
for 5 years except where another
provides otherwise.
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