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Part 1. Letter to Shareholders
1. Preface

Dear shareholders, ladies, and gentlemen,

This year is going to mark the 30" anniversary of MIC. The company has been like a warship riding the
wind and waves for almost 30 years and continuously made major achievements, relying on the efforts
of all my colleagues. There is a Chinese old saying, “Fortune always appreciates hardworking, kind,
honest, genuine, and professional people”. MIC stands proudly in the top of the competitive high-tech
industry and devotes itself to serve each of our clients with its six core values of integrity, care,
professionalism, innovation, dedication, and teamwork. The accumulated experience and reputation are
our most valuable assets. In 2017, MIC announced its new results with both revenue and net profit hit
record high. Looking to 2018, we have a long way to go and go all out.

MIC’s consolidated revenuetotaled NT$20.212 hillionin 2017, compared with NT$18.651 billion in
2016, up 8.37% year-on-year (YoY). Annual operating profit of NT$800 million, the annual growth rate
of 14.34%, the net profit after tax reached NT$649 million, up 26.91% YoY, and the consolidated
earnings per share was NT$3.77. The annual revenues, net profit, and earning per share all set a record
high success.

According to SEMI, the market value of global semiconductor in 2017 is 20% more than the previous
year. With the continuous demand of new technologies and new production capacity, SEMI
optimistically predicts that the global semiconductor market will reach a new high, and the overall
market is expected to challenge a record of $500 billion by 2019. In 2017, the semiconductor industry
performed quite well on revenue, equipment, and silicon wafer shipments. The semiconductor material
market in 2017 is increased 10% over 2016. By 2018, it is estimated that there will be 4% growth rate,
and Taiwan will maintain its status of the world’s largest buyer of semiconductor materials. As a result
of the booming market, MIC has seen a significant increase in orders since August 2017, with orders on
hand worth of NT$15 billion by the end of December, 2017, up 36% from the previous year.

MIC is about to enter the thirtieth year, and | can only express my gratitude through this letter. | am
deeply grateful to all the shareholders who support MIC, to the clients who recognize MIC, to the
third-party partners who collaborate with MIC, and to all my colleagues for their hard work. Next year,
MIC will continue to strive for excellence to serve our clients, create lucrative profit and shareholder
return, and fulfill our social responsibilities toestablishoutstanding industrial values of Taiwan.

Margaret Kao
Chairman & CEO




2. Business Report
2.1 The operating results of 2017
2.1.1 Operating results

The Company’s consolidate revenue for 2017 totaled NT$20,211,994 thousand, with an
increase over NT$18,650,941 thousand comparing with the year before (2016). Net income in
2017 was NT$648,829 thousand, with an increase over NT$511,263 thousand comparing with
the year before.

The Parent Company’s separate revenue of the parent company for 2017 totaled
NT$15,319,550 thousand, with an increase over NT$13,308,343 thousand comparing with the
year before (2016). Net income in 2017 was NT$652,951 thousand, with an increase over
NT$515,151 thousand comparing with the year before. The company will continue to stabilize
growth and profitability as the operational goals in the future, thus to create the largest
shareholder equity.

Summary of the 2017 and 2016 Consolidated and Separate Financial Statement is listed as
follows:

(1) Summary of Consolidated Financial Statement

Unit : NT$ thousands
Items 2016 2017 Variance ($) | Variance (%)
Operating Revenue 18,650,941 20,211,994 1,561,053 8.37
Gross Profit 2,247,657 2,301,337 53,680 2.39
Operating Income 700,300 800,699 100,399 14.34
Net Income 511,263 648,829 137,566 26.91
EPS(in dollars) (Note2) 3.12 3.77 0.65 20.83

Note 1: The above information is summarized from Audit Reports of 2016 and 2017.
Note 2: The Earnings per Share is calculated based on the no. of the weighted average outstanding shares.

(2) Summary of Separate Financial Statement

Unit : NT$ thousands
Items 2016 2017 Variance ($) | Variance (%)
Operating Revenue 13,308,343 15,319,550 2,011,207 15.11
Gross Profit 1,749,009 1,849,529 100,520 5.75
Operating Income 770,176 875,580 105,404 13.69
Net Income 515,151 652,951 137,800 26.75
EPS (in dollars) (Note2) 3.12 3.77 0.65 20.83

Note 1: The above information is summarized from Audit Reports of 2016 and 2017.
Note 2: The Earnings per Share is calculated based on the no. of the weighted average outstanding shares.

2.1.2 Budget Implementation

In 2017, the continuous booming in semiconductor, optoelectronics and other electronic
industries, and momentum of expanded production across the strait have increased the market
demand, of which benefits not only the manufacturers in these industries, but also MIC to achieve
the budget plan and reach significant increase in annual consolidated and non-consolidated
operating revenue in 2017. The company will continue to stabilize growth and profitability as the
operational goals in the future.

2.1.3 Analysis of Receipts, Expenditures, and Profitability




Consolidated Financial Separate
Items Statement Financial Statement
2016 2017 2016 2017
Ratio of liabilities to assets (%) 67.30 67.99 58.26 58.58
Financial Structure  |Ratio of long-term capital to fixed
assets (%) 377.18 305.66 469.76 392.56
Current ratio (%) 137.68 131.53 139.25 131.32
Solvency Quick ratio (%) 102.89 94.30 100.19 90.05
Times interest earned 12.88 13.98 55.50 71.29
Return on total assets (%) 4.29 4.65 5.16 5.65
Return on shareholders’ equity (%) 11.27 13.31 11.36 13.39
- ?;;:?ai)z(;)g)eratlng income to paid-in 42 42 4523 46.66 49.46
Profitability Ratio of pre-tax income to paid-in capital
%) 40.75 45.98 40.68 46.12
Profit margin (%) 2.74 3.21 3.87 4.26
Earnings per share (dollar) (Note) 3.12 3.77 3.12 3.77
Note: The Earnings per Share is calculated based on the no. of the weighted average outstanding shares

2.1.4. Research and Development

(1) Expenditure involved

Unit : NT$ thousands

Year Consolidated Separate
Items Financial Statement Financial Statement
2016 2017 2016 2017
Research and development expenses (A) 209,703 184,082 208,022 177,920
Operating revenue (B) 18,650,941 20,211,994 | 13,308,343 15,319,550
Ratio (A)/(B)(%) 1.12 0.91 1.56 1.16

(2) Developed technologies and products in 2017

Featured with the capability of integrating high-technology production, auto-control and precision
machinery technologies, the R&D team of MIC Group has shown extraordinary results in
developing high-technology system and facilities. Its major performance in 2016 is shown below:

Year R&D Performance Applications
Imec Miliflex tool LED industry (Micro LED)
2017 LED Wafer Thickness and Flatness

Measurement Techniques

LED industry (LED Sapphire)

2.2 Highlights of 2018 Business Plan

2.2.1 Operating Strategies

(1) Go further in high-tech equipment and material product lines to increase the operating revenue.
(2) Upgrade capabilities in turnkey service of engineering, design and system integration.
(3) Cooperate with well-known international manufacturers to develop capabilities in production

relevant processing equipment.

(4) Research and develop customized equipment and production.
(5) Upgrade and extend equipment maintenance services.

(6) Expand and diversity business in non-IT industries with its core technology and capability.
(7)Actively develop 10T and Al applications and installation capabilities.

2.2.2 Sales volume forecast and basis thereof




The “Global Economic Prospects” published by the World Bank forecasts global economic growth
to edge up to 3.1% in 2018, which is higher than the 3% of 2017. The Directorate-General of
Budget, Accounting and Statistics (DGBAS), Executive Yuan has published the economic growth
rate of 2017, which is 2.86%, and forecasted that the economic growth rate of 2018 will be 2.42%.
DGBAS expressed that the country’s economy now had a steady growth and will have an
“optimistic development” in the future.

SEMI (Semiconductor Equipment and Materials International) expressed that, following the
continuously increased production capabilities of the Mainland Chinese wafer plants, the
semiconductor equipment demand would increase in 2018; it is expected that the global
semiconductor equipment expenditure will reach USD63 billion with a growth of 11% comparing
with 2017. Industrial Economics and Knowledge (IEK) Center of Industrial Technology Research
Institute indicated that the business cycle for panel display will reach the peak in 2018: until now, 4
out of 10.5G lines will have a mass production and 8 to 9 are still in the planning stage.

Looking into 2018, MIC Group has maintained its foot in Taiwan while heading towards Asia. It is
expected to see a growth in MIC’s operating performance this year comparing with the year before.

2.2.3 Important Production and Sales Policies

(1) To integrate MIC Group’s business units and build up the Company’s core technology.

(2) To provide customers on-time solutions that satisfy the customer demand in order to increase
the Company’s competitiveness in sales.

(3) To provide customer a full line service through synergy of the company’s business units.

(4) To enhance sales office’s supply service to provide appropriate and on-time integrated services.

(5) To enhance its relationship with customers in Asia and to extend the Company’s capability to
provide local services.

2.3 Future Development Strategy
Centered on four major business groups — business agency, engineering design, system applications, and
R&D and Manufacturing — MIC aims to further diversify its services and to include non-IT customers in
order to expand its business in Asia.

Regarding the management system, MIS has implemented 1SO9001, 1SO14001 and OHSAS18001 work

standards to enhance its work quality and efficiency to ensure the Group’s competitiveness, to make
employees confident, to bring customers a good protection and to maximize shareholders’” benefits.

2.4 Impacts of External Competitive Environment, Regulatory Environment and Macroeconomic
Environment

Impacted by the fierce competition of macroeconomic environment, the industry generally has the costs
increased and profitability decreased. MIC Group is now making effort on the project and purchase
management in order to enhance our competitiveness in the industry by controlling the costs and
expenditure. As for the regulations, amendments concerning the protection of our environment,
consumers and investors, as well as our social responsibilities were made, creating more restrictions on
the business and turning the macroeconomic environment even more complicated. MIC Group will
therefore provide even more professional services to confront the incoming challenges. Upholding the
spirit of “innovation”, we aim to provide an “integrated” and “differentiated” service to expand our
market and make the Group even more advantageous.

A Good Health and All the Bests to our Shareholders.
Sincerely yours,

Chairman of the Board: Margaret Kao
President: Scott Lin
Accounting Director: Chung Chi-Wen




Part 2. Company Profile

1. Date of Incorporation : December 27, 1988
2. Company History :

2.1 Company History

1988

1989

1991
1994
1995
1995
1997
1997

1997
1998
1998

2000

2000

2000

2001
2001

2001

2001

2001
2001
2001
2001

2001
2001
2002
2002

Marketech Intermational Corp. was established with paid-in capital of NT$ 5
millionin December.

Cooperated with US TPI Systems and introduced the hi-tech products as well as
technologiesin February.

Increased paid-in capital of NT$ 5million.

Increased paid-in capital of NT$ 10 millionin June.

Set up MIC’s 1st semiconductor cleaning roomin June.
Increased paid-in capital of NT$ 9 millionin March.
Started oversea business expansion from Singapore in July.

Tainan representative office was established to support customers in Tainan Science
Park in October.

Co-marketed with J.P.C. to expand business in oversea marketsin December.
Set up MIC’s 2nd semiconductor cleaning room in January.

Changed company organization and name to Marketech International Corp.
Increased paid-in capital of NT$ 13 million and converted retained earnings of NT$
13 million into paid-in capital in September.

Divisions of Equipment & Material and Chemical Engineering received 1SO 9002
certification in September.

Increased paid-in capital of NT$ 31.47 million and converted retained earnings of
NT$ 113.23 million into paid-in capital in October.

Hsin Chu office was officially opened.

MIC-TECH VENTURES ASIA PACIFIC INC. was established and in charge of
investment projects in Chinain December.

Increased paid-in capital of NT$ 18 millionin January.

MARKET GO PROFITS LTD. was established and in charge of oversea investment
projectsin February.

Acquired MARKETECH INTEGRATED PTE LTD.

MIC-Tech (WuXi) Co., Ltd. was established and in charge of equipment
manufacturing businessin May.

IC\:/IhI_C-Tech ShangHai Corp. Ltd. was established and in charge of trading business in
ina.

Increased paid-in capital of NT$ 60 million and converted retained earnings of NT$
172,39 million into paid-in capital in May.

Hsin Chu branch office was establishedin July.
Tao Yuan bonded warehouse was established and operatedin August.
Received 1SO 9001 certification (modified version by year 2000)in September.

Exclusive agent for selling semiconductor backend packaging detection equipment
in Taiwan was licensed in October.

Kaohsiung representative office was established to provide customers in time
service.

Tainan bonded warehouse was established to speed up material supply for
production.

Beijing branch of MIC-Tech (WuXi) Co., Ltd. was establishedin December.
AcquiredShanghai Puritic Co., Ltd. to expand business in China in January.
Officially listed on Emerging Stock Market in April.

Appointed 2 independent directors and 1 independent supervisorin May.




2002

2002
2003

2003

2003
2003
2003

2003
2003
2003
2003

2004

2004
2004
2004
2004

2004
2004
2005

2005
2005
2005

2005
2006

2006

2006
2007
2007

2007

2008
2008
2009

Increased paid-in capital of NT$ 50 million and converted retained earningsof NT$
157.027 million into paid-in capital in June.

Officially listed on OTC Market in October.

Issued MIC’s 1stdomestic unsecured convertible bond of NT$ 500 million in
January.

Started building Hu Kou factory in February.

Fuzhou Jiwei System Integrated Co., Ltd. was established to expand the business in
South China.

Got approval to set up official office in Tainan Science Park in May.
MIC-Tech Electronics Engineering Corp. was established in June.

Executed retained earnings of NT$ 189.28175 million transferred to paid-in capital
in August.

Tainan Science Park branch office was established in August.
Hu Kuo factory was official opened in September.
Started building Shan Hua factory in October.

Issued MIC’s 2nddomestic unsecured convertible bond of NT$ 580 millionin
October.

Converted unsecured convertible bond of NT$ 6.09951 million into paid-in capital
in February.

Started building Tainan Science Park factory in March.
Worked as OEM of US equipment supplierin March.
Officially listed on Taiwan Security Exchange Market in May.

Executed retained earnings of NT$ 195.50165 million transferred to paid-in capital
in August.

Shan Hua factory was officially opened and operated in September.
MIC-TECH GLOBAL CORP. was established in October.

Converted unsecured convertible bond of NT$ 178,570 into paid-in capital in
January.

Tainan Science Park factory was officially opened and operated in May.
Wu Xi factory was officially opened and operated in June.

Executed retained earnings of NT$ 226.95569 million transferred to paid-in capital
in August.

Relocated headquarter to Nangang Soft Park in November.

Worked as OEM of US well-known flat panel display equipment supplier.
Worked as OEM of Japan Lasertech in March.

Executed retained earnings of NT$ 207.26012 million transferred to paid-in capital
in Septeber.

Phase | of Tou Fen factory was officially opened and operated in November.
Received ISO 14001 and OHSAS 18001 certification in January.

Cancelled registry of treasury stock and decreased paid-in capital of NT$ 13.41
million in Sptember.

Converted unsecured convertible bond of NT$ 30,760 into paid-in capital in
December.

Started building Phase Il of Tainan Science Park factory in January.
Phase Il of Tainan Science Park factory was officially opened and operated in July.

Marketech International Sdn. Bhd. was established for business expansion in
Malaysia in February.




2009

2010

2010

2011

2011
2011

2011

2011

2011

2012

2012

2013

2013
2014
2014

2014

2015

2015

2015

2016

2016

2017

2017

2017

2017

2018

2018

Executed capital surplus of NT$ 146.90251 million transferred to paid-in capital in
October.

MIC-Tech Viet Nam Co., Ltd. was established for business expansion in Vietnam
in January .

Increased paid-in capital of NT$ 1.51 million through employees’ subscription of
new common stocks in March.

Increased paid-in capital of NT$ 15.21 million through employees’ subscription of
new common stocks in April.

Transferred semiconductor thermal process from Japan HiKE in June.

Recognized as certified AEO company by Custom Administration,Minister of
Financein June.

Increased paid-in capital of NT$ 3.48 million through employees’ subscription of
new common stocks in July.

Hoa Phong Marketech Co., Ltd. was established for business expansion in Vietham
in July.

Increased paid-in capital of NT$ 2.95 million through employees’ subscription of
new common stocks in October.

Increased paid-in capital of NT$ 5.8 million through employees’ subscription of new
common stocks in April.

Increased paid-in capital of NT$ 0.89 million through employees’ subscription of
new common stocks in July.

Increased paid-in capital of NT$ 0.33 million through employees’ subscription of
new common stocks in April.

Phase 111 of Tou Fen factory was officially opened and operated in June.
Marketech Engineering Pte. Ltd. was established in January.

Increased paid-in capital of NT$ 0.13 million through employees’ subscription of
new common stocks in April.

Marketech Integrated Construction Co., Ltd. was established for business expansion
in Myanmar in April.

Established the subsidiary (Marketech Integrated Manufacturing Company Limited)
in Myanmar in March.

Started to build factory in Myanmar in December.

Received the SA8000 certification in December

PT Marketech International Indonesia set-up

Central Taiwan Science Park Branch set-up

Converted unsecured convertible bond of NT$ 64.32 million into paid-in capital in April.
Marketech Netherlands B.V. set-up

Converted unsecured convertible bond of NT$ 35.36 million into paid-in capital in
July.

Converted unsecured convertible bond of NT$ 4.09 million and Employee stock
options of NT$ 10.25 million into paid-in capital in October.

Converted unsecured convertible bond of NT$ 1.46 million and Employee stock
options of NT$ 3.97 million into paid-in capital in January.

Converted unsecured convertible bond of NT$ 8.72 million and Employee stock
options of NT$ 3.73 million into paid-in capital in April.

2.2 Merger and acquisition (up to date) : None




2.3 Invested entities (up to date)

Unit : In Thousand of New Taiwan Dollars; %

December 31, 2017

March 31, 2018

Investment | Shareholdin | Book Value | Amount of | Shareholdin | Book Value
Invested Investee Functions Amount g Original g
Compositio Investment | Compositio
n n
Marketech MarketGoProfitsLtd. | Engaged inholdingand 1,245,570 100.00%| 1,038,755 1,245,570 100.00%|  1,028976
Intemational Corp. reinvestmentaffairs
Marketech Marketech Integrated Pte. - | Engaged in automatic supply 192,522 100.00% (6,081) 192,522 100.00% 6,172
Intemational Corp. | Ltdl. Systerms businessin
semiconductor industry
Marketech Headquarter Intemational | Engaged inholdingand 42475 100.00% 37,958 42,475 100.00% 37,109
Intemational Corp. | Lt reinvestmentaffairs
Marketech Tiger United Finence Ltd. | Engaged in holdingand 46,475 100.00% 37,107 46,475 100.00% 36,128
Intemational Corp. reinvestment affairs
:\Am con MIC-Tech Global Corp. Engecedlin nemetonel usiness 19,147 100.00% 7,706 19,147 100.00% 8,108
Marketech Engeged inselling lant 39,345 100.00% 30,802 39,345 100.00% 30,171
Intemational Cop. | MIC-Tech VitNamCo, - |euipments &suppliesand
Lt providing, insiallaion &
maintenance service
Marketech Marketech Co. Lid. Engaged inengineering 29,922 100.00% 4,002 29,922 100.00% 2,651
Intemational Corp. contracinggnd maintenance
srvice
A inmechanicaland 0
:\Am o mmagmrgp& mim‘maﬂ 10,129 100.00% 2,448 10,129 100.00% 4,822
et : engineeringbusiness
Marketech Design, production and assembly| 438,298 100.00% 396,325 438,298 100.00% 391,140
Intemational Copp, | MarketechIntegrated  |of  autometed  production
ManufacturingCompany  [mechine,  equipment and
Limited component
Marketech _ aﬁqt?@edindaﬂm% 67,737 100.00% 31,690 97,737 100.00% 54,855
Intemetiorel Com. eZoom Information Inc. wﬁm%
Marketech Glory Technology Service | Engaged insalesand ingtallation 31,019 34.11% 46,153 31,019 29.24% 46,009
Intemational Cop.~ |Inc. oftelecomequipment
Marketech MICTedvnoCo, Ltd. | Engaged insalesof pand! 2,000 20.00% 1,849 2,000 20.00% 1,845
Intemational Corp. equipmentand meterial
Marketech PT Marketech Intemational | intemational trade on machinery 38,042 99.92% 35,649 38,042 99.92% 34,792
Intemational Corp. | Indonesis and components.
Marketech Engged  in  enginesting 44,262 51.12% 29,533 45476 51.12% 32575
Marketech Intemational
Intemational Corp. oontracting  and - maintenance
Soh.Bhd _
Srvice
Marketech ADAT Technology CO, mgm - 10,000 83.33% 6,029 10,000 83.33% 4,582
Inemaionel Cop. |11y seIvices, dectronic informetion
provisioning and equipment sales
Marketech Machinery, ecuiipment, partsand 10,671 100.00% 10,453 10,671 100.00% 9,825
Marketech Nthertands BV | related intemational trace
Intemational Corp. operation and technical services
Market Go MIC-Tech Ventures - |Engagedinholdingand 1,240,073 100.00%| 1,037,010 1,240,073 100.00%| 1,027,270
Profits Ltd. Asia Pacific Inc. renvestment affairs
Marketech Marketech Engaged inengineering 42,319 48.88% 29,378 43,480 48.88% 32,284
contractingand meintenance




Integrated Pte  |International Sdn. | service
Ltd. Bhd.
Marketech Marketech Integrated | Engaged in mechanicaland 8,569 95.00% 1,906 8,569 95.00% 4313
Engineering Pte  |Construction Co., | electricalinstallation and
Ltd. Ltd. engineexing business
MIC-Tech Russky H.K. Limited |Engegedinhoidingand 34551  10000%|  (16,196) 34551 10000%|  (22,025)
\entures Asia reinvestment affairs
Pacific Inc.
MIC-Tech Frontken MIC Co.  |Engagedinholdingand 31,422 100.00% 5,636 31,422 100.00% 5,582
\enturesAsia | Limited reinvestment affeirs
Pacific Inc.
MIC-Tech MICT Interational  |Engagedinholdingand 95,290 100.00% 31,455 95,290 60.00% 32,530
\enturesAsia | Limited reinvestment affairs
Pacific Inc.
MIC-Tech Leader Fortune Engaged inholdingand 8,990 31.43% 4115 8,990 31.43% 5,049
\enturesAsia  |Enterprise Co., Ltd. |reinvestmentaffairs
Pacific Inc.
Russky H.K. PT Marketech intemational trade on mechinery 32 0.08% 30 32 0.08% 29
Limited International and components.

Indonesia

Note 1:The above investments are recognized by equity method.

2.4 Reforming in the most recent year and up to the printing of the annual report: none.

2.5 A large amount of transfer and replacement of shareholding by directors, supervisors and big
shareholders with more than 10% shares in the most recent year and up to the printing of the
annual report : none.

2.6 A huge change in management right, operation mode or business, and significant issues
which affects the rights of shareholders and the company: none.




Part 3. Corporate Governance Report
1. Organization
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1.2 Major corporate functions

Division

Functions

Executive Strategy
office

Analyzes the overall business and schemes the business strategy,

Assesses the investment projects and the new product line

Implements andimproves robust management practices.

Plans, co-ordinates and executes assigned projects.

Conforms to all business activities with legal compliance.

Establishes and maintains public relations, and coordination amongdivision.

Enterprise
Development Center

Integrate and develop the various offshore subsidiaries’ sales agent,
engineering design (the technology, general, transportation, petrochemical,
and the like), system application, manufacture, trade development and related
five major group businesses.

Audit Office

Conducts inspection and evaluates internal controls withinvarious divisions.
Assists subsidiaries with internal audit tasks.

Evaluates the robustness of internal control systems andrelated policies.
Determines whether the internal controlsystemscontinues to be effective, and
assesses the progressmade by each department, while offering suggestions
toimprove the company's operations

Finance & Accounting
Division

Financing deployment and capital management
Stock affairs

Accounting transactions management
Financial reports and analysis

Tax planning and filing

Euipment & Material
Division

Provides the hi-tech manufacturing process and testing equipment and
supplies
Provides in time after service, technical support, and maintenance.

Logistics Division

Responsible for the purchasing, shipping and warehousing of
materials,equipment and tools.

Develops a robust supplier system that facilitates order tracking and strategic
purchases

Handles processes such as import, export, and bonded warehouses.

Gas Engineering
Division

Provides total solution of UHP gas system which includes gas piping and
equipment.

Provides gas gabinet (GC) and valve manifold box (VMB) certified with
SEMI.

Represents variety of gases, chemicals, equipment and consuming parts from
worldwide.

Specialized in UHP gas/ liquid system module OEM and ODM.

Chemical Engineering
Division

Turnkey projects for Central Chemical Supply System (CCSS), including
system design, manufacturing, construction and installation

Testing and providing on-site maintenance service for equipment
Replacement of chemical and gas supply materials

Operations of the monitoring and control system.

System Engineering
Division

Constructs cleanrooms for local high-tech and bio tech industries;
providesconstruction services for electromechanical engineeringprojects such
as planning, design, supervision and turnkeysolutions.

Constructs pumping station facilities, waste water treatment facilities,
pumping station automation, air pollution control and other environmental
protection facilities.

Represents boiler and waste solvents.

Providesinstallation services for energy and recycle facilities.

Acted as the agent of Japan’s A-Win wind turbine facility to provide the
installation service of power and resource regeneration facilities.

Optoelectronics
Division

Design and production of automated LCD production facilities

Production of LCD production checking facilities as an OEM

Design and production of LED production facilities

Software design and development

Design and production of automated logistics or specialized machines for
biotechnology and other industries.

System Integration
Division

The surveillance of factory services for
power-generation industry

Facility automation

high-technology  and
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Division

Functions

Production surveillance design, construction, installation and tests

Multimedia and
Inspection Division

The development services of 3C / multimedia core technology, application
technology and application products.

ISEP Division

Enhances employees' safety and health within the company;implements an
OHSAS 18001-compliant occupationalhealth and safety system.

Improves environmental management within the company;implements an
ISO 14001-compliant environmentalmanagement system.

Turnkey Engineering
Division

Spacial planning and project schedule management for the integration of
high-technology industry, including removing, moving in, installing,
planning, designing and constructing the facilities as well as the turnkey
testing for the distribution system of the secondary supply machine.
Supplying factories and customers with the demand of building or
reconstructing factory offices the infrastructure (civil engineering, machinery
and power-generating equipment, air-conditioning, internal installation, water
supply and discharge etc.), clean room and production system. From the
design, planning, construction management and the transfer after launched the
operations.

Hi-Tech Producs
Division

Provides production and testing equipment, instruments, parts and materials
for Semiconductor Back-end packaging and testing, and Light-Emitting
Diod

Provides after service, technical support and maintenance services.

Display Industry
Division

Provides production for flat panel displays, color filter and testing equipment,
instruments, parts and materials
Provides after service, technical support and maintenance service.

Human Resource &
Administration
Division

The planning, establishment and execution of the group’s human resource,
general affairs and administration related system and management.

Information & System
Division

Development and management of information systems andnetworks.
Responsible for the development, maintenance and securitymanagement of
various information systems and databases.

Software access control, introductionand maintenance.

Q.C. Center

Develops, implements, enhances and improves
management system.

ISO 9001 quality

Southern Taiwan
Representative
Division

Coordinating the business development of southern market, coordinating the
business integration internally and providing supports for the south and
administration / general affairs.

General Engineering
Division

Provides machinery and electric engineering services include design -
consultant & construction of petro-chemical plant ~ traditional industry ~
intelligent buildings engineering ~ hospital building ~ office ~ shopping mall
hotel and transportation system.

R(_espgrces Services
Division

Handles all engineering demand involving in consulting, planning, design,
maintenance, repair, or alteration.

Provides services including equipment relocation, trading or sales of new and
used equipment, and relocation implementation.

Advanced
ManufacturingDivision

The OEM production of LCD monitor production and testing facilities
The OEM production of semiconductor production related facility module
The OEM production of solar energy related production facility modules.

New Product
DevelopmentDivision

Expanding and developing the category and quantity of testing facilities,
production equipments, passive elements, LED, IC and other new products.

Precision Process
Equipment Enterprise
Division

The flat monitor processing and LCD production automation equipment’s
design/manufacture, the flat monitor processing and LCD process screening
equipment’s OEM manufacture; the LED process equipment’s
design/manufacture; the CIM software design development; the biotech
industry and other industries’ logistics and dedicated servers’ automated
design/manufacture.
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2.Directors, Supervisors, President, Vice President, Assistant Vice President and Department Heads
2.1 Information on the directors and supervisors
2.1.1 Information on the directors and supervisors (1)

April 01, 2018
Unit: NTD per thousand; shares; %

Related to other
-, . - . Shareholding held by| Shareholding executive, director or
ionali . Initial . . : !
Posiion Natlgf:alﬂy Appointed 3 | apoointed Share:olgilgges dwhen (Ilnr:éluarlnekigr)](t))l r:jtgl spouse, minor  |held by the name Position currently also serve |auditor as the spouse
(Note1) | registered Name Gender | (incumbent) | 2 pr()jate ep offspring of others Major exposure (education) | at the company and other or blood relative
origin date @ (Note 2) companies within two tiers
Share count Smag;er_alli?)ldi Share count sz?;gdi Share count Shaéiath%kiin (S:gﬁ:i Sméer;%“in Title [Name|Relation
Ji Shuan Taiwan University EMBA international glg;an VsanﬁE%ﬂ I\élmalﬁe(gw International Corp.
- _Investment co 105/05/31 | 3 |90/10/22 19,005,795 11.51% 19,005,795| 10.66% 0 0.00% 0 0.009gusiness administration master (Chairman, Machrotec Technology Corp.
. Republic of . Institute for Industrial Research Cnairen CEh HSUAN INVESTMENT CO.. LTD. . . .
Director (Chi representative: F lelectronics research institute section  [Director Ader Co. Lid director "= | Nil | Nil Nil
na 'SungKao,Hsiu- *4,010,513| *2.43% *4,010,513| *2.25% *0( *0.00% *0| *0.00%|nead [Chainman Sapower tectinology Corp.
Ming o o rame M oo, 2
Ki Shuan Texas State University school of Director, Marketech Interational Corp.
lectrical i i it Director, TQ Technology Corp..
) Investment co 3 | 96/6/15 19,005,795 11.51% 19,005,795 10.66% 0 0.00% 0 O.OOO/,G\IEEJQC-?-E(‘?E%TSS;%% ?&Z%’em ) ) )
Director  |ROC representative: M 105/05/31 IWangeng Optoelectronics co chairman Nil | Nil Nil
Chuang, *139,494| *0.08% *139,494| *0.08%| *525,101|*0.31% *0| *0.00%
'Yen-shan
i ICheng Chi University business President and director Marketech International Corp.
Yi ki inistrati instituti (Chairman, Y1 WEI INVESTMENT CO, LTD.
12,647,112 7.66% 12,647,112 7.09% .00% .00%administration research institution an, .
Diecor  [Roc [Nt || gg05/31 | 3 | 90710122 o4 % oan o o 0% R e Pkl Co. L Nil | Nil [ Nil
or representative: * - * * *nl % wn| % IFIR Western US Office superintendent (Crairmen. ezoom Informtion Inc. | | |
Lin Yue-Yeh 10,327,782 *6.26% 8,818,782| *4.95% 0| *0.00% 0] *0.00% IRItI—f eleﬁztr(énics research institute
lsection hea
IQing Hua University E&M master a&mgmﬁ&gggﬁm{ o(éor(p:.ﬂrp
. (Chiao Tong University electrical h ly Corp. i i i
Direcor ~ |ROC  [Ma,Kuo-Peng M | 105/05/31 | 3 |90/10/22 1,674,422 1.01%|  1,458,422| 0.82% 0| 0.00% 0| 0.00%bfengineering doctoral program study ~ [Bredr SPoser tioay Corp Nil | Nil | Nil
Texlils S_emaconductors outsourced '
packaging department manager
Dong Hai University school of [Director, Marketech International Corp.
i 0 0.00% 0 0.00% 0| 0.00% 0| 0.00%accounting B.A. ] _ (General Mg, Meayer StelPpe Corp
Director  [ROC [P0 M | 105/05/31 | 3 |91/05/22 e An Development co vice president e, Americn ConrolCor Nil | Nil | Nil
Ming-Chih :ndepmgentglreuonﬁenmmlc\z/)irp S
t Director, ot
Incpain Diecor, Sor el o
0l 0.00% 0 0.00% 0 0.00% 0 0.00%Dong Hai University school of Industrial - Merketech | ional
Director  |ROC  [ChengJinChuan| M 105/05/31 | 3 |90/10/22 Eﬂgg]g;egrl]?guﬁicérsity business gnumam;p.m"%%ﬁ%@ e Nil | Nil | Nil
ladministration EMBA master study penvisor, Taiwan Special Chenicals Corporation
MBA, National Tai Uni it
Independent RoC Lin Hsiao-Mi M 105/05/31 | 3 |105/05/31 ol 0.00% 0| 0.00% 0l 0.00% 0| 0.000p(Ceneral I?A:)nr;i]er?%manrg\iﬁzlcgmrp Independent Director, Marketech International Corp Nil | Nil Nil
director in Fsiao-Ming UU70 70 U7 -UU70(General Manager, International Bills  [Chairman, Taiwen Finance Corp. | | I
Finance Corp
[Taiwan University EMBA international - {Independent Director, Marketech Interational Corp
Independent business administration section master gﬂmm‘gl‘:nﬁoﬁgrﬂﬂs Cgﬂtt'a‘d-
ependetipoc  WuChingeeo | M| 105/05/31 | 3 | 98/6/19 0[ 0.00% 0[ 0.00% 0[0.00%| 0| 0.00% Inpersr D Tece i amsinsvies, | Nl | Nil | Nil
IDirector, CPC Corporation, Taiwen
Independent Director,, EVE Airways Corporation
IChung Hsing University B.A. Independent Director, Marketech International C ; ) )
pependetipoc  fuzongdem | M| 105/05/31 | 3 | 96/6/15 |  365286| 0.22%| 347,286/ 0.19% 0| 0.00% 0| 0.00%{chin &ho co president Cramn Kiacos 0| Nl | Nl Nl

* Which pertains to the representative’s personal sharehold
Note 1:The institutional shareholder is to enlist the name o

shall also fill out the below table 1.

Note 2: To enter the time first serving as (_:omgarR/
Note 3: When having worked at the auditing

PAs Office or its affiliated enterprise in relevan

ing count and shareholding ratio.

fth

e institutional shareholder and its representative separately (as an institutional shareholder representation, the name of the institutional shareholder shall be noted), and

director or auditor, and if there is an interruFtion, please footnote the explanation.
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2.1.2 Major shareholders as institutions shareholders

Table I:  Major shareholders as institutional shareholders
April 01, 2018

Name of institutional | Major shareholders as institutional investors (Note 2)
shareholders (Note 1)
Ji Shuan Investment Company |SungKao,Hsin-Ming (16.06%), Sung Bing-zhong (23.42%), Sung Feng-pei (22.56%), Tao
Zhe-yi (0.89%), Kao,Hsiu-Ming (0.45%), Ji Yung Investment Company (18.31%), Bai Shuan
Investment Company (18.31%)

Yi Wei Investment Company  |Lin Yu-Yeh (95%), Chen Wen-shu (2.5%), Lin Yu-jeh (0.5%), Lin Yu-yao (0.5%), Chen
Lian-zhe (0.5%), Zheng Li-jen (0.5%), Feng Shu-jen (0.5%)

Ji Yung Investment Company |Sung Bing-zhong (94%), SungKao,Hsin-Ming (3%), Sung Feng-pei (3%)

Note 1:When a director or supervisor is of an institutional share representative, the name of said institutional shareholder shall be entered.

Note 2:To enter the name of said institutional entity’s major investors (the top ten in shareholdings by percentage) and their shareholding ratio.

Table 1I:  Major shares of institutional investors as institutional shareholders
April 01, 2018

Name of institutional
shareholders (Note 1)

Ji Yung Investment Company |Sung Bing-zhong (94%), SungKao,Hsin-Ming (3%), Sung Feng-pei (3%)

(B:?)In?;;na; Investment Sung Feng-pei (94%), Sung Bing-zhong (5%), SungKao,Hsin-Ming (1%)

Note 1:When one of the major shareholders in the above table is of an institutional shareholder, the name of said institutional shareholder shall be
entered.
Note 2:To enter the name of said institutional investor’s major shareholders (the top ten in shareholdings by percentage) and their shareholding ratio.

2.1.3 Information on the directors and supervisors (1)

Major shareholders as institutional investors (Note 2)

April 01, 2018

Criteria| Whether commanding five years or longer

of working experience and the below State of independent conformance (Note 1)
professional qualifications )
Asbusiness, law, | As judge, prosecutor, | Business, law; also serving
finance, accounting | legal counsel, CPAor | finance, asother
or company other professional accounting or ?O;’pa“a“
business required ~ |certified technician  {company independent
relevant public/  |required of the operation 112 |3|4|5|6|7]| 8] 9 |10 dircoshp
Name privatecollege/  |company operation  |related count
university lecturer [and accredited with  {working
or higher professional experience
certification

Ji Shuan Investment co i . . i i i i i . .
Representative: Nil Nil 4 Nil | Nil | Nil | v [Nil|Nil |Nil | v | v | Nil| Nil
SungKao,Hsin-Ming

Ji Shuan Investment co

Representative: Chuang, Nil Nil v vV Iv|v Y |Y | Y |Nil| v | Y [Nil| Nil
Yen-Shan

Yi Wei investment co . . . . . . . . . .
Representative: Lin Yue-Yeh Nil Nil v Nil | Nil | Nil | v [Nil| Nil |[Nil| v" | v |Nil| Nil
Ma ,Kuo-Peng (Note 2) Nil Nil 4 v INil| v | v | Y [Nil|Nil| v | vV | V Nil
Hsiao, Ming-Chih (Note 2) Nil Nil v vVivi| v IV I IivI|IVv I Iiv I iV I Vv | Vv 3
Cheng Jin-Chuan (Note 2) Nil Nil v VIV IV IVIVIVIV IV IV ]V 1
Lin, Hsiao-Ming Nil Nil v VIV |IvVIivVvIivVIVIVI IV |V I IV Nil
Wu ,Chung-Pao Nil Nil v Vi v iviv (v | v IV | Vv | Vv |V 2
Lu ,Zong-Jenn Nil Nil v vVivi| ivI|IvVvIivI|IVvI Iiv I Iiv | v | Vv Nil

Note 1: When various directors, supervisors who conform to the following criteria two years prior to being appointed and during the period of whose tenure, please place a checkmark in the blank
box under various criteria codes.
(1)Not as a hired help of the company or its affiliated enterprises.

(2)Not as a director, supervisorr to the company’s affiliated enterprise (except where it if of a company independent director as the company’s parent firm, of a subsidiary the company
holds, directly or indirectly, over fifty percent of the voting rights.

(3)Not as the individual and whose spouse, minor offspring, or as a neutral person shareholder holding over one hundred percent of the company total shares issued, or as top ten
shareholders.

(4)Not as the spouse to those enlisted under the preceding par I11, blood relatives within two tiers, or direct blood relatives within five tiers.

(5)Not as the director, auditor or hired help of an institutional shareholder holding over five percent of the company’s total shares issued, or as top five institutional shareholders’
director, auditor or hired help by shareholding.

(6)Not as the director (managing director), auditor (managing auditor), manager, or shareholder holding over five percent of the shares of a specific company or entity with financial or
business transaction with the company.

(7)Not as the professional offering business, legal, financial, accounting and related services or consulting to the company or its affiliated enterprises, the business owner, partner,
director (managing director), auditor (managing auditor), manager and their spouse of a sole ownership, partnership, incorporated entity or organization, except as a member of the
payroll remuneration council for exercising its fiduciary duties per article 7 of the stock launching or securities dealers business office trading company’s payroll remuneration
council set up and exercising its fiduciary duty measures.

(8)Not related to the other directors as a spouse or blood relation within two tiers.

(9)Not involved in any of the circumstances specified under article 30 of the Corporate Law.

(10)Not nominated as a governmental or institutional shareholder, or as the representative as stipulated under article 27 of the Corporate Law. °

Note 2:0ur company re-elected the Board of Directors on May 31, 2016. All the independent directors formed the Audit Committee to replace the functions of supervisors.
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2.2 Information on the president, vice president, senior manager, various departmental and branch organization supervisors

April 01, 2018
Unit: NTD per thousand; share; %
. Shareholdings held | Shareholdings held N
Title |Nation- Appointed | Shareholdings held by spouse, minor | under the name of _ _ The position who also Manatg‘ll\e’gstzsﬁtgtfi s Ozréorueﬁgr\:vnhm
l Name Gender | (incumbent) offspring others Main exposure (education) (Note 2) currently serves at other
(Note 1) ality date Share count Share-hold Share Share-hold Share  |Share-hold companies Title Name | Relation
ing ratio count ing ratio count ing ratio
Taiwan University EMBA int’] business Wen Hua Technology Corp dire tor
administration section MBA, Institute for Shu Shuan Investment co chairman
Chairman Sung Kao Industrial Research electronics laboratory fj'igt‘o“f“ Engineering Technology Co _ _ _
and CEO ROC Hsin-Miné F 78/01/01 | 4,010,513 2.25% 0| 0.00% 0| 0.00%|section head Sheng Hui Engineering Technology Co Nil Nil Nil
chairman
Hua Shuan Technology Co chairman
Li Wei Electronics Co auditor
Cheng Chi University business administration research | Yi \\ei Investment Co chairman
Lin institute master Hua Shuan Technology Co auditor
President |[ROC M 93/07/01 | 8,818,782 4.95% 0l 0.00% 0| 0.00%|Institute for Industrial Research westem USAoffice  |Li Wi Electronics Corp chairman | Nil Nil Nil
Yue-Yeh intendent Ch &7
superintenden airman, eZoom
IFIE electronics research institute section head Information ,Inc.
Group Chen Tamkang University school of applied ) . . .
GM ROC |Jian-tsuen M | 99/04/01 75,000 | 0.04% 0| 0.00% 0| 0.00%|physics B.A. Nil Nil | Nil | Nil
(Note 3)
State of Connecticut University USA information
Group Wei science doctoral ; ; ; ;
VGM ROC Jian-ming M 99/04/01 0 0.00% 0| 0.00% 0| 0.00% Rainbow QX Technologies Corp president Nil Nil Nil Nil
Axonet Inc president and CEO
o Huan Murray State University USA business administration
Divison 9 o . . . .
ROC |Zhong-wen | M | 99/02/01 66,283 | 0.04% 0| 0.00% 0| 0.009research institute master _ Nil Nil | Nil | Nil
GM (Note 4) Asia Word Hotel departmental superintendent
. Taiwan Technology University EMBA global strategy
DIVisON | 3¢ |uety M | 99/02/01 | 58,348 | 0.03% 0| 0.00% 0| 0.000p|§ECton master Nil Nil | Nil | Nil
GM uel-ru ' U370 V70 “YY70| China Precision Diecast co technical section head
(Note 4) Jia Rong Company sales superintendent
Divison Li National Chiao Tung University Department of
ROC [Ruei-wen M | 106/02/01 0| 0.00%| 31,700| 0.02% 0 0.00%|Communications Engineering B.A Nil Nil | Nil | Nil
VGM Applied Materials Taiwan Quality Assuranc manager.
(Note 5)
. Lin M i
Divison oo Master, Graduate School of Environmental ; ; ; ;
VGM ROC CPII\T(;JthG) 107/04/11 57,000 0.03%| 45,000 0.03% 0| 0.00% Engineering, National Cheng Kung University Nil Nil Nil Nil
M B.A., Department of Electronic Engineering, Minghsin
Divi Lu University of Science and technology ]
" | ROC |Chien-kuo 107/04/11| 35,029 | 0.02% 0| 0.00% 0| 0.00%6 | paregy o eton program; Netional Chizo Trg Nil Nil | Nil | Nil
(Note 6) Graduate School of Biotech Healthcare Management,
National Yang-Ming University
- Hsu M - N
Rson | roc ety 107/04/11| 20,000 | 0.01% 0| 0.00% 0| 0.00%| iy reckéte School of Gl Engineering, Teras Nil Nil | Nil | Nl
Note 6
.. M B.A., Department of Mechanical Engineering,
DIVISON | 3¢ S yuan 107/04/11 0| 0.00% 0| 0.00% 0| 0.009|HSiuping University of Science and Technology Nil Nil | Nil | Nil
VGM (No{e 6) LU0 -OU70 -YY70) Deputy Section Head, Rexon Industrial Corporation
Limited
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. Shareholdings held | Shareholdings held e i
Title |Nation- Appointed | Shareholdings held by spouse, minor | under the name of The position who also | Mersgersrelisdasspouecr witin
l Name Gender | (incumbent) offspring others Main exposure (education) (Note 2) currently serves at other
(Note 1) ality date sh t Share-hold Share Share-hold Share  |Share-hold companies Title Name | Relation
are coun ing ratio count ing ratio count ing ratio
M Master, Graduate School of Civil Engineering, National
Taiwan University
Divison Tseng Senior Manager, Gamuda Bhd., Malaysia ] ) ) )
ROC [Lieh-huan 107/04/11 15,000 0.00% 0l 0.00% 0| 0.00% |Manager, Transport Enterprise Department, Pacific Nil Nil Nil Nil
VGM g (Note 6) Engineers & Constructors Ltd.
Manager, Construction Administration, Dong Hung
Construction Co,, Ltd.
oM ] Taipei Business College school of accounting and
Hsie statistics B.A. : : : :
Finance ROC Ming-ju F 87/07/01 491,459 0.28% 0| 0.00% 0| 0.00% Lung Pu Group financial specialist Nil Nil Nil Nil
Cathay group adminisrator
Director, Soochow University accounting research institute
Finance Zhong rggistm(le; Securities co assistant manager . . . .
& ROC Chi-wen F 95/04/21 68,973 0.04% 0| 0.00% 0| 0.00% Nil Nil Nil Nil
Accounting
Divison
Chief Soochow University school of business administration B.A ] ] ] ]
f ROC |Lin Ya-ging F 105/09/01 10,000 0.01% 0l 0.00% 0| 0.00% |KPMG CPA Office assistant manager Nil Nil Nil Nil
Audit TransAsia Airways senior accountant

Note 1:It shall include information on the president, vice presidents, senior managers, various departmental and branch organizational executives, and those with a position comparable to the president, vice president and

senior manager, regardless of the job title, shall also be disclosed.
Note 2:When having worked in a certified public accountants office or related enterprise with pertinent exposure related to the current position, it shall describe the individual’s job title and responsible job description.
Mr. Chen Chien-Tun has on June 1, 2017 been promoted to Enterprise Group President.

Note 3:
Note 4:
Note 5:
Note 6:

Mr. Huang Tsung-Wen and Chang Jui-Ju have on April 11, 2018 been promoted to Enterprise Division Presidents.

Mr. Li Ruei-Wen has on February 1, 2017 been promoted to Enterprise Division Vice President.

Mr. Lin Chih-Jen, Lu Chieh-Kuo, Hsu Ta-Chang, Lo Ssu-Yuan and Tseng Lien-Huang have on April 11, 2018 been promoted to Enterprise Division Vice Presidents.
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3. The remunerations dispensed to the Directors, Supervisors, President and Vice President in the most recent fiscal year

The company, when in one of the following circumstances, shall disclose the remunerations dispensed to its directors or auditors individually;
and the rest may adopt the means of a consolidated tally as coordinated with a scale by which to disclose the names, or by means of disclosing
the names and remunerations individually (when adopting individual disclosure, please enter individually the position, name and amount,
without having to fill out a table of remunerations by scale):

3.1

3.2

3.3

3.4

When there is after-tax deficit in the most recent two years’ individual entity or individual financial statements, it is a must to reveal
every director and supervisor’s remuneration, except those that already have after-tax net profit and the said profit is enough to cover the
deficit.

If the circumstance of shares held by the directors should fall short for three consecutive months or longer in the most recent year, the
remunerations of individual directors shall be disclosed; when the circumstance of shares held by the auditors should fall short by three
consecutive months or longer in the most recent years, the remunerations of individual auditors shall be disclosed.

If the directors or auditors’ average mortgaging percentage exceeds 50% in any given three months in the most recent year, the particular
month of the remunerations of the individual directors or auditors with a mortgaging ratio exceeding 50% shall be disclosed.
(Note: the entire directors’ monthly average mortgaging ratio: the entire directors’ mortgaged share count / the entire directors’ shareholdings (including the

retained voting right trust share count); the entire auditors monthly average mortgaging ratio: the entire auditors mortgaging share count / the entire auditors
shareholdings (including the retained voting right trust share count).

When the entire directors and auditors collecting the directors and auditors remunerations in all companies stated in the financial
statements to the after-tax net earnings should exceed two percent, and that the remunerations the individual directors or auditors collect
also exceed NT$15 million, the individual remunerations of the directors or auditors shall be disclosed.

In the absence of any of the foresaid par 3.1 to par 3.4 circumstances among company directors and auditors, the company has therefore adopted
the means of consolidated tally, as coordinated with scale in disclosing the names.
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3.1 The remunerations of the directors (including the independent directors)

(1-2) The remunerations of the directors (including the independent directors)
(By means of consolidated tally as coordinated with scale by which to disclose the names)

Year 2017

Unit: NTD per thousand; shares
(except where the market value per share is indicated

in NTD)

The ratio of the sum of

The ratio of the sum of the
seven items A, B, C, D, E,

Director remunerations the four items A, B, C Pertinent remunerations doubling employees collect F and G to the after-tax net
a”td Dto the(aﬂ?r'tfg earnings (Note 10)
- i S - net earnings(Note - N T il
Return (A) Retirement Directors Business ¢ Wages, bonuses and]  Retirement Employees’ Remuneration (G) Woether collecting
(Note 2) pension (B) [Remuneration (C)| execution special expensed pensions (F) (Note 6) reinvested enfities beyond
Title Name (Note 3)  |expenditure (D) expenditure etc. (E) e subsicaes (Note 1)
(Note 4) (Note 5) Allcomparies inthe
P Thecompany | financial statements
All companies All companies| All companies All companies All companies All companies| @ A"iesin The company ﬁmrililajnmnmlr(ml\;en (Note7)
inthefinancial| The |inthefinancial] The inthefinancial | The | inthe financial inthe financial inthe financial oen 5
The company)| [The company| The company/| The company| the financial
statements  (COMPANY|  statements | COMPaNY | statements | COMPaNY | statements Statements statements Cashbonus | Stock bonus | Cash bonus | Stock bonus
(Note7) (Note7) (Note7) (Note7) (Note7) (Note7) (Note?) amourt amount amount amount
IChairman and Vi Shuan Investment co
ICEO and representative: Sung
subsidiary Kao, Hsin-Ming
president
Vi Shuan Investment co
Director representative:
Chuang, Yen-Shan
(Chairman Yi Wei Invgstmept co
" representative: Lin,
President
ue-Yeh
Director Ma ,Kuo-Peng
0 0 0 0 10,431 (10,431 696 | 696 1.709% [1.709 |22,308 [24,017 |168 168 4,200 0 4,200 | O 5.79%  16.05% None
Director Hsiao, Ming-Chih
Director Cheng Jin-Chuan
Independent Lin, Hsiao-Ming
director
Independent u, Chung-Pao
director
Independent Lu, Zong-Jenn
director

* Other than above-mentioned changes, all the services provided recently in the company by the members of the Board of Directors in relation to the financial report such as holding the position as non-employee
consultants have not incurred any additional remuneration.
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Remunerations Scale Table

Year 2017

Remunerations dispensed to individual company directors by scale

Name of the directors

Total sum of the remunerations of the first four items (A+B+C+D)

Total sum of the first seven items(A+B+C+D+E+F+G)

All companies stated in the financial All companies stated in the financial
The company (Note 8) statements (Note 9) (I) The company (Note 8) hiements (Note 9) (J)
Sung Kao, Hsin-Ming, Chuang, Sung Kao, Hsin-Ming, Chuang, Sung Kao, Hsin-Ming, Chuang, Sung Kao, Hsin-Ming, Chuang,
Yen-Shan, Lin, Yue-Yeh, Ma, Yen-Shan, Lin, Yue-Yeh, Ma, Yen-Shan, Lin, Yue-Yeh, Ma, Yen-Shan, Lin, Yue-Yeh, Ma,
Up to $2,000,000 Kuo-Peng, Hsiao, Ming-Chih, | Kuo-Peng, Hsiao, Ming-Chih, Cheng, | Kuo-Peng, Hsiao, Ming-Chih, | Kuo-Peng, Hsiao, Ming-Chih, Cheng,
Cheng, Jin-Chuan, Lin,Hsiao-Ming| Jin-Chuan, Lin,Hsiao-Ming Wu, ~ |Cheng, Jin-Chuan, Lin,Hsiao-Ming| Jin-Chuan, Lin,Hsiao-Ming Wu,
Wu, Chung-Pao, Lu, Zong-Jenn, Chung-Pao, Lu, Zong-Jenn, Wu, Chung-Pao, Lu, Zong-Jenn, Chung-Pao, Lu, Zong-Jenn,
$2,000,000 (inclusive) ~ $5,000,000 (preclusive) Nil Nil Nil Nil
$5,000,000 (inclusive) ~ $10,000,000 (preclusive) Nil Nil Kao,Hsiu-Ming, Lin Yu-yeh Kao,Hsiu-Ming, Lin Yu-yeh
$10,000,000 (inclusive) ~ $15,000,000 (preclusive) Nil Nil Nil Nil
$15,000,000 (inclusive) ~ $30,000,000 (preclusive) Nil Nil Nil Nil
$30,000,000 (inclusive) ~ $50,000,000 (preclusive) Nil Nil Nil Nil
$50,000,000 (inclusive) ~ $100,000,000 (preclusive) Nil Nil Nil Nil
Over $100,000,000 Nil Nil Nil Nil
Total 9 9 9 9
* As the content of the remunerations disclosed in the table varies from the concept of income by the Income Tax Law, thus the purpose of the table has been for the purpose of information disclosure, and is not intended for tax levy
purpose.

Note 1: The name of the directors shall be enlisted separately (of institutional shareholders, the institutional shareholder name and the representative shall be enlisted separately), with amount of various payouts to be disclosed in a
consolidated manner.  If the directors also doubling as the president or vice presidents, the table and the below table (3-1) or (3-2) shall be entered.

Note 2: Which refers to the most recent year’s directors’ remunerations (including the directors remunerations, position stipends, resignation payout, various bonuses, incentive payouts and the like).

Note 3: Referst to directors' remuneration distributed upon the approval of Board of Directors of the year.

Which pertains to entering the directors’ remuneration amount in the proposed earnings distribution proposal as motioned through the management board and voted before the shareholders meeting.  The distribution of the remunerations
company 2014 earnings distribution is formulated and finalized by the management board, and is motioned through before the 2015 shareholders’ meeting.

Note 4: Which pertains to the most recent year’s directors’ pertinent business execution expenditures (including the travel expenses, special dispensed expenditures, various subsidies, dormitory, car allocation and related tangible goods
allocation and so forth). When allocating with housing, car, other transportation means or exclusive personal expenditures, it shall disclose the nature of the asset allocated, the actual or market value actuated rent, fuel and other
payouts.  Also when allocating with a driver, please include in the footnote explaining pertinent remuneration the company pays said driver, but excluding from the remunerations.

Note 5: Which refers to the most recent year in which the directors doubling as employees (including doubling as the president, vice president, other managers and employees) have collected of the wages, position stipends, resignation
payouts, various bonuses, incentive payouts, travel expenses, specially dispensed expenditures, various subsidies, dormitory, car allocation and related tangible goods allocation and the like). When allocating with housing, car, other
transportation means or exclusive personal expenditures, it shall disclose the nature of the asset allocated, the actual or market value actuated rent, fuel and other payouts. Also when allocating with a driver, please include in the
footnote explaining pertinent remuneration the company pays said driver, but excluding from the remunerations. Company Chairman Kao,Hsiu-Ming is allocated with one leased company vehicle, which carries a monthly lease at
NT$75,000 spanning from Jan. 1, 2017 to Dec. 31 2017; President Lin Yu-Yeh is allocated with one leased company vehicle, which carries a monthly lease at NT$31,905 from Jan. 1, 2017 to Dec. 31 2017

Note 6: Which refers to when directors who serve as employee (including the position of president, vice president, other manager and employee) receive employees' remuneration (including stock and cash), the percentage of employees'
remuneration shall be distributed based the board of directors' approval of the year. Those who unable to estimate the amount shall have this year's amount calculated based on last year's amount and to fill up the attached form 1-3.

Note 7: The total sum of various remunerations dispensed to company directors by all companies (including the company) stated in the consolidated financial statements.

Note 8: The total sum of various remunerations the company dispenses to each director, and disclosing the name of the directors that fall within the scale of pay propensity.

Note 9: It is mandated to disclose the total sum of various remunerations dispensed to each company director by all companies (including the company) stated in the consolidated financial statements, and disclosing the name of the directors
that fall within the scale of pay propensity.

Note 10: The after-tax net return refers to the most recent year’s after-tax net return; when adopting the International Financial Statement Reporting Criteria, the after-tax net retumn refers to the after-tax net retumn of an individual entity or
individual financial statements. All the companies on the consolidated financial report (including the Company and its subsidiaries) shall adopt International Financial Statement Reporting Criteria approved by Financial
Supervisory Commission starting from 2013. The Company's net after-tax return on the 2017 consolidated financial statement is NT$652,951 thousands.

Note 11:a. The column shall precisely enter the pertinent remuneration amount company directors collect from reinvested entities beyond the subsidiaries.
b.If company directors collect pertinent remunerations from reinvested entities beyond the subsidiaries, the remunerations company directors collect from reinvested entities beyond the subsidiaries shall be merged into the

remuneration scale table column J, and also change the column name to “all reinvested entities”.
¢.The remuneration refers to pay, remuneration (including remuneration for employee, director and supervisor) and expenses of executing business received by the Company’s directors who employ as director, supervisor or
manager in reinvested companies other than the subsidiaries.
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3.2 The remunerations of the supervisors
The Company has reelected the directors on its May 31, 2016 scheduled shareholders’ meeting, where the entire independent directors are to

form an audif committee, which is to replace the auditors’ fiduciary power, thus no remuneration will be dispensed to the auditors.

3.3 The remunerations of the president and the vice presidents
. . . . Year 2017
(3-2) The remunerations of the president and vice presidents Unit: NTD per thousand; shares
(by means of consolidated tally by scale by which to disclose the names) (except where the market value per share is indicated in NTD)
. . Bonus and special Employee bonus amount in the The percentage of the total sum of
WaNget(Az\) Retire meBr‘\t pension expense etc. (C) earnings distribution (D) the four items A, B, Cand Ctothe| Whether collecting
_ (Note 2) (B) (Note 3) (Note 4) after-tax net retum (%) (Note9) | remuneration from
Title Name All companies All companies All companies|  The company | All companies in the All companies |~ reinvested entities
The inthe financial|  The  [inthe financial| ~ The |in the financial financial statements (Note 5) The company | ™ the financial beyond the subsidiaries
company | statements | company | Statements | company | statements |Cash bonus Eé%ﬂé Cash bonus | Stock borgus PaNY | ™ statements (Note 10)
(Note 5) (Note 5) (Note 5) amount | gmount | @mount amoun (Note 6)
Chairman doubling as
CEQ, also as subsidiary Su.n g K?O'
president Hsin-Ming
President Lin, Yue-Yeh
Chen
Group GM Jian-Tsuen
(Note 10)
Group VGM | WeiJian-Ming| 51908 | 54,916 918 918 3149 | 3149 | 8740 0| 8740 0| 991% 10.37% None
Huang
Divison GM Zhong-Wen
(Note 11)
L Chang Ruei-Ru
Divison GM (Note 11)
- Li Ruei-Wen
Divison VGM (Note 12)
GM Finance | Hsieh Ming-Ju
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Remuneration Scale Table

Year 2017
The remunerations dispensed to each individual Name of the president and vice presidents
company president and vice presidents The company (Note 6) All companies stated in the financial statements (Note 7) (E)
Up to $2,000,000 Nil Nil
$2,000,000 (inclusive) ~ $5,000,000 (preclusive) Nil Nil
$5,000,000 (inclusive) ~ $10,000,000 (preclusive) Huang Zhong-wen, Wei Jian-ming, Chen Jian-tsuen, | Huang Zhong-wen, Wei Jian-ming, Chen Jian-tsuen, Chang
Chang Ruei-ru, Li Ruei-Wen (Note 10), Hsieh Ming-ju Ruei-ru, Li Ruei-Wen (Note 10), Hsieh Ming-ju
$10,000,000 (inclusive) ~ $15,000,000 (preclusive) Sung Kao, Hsin-Ming, Lin, Yue-Yeh Sung Kao, Hsin-Ming, Lin, Yue-Yeh
$15,000,000 (inclusive) ~ $30,000,000 (preclusive) Nil Nil
$30,000,000 (inclusive) ~ $50,000,000 (preclusive) Nil Nil
$50,000,000 (inclusive) ~ $100,000,000 (preclusive) Nil Nil
Over $100,000,000 Nil Nil
Total 8 8

* Regardless of the position, all positions comparable to that of the president and vice presidents (i.e. the chairman, CEO, director and so forth) shall all be disclosed.

*  As the content of the remunerations disclosed in the table varies from the concept of income by the Income Tax Law, thus the purpose of the table has been for the purpose of information disclosure, and is not intended for tax levy

purpose.

Note 1: The name of the president and vice presidents shall be itemized separately, and their respective payout amounts disclosed in a consolidated manner.  The directors doubling as the president or vice presidents shall fill out the table
and the preceding table (1-1) or (1-2).

Note 2: Which pertains to entering the most recent year’s president and vice presidents” wages, position stipends, resignation payouts.

Note 3: Which pertains to entering the most recent year’s president and vice presidents’ various bonuses, incentive payouts, travel stipends, special dispensed expenditures, various subsidies, dormitory, car allocation and related tangible
supply of goods and other remuneration amounts. When allocating with housing, car, other transportation means or exclusive personal expenditures, it shall disclose the nature of the asset allocated, the actual or market value
actuated rent, fuel and other payouts. Also when allocating with a driver, please include in the footnote explaining pertinent remuneration the company pays said driver, but excluding from the remunerations. Company Chairman
Kao,Hsiu-Ming is allocated with one leased company vehicle, which carries a monthly lease at NT$75,000 spanning from Jan. 1, 2017 to Dec 31, 2017; President Lin Yu-Yeh is allocated with one leased company vehicle, which
carries a monthly lease at NT$31,905 from Jan. 1, 2017 to Dec. 31 2017; Vice President Huang Zhong-Wen, Chang Ruei-Ru, Li Ruei-Wen, Wei Jian-ming and Chen Jian-Tsuen are allocated with one leased company vehicle,
which carries an average monthly lease at NT$155,541 from Jan. 1, 2017 to Dec. 31, 2017.

Note 4:Which refers to when president and vice president who serve as employee receive employees' remuneration (including stock and cash), the percentage of employees' remuneration distributed based on the remuneration amount
approved by the board of directors this year. Those who unable to estimate the amount shall have this year's amount calculated based on last year's amount and to fill up the attached form 1-3. The after-tax net retum refers to the
most reclent year’s after-tax net return; when adopting the International Financial Statement Reporting Criteria, the after-tax net return pertains to the after-tax net return stated in the most recent year’s individual entity or individual
financial statements.

Note 5: It is mandated to disclose the total sum of various remunerations dispensed to company president and vice presidents by all companies (including the company) stated in the consolidated financial statements.

Note 6: The total sum of various remunerations the company dispenses to each president and vice president, and disclosing the name of the president and vice presidents that fall within the scale of pay propensity.

Note 7: It is mandated to disclose the total sum of various remunerations dispensed to each company president and vice president by all companies (including the company) stated in the financial statements, and disclosing the name of the
president and vice presidents that fall within the scale of pay propensity.

Note 8: The after-tax net return refers to the most recent year’s after-tax net return; when adopting the International Financial Statement Reporting Criteria, the after-tax net return refers to the after-tax net return of an individual entity or
individual financial statements. All companies (including the company) in the consolidated financial statements have since 2013 begun to adopt the International Financial Statement Reporting Criteria so recognized by the
Financial Supervisory Commission. The company’s 2017 individual financial statements after-tax net retumn is at NT$652,951 thousands.

Note 9:a. The column shall precisely enter the pertinent remuneration amount company president and vice presidents collect from reinvested entities beyond the subsidiaries.

b.If company president and vice presidents collect pertinent remunerations from reinvested entities beyond the subsidiaries, the remunerations company president and vice presidents collect from reinvested entities beyond the
subsidiaries shall be merged into the remuneration scale table column E, and also change the column name to “all reinvested entities”.

¢.The remuneration refers to pay, remuneration (including remuneration for employee, director and supervisor) and expenses of executing business received by the Company’s presidents and vice presidents who employ as director,
supervisor or manager in reinvested companies other than the subsidiaries.

Note 10: Mr. Chen Chien-Tun has on June 1, 2017 been promoted to Enterprise Group President.

Note 11: Mr. Huang Tsung-Wen and Chang Jui-Ju have on April 11, 2018 been promoted to Enterprise Division Presidents.

Note 12: Mr. Li Ruei-Wen has on February 1, 2017 been promoted to Enterprise Division Vice President.
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3.4 Name of the managers received the employee remuneration and the deployment of remuneration.

Year 2017
Unit: NTD per thousand; shares

(Except where the market value of each share is indicated in NTD)

Director, Finance &
Accounting Divison

Zhong Chi-Wen

Position Name Percent of the total amount to the
(Note 1 & Note 2) (Notel & Note 2) Stock Amount Cash Amount Total after-tax net return (%)
Chairman and CEO Su_ng K_ao,
Hsin-Ming
President Lin, Yue-Yeh
Chen Jian-Tsuen
Group GM (Note 5)
Group VGM Wei Jian-Ming
. Huang Zhong-Wen
Managers Divison GM (Note 6) 0 9,360 9,360 1.43%
Divison GM Cha(rEOTeug;-Ru
Divison VGM Li Ruei-Wen(Note 7)
GM Finance Hsieh Ming-Ju

Note 1: Individual's name and job title shall be disclosed. However, it is a must disclose the state of distributing profits. The Company's Board o

enumeration for above managers' employee remunerations.
Note 2:Which refers to when managers who serve as employee receive employees' remuneration (including stock and cash), the percentage of employees' remuneration distributed based on the
remuneration amount approved by the board of directors this year. Those who unable to estimate the amount shall have this year's amount calculated based on last year's amount. The
after-tax net return refers to the most recent year’s after-tax net return; when adopting the International Financial Statement Reporting Criteria, the after-tax net return pertains to the after-tax
net return stated in the most recent year’s individual entity or individual financial statements.
Note 3: Of the applicable scope of managers, as stipulated under the former Securities and Futures Management Council, Ministry of Economic Affairs March 27, 2003 Taiwan MOF Securities 111
No. 0920001301 directive, its scope is as follows:
(1) The president and those on the comparable level.
(2)The vice presidents and those on the comparable level.
(3)The senior managers and those on the comparable level.

(4)The finance department executives.
(5)Accounting department executives.

(6)Other individuals empowered with managing company affairs and as authorized signatories.
Note 4: Directors, president and vice president who have received employees' remuneration (including stock and cash) shall fill out attached form 1-2 and this form.

Note 5:
Note 6:
Note 7:

Mr. Chen Chien-Tun has on June 1, 2017 been promoted to Enterprise Group President.
Mr. Huang Tsung-Wen and Chang Jui-Ju have on April 11, 2018 been promoted to Enterprise Division Presidents.
Mr. Li Ruei-Wen has on February 1, 2017 been promoted to Enterprise Division Vice President.
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3.5 Analysis in a comparative explanation on the company and the combined statements of all companies on the amount of remunerations dispensed to
company directors, supervisors, president and vice presidents in percentage on the individual or individual financial statements in after tax percentage
analysis, and also explain the remunerations policy, standards and combination, remuneration formulation procedure, and its relevancy to the operating
performance and future risks

3.5.1.  Analysis on the most recent years in percentage
The percentage of the total remuneration amount to the after-tax return
Increase (decreased) percentage
o ltem Year 2016 Year 2017
Position
Consolidated : Consolidated
The company statements on all The company Consolidated statements The company statements on all

; on all companies ;
companies P companies

Directors 5.76% 6.10% 5.79% 6.05% 0.03% (0.05%)
Supervisors 0.18% 0.18% 9.91% 10.37% (1.03%) (1.16%)
D eaicent and vice 10.94% 11.53% 5.79% 6.05% 0.03% (0.05%)

The ratio of total remuneration paid by the Company and by all consolidated entities for directors, president and vice presidents to net income in
the last two years changed mainly due to the change in net income of the parent company.

3.5.2 The company’s remunerations policy, standards and combination, remuneration formulation equation, and its relevancy to the operating
performance and future risks

(1) The remuneration payout policy, standards and combination:

(1.1)The remunerations of the company’s directors and supervisors are paid according to Article 20 of the Company’s Articles of Incorporation,
where the remuneration distrl%utlon is proposed by the Board of Directors and reported at the Shareholders’ Meeting. Of the directors,
supervisors attendance travel stipends and the managers’ wage remunerations, it is reviewed and finalized by the wage remuneration council,
and voted before the management board.

(1.2) The remuneration for presidents and vice presidents can be divided into wage, bonus and employee remuneration. The wage bonus are
deliberated by the Compensation Committee and finalized by the Board of Directors. Employees’ remuneration is distributed based on the
K/Iomp_any’s operations and Articles of Incorporation, which shall be finalized by the Board of Directors and report at the Shareholders’

eeting.
(2) The remuneration formulation procedure:

The company directors and supervisors travel allowance stipends and the president and the vice presidents wage remunerations are reviewed and
finalized by the wage remuneration council, and voted before the management board.
(3) Its relevancy to the operating performance and future risks:

(3.1)Of company directors and supervisors who are entitled to the meeting attendance travel allowance stipends, the rest of whose remunerations
are tied to the earnings status in company operating performance by which to distribute the remunerations.

(3.2)Presidents and vice presidents’ remunerations shall be reviewed in accordance with the Company’s Rules Governing Performance Appraisal
and be used as an accordance of adjusting their wage. Employees’ remuneration shall, on the other hand, be finalized by the Board of
'E)Alreqtors according to the status of profit and the proportion stated in Articles of Incorporation, and then reported at the Shareholders’

eeting.
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4. Implementation of Corporate Governance

4.1 Board of Directors

A total of 12 meetings of the board of directors were held in the previousyear (2017). The
directors’ attendance status is as follows:

. Attendance By Attendance Rate
Title Name in Person Proxy in Person (%) Remarks
Ji Shuan Investment Co.
Chairman Representative: Sung Kao, 12 0 1009% I'\?/lea-elggl:tezdocig
Hsin-Ming Yol
Ji Shuan Investment Co.
Director Representative: Chuang, 10 2 83% Il\?/lee;elgtlztezdotig
Yen-Shan Y oL
Yi Wei Investment Co.
Director Representative: Lin, 10 2 83% I'\?/lea-elgitezdocig
Yue-Yeh Y oL
. Re-elected on
- 0
Director Ma ,Kuo-Peng 11 1 92% May 31, 2016
. . . . Re-elected on
- 0
Director Hsiao, Ming-Chih 11 1 929% May 31, 2016
. . Re-elected on
- o)
Director Cheng Jin-Chuan 11 1 92% May 31, 2016
. . . . Elected on
Independent Director | Lin, Hsiao-Ming 12 0 1009 May 31, 2016
. Re-elected
Independent Director | Wu, Chung-Pao 11 1 929% Meas gg,eZOcig
. Re-elected on
- 0
Independent Director | Lu, Zong-Jenn 11 1 929% May 31, 2016
Other matters to be disclosed :

1. If there are the circumstances referred to in Article 14-3 of Securities and Exchange Act and
resolutions of the directors’ meetings objected to by Independent Directors or subject to qualified
opinion and recorded or declared in writing, the dates of meetings, sessions, contents of motions, all
independents’ opinion and the Company’s response to independent directors’ opinion should be
specified: None.

2. If there is Directors’ avoidance of motions in conflict of interest, the Directors’ names, contents of
motions, causes for avoidance and voting should be specified:

(2.1) Regarding the discussion of Compensation Comm1ttee s proposal for “End-of-term Performance
Bonus” held by the Board of Directors on the11™ of January, 2017, as two directors — Miss Kao
Hsin-Ming and Mr. Lin Yu-Yeh — are also managers of the Company, they did not join the voting
to avoid conflict of interest. All of other directors have joined the meeting and passed the said
proposals.

(2.2) Regarding the discussion of Compensation Committee’s proIl)osal for “Mid-Term Bonus
Distribution of 2017” held by the Board of Directors on the 21" of September 2017, as two
directors — Miss Kao Hsin-Ming and Mr. Lin Yu-Yeh — are also managers of the Company, they
did not join the voting to avoid conflict of interest. All of other directors have joined the meeting
and passed the said proposals.

3. Measures taken to strengthen the functionality of the Board:

(3.1) Strengthen the functionality of the Board:
The Company has implemented the "Board of Directors Meeting Rules" in accordance with the
"Regulations Governing Procedure for Board of Directors Meetings of Public Companies.”
To reinforce corporate governance, the Company provides continuing education/training programs
to directors to strengthen their knowledge and capabilities on corporate governance.

(3.2) Improving information transparency
Financial information, resolutions on material issues, board meeting participation, and
director/supervisor ongoing education information are published on the Market Observation Post
System as required by relevant laws. The Company's business performance and product
information are also made accessible to the public on its website.

(3.3) Establishing Audit Committee
To enhance the governance system and strengthen the function of the board of directors of the
Company, Audit Committee was established in 2016 to replace supervisors’ duties. In accordance
with “Regulations Governing the Exercise of Powers by Audit Committees of Public Companies”,
the Company set up an “audit committee charter”.

~24~




Note 1: Where directors and supervisors are juridical persons, the name of judicial person shareholder and its representative shall
be exposed.

Note 2: (1) Where directors and supervisors resign the job before the end of the year, their date of resignation shall be noted down
in remarks. Their actual attendance rate (%), it shall be calculated by the number of Board of Directors meetings
during their employment and the number of times of their attendance.

(2) Where directors and supervisor are re-elected before the end of the year, it is a must to list the new and old directors
and / or supervisors and to note down the date of re-election and their status (old / new / reappointment) in
remarks.Their actual attendance rate (%), it shall be calculated by the number of Board of Directors meetings during
their employment and the number of times of their attendance.

4.2 Audit Committee or Attendance of Supervisors for Board Meeting

4.2.1. Audit Committee

A total of 7 meetings of the audit committee were held in the previous year (2016). The attendance status of
the members is as follows:

Actual
Title Name Attendance Attendance Rate (%) Remarks
(B) (B/A)(Note)
Independent . . .
_p Lin, Hsiao-Ming 12 100% Elected on 31 May 2016
Director
Independent
_p WU, Chung-Pao 11 929% Re-elected on 31 May 2016
Director
Independent
.p Lu, Zong-Jenn 11 92% Re-elected on 31 May 2016
Director

Other matters to be disclosed :

1. In the event of any of the following in the audit committee, the dates of audit committee meetings, sessions, contents of
motions, resolutions of the audit committee meetings and the Company’s response to audit members’ opinion should be
specified: None.

2. If there is independent directors’ avoidance of motions in conflict of interest, the independent directors’ names, contents
of motions, causes for avoidance and voting should be specified: None.

3.Communications between independent directors and the Company's chief internal auditor and CPA (e.g. the items,
methods and results of the audits of corporate finance or operations, etc.)

Independent directors regularly communicate with CPA to be fully informed of the Company’s audited financial
statements and accounting principles. The internal auditors also regularly report to the independent directors on the
functioning of internal controls, which provides supervisors with sufficient overview of the Company’s operations.

*Where Independent Director resign the job before the end of the year, their date of resignation shall be noted down in remarks. Their actual attendance rate (%), it shall be calculated by the number
of Board of Audit Committee  during their employment and the number of times of their attendance.

*Where Independent Director are re-elected before the end of the year, it is a must to list the new and old Independent Director and to note down the date of re-election and their status (old / new /
reappointment) in remarks.Their actual attendance rate (%), it shall be calculated by the number of Board off Audit Committee during their employment and the number of times of their
attendance.

*Audit Committee was established in 2016 to replace supervisors’ duties.
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4.3 Corporate Governance Implementation and
Companies”

its Deviations from “Corporate Governance Best-Practice Principles for TWSE/GTSM Listed

Item

Implementation Status (note 1)

Non-implementation and

Yes | No Summary Its Reason(s)
1. If the company has established corporate governance \% The company has established "Corporate Governance Practical Rules" None
policies based on “Corporate Governance Best-Practice based on the "Corporate Governance Best-Practice Principles for
Principles for TWSE/GTSM Listed Companies”, please TWSE/GTSM Listed Companies.” These practices are disclosed on the
describe any discrepancy between the policies and their Market Observation Post System and the Company’s website, which can
implementation. be easily accessed by shareholders and the public.
2. Shareholding Structure and Shareholders’ Rights (1) The Company has appointed a spokesperson, a PR person and stock | None
(1) Method of handling shareholder suggestions or V affair specialists to handle shareholder suggestions or complaints. In
complaints addition, the Company also established columns for shareholders
and stakeholders on its website to facilitate the communication.
(2) The company’s possession of a list of major V (2) The Company tracks the shareholdings of major shareholders by its
shareholders and a list of ultimate owners of these designated department and persons and report to the competent
major shareholders authority in accordance with relevant regulations.
(3) Risk management mechanism and “firewall” between | V (3) The company and each of its affiliated enterprises operate
the company and its affiliates independently from each other. The subsidiaries are governed by the
internal control system, the "Finance and Business Policy for Group
Members and Related Parties,” and the "Subsidiary Management
Policy.”
(4) Internal regulation to prevent insider trading \% (4) The company has established “Information Disclosure and Insider
Trading Prevention Procedure” and “Ethical Corporate Management
Principle” and addressed them to insiders regularly through
educational programs.
3. Composition and Responsibilities of the Board of Directors (1) The Company has established "Corporate Governance Practical None
(1) The diversity of board members \% Rules" specifying that the composition of board of directors should
consider the diversity of knowledge and capabilities. Our directors
have specialties in different domains, such as operation, accounting
(2) The establishment of other functional committees and management that fulfills our operation needs.
beside of Compensation Committee and Audit \% (2) Beside Compensation Committee in accordance with law, Audit
Committee Committee was set up in 2016 to execute supervisors’
responsibilities.
(3) The Company has established “Board Performance Evaluation
Rules” specifying the obedience of board discussion and the indexes
(3) Board Performance Evaluation and Director Appraisal | V regarding convention of board meetings, attendance status and

continuing education/training status. The evaluation is performed
after the year end according to the indexes specified.

(4) The Company regularly evaluates the independence and suitability
of external auditors, examining whether they pay the directors,
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(4) Regular evaluation of external auditors’ independence

supervisors, shareholders of the Company or not, and confirming
that they are not interested parties. The assessment of the
independence and suitability of the external auditors is also reported
to the board meetings and approved by the audit committee. If
necessary, the external auditors may be invited to attend the board
meetings to ensure their independence and suitability. External
auditors should avoid conflicts of interest against assignments or
themselves, and its rotation should follow relevant rules.

Does a listed company establish full (part)-time
governance units or personnel in charge of governing
relevant matters (including but not limited to providing
directors and supervisors with the information to do their
business, holding board meetings and shareholders’
meetings in accordance with law, dealing with company
registration and change of registration, making the minutes
of board meetings and shareholders’ meetings?

Executive Strategy Office is responsible for corporate governance, and
some associated units may provide directors and supervisors with the
information to do their business, hold board meetings and shareholders’
meetings in accordance with law, deal with company registration and
change of registration, make the minutes of board meetings and
shareholders’ meetings, etc.

Communication Channel with Stakeholders The Company has designated PR Department to handle stakeholders’ None
complaints and suggestions promptly. The Company also set up
Stakeholder Center on its website that the issues brought up by
stakeholders will be handled and replied on a case by case basis, as
needed.
Share Transfer Agent and Registrar In addition to its own stock affairs specialists, the Company also has None
appointed “KGI Securities” as the share transfer agent and registrar.
Information Disclosure None
(1) Establishment of a corporate website to disclose (1) The Company’s financials, business and corporate governance status
information regarding the Company’s financials, are published on the Market Observation Post System regularly. The
business and corporate governance status Company fully discloses business and financial information on its
official website, including monthly revenue, financial statements,
corporate governance, etc.
(2) Other information disclosure channels (e.g., (2) The Company has designated a responsible person of Finance &
maintaining an English-language website, appointing Accounting Division to handle information collection and disclosure
responsible people to handle information collection and has appointed a spokesperson.
and disclosure, appointing spokespersons, webcasting
investors conference)
Other important information to facilitate better (1) Employee rights: The process of recruitment is open and fair. None

understanding of the company’s corporate governance
practices (e.g., employee rights, employee wellness,
investor relations, supplier relations, rights of stakeholders,
directors’ training records, the implementation of risk
management policies and risk evaluation measures, the
implementation of customer relations policies, and

Employees are provided with benefits such as health checkups and
insurance. The rights of handicapped and aboriginal employees are
under well protection.

(2) Employee wellness: The Company provides employees with a fair
working environment and an organized training system for career
development.
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purchasing insurance for directors): (3) Investor relations: The Company has devoted to enhance internal
communication and informatization. Meanwhile, a platform to
communicate with investors and to improve transparency has been
established as a mechanism of dual communication between
investors and the management.

(4) Supplier relations: To fulfill the social responsibility, the Company
has assisted suppliers to build up environmental protection, safety
and hygiene management system, industrial safety evaluation rules
and high-risk operations skills certification system.

(5) Rights of stakeholders: “Related-party Transaction Procedure” has
been established to protect the Company’s and stakeholders’ rights.
Purchase Agreements are signed with all suppliers to assure mutual
relationship and rights.

(6) Directors’ and supervisors’ training records: The Company provides
directors and supervisors with information concerning regulatory
requirements and developments from time to time. Directors and
supervisors also attend training programs on corporate governance
topics.

(7) Implementation of risk management policies and risk evaluation
measures: Internal control system, managing regulations and
accounting systems are established and implemented under
supervision of internal auditors, board of directors and supervisors.

(8) Customer relations policies: The Company has obtained 1SO 9001
and 1SO 14001 certification and continuously provides products and
services in a high quality. Strict compliance with contracts and
customers’ rights are assured.

(9) Purchasing insurance for directors and supervisors: From 2014 the
Company has taken out liabilities insurance for directors,
supervisors and officers pursuant to the shareholder resolution,
which can reduce risks resulting from fault and misconduct by
directors, supervisors and officers.

As regards the assessment conducted by Taiwan Stock Exchange Corporate Governance Center for the most recent year, please illustrate things that have been improved and

provide solutions to those that need to be strengthened.(If the company is not in the assessment list, please ignore this item.

In accordance with Taiwan Securities Exchange Corporation has on April 14, 2017 announced of the “third term public listed, over-the-counter traded enterprise companies’

governance evaluation” findings, the Company is ranked at between 6% ~20% among public listed companies, and of items not reaching the evaluation indicators, the Company

has sought improvement gradually, which are described below:

1.The Company 2017 scheduled shareholders’ meeting’s agenda handbook and meeting supplemental data has been uploaded to the Market Observation Post, thirty days prior to
convening the scheduled shareholders’ meeting.

2.The Company has on May 25 and Dec 22, 2017 been invited (staged) a corporate investor’s presentation.

3.The Company has begun to adopt electronic balloting at its 2018 scheduled shareholders’ meeting.

Note 1: Whether “Yes” or “No” has been selected for the implementation status, a description shall be made in the summary.
Note 2: Here the “corporate governance evaluation” refers to the evaluation conducted by the Company itself according to the Company’s governance self-evaluation items, which shall be reported and described by the
Company based on their operating and execution status.
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4.4 Composition, Responsibility and Operations of Compensation Committee

(1) Information on Compensation Committee Members

Apr. 1, 2018
Meet the Following Professional Qualification Requirements, Independence Criteria
Together with at Least Five Years Work Experience (Note 2) Number of Other
An Instructor or Higher Position A Judge, Public Have Work Experience Taiwanese Public
i in a Department of Commerce, | Prosecutor, Attorney, Certified Public in the Area of Companies
Title Name Law, Finance, Accounting, or | Accountant, or Other Professional or Commerce, Law, Concurrently Serving Remarks
(Note 1) Other Academic Department | Technical Specialists Who Has Passed| Finance, or Accounting, 11213lals|6|7!|8]| asaCompensation (Note 3)
Related to the Business Needs of| a National Examination and Been | or Otherwise Necessary c : pM ber i
the Company ina Public or | Awarded a Certificate in a Profession | for the Business of the ommittee Member in
Private Junior College, College |  Necessary for the Business of the Company Taiwan
or University Company
'L’)’i‘:ggfonrde”t u, Chung-Pao il Nil v viviviviviviv]v 1 N/A
independent LU, Zong-Jenn Nil Nil v viviviviviviviv 1 NIA
Director (Note 4)
Other Chao, Rong-Shiang Nil Nil v VIivVIV|IV|IV|IVIVI|V 0 N/A

Note 1: Enter Director, Independent Director or Other in the Position column.
Note 2: Please tick the corresponding boxes if the committee members have been any of the following during the two years prior to

bei

ng elected or during the term.

(1) Not an employee of the Company or any of its affiliates.

(2) Not a director or supervisor of the Company or any of its affiliates. The same does not apply, however, in cases
where the person is an independent director of the Company, its parent company, or any subsidiary in which the
Company holds, directly or indirectly, more than 50% of the voting shares.

(3) Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children,
or held by the person under any other's name, in an aggregate amount of 1 percent or more of the total number of
issued shares of the Company or ranking in the top 10 in shareholding.

(4) Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any
of the persons in the preceding three subparagraphs.

(5) Not a director, supervisor, or employee of a corporate/institutional shareholder that directly holds five percent or more
of the total number of issued shares of the company or ranks as one of its top five shareholders;

(6) Not a director, supervisor, officer, or shareholder holding 5% or more of the shares of a specified company or
institution that has a financial or business relationship with the Company.

(7) Not a professional individual who, or an owner, partner, director, supervisor, or officer of a sole proprietorship,
partnership, company, or institution that, provides commercial, legal, financial, accounting services or consultation to
the Company or to any affiliate of the Company, or a spouse thereof.

(8) Not been a person of any conditions defined in Article 30 of the Company Law.

(2) The Compensation Committee’s duty is to establish and review the evaluation

and compensation policies of the Company’s directors of the board, supervisors
and executives and to report its suggestions to the board of directors.
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(3) Information on Operations of Compensation Committee
(3.1) The Compensation Committee consists of 3 members.
(3.2) The first session of current committee: From Dec 22, 2011 to Jun 16, 2013.
The second session of current committee: From Jun 20, 2013 to Jun 10, 2016
The third session of current committee: From June 8, 2016 to June 7, 2019.
In 2017, Compensation Committee held 3meetings(A). The Committee members’ attendance status

is as follows:
Attendance Rate
Title Name Attendanc By in Person (%) Remarks
einPerson | Proxy (B/A)(Note)

. WU, 0 Re-elected on June 8,

Chairman CHUNG-PAO 3 0 100% 2015
Member | LU, ZONG-JENN | 3 0 100% | he-electedondunes,
CHAO, 0 Re-elected on June 8,

Member | RONG-SHIANG 3 0 100% 2015

Other matters to be disclosed :

1. If the board of directors declines to adopt, or modifies a recommendation of the remuneration committee,
the date of the Board of Directors meeting, term, content of motions, board resolution results and
Company handling of remuneration committee opinions shall be specified. (if the compensation approved
by the Board of Directors exceeds that proposed by the remuneration committee, the circumstances and
cause of the difference shall be specified): None.

2. If any committee member has an objection or qualified opinion together with a record or written statement
regarding a remuneration committee resolution, the remuneration committee date, term, content of
motions, all members opinions and how the opinions were handled shall be specified: None.

Note: (1) Where directors and supervisors resign the job before the end of the year, their date of
resignation shall be noted down in remarks. Their actual attendance rate (%), it shall be
calculated by the number of Board of Directors meetings during their employment and the
number of times of their attendance.

(2) Where directors and supervisor are re-elected before the end of the year, it is a must to list the
new and old directors and / or supervisors and to note down the date of re-election and their
status (old / new / reappointment) in remarks. Their actual attendance rate (%), it shall be
calculated by the number of Board of Directors meetings during their employment and the
number of times of their attendance.
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4.5 Implementation of Social Responsibility

Implementation Status Deviation from “Corporate Social
Item _Responsibility Best Practice
Yes No Summary Principles for TWSE/GTSM Listed
Companies” and reason(s)
1. Implementation of Corporate Governance None
(1) Corporate social responsibility policy \% (1) The Company has corporate social responsibility best practices principles
and performance evaluation and continues to carry out corporate social responsibility in the spirit of
“Integrity, Careness, Profession, Innovation, Dedication and Cooperation.”
The Company begins to receive guidance for recognition from 2015 to
further fulfill its corporate social responsibility. The company is expected to
maximize the performance of its social responsibilities through external
audit procedures like SA8000.
(2) Regular training and promotion of \% (2) Information on corporate social responsibility is promoted through various
corporate ethics channels, including meetings, internet or training programs on topics such
as regulatory compliance, information safety, environmental protection,
industrial safety and hygiene management.
(3) Dedicated organization for the V (3) Executive Strategy Group is responsible for corporate social responsibility
promotion and execution of corporate planning and implementation. Executions carried out by all departments are
social responsibility in compliance with corporate social responsibility best practices principles.
Executive Strategy Group examines execution results, issues corporate
social responsibility report and presents to the board of directors.
(4) Integration of corporate social \% (4) The compensation and benefits policies are established by Human Resource
responsibility with the employee & Administration Division and Compensation Committee, which are
performance appraisal system designed to maintain the Company’s competitiveness in employee
recruiting and retention. The Company’s reward and discipline system are
linked to yearly performance appraisal which affects employees’ wage raise
and promotion.
The Company was selected to be one of the component stocks of “Taiwan
High Compensation 100 Index”, reflecting the fulfillment of corporate
social responsibility and profitability.
2. Sustainable Environment Development None
(1) Commitment to improving resources V (1) The Company has launched the first “Solar battery partial selected emitter
utilization and the use of renewable laser processing machine” in Taiwan which can improve the efficiency of
materials solar batteries. The implementation of electronic document system and the
adoption of LED lighting and inverter air conditioners also contribute to
energy efficiency and carbon reduction.
(2) Environmental management system \% (2) The Company has obtained 1ISO 9001 and ISO 14001 certification and implemented
designed to industry characteristics OHSAS 18001. Policies in relation to safety management are established as required
by government, such as Safety in Production Rules, Personal Protective Equipment
Management Rules and Emergency Response Rules.
(3) Company strategy for climate change, (3) To minimize the impact of operations on the environment, the Company has adopted
energy conservation and greenhouse \% a series of practices, such as LED lighting adoption, chillers adjustment, chilled water
gas reduction pumps replacement, etc.. In the meantime, it has promoted carbon reduction and
greenhouse gas inspection to continuously monitor power consumption facilities to
reduce impacts caused by its operations to the natural environment.
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Item

Implementation Status

Deviation from “Corporate Social
Responsibility Best Practice

Yes No Summary Principles for TWSE/GTSM Listed
Companies” and reason(s)

3. Promotion of social welfare None

(1) Compliance with labor regulations, \Y (1) The Company strictly complies with government laws and regulations. The
international recognized human right process of recruitment is open and fair. The rights of handicapped and
principles, and appropriate management aboriginal employees are under well protection.
measures and procedures

(2) Mechanism and channels of employee \% (2) Employees can express their opinions through internal communication.
appeals Multiple channels are maintained for employee appeals, including direct

contact with supervisors, employee communication mail box and quarterly
tea parties. Sexual harassment complaints are processed according to
Sexual Harassment Prevention Policy. Employees are well-informed of
relevant information and events through internal website and newsletter.

(3) Safety and health in working V (3) The Company provides a fair, appropriate and safe working environment to
environment, and the condition for employees in compliance with government laws and regulations. The
providing periodical safety and health physical working environment is examined every year to ensure a healthy
training to employees environment. Breastfeeding rooms are provided to meet female employees’

needs. To enhance knowledge of health and to prevent occupational
injuries, health checkups and seminars are regularly held.

(4) Mechanism of periodical V (4) Employees can express their opinions through tea parties and employee
communication with employees, and communication mail box. Employees are well-informed of relevant
reasonable notice measures regarding information and events through internal website and newsletter.
significant operational changes which
might cause significant impacts to
employees

(5) Effective capabilities development \Y/ (5) Different employee career development structure and capabilities training
program for employees programs are designed based on the function and the level of employees.

Employee trainings are achieved through subsidies, authorization, on-job
instructions and coursed.

(6) Consumer rights policy and consumer \% (6) The Company has established “After-Sales Services Procedure,” “Customer
complaints processing procedure Satisfaction Procedure,” “Returned Goods and Customer Complaints

Procedure,” and “Prevention and Correction Procedure.” When a customer
complaint is filed, the responsible department follows relevant procedures
and takes appropriate actions. The Company strictly complies with
contracts signed with customers and dedicates to build up mutual
communication mechanism with customers.

(7) Compliance with products and services | V (7) The Company has obtained ISO 90001 certification, and the product
marketing and labeling regulations and labeling follows “Outgoing Product Control Procedure” and “Outgoing
international standards Product Inspection Standard.” Government regulations and industry

(8) Evaluation of suppliers standards are complied with to assure the quality of products and services.

\% (8) The Company evaluates suppliers according to “Suppliers Control

Procedure” and investigates into suppliers’ social responsibility status and
records before deal. Tracks and appraisals are performed periodically after
deal. The Company has also assisted suppliers to build up environmental
protection, safety and hygiene management system, industrial safety
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Implementation Status Deviation from “Corporate Social
Item Responsibility Best Practice
Yes No Summary Principles for TWSE/GTSM Listed
Companies” and reason(s)
(9) Actions taken when major suppliers evaluation rules and high-risk operations skills certification system.
violate corporate social responsibility \% (9) Any contract signed with major suppliers has to be previewed by legal
policy personnel. Suppliers violating corporate social responsibility policy will be
debarred from future cooperation.
4. Enhancement of Information Disclosure \Y The Company has disclosed relevant information on the official website and None
(1) Disclosure of corporate social published on the Market Observation Post System in accordance with
responsibility related information with regulations.
significance and reliability

5. If the company has established its corporate social responsibility code of practice according to “Listed Companies Corporate Social Responsibility Code of Practice”, please describe
the operational status and differences:
The Company has followed corporate governance related operations to set and implement “Listed Companies Corporate Social Responsibility Code of Practice”.

6. Other important information to facilitate better understanding of the company’s implementation of corporate social responsibility:
The information of the Company’s implementation of corporate social responsibility has been disclosed in “Corporate Social Responsibility Report” published on the official
website.

7. Other information regarding “Corporate Social Responsibility Report” which is verified by certification bodies: None

Note 1: Whether “Yes” or “No” has been selected for the implementation status, a description shall be made in the summary.
Note 2: Company that has made corporate social responsibility report shall note down the method of checking its corporate social responsibility report and page of index in the section of “Summary” for replacement.

4.6 Implementation of Corporate Conduct and Ethics

Implementation Status Deviation from “Corporate
Conduct and Ethics Best
Item Practice Principles for
Yes | No Summary TWSE/GTSM Listed
Companies” and reason(s)

1. Establishment of Corporate Conduct and None
Ethics Policy and Implementation Measures
(1) The company’s guidelines on corporate

conduct and ethics are provided in \% (1) “Integrity, Careness, Profession, Innovation, Dedication and Cooperation” is the

internal policies and disclosed publicly. Company’s most important core value. The Company has established the Code of

The Board of Directors and the “Ethics and Business Conduct” and is committed to acting ethically in all aspects of

management team demonstrate their our business. For conflicts of interest avoidance, directors must recuse themselves

commitments to implement the policies. from discussion and voting on issues in which they have a direct personal or

pecuniary interest.

(2) The company establishes relevant \% (2) The Company has established the Code of “Ethics and Business Conduct” and

policies for preventing any unethical formed the corporate culture based on integrity. The prevention of unethical conduct

conduct. The implementation of the and its penalty are clearly stated in the Company’s service regulation, employment

relevant procedures, guidelines, contract and Reward and Discipline Policy. The Company also provides employee

disciplines and appealing mechanism appealing mechanism that accepts complaints through a mail box.

are provided in the policies.
(3) The company establishes appropriate (3) The Company is in compliance with “Corporate Conduct and Ethics Best Practice

measures for preventing bribery and \% Principles for TWSE/GTSM Listed Companies.” The management regularly audits

illegal political contribution for higher and reviews the compliance status to prevent unethical conduct. For higher potential
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Item

Implementation Status

Deviation from “Corporate
Conduct and Ethics Best
Practice Principles for

Yes | No Summary TWSE/GTSM Listed
Companies” and reason(s)
potential unethical conduct in the unethical conduct, promotion on ethics is addressed to employees and related
relevant policies. persons. Any delivery of gifts has to be cautiously evaluated and approved.
2. Corporate Conduct and Ethics None
Compliance Practice
(1) The company shall prevent doing \% (1) The Company performs credit verification on new suppliers, vendors and partners to
business with whomever has unethical understand their ethical records. All business contracts have to be previewed by the
records and include business conduct legal personnel and contain clauses of contract termination and penalty as a result of
and ethics related clauses in the unethical conduct.
business contracts.
(2) The company sets up dedicated unitin | V (2) The Company has not yet established a unit that promotes Ethics and Business
charge of promotion and execution of Conduct. However, while conducting business, departments of the Company shall
the company’s corporate conduct and follow “Ethics and Business Conduct”. The Executive Strategy Office shall also
ethics. The board of directors supervise to ensure if the departments have violated the said Conduct. Any matter
supervises such execution and that is found violating the said Conduct shall be reported to directors at Board of
compliance of the policies. Director Meeting.
(3) The company establishes policies to V (3) Directors must rescue themselves from discussion and voting on issues in which
prevent conflicts of interest and they have a direct personal or pecuniary interest.
provides appropriate communication
and complaint channels.
(4) The company establishes effective V (4) The company has established accounting and internal control systems, and the
accounting and internal control systems systems are reviewed at all times to ensure conformation with regulations and
for the implementation of policies, and operation needs. Internal auditors regularly audit the execution and report to the
the internal auditors audit such board of directors.
execution and compliance.
(5) Internal and external training programs | V (5) The Company regularly promotes corporate conduct and ethics policies, principles
on corporate conduct and ethics and corporate values to employees. The results of unethical conduct are will be
carried out according to a clear and effective reward and discipline mechanism.
3. Operational Status of Reporting None
Mechanism
(1) The company establishes reporting \% (1) The Company has explicitly specified the Company’s reporting channel and reward
and reward system as well as system in its Ethics and Business Conduct Regulations Governing the Management
convenient reporting channels and and Communication of Corporate Social Responsibility and Reward and Discipline
designates an appropriate person in Policy, where reporter may conduct the report anonymously and the Company shall
charge keep the confidentiality on reporter information and reported content. A reporting
mailbox is established under and managed by Human Resources & Administration
Division. The mailbox related information shall be announced on the Company’s
(2) The standard of procedure for internal website and be propagated in trainings for new employees.
processing ethical irregularities V (2) In order to solve problems at work, communicate and improve efficiency, a mail box




Implementation Status Deviation from “Corporate

Conduct and Ethics Best

Item Practice Principles for
Yes | No Summary TWSE/GTSM Listed

Companies” and reason(s)

reporting and the confidentiality has been maintained to receive employee opinions and complaints. The procedure of
reporting includes:

A.  Anemployee can file complaints in writing for any suggestions on the
Company’s policies and administrative measures, or any impairment to
employees’ rights and improper treatment without reasonable responses from
his department.

B.  The appeal should be sealed up and delivered to the President directly by
Human Resources & Administration Division in confidential class.

The investigation on the reporting should be processed cautiously and kept
confidential. Sexual harassment complaints are processed according to Sexual
Harassment Prevention Policy.

(3) Measures to protect reporters \% (3) The opinions received through employee communication mail box directly go to the
top management. The process of reporting is under control of the Company’s
information safety system. Violation of confidentiality will be judged according to
the reward and discipline system.

4. Information Disclosure None
(1) Disclosure of corporate conduct and V The Company has disclosed information of corporate conduct and ethics on the official
ethics policies and such execution on website and published on the Market Observation Post System.

the company’s website and the Market
Observation Post System

5. If the company has established the Code of “Ethics and Business Conduct” based on “Corporate Conduct and Ethics Best Practice Principles for TWSE/GTSM Listed Companies”,
please describe any discrepancy between the policies and their implementation:
The Company has already stipulated Ethics and Business Conduct and implemented it accordingly.

6. Other important information to facilitate better understanding of the company’s corporate conduct and ethics compliance practices:

(1) The Company provides promotion and training programs on service regulations to employees to facilitate employees’ better understanding of the Company’s determination,
policies, prevention measures on corporate conduct and ethics as well as the results of violation.

(2) Suppliers, vendors and partners are required to follow the Company’s service regulation and to report the violation or unethical conduct of the Company’s employees.

(3) Please refer to the section of “Implementation of Corporate Social Responsibility” in this annual report and “Corporate Social Responsibility Report” on the official website for
more information.

Note 1: Whether “Yes” or “No” has been selected for the implementation status, a description shall be made in the summary.

4.7 Principles and relevant regulations on corporate governance of the Company can be found at the official website http://www.mich2b.com. Please refer to the
section of “Implementation of Corporate Governance” in this annual report.

4.8 Other important information to facilitate better understanding of the company’s corporate governance: None
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4.9 Internal control system executio
4.9.1. Internal control statement

Marketech International Corp.
Internal Control Statement

Date: February 24™, 2018

Based on the results of examination from the 2017 internal control system of the company,
the following are stated:

V.

The company is ascertain of the establishment, implementation and maintenance of the
internal control system of the company in terms of the responsibilities of the board of
director and the managers as the company has already established such system. The
objective is to, within a reasonable range, ensure operation results and efficiency
(including profitability, performance and the protection of asset safety); the reliability,
timeliness and transparency of reports; and compliance of relevant rules and
regulations.

There are still natural limitations of the internal control system regardless of the
comprehensiveness of the design. The effectiveness of the internal control system can
only provide reasonable guarantees to the goal-achievement of the three
aforementioned objectives; also, due to the environmental and situational changes, the
effectiveness of the internal control system may alter. Still, the internal control system
of the company is set with a self-supervision mechanism. Once the defect is detected,
the company will adopt a corrective action for modification.

With the reference of the content of determination within the “Guidelines of the
Internal Control System of Public Company” (hereinafter referred to as “the
Guideline™), the effectiveness of the design and the implementation of internal control
system shall be determined. The evaluation items that the Guidelines has adopted for
internal control refers to the management and control process, where the internal
control system is divided into five constituents: 1. Environment control; 2. Risk
assessment; 3. Control operations; 4. Information and communication, and; 5.
Supervision. Each constituent would contain several other items. For the
aforementioned items, please refer to the regulations of the Guideline.

The Company has already adopted aforementioned internal control assessment items to
evaluate the design of internal control system and the efficiency of implementation.

V. Based on the results of aforementioned assessment, the Company believes that the

VI.

internal control system (including the supervision and management of subsidiaries) it
has adopted on the 31% of December 2017 ensures an effective design and
implementation of relevant internal control measures, where the objectives of
understanding the operation results and efficiency, providing reliable, on-time and
transparent reports, and ensuring the compliance of relevant rules and regulations can
all be reached.

This statement will become the main content of the annual report of the company and
an open statement for the public. In the event of any faking or illegal situations of the
aforementioned content, it shall be obliged with the legal responsibilities stated in
Article 20, 32, 171 and 174 of Securities and Exchange Act.

VII.This statement was approved by the board on February 24™, 2018 with the presence of

9 directors without any objection. The rest also agreed with the content of the
statement.

Marketech International Corp.

Chairman of the board: Sung Kao, Hsin-Ming
Signature:

General Manager: Lin, Yue-Yeh
Signature:
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2. Accountant is entrusted to inspect the internal control system shall disclose the inspection reports of
the accountant: None.

4.10 For the last date of the annual report printing of the closest year, there is punishment, main
defect and improvement situations for the internal staff due to violation of the law or internal
control regulations: None.

4.11 For the last date of the annual report printing of the closest year, there were important
resolutions of the shareholders and board of directors.

4.11.1. Important Resolutions at Shareholders’ Meeting

Date

Resolutions

2017/05/26

1.

Recognized company 2016 operating report and financial report proposal.
State of implementation: voted and approved before the 2017 shareholders’ meeting.
Recognized company 2016 earnings distribution proposal.

State of implementation: a resolution voted before the 2017 shareholders’ meeting approving for distributed
cash dividend of NT$2.2 per share, with cash dividend having been distributed as of July 26, 2017.

Approved amending company “endorsement, guarantee operating procedure” proposal.

State of implementation: a resolution has been approved before the 2017 shareholders’ meeting, with
relevant matters having been executed per the amended endorsement, guarantee operating procedure.

Approved amending company “capital lending to other operating procedure” proposal.

State of implementation: a resolution has been approved before the 2017 shareholders’ meeting, with
relevant matters having been executed per the amended capital lending to others operating procedure.

Approved amending company “acquiring or liquidating asset processing procedure” proposal.

State of implementation: a resolution has been approved before the 2017 shareholders’ meeting, with
relevant matters having been executed per the amended acquiring or liquidating asset processing procedure.

4.11.2. Important Resolutions at Board of Directors’ Meeting

Date Resolutions
2017/01/04 1. Approved company reinvesting US$3 million proposal in China’s Nanjing area.
2017/01/11 1. Approved company wage remuneration committee-voted managers’ 2016 yearend and performance bonus
proposal.
2. Approved company promoting Lee Ruei-wen as vice president proposal.
3. Approved company offering project co-guarantee proposal to its subsidiaries Mic-Tech Electronics
Engineering Corp. and Mic-Tech (Shanghai) Corp., Ltd.
2017/02/20 1. Approved company 2016 individual financial report and consolidated financial report proposal.
2. Approved company 2016 operating report proposal.
3. Approved company 2016 director, auditor and employee remuneration distribution proposal.
4. Approved company 2016 earnings distribution proposal.
5. Approved company 2016 internal control affidavit proposal.
6. Approved company 2016 authenticating certified public accountant and its CPAs office’s independent review
proposal.
7. Approved amending company “endorsement, guarantee operating procedure”, “capital lending to others
operating procedure” and “acquiring and liquidating asset processing procedure” proposal.
8. Approved amending company “information disclosure and insider trading prevention operating procedure”,
“company governance practical implementation guideline”, “ethical conduct criteria”, “business honest
management guideline”, “applying for temporary suspension and resumption trading operating procedure”,
“stakeholder trading process management measures” and “wage remuneration committee’s organization
chapter” proposal.
9. Approved amending company “internal control system”, “internal audit implementation details” and “internal
self-evaluation measures” proposal.
10. Approved company 2017 scheduled shareholders’ meeting’s convening date, convening reason proposal.
11. Approved company capital pending proposal to its subsidiary Marketech Int’l Sdn. Bhd.
12. Approved company increasing investment amount proposal to its Myanmar subsidiary Marketech Integrated
Manufacturing Co., Ltd.
13. Approved company offering bank financing line of credit guarantee proposal to its subsidiaries Mic-Tech

(Wuxi) Co., Ltd., Marketech Integrated Pte. Ltd., Mic-Tech (Shanghai) Corp., Ltd., Mic-Tech Electronics
Engineering Corp.

~37~




Date

Resolutions

14.

Approved company 2017 financial budget and consolidated financial budget proposal.

2017/03/31 1. Approved appointing CPAs Chang Shu-Chiung, Weng Shih-Jung of PwC Taiwan to underwrite company
financial statement audit work.
2. Approved company 2017 authenticating CPA and its CPAs office’s independent review.
2017/04/12 1. Approved new share issue proposal for converting company-issued local third unsecure convertible corporate
bonds into common shares.
2. Approved company reinvesting in its subsidiary Marketech Integrated Pte. Ltd. proposal.
3. Approved company reinvesting in its subsidiary Nan Tong Jian Rui Optoelectronic Technology Inc proposal.
2017/05/02 1. Approved company offering bank financing line of credit guarantee proposal to its subsidiaries Mic-Tech
(Shanghai) Corp., Ltd., Mic-Tech Electronics Engineering Corp., and Mic-Tech (Wuxi) Co., Ltd.
2. Approved company bank financing line of credit proposal.
3. Approved company offloading its shareholdings held in Ares Green Technology Corporation proposal.
4. Approved company acquiring the plant in Tainan Science Park proposal as tendered by Aviso Tech Inc.
5. approved company investing in three Malaysian companies of Kejuruteraan Sinar Selaseh Sdn. Bhd., ST
Ehsan Sdn. Bhd. and SS TFM Sdn. Bhd.
2017/05/26 1. Approved company cash dividend distribution baseline date proposal.
2. Approved company impending repair, installation at the newly acquired plant proposal.
3. Approved company offering bank financing line of credit guarantee proposal to its subsidiaries Mic-Tech
(Shanghai) Corp., Ltd. and Mic-Tech Electronics Engineering Corp.
2017/06/13 1. Approved company adjusting the cash dividend per share distribution amount proposal.
2. Approved new share issue proposal for converting company-issued local third unsecure convertible corporate
bonds into common shares.
2017/08/03 1 Approved amending company internal control system’s “financing cycle”, “asset and general administration
management cycle” and “other management systems” proposal.
2. Approved amending company “endorsement, guarantee operating procedure” and “capital lending to others
operating procedure” proposal.
3. Approved company offering bank financing line of credit guarantee proposal to its subsidiaries Mic-Tech
(Shanghai) Corp., Ltd., Mic-Tech Electronics Engineering Corp., Mic-Tech (Wuxi) Co., Ltd., Marketech Int’l
Sdn. Bhd., Shanghai Maohua Electron Engineering Technology Co. Ltd., and Mic-Tech China Trading
(Shanghai) Co., Ltd.
4.  Approved company bank financing line of credit proposal.
5. Approved company capital lending proposal to its subsidiary Marketech International Sdn. Bhd.
2017/09/21 1, Approved company 2017 managers’ employee remuneration distribution amount proposal.
2. Approved company funding proposal for increasing repair, installation on the newly acquired Southern
Science Park Il plant.
3. Approved undoing company endorsement guarantee proposal to its subsidiary Marketech Integrated Pte. Ltd.
4. Approved company guarantee amount and guarantee period to Malaysian Special Triumph Company’s TPP3
project.
5. Approved company guarantee amount and guarantee period for Malaysian Special Triumph Company
(hereinafter referred to as ST) TE3 project.
6. Approved new share issue proposal for exercising converting company issued employee share pledging
certificates into common shares.
7. Approved the new share issue proposal for exercising converting company issued local third unsecure
convertible corporate bonds into common shares.
2017/11/02 1. Approved company offering bank financing line of credit guarantee proposal to its subsidiary Mic-Tech
Electronics Engineering Corp.
2. Approved company offering contract fulfillment guarantee proposal to its subsidiaries Mic-Tech Electronics

Engineering Corp. and Mic-Tech (Shanghai) Corp., Ltd.
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Date Resolutions
2017/12/26

=

Approved company 2018 audit plan proposal.

Approved amending company internal control system’s “production cycle” and “other management systems”
proposal.

Approved amending company “accounting system” proposal.

N

Approved amending company “management board meeting guideline” proposal.

Approved amending company “audit committee organization chapter” proposal.

Approved company offering bank financing line of credit guarantee proposal to its subsidiaries MIC-Tech

(Wuxi) Co., Ltd., Marketech Integrated Pte. Ltd., and Marketech Int’l Sdn. Bhd.

Approved company bank financing line of credit proposal.

8. Approved new share issue proposal for exercising company issued employee share pledging certificates into
common shares.

9. Approved exercising converting company issued local third unsecure convertible corporate bonds into
common shares

10. Approved company 2018 financial budget and consolidated financial budget proposal.

o gk~ w

2018/01/24 1 Approved company 2018 authenticating certified public accountant and whose CPA office’s independent
review proposal.
2. Approved company wage remuneration committee-submitted managers 2017 yearend and performance bonus
proposal.
3. Approved company wage remuneration committee-submitted supervisor’s stipend amount adjustment
proposal.

2018/01/30 1. Approved company capital lending proposal to its subsidiary eZoom Information, Inc.

2018/02/124 1. Approved company 2017 individual financial report and consolidated financial report proposal.

2. Approved company adopting the international financial reporting criteria number 9 “financial tools” and
number 15 “income derived from customer contacts”, for the impact to company and its subsidiaries’ finances
on the ledger starting date of Jan. 1, 2018.

Approved company 2017 operating report proposal.

Approved company 2017 directors and employees’ remuneration distribution proposal.

Approved company 2017 earnings distribution proposal.

Approved company 2017 internal control affidavit proposal.

Approved company 2018 scheduled shareholders’ meeting convening date and convening reason proposal.
Approved company capital lending proposal to its subsidiary MIC-Tech (Wuxi) Co., Ltd.

Approved company bank financing line of credit guarantee proposal to its subsidiaries Mic-Tech (Shanghai)
Corp., Ltd. and Mic-Tech Electronics Engineering Corp.

10. Approved company reinvesting in eZoom Information, Inc. proposal.

©oN R W

2018/03/30 1. Approved new share issue proposal for exercising company-issued employee share pledging certificates into
common shares.

2. Approved new share issue proposal for converting company-issued local third unsecure convertible corporate
bonds into common shares.
Approved company job ranking/title amendment proposal.
Approved company personnel promotion proposal.
Approved company managers wage adjustment proposal.
Approved company capital lending proposal to its subsidiary Mic-Tech (Wuxi) Co., Ltd.
Approved company receiving Ennoconn International Investment Co., Ltd. notice on an open solicitation of
company common shares, by conducting validation and review on Hua Cheng’s identity and financial
standing, fairness of the acquisition terms and the rationality on source of acquisition capital, and also present
a recommendation proposal on the current acquisition to company shareholders.
2018/04/19 1. Approved company articles of incorporation amendment proposal

2018/04/16

N PO w

4.12 For the last date of the annual report printing of the closest year, there were disagreements with
recorded or written statements for the passing of important resolutions by the directors or
supervisors. The main content consists: None.

4.13 For the last date of the annual report printing of the closest year, the compilation of the

resignations and dismissals of director of the board, president, accounting supervisor, financial
supervisor, internal auditing supervisor and R&D supervisor: None.
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5. Information Regarding the Company’s Audit Fee and Independence

Name of the , . :
Accountant’s firm Accountant’s name Auditing period Note
. Chang Weng Jan. 1, 2017 -
PWC Taiwan Shu-Chiung | Shih-Jung Dec. 31, 2017 None

Note: If there is any change of accountant or accounting firm in the year, the inspection period shall be listed separately
and specified the reason of the change in the column of “Note.”

Unit: NTD/thousand

Public expense

Amount Audit Fee | Non-audit Fee Total

1 | Below 2,000 0 0 0
2 | 2,000 (included) ~4,000 0 0 0
3 | 4,000 (included)~ 6,000 0 0 0
4 | 6,000 (included)~8,000 6,187 0 6,187
5 | 8,000 (included)~10,000 0 0 0
6 | Above 10,000 (included) 0 0 0

Note 1: Audit fee refers to the payment for the certification of the auditing, revision and tax certification for the
accountants.

5.1 If the audit fee is above 1/4 in terms of the payment to the accountants, the firms that
the accountants belong to and the non-audit fee of the affiliated companies, the audit
fee and non-audit fee amount as well as the content of the non-audit service shall be
disclosed:There is no such situation.

5.2 If there is a decrease of audit fee in comparison to the audit fee of the previous year or
the changing of accounting firm, the audit fee amount and reason of the year and the
previous year shall be disclosed:There is no such situation.

5.3 If the audit fee is less than more than 15 percent comparing to the one of the previous
year, the reduced amount of the audit fee, the proportion and the reason shall be
disclosed:There is no such situation.
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6. Information on Replacement of Certified Public Accountant
If there is any change in terms of the accountant in the latest two years and the
previous year, the following items shall be disclosed.

6.1 About the previous accountant

Date of change March 31, 2017

Due to the structural organizational adjustment of
Reason of the change and PricewaterhouseCoopers Taiwan, the company certification
description accountant of 2017 is changed to Chang, Shu-Chiung and

Weng,Shih-Jung.

Party .
Description of the termination |Situation Accountant|Appointed to
or non-appointment of the Active termination of
entrustee or accountant appointment

Not avaliable

No further appointment is
accepted (continued)

Reason and opinion of approved
audit report without further Not avaliable
opinion of the latest two years

Accounting principles or
practices
YES Disclosure of financial report
Disagreement with the Audit scope or procedure
publisher Other

None V

Description  [Not avaliable

Other disclosure

(The discloser shall be included
based on Article 10.5(4) of the
Guideline

None

6.2 About the successor-account

Firm name PricewaterhouseCoopers Taiwan
Accountant name Chang, Shu-Chiung and Weng,Shih-Jung.
Appointment date March 31, 2017

For the accountant of particular
transaction before the
appointment, the management
approach or accounting Not avaliable
principles and the counselling
and results of the approval of
the financial report.

Written opinions of the
successor-accountant against  |Not avaliable
the previous accountant.

6.3 Reply of the previous accountant towards Article 10 Paragraph 5 Item 1 and 2-3 of
“Guidelines of Mandatory Recordings in the Annual Report of the Public Company”.

7. The Chairman, President and the Manager in charge of finance or accounting
matters who has worked for the independent auditor or related parties in the most
recent year
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8. Information on shareholding transfer and pledge by Directors, Supervisors,
Department Heads and Shareholders with over 10% shareholding in the most
recent year and up to the printing of the annual report

8.1 The equity changes or modification of pledge of the directors, supervisors, managers and

shareholders with more than 10% of the shares.

Unit: share

Title (Note 1)

Name

2017

Till March 31, 2018

The increased
(decreased) number

The increased
(decreased) number

The increased
(decreased) number

The increased
(decreased) number

of possessed shares | of pledged shares | of possessed shares | of pledged shares
Director (two seats) Jia Shuan Investment 0 0 0 0
Company (Note 2)
Director Yi Wei Investment 0 0 0 0
Company
Independent director |Wu, Chung -pao 0 0 0 0
Independent director |Lu, Zong-Jenn (18,000) 0 0 0
Independent director |Lin, Hsiao-Ming 0 0 0 0
Director Ma, Guo-peng (216,000) 0 0 0
Director Hsiao, Min-chih 0 0 0 0
Director Cheng, Chin-chuan 0 0 0 0
Chairman and CEO |Kao,Hsiu-Ming 0 0 0 0
President Lin, Yue-yeh (909,000) 0 (258,000) 0
Group GM Chen Jian-Tsuen
(Note 3) 0 0 40,000 0
Group VGM Wei Jian-Ming 0 0 0 0
Divison GM Huang, Zhong-wen 35.000 0 0 0
(Note 4) ’
Divison GM Chang Ruei-Ru 0 0 35.000 0
(Note 4) '
Divison VGM Li Ruei-wen (Note 5) 0 0 (8,000) 0
Vice General
Manager and Hsieh, Ming-Ju 40,000 0 0 0
Financial Supervisor
Accounting .
Supervisor Zhong, Chi-wen 25,000 0 0 0
Note 1: Shareholderswith more than 10% of the shares shall be specified as the biggest shareholder of the company and belisted separately.
Note 2: Ji Shuan Investment Company has more than 10% of the shares which makes it the biggest shareholder.
Note 3:  Mr. Chen Chien-Tun has on June 1, 2017 been promoted to Enterprise Group President.
Note 4:  Mr. Huang Tsung-Wen and Chang Jui-Ju have on April 11, 2018 been promoted to Enterprise Division Presidents.
Note 5:  Mr. Li Ruei-Wen has on February 1, 2017 been promoted to Enterprise Division Vice President.

8.2 Equity transfer
Directors, supervisors, managers and other shareholders with more than 10% of shares have
no right to transfer the equity to other persons.

8.3 Share pledge
Directors, supervisors, managers and other shareholders with more than 10% of shares have
no right to pledge.
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9.Relationship information among the Top Ten Shareholders and any one is a related

party pr a relative within the second degree of kinship of another

April 01, 2018
Unit: Shares ; %
Shareholding Total Relationship with the 10 largest
Personal of the spouse shareholding | shareholders or relationship as the
shareholding and under age | using other’s spouse or second lineage. Title or
Name (Note 1) children name name and relationship (note 3) Other
Noor | OO0 | oot | FEREE T | aeet | TN | peratonship
shares shares shares shares | shares | shares name)
Director of Ji Shuang 0 o 0
Investment Company: 19’005'795 10'66? 0 O'OOOA 0 O'OO? None None None
Kao,Hsiu-Ming 4,010513 | *2.25% *0 | *0.00% *0 | *0.00%
Director of Yi Wi
12,647,112 7.09% 0| 0.00% 0| 000%
Investment C . None None None
Ly | 8818782 | *495% |  *0| *000% | 0 | *0.00%
YiWei .
: Person in charge of
Lin, Yu-yeh 8818782 | 4.95% 0| 000% 0| 000% Ig\éﬁ%naﬁgt the company None
Standard Chartered
Bank’s Business
Department has
been entrusted by 4,811,000 2.70% 0 0.009% 0| 0009% None None None
Credit Suisse
Securities (Europe)
Ltd.
Lin, Yu-Yao 4,266,515 2.39% 0| 0.00% 0| 000% | Lin, Yu-yeh Brothers None
VT Ji Shuang Person in charge of
Kao,Hsiu-Ming 4010513 | 225% 0| 000% 0| 000% Ig\éﬁngwaﬁﬂt the company None
HSBC Bank
(Taiwan) Limited
has been entrusted
for safeguarding
Morgan Stanley 3,096,000 1.749% 0| 0.00% 0| 000% None None None
International
Limited’s dedicated
investment account
Eﬁge‘r’fﬁ'ccoﬁfgagw 2798955 | 157% 0| 000% 0| 000% | KaoHsiuMi | Motherandson | .
Song, Bing-Zhong 021,349 | *052% *0 | *0.00% *0 | *0.00% ng relationship
gz;?;alr?;//eﬁmem 2,400,000 1.35% 0 0.00% 0| 0.00% None None None
*, 0 0, 0
Yang, Yi-Shun 432,000 | *0.249% *0 | *0.00% *0 | *0.00%
Huang, Shi-fong 2,318910 1.309%6 0| 0.00% 0| 000% None None None

*The No. of shares and the percentage of the shares by each of the individuals.
Note 1: The ten largest shareholders shall be listed. Corporate shareholders shall be listed with the name and the name of the representative.
Note 2: The calculation of the percentage of the shares refers to the calculation of the percentage of the shares with its name, the spouse’s, the

underage children’s or with others’ names.

Note 3: The aforementioned shareholders include corporates and natural persons. The relationship between each other shall be disclosed in the
financial reports of the issuers.
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10. The shareholding of the same invested company by the Company, the Directors,
the Supervisors, the Managers or other business that is controlled by the Company

directly or indirectly

December 31, 2017
Unit : Share ;

%

Invested enterprises (Note 1)

Investment of our
company(Note 1)

Investments made by Directors,
Supervisors, Managers and the
Company’ s Directly or Indirectly
Controlled Businesses(Note 2)

Combined investment

No. of shares P(()efr Zﬁ:ri%e No. of shares Perzt;r;tri%e of No. of shares Poefr Csf]r;trz%e
Merket Go Profits Lirl 38,369,104  100.00% 0 0.00%|  38,369,104]  100.00%
Merketech Iniegrated Pee Lid. 8,225,040|  100.00% 0 0.00% 8,225,040|  100.00%
Headquarter Intemational L. 1,289,367  100.00% 0 0.00% 1,289,367  100.00%
[Tiger United Finance Lid 1410,367)  100.00% 0 0.00% 1410,367|  100.00%
MIC-Tech Globdl Cor. 131,560|  100.00% 0 0.00% 131,560 100.00%
MIC-Tech VietNam Co, Lid 0|  100.00% 0 0.00% 0|  100.00%
Merketech Co, Lid 0|  100.00% 0 0.00% o|  100.00%
Merketech Engineering Pte. Lid 421,087|  100.00% 0 0.00% 421,087|  100.00%
Marketech niegyated MeucLiing Campary Limied 1,400,000  100.00% 0 0.00% 1,400,000  100.00%
pZoom Informetion, Inc 7,200,000]  100.00% 0 0.00% 7,200,000  100.00%
Glory Technology Service Inc. 4,093,215 34.119% 0.00% 4,093,215 34.119%
MIC Techno Co, Ltd. 200,000 20.00% 150,000 15.00% 350,000 35.00%
Merketech Interational Sdn. Bhd. 6,258,750 51.12% 5,984,000 48.88%| 12,242,750  100.00%
T Marketech Infemational indonesia 1,199,000 99.92% 1,000 0.08% 1,200,000  100.00%
MIC-Tech \entures Asia Pacific Inc. 0.00% 38,266,604 100.00%| 38,266,604  100.00%
Marketech Integrated Construction Co,, Ltd. 0 0.00% 28,500 95.00% 28,500 95.00%
MIC-Tech(\WLXJ) Co, Lird 0 0.00% 100.00% o  100.00%
MIC-TECH (SHANGHAI) CORP. LTD. 0 0.00% 0 100.00% of  100.00%
FUZHOU JIWEI SYSTEM INTEGRATED CO. LTD. 0 0.00% 0 100.00% of  100.00%
MIC-TECH Electronics Engineering Corp. 0 0.00% 0 100.00% o|  100.00%
MIC-Tech China Treding (Shangfai) Co, Lid 0 0.00% 0 100.00% o|  100.00%
SKMIC(WUXI) CORP 0 0.00% 49.009 0 49.00%
Russky HK Limited 0 0.00% 833,000 100.00% 833,000  100.00%
shanghai Puritic Co, Lid 0 0.00% 0 87.00% 0 87.00%
(ChenGao M&E Engineering(Shangha) Co, Ltd 0 0.00% 0 100.00% o|  100.00%
|Leader Fortune Enterprise Co, Lid 0 0.00% 303,000 31.43% 303,000 31.43%
Miacrotec Technology(Shanghai) Co, Lid 0 0.00% 0 31.43% 0 31.43%
Frontken MIC Co, Limited 0 0.00% 2,337,608 100.00% 2,337,608]  100.00%
Frontken MIC (Wix) Co, Lid 0 0.00% 0 100.00% o  100.00%
MICT Intemational Limited 0 0.00% 4,200,000 100.00% 4,200,000  100.00%
Nantong  Jianrui Optoelectronics Technology Co,, Ltd. 0.00% 0 100.00% 0 100,009
ADAT Technolagy CO, LTD. 1,000,000 83.33% 0 100.00% 1,000,000 83.33%
Marketech Nethertands BV 300,000 100.00% 0 0.00% 300,000]  100.00%

Note 1: The above investments are recognized by equity method.
Note 2: Investments made by the Company’s directly or indirectly controlled business refers to investment made by the Company’s directly or
indirectly controlled subsidiary through equity method.




Part 4. Capital Overview
1. Capital and Shares
1.1 Sources of the capital for shares

The sources of the capital for the shares issued by the company in recent years and
by the print date of the annual notice are as follows:

Apr. 30, 2018
Unit: NT$; shares
Rated capital for shares | Actual received capital for shares Note
Issue Sodkoffy
mm/yy price Shares Amount Shares Amount Source of the capital assdata Ort?e
ah

%’{7 10 250,000,000( 2,500,000,000{ 171,501,866| 1,715,018,660 |seestergifomteayiybrCopreeront 6,432,110 N/A  |Noel
é]glﬂ 10 250,000,000( 2,500,000,000{ 175,037,558| 1,750,375,580 | seesterpetfomtreayiyirCopreerot 3,535,692 N/A  |Noe2

.y L .y )y
Oct, | 10 | 250,000,000| 2,500,000,000] 176,472,317| 1,764,723,170| = weteasubasiins 1025000 | \yn - (Ngp3
2017 suesdergdfomieaiyfrCopeeBod 4,097,590

i saesdergedfomiresy dybrenphyesshvibts 397,
Jan, | 10 | 250,000,000| 2,500,000,000] 177,016,429| 1,770,164,290 #1500 N/A  |[Noe4
2018 smescrengEiomieariybrCoyoeeBo 146,612
AP |10 | 250,000,000( 2,500,000,000] 178,261,604| 1,782,616,040| XTI A 373000 N/A  [Nok5
2018 smesctengEiomireaiyfrCopoeBod. 872 5 175
ote 1: Jin-Sho-Shang-Zi No. 10601051300 letter issued on A ril 21, 2017
ote 2: Jin-Sho-Shang-Z| No. 10601102580 |etter jssued on J 2 017
ote 3: Jin-Sho-Shang-Z| No. 10601147140 letter |ssued on Oco er 4, 2017
ote 4: JIn-Sno-S ang-z No. 10701007870 |letter |ssued on Janu?rgl 2018
ote 5: Jin-Sho-Shang-Zi No. 10701042540 letter issued on April 30, 2018

Apr. 01, 2018
Unit: shares
Rated capital for shares
Issued shares (note)
Share type Listed (note) oTC Total Unissued shares Total Note
(counter)
Redi -
egistered ordinary | )76 261,604 0 178,261,604 | 71738396 | 250000000 | N/A

Note: Please note that a share belongs to the listed one or trade OTC. (If it is restricted to be listed or trade OTC,

then it should be noted.)

Related information of General Application System: not applicable

1.2 Structure of shareholders

For ordinary shares, the price of each share is 10 dollars Apr. 01, 2018
Unit: shar; person; %
Structure of : : - Foreign
holders Government Financial Other juristic Individual constitution Total
Number agency constitutions person and foreigner
Number (person) 0 4 73 12,578 72 12,727
Number (share) 0 2,540,000 45,565,611 | 108,685,753 | 21,470,240 | 178,261,604
sharsholding (%) | 0-00% 1.429% 25.57% 60.97% 1204% | 100.00%
1.3 Allocation of shares
For ordinary shares, the price of each share is 10 dollars Apr. 01, 2018

Unit: shar; person; %

Shareholding level Shareholder (persons) Number (shares) Sr;:tri%r:]oz%lg

1 to 999 1,798 463,622 0.26%
1,000 to 5,000 8,088 16,947,805 9.51%
5,001 to 10,000 1,438 11,835,419 6.64%
10,001 to 15,000 387 5,032,563 2.82%
15,001  to 20,000 308 5,783,595 3.24%
20,001 to 30,000 213 5,446,163 3.06%
30,001 to 40,000 105 3,778,499 2.12%
40,001 to 50,000 100 4,655,717 2.61%
50,001 to 100,000 133 9,551,481 5.36%
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Shareholding level Shareholder (persons) Number (shares) S?:trieofaoz&: ?g
100,001 to 200,000 72 9,896,237 5.55%
200,001 to 400,000 32 8,632,446 4.84%
400,001 to 600,000 24 12,104,704 6.79%
600,001 to 800,000 8 5,793,000 3.25%
800,001 to 1,000,000 5 4,644,349 2.619%

Above1,000,001 16 73,696,004 41.34%
Total 12,727 178,261,604 100.00%

1.4 Name list of major shareholders

The names, shareholding numbers and ratios of the shareholders who hold more than
5% of total shares or have the shareholding ratios which rank top 10 are as follows:

Apr. 01, 2018

) Shares|  ghare held (shares) Shareholding ratio (%)
Names of major shareholders
Director of Ji Shuang Investment Company 19,005,795 10.66%
Director of Yi Wi Investment Company 12,647,112 7.09%
Lin, Yu-yeh 8,818,782 4.959%
Standard Chartered Bank’s Business Department has
been entrusted by Credit Suisse Secum (Europe) Ltd. 4,811,000 2.70%
Lin, Yu-Yao 4,266,515 2.399%
Kao,Hsiu-Ming 4,010,513 2.25%
HSBC Bank (Taiwan) Limited has been entrusted for
safeguarding Morgan Stanley International Limited’s 3,096,000 1.74%
dedicated investment account
Director of Ji Chang Investmen t Company: Song, Bing-Zhong 2,798,955 1.57%
Ya Tai Investment Company
Yang,Yi-Shun 2,400,000 1.35%
Huang, Shi-fong 2,318,910 1.30%

1.5 Market Price, Net Worth, Earnings, and Dividends per Share of the Past Two Years

Unit : NT$ ; thousand shares ; %

Item 2016 2017 Jan 1 to Mar 31, 2018
Market Price per Highest Market Price(Note 1) 31.30 45.80 53.80
Share(Note 1) Lowest Market Prl(?e(Note 1) 20.80 28.20 37.10
Average Market Price(Note 1) 26.74 37.99 41.99
Net Worth per  |Before Distribution 27.91 29.06 Not Applicable
Share(Note 2) | After Distribution(Note 2) 25.71(Note 2) | 26.56(Note 2) Not Applicable
Weighted Average Shares 165,070 173,068 177,635
. Earning (loss) per share (before the
Earnings per retroactive adjustment)(Note 3) 3.12 3.77 118
Share - -
Earning (loss) per share (after the 312 377 Not Applicable
retroactive adjustment) (Note 3) ) '
Cash Dividends 2.20 2.50(Note 2) Not Applicable
Dividends from 0 0 Not Applicable
L - Retained Earnings
Dividends per |Stock Dividends Dividends from Not Applicable
Share - 0 0
Capital Surplus
Accumulated Undistributed .
Dividends(Note 4) 0 0 Not Applicable
Ret Price - Earnings Ratio (Note 5) 8.57 10.08 Not Applicable
Inflgsrt”m‘::n Price - Dividend Ratio(Note 6) 12.15(Note 2) | 15.20(Note 2) |  Not Applicable
Cash Dividend Yield Rate(Note 7) 8.23%(Note 2) | 6.58%(Note 2) Not Applicable

Note 1:The highest and lowest market price for common shares of the year, where the averaged market prices
are calculated based on the annual trading value and volume. Relevant information are collected from
Taipei Exchange (GreTai Securities Market) and Taiwan Stock Exchange Corporation
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Note 2:Refers to the number of issued shares at the end of the year and the distribution finalized at Annual
Shareholders' Meeting; 2017 Profit Distribution is not yet finalized at Shareholders' Meeting.

Note 3:Earning per share before and after the adjustment shall be listed if retroactive adjustment is made due to
stock grant. The annual weighted average outstanding shares shall be used to adjust the number of
increased shares, which are considered as the result of capital increase by earnings.

Note 4: Regarding the issuance of equity securities, if it is regulated that undistributed dividend shall be
accumulated and released as the annual dividend, the undistributed dividend and annual dividend shall
have the undistributed dividend stated until the end of the year.

Note 5: Price-Earning Ratio =average closing price per shareof the year / earning per share.

Note 6: Price-Dividend ratio =average closing price per share of the year / cash dividend per share.

Note 7: Cash Dividend Yield Rate = cash dividend per share / averaged closing price per share of the year

Note 8:The net value and earning per share shall be specified on the information audited reviewed) by the

accountant in the most recent quarter up to the printing of the annual report; other columns shall fill
the annual information up to the printing of the annual report. Aforementioned net value per share and
earning per share (or basic earning per share) shall be revealed on the 2015 and 2016 consolidated
financial statement certified by the accountant and 2018 Q1 consolidated financial statement certified
by the accountant.

1.6 The dividend application status

1.6.1. The policy

Article 20 of the Article of Incorporation :

If there is any surplus profit of the year, the Company shall firstly pay directors’ remuneration,
which shall not exceed 3%. Then 1% to 15% of the remaining amount shall then be paid as
employees’ remuneration. However, if the Company has any left-over deficit, the amount to make
up the deficit shall be reserved in advance.

Upon closing of accounts, if there is surplus profit, the Company shall firstly pay the business
income tax, make up the losses for preceding years and then set aside a legal reserve and special
capital reserve of 10% of the net profit. Then the remaining profit shall be added with the
remaining profit of precedent year. The Board of Directors shall draft a surplus distribution
proposal, in which will be submitted to shareholders’ meeting to decide whether to distribute or
reserve the surplus profit.

However, if cumulative legal reserve already reached the total amount of the Company’s capital,
shall not be limited by the regulation.

Article 20-1:

The appointed profit shall not exceed 50% to ensure that the development needs of future operation
and security of the financial status could be optimized for the Company to response to the overall
environment development and the features of industry growth.

1.6.2. The proposed appointment

In TWD dollar
Subject Amount
Profit to be appointed $1,253,286,479
Increment : adjusted reserve profit of 2017(Note 1) (12,848,330)
After adjusting 1,240,438,149
Increment : 2017 profit after tax 652,950,677
Deduction : Legal reserve (65,295,068)
Profit to be appointed-total 1,828,093,758
Item : (Note2)
Shareholder dividend —Cash  2.50/per share (442,541,073)
Profit reserved $ 1,385,552,685

Note 1: Refers to re-measurements of defined benefit plans, which was recognized as other comprehensive income due to
actuarial assumption variables of defined benefit / pension plan of 2017 and then transferred into retained earnings,
NTD 9,319,670. Besides, subsidiaries and associated corporation which were assessed with equity method and a

reduction of reserved profit from joint share adjustment, NTD 3,528,660.
Note 2: The distributed profit was generated mainly in 2017 as the priority.

~47~




Note 3:Regarding the dividend distribution rate set in profit distribution proposal, if the 3rd offering of domestic unsecured
convertible corporate bonds or employees’ execution of employee stock option affects the Company’s no. of the
weighted average outstanding shares and results in a change of shareholders’ dividend declared ratio, it is hereby
proposed at the Shareholders’ Meeting to fully authorize the Chairman to make an adjustment according to the
resolution of the board of directors

Note 4: The distributed cash profit shall be counted only until digit in ones. Digits below shall all be rounded off (shall be
rounded down to an integer). Fractional amount less than one dollar should be recorded

1.6.3. The explanation for severe policy adjusting: None.

1.7 The influence of share appointment:

As the Company’s shareholders’ meeting in 2018 does not have any proposal regarding the
stock dividend distribution, it makes no effect upon business performance, earnings per
share and shareholders’ equity return ratio.

1.8 The dividends and the compensation for directors and supervisors

1.8.1.The percentages or ranges with respect to employee, director, and supervisor
compensation, as set forth in the company's Articles of Incorporation.

Subject to the Article of Incorporation, if there is any surplus profit of the year, the
Company shall firstly pay directors’ remuneration, which shall not exceed 3%. Then 1%
to 15% of the remaining amount shall then be paid as employees’ remuneration.
However, if the Company has any left-over deficit, the amount to make up the deficit
shall be reserved in advance. Upon closing of accounts, if there is surplus profit, the
Company shall firstly pay the business income tax, make up the losses for preceding
years and then set aside a legal reserve and special capital reserve of 10% of the net
profit. Then the remaining profit shall be added with the remaining profit of precedent
year. The Board of Directors shall draft a surplus distribution proposal, in which will be
submitted to shareholders’ meeting to decide whether to distribute or reserve the surplus
profit.
However, if cumulative legal reserve already reached the total amount of the Company’s
capital, shall not be limited by the regulation.

1.8.2.The basis for estimating the amount of employee, director, and supervisor
compensation, for calculating the number of shares to be distributed as employee
compensation, and the accounting treatment of the discrepancy, if any, between the
actual distributed amount and the estimated figure, for the current period.

(1) The Company’s 2017 Employees' Compensation and Directors Remuneration were
estimated based on the pre-tax net profit of the year. Employees’ compensation and
directors’ remuneration were recognized as wage expenses.

(2) Accounting treatment for discrepancy between the actual distributed amount and
estimated amount: discrepancy between the amount of remuneration actually
distributed to employees and directors, and the estimated amount in financial
statement shall be considered as changes in accounting estimates and shall be listed
as the loss / profit of next year.

1.8.3.Information on any approval by the board of directors of distribution of compensation:

(1)The amount of any employee compensation distributed in cash or stocks and
compensation for directors and supervisors:

(1.1) Drafted amount of compensation / remuneration to be distributed to employees,
directors and supervisors:

Regarding the 2017 Employees' Compensation and Directors Remuneration,
Board of Director already approved the proposal in the meeting held on February
24 of 2018, where NT$89,000,000 will be distributed to employees as
compensation and NT$10,430,532 will be distributed to directors as
remuneration.

~48~




Unit; dollars

Subject Amount to be appointed
Employees' Compensation-Cash dividends 89,000,000
Employees' Compensation-Stock dividends 0
Director and supervisor compensation 10,430,532

(1.2) The cause of the difference and the operation:
The 2017 estimated dividends are 89,000,000 dollars and the director
compensation is 10,430,532 dollars without any difference.

(2) The amount of any employee compensation distributed in stocks, and the size of that
amount as a percentage of the sum of the after-tax net income stated in the parent
company only financial reports or individual financial reports for the current period
and total employee compensation:N/A

1.8.4. The actual distribution of employee, director, and supervisor compensation for
the previous fiscal year (with an indication of the number of shares, monetary
amount, and stock price, of the shares distributed), and, if there is any
discrepancy between the actual distribution and the recognized employee,
director, or supervisor compensation, additionally the discrepancy, cause, and
how it is treated.

Unit: TWD
The appointed profit for 2017
Item Theaarfg)l?rl]?ted Estimated amount |Difference| Cause
Status
1.Cash dividends
2.Stock dividends 75,452,319 75,452,319 0 0
(1)Stock
(2)Cash 0 0 0 0
3.Compensation 0 0 0 0
for directors 7,545,232 7,545,232 0 0

1.9 Buy-back: None
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2. Bonds:
(=) Outstanding Corporate Bond

Types of Corporate Bond (Note 2)

Third Onshore Unsecured Convertible Bond (Note 5)

Issue Date

August 22, 2016

Denomination

NT$100,000 each

Issuance & Trading Location (Note 3)

Not Application

Issue Price

Issue according to the full amount of the denomination

Total Amount

NT$500 million

Interest Rate

0% Annually

Maturation Date

Three Years, Maturation on August 22, 2019

Guarantee Institution

None

Trustee

Fubon Bank’s Trust Department

Underwriter

Fubon Securities Co., Ltd.

Bond Lawyer

'Yang-Yi Cheng

Bond Accountant

Lin, Chun-Yao & Chang, Shu-Chiung

Repayment Method

IAccording to the Clause 6 of the issue and conversion method of our
company’s third onshore unsecured corporate bond for 2016,
denomination in cash is to be paid upon maturity, except those cases
when the convertible bond holders convert the bond into common
stocks in accordance with clause 10 or early redemption from the
securities company’s business office in accordance with Clause 18.

Outstanding Principal Amount

NT$319,900,000

Redemption or Advance Repayment Clause

Please refer to the issue and conversion method of our company’s
third onshore unsecured corporate bond for 2016.

Restriction Clauses (Note 4)

Please refer to issue and conversion method.

Credit Rating Agency Name, Rating date, Rating
Outcome

Not Applicable

siybry

payoeny

1BY10

Up till the time of the printing of the annual
report, the amount money of the conversion
(exchange or buyback) of bonds into common
stocks, overseas depositary receipt or other|
securities.

IAfter the issuance of the corporate bond, the accumulated exercised
conversion right amount up till the time of the printing of the annual
report is NT$317,100,000.

Issue & Conversion (Exchange or Buyback)
Method

Please refer to the issue and conversion method of our company’s
third onshore unsecured corporate bond for 2016.

Issue and conversion,
methods, issue conditions that may dilute equity
and affect the present shareholders’ equity.

exchange or buyback

Calculate the remaining corporate bond value according to the
present conversion price if all convertible bonds are exchanged to
become common stocks, then our company needs to reissue common
stocks of 6,875,939 shares with a capital inflation rate of 3.86%,
which would have limited influence on shareholders’ equity.

Entrusted Institution of the Convertible Bonds

Not Applicable

Notel: Corporate bond issuance process includes the process of public and private equity of corporate bond. The processing of public

Note 2:
Note 3:
Note 4:
Note 5:
Note 6:

equity of corporate bond means the process has been ap
means it has been passed by the Board of Directors.

For offshore corporate bond holders to fill in.
Such as restrictions on the payment of cash dividends, i

relevant information according to the features in the tab

proved and in effect. The processing of private equity of corporate bond

The number of columns can be adjusted according to the number of processing times.

nvestment abroad or request maintaining a certain equity asset ratio, etc.

For private equity holders, please mark in a noticeable manner.
For convertible corporate bond, exchange corporate bond, shelf registered corporate bond or equity warrant bond, please disclose

le format.
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(= ) Convertible Corporate Bond Information

Unit: New Taiwan Dollar

Types of Corporate Bond (Note 1) Third Onshore Unsecured Convertible Bond

From the beginning of 2018 till March 31,
Item / Year Year 2017 2018 (Note )

Maximum 162.00 175.00

Market Price of
Convertible Corporate [Minimum 109.00 153.00

Bond (Note 2)

Average 130.89 157.78
Conversion Price 26.60 26.60
Issue Date & Conversion Price at Issue Date: August 22, 2016
Issuance Conversion Price at Issuance: NT$28/Share

Obligation Method for Executing the

- Issue new shares
Conversion (Note 3)

Note 1: The number of columns can be adjusted according to the number of processing times.

Note 2: If there are multiple trading locations for offshore corporate bond, please list the prices according to trading
locations.

Note 3: Deliver issued shares or new shares.

Note 4: The annual information should be filled up to the time of the printing of the annual report.

(3) Shelf registered corporate bond: None
(4) Information on equity warrant bond: None

3. Preferred Stock : None
4. Global Depository Receipts : None
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5. Employee Stock Options :

5.1 Unexpired employee subscription warrants issued by the company in existence as of
the date of printing of the annual report, and the effect of such warrants upon
shareholders' equity.

April 30 of 2017

Types of Employee

st .-
Subscription Warrants (Note 2) 1" Employee Subscription Warrants of 2015

Report Effective Date July 15, 2015

Issuance (handling) date

(Noted) September 11, 2015

3,956,000 units

Number of issued units Every unit can subscribe one common stock

Percentage of issued
subscription shares to total 2.2192%(Note 6)
issued shares (%)

Validity of share subscription

(stock option) September 11 2017 to September 10 2021

:I;/)Iethod of Performance (Note To issue new shares

Share subscribers may, two years after the second day of the issuance
date, perform their share subscription according to below schedule.
The proportion of performing share subscription accumulated during the

Period with limitations in share share subscription warrant granting period.

subscription and the ratio (%)

After 2 years 50%

After 3 years 75%

After 4 years 100%
Acquired number of shares 1,795,500 shares
Amount of subscribed shares NT$31,062,150
Number of non-subscribed
shares 2,059,500 shares
The subscription price of each
share for people have not yet NT$17.30
subscribed the share.
Percentage of non-subscribed
shares to total issued shares 1.1553%(Note6)

(%6)(%)

The validity employees’ share subscription warrant is 6 years. Share
subscribers shall, starting 2 years after the second day of the issuance
date, implement it three times in three years, which helps to lessen effect
on the equity to original shareholders year by year. Therefore, the
dilution effect is somehow limited.

Effect of warrant upon equity to
shareholders

Note 1: The status of processing employee share subscription warrants may refer to ongoing public or private
placement for employee share subscription warrants. The ongoing public placement for employee share
subscription warrants refer to those that have become effective, whereas ongoing private placement for
employee share subscription warrants refers to those that have passed resolution of the Shareholders’
Meeting

Note 2:  The number of columns shall be adjusted according to the number of times of holding it.

Note 3:  Shall note down the consignment of issued shares or issuance of new shares

Note 4: Those with different issuance and hAAAandling dates shall have them listed separately.

Note 5: Those that belong to private placement shall be marked in obvious ways.

Note 6: Here the “total issued shares” in “Percentage of issued subscription shares to total issued shares (%)” is
calculated based on the total number of issued shares up to the printing of the annual report (April 30 of
2018) , which is 178,261,604 shares.

Note 7: The Company’s 1% Employee Stock Option Certificates (Share Subscription Warrants) Plan of 2015 was
approved by the competent authority to issue 4,000,000 units. The Company has, on September 11 of 2015,
issued 3,956,000 units. Up to the printing of the annual report (April 30 of 2018), the number of approved
non-issued employee share subscription warranty is 44,000 units.
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5.2 Up to the printing of the annual report, the name and acquisition / subscription status of managers who have acquired employee sha
bscription warrants and the top ten employees who have acquired share subscription warrants and are eligible to subscribe the sharess.

re su

April 30, 2018
Number of Performed (Note 2) To be Performed (Note 2)
share Percerr]wtage of
S share - Quantity of - Quantity of
subscription P . .
Job Title (Note 1) Name Witﬁ subscription Quantity of Price of Amount of share Quantity of Price of Amount of share
Fon share S share L
P subscription S share share subscription L share share subscription
subscription to the total |subscription bscripti bscripti h | subscription bscrinti bscrinti h |
(thousand | W b (thousand su s’i:l[llgtlon SL’J\I_I?;rll%t(;gn tot etzta (thousand su s’::ltllgtlon st;\l_?;rll%tolgn tot et(()jta
issue
shares) shares) ( ) ( ' ) ISsue shares) ( ) ( ' ) Issue
shares shares
Group GM Chen Chien-Tun
Divison GM Huang Tsung-Wen
Divison GM Chang Jui-Ju
Divison VGM Li Ruei-wen (Note 7)
Divison VGM Lin Chih-jen (Note 8)
Divison VGM Lu Chieh-Kuo (Note 8)
Managers Divison VGM Hsu Ta-chang (Note 8) 715 0.40% 322 17.30 5,570.60 0.18% 393 17.30 6,798.90 0.22%
Divison VGM Lo Ssu-yuan (Note 8)
Divison VGM Tseng Lien-huang (Note 8)
Vice General Manager /
Supervisor of Financial Hsieh Ming-Chu
Department
Supervisor of Accounting .
Department Chung Chi-Wen
Hou Kun-Yu
Hou Fu-Chia
Chen Kuo-Ching
Li Chi-Ming
Employees Lin Tzu-Min o o o
(Note 3) Top Ten Employees Yang Yuan-Chih 600 0.34% 2975 17.30 5,146.75 0.17% 302.5 17.30 5,233.25 0.17%
Li Te-ching
Chung Li-kai
Huang,Yin-nan
Liu,Chign-pao

Noe 1: Managers or e

summarized fo

r

Noe 2: The number of columns shall be adjusted according to the number of times of holding it.
Noe 3:The top ten employeesrefer to employees who have acquired share subscription warrants and are eligible to subscribe the shares. However, managers are excluded in the case.
Noe 4: Here the “total issued shares” refers to the total number of issued shares up to the printing of the annual report (April 30 of 2018) , which is 178,261,604 shares.
Noe 5:When the rights of the employ stock option have been executed, the option price should be disclosed.
Noe 6 : When the rights of the employ stock option have not been executed, the adjusted option price according to the issue method should be disclosed.

Noe 7 : Mr. Ruei-Wen Li was promoted to become the Deputy General Manager on February 1, 2017.

Note 8: Vice Presidents Mr. Lin Chih-Jen, Lu Chieh-Kuo, Hsu Ta-Chang, Lo Ssu-Yuan and Tseng Lien-Huang took office on April 11, 2018
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6. New Restricted Employee Shares:

6.1 As to the report was printed, the related regulation was not applicable.

6.2 The top-10 employees applicable for the share limitation: N/A

7. Status of New Issuance in Connection with Mergers and Acquisitions:

7.1 Share issuance for merger: N/A

7.2 Share issuance for acquisition: N/A

8. Financing Plans and Implementation:
Our company issued the third onshore unsecured convertible corporate bond on August 22,
2016, and the execution of the plan for the use of the fund is as follows:

8.1 Plan

8.1.1. Planned total amount of fund required: NT$500 million.

8.1.2. The source of fund: Issued 5000 third onshore unsecured convertible bonds
with the denomination of NT$100,000 per bond. The issuance
Is according to the full amount of the denomination with 3-year
maturity and 0% interest rate. The expected amount of fund
raised is NT$500 million.

8.1.3. Planned project and the progress of the use of the fund

Unit: NT$1000

The planned progress of the

use of fund
Planned Proiect Expected Total Fund
! Completion Date | Required Year 2016
Season 3
Repayment of bank loans Season 3 of 2016 500,000 500,000
Total 500,000 500,000

8.1.4. Expected Possible Benefits

The purpose of this financing plan of our company is to repay the bank loan of
NT$500 million. Using the bank loan interest rate to calculate our repayment,
it is expected that our company can save the actual interest expenditure of
NT$1.667 million in 2016. Hereafter, it is expected that our company can save
actual interest expenditure of NT$5 million per year. Moreover, this plan can
strengthen our company’s financial structure as well as enhance our current
ratio and quick ratio. In addition, the conversion of convertible corporate bond
can contribute to the soundness of our financial structure, which can be
beneficial to the overall operational development of our company.




8.2 Implementation Status

The Company’s 3™ offering of domestic unsecured convertible corporate bonds was
completed on August 22, 2016 and implemented in the third quarter of 2016
according to the schedule.

Unit: NT$ thousands; %

Implementation Implementation Status Reasons for advanced or
Project Situation Amount of | Implementation dglayed progressl, and
Expenditure Progress improvement plan.
Repayment of Scheduled 500,000 100% The implementation is
completed according to the
Bank Loans Actual 500,000 100% schedule.
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Part 5. Operational Highlights

1. Business Activities
1.1 Business Range
1.1.1. Contents of business range

MIC and its subsidiaries (referred to collectively as MIC hereafter) perform
business in the following four categories:

(1) Sales and service of high-tech equipment and materials: MIC provides sales,
distribution, service and technical support for process and factory
management infrastructure for high-tech industries such as semiconductor
manufacturing and photo-electronics, as well as the associated materials,
chemicals and parts/components.

(2) Automatic supplying systems: MIC provides planning, design, construction,
supervision, installation, testing, operating consultation and warranty service
for gas supply, automatic chemical feeding system, special gas and factory
monitoring systems for high-tech industry facilities such as those in
semiconductor manufacturing, photo-electronics and biochemical and
pharmaceutical companies.

(3)Total Facility Engineering Turnkey Project: for this part, MIC provides
service for turn-key projects for high-tech industry facilities such as those in
semiconductor manufacturing, photo-electronics and biochemical and
pharmaceutical companies from electrical system, clean room, factory
peripherals to process equipment. Also, MIC is known for the integration of
electrical systems in, for example, petrochemical compound, traditional
industry facilities and smart buildings.

(4) R&D and manufacturing of customized equipment: MIC designs and builds
automatic factory and process equipment to the needs of clients in
semiconductor manufacturing, photo-electronics and other high-tech
industries as well as traditional industries.

1.1.2. Business percentages
In NT$1,000 or %

2016 2017

ear Business Business

Product or service cat. - Business % . Business %
incomes incomes
R &D and manufacturing of
customized equipment 4,926,629 26.42 5,980,118 29.59
Sales and service ofhigh-tech
equipment and material 5,139,244 27.55 5,051,537 24.99
'Protgl Facility Engineering Turnkey 4,530,809 2499 4.716,085 23.33
roject

Automatic Supplying system 4,054,259 21.74 4,464,254 22.09
Total 18,650,941 100.00 20,211,994 100.00

Note: Disclosed based on the consolidated reports of 2016 and 2017 as certified by accountant.

1.1.3. Current lines of product (service) offered by MIC
(1) Sales and service of high-tech equipment and materials:
(1.1)Semiconductor mask process

® Photoresist application equipment

@ Development and etching equipment

® Mask cleaning equipment

@ Positive photoresist cleaning agent

@ Positive photoresist cleaning (removal) agent
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® Chromium etching solution

® Positive photoresist development solution

® Mask flatness measuring equipment

® Mask circuit design software

® Mask Laser Pattern Generator

® Mask Inspection

® Mask Laser Repair

® EUV Mask Reflectometer

® EUV Mask Pellicle Transmission Measurement Tool
® Mask Critical Dimension Measurement Tool

(1.2)I1C manufacturing process

® Wafer defect inspection equipment

® Wafer defect inspection equipment for residual chemicals and electric
charges

® X-Ray film measurement system

® Vertical furnace

® Batch-type BCD process tool

® MMT plasma Nitridation/Oxidation system

® lon Implanter

® 4-point probe electric resistance measurement system

® \Wafer backside/edge inspection tool

® Chemical/mechanical wafer cleaning brush

® Chemical/mechanical abrasive discs

® Silicon carbide (SiC) chips

® Silicon carbide (SiC) Powder

® Special gas for manufacturing process

® Unique chemical solution for the production process of filming

(TDMAS, TDMAH etc.)

® Wafer chemical cleaning etching solution for production

® Oring for production

® Graphite material / component for production

® Ceramic material / component for production

® Quartz process kit for furnace tool

® Temperature and humidity control equipments for Track machine

® Chemical filter for Scanner and Track

® Chemical filter for factory gas

® Lens filter for Scanner

® Photoresists for production

@ Stripper for production

® Filter for solutions used in the production

® Thinner and wafer edge bead removal for production

® Production parameter analysis software

® Physical parameter measurement systems

® IC rearend: TR FVI

® Integrated Gas Delivery System

® TAISEI cleaning room / machine antiseismic design
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® THK seismic isolation plate

4-point probe measurement system
Single wafer heating equipment

Dicing UV cure system

Wafer overlay error measurement system

® High-Quality cleanroom wiper

Multi-functional cofocal microscopy

(1.3) IC packaging process

WLCSP Ball Mounter

WLCSP Inspection & Repair

WLCSP Solder ball composition and thickness XRF metrology
Macroscopic and microscopic examiners

IC coplanarity examiner

Defoaming mixer

Coplanarity tester (stamp-sized flash memory card)
Die Attach

Under Fill

PR Stripper

EBR

Cu/Silver Alloy Bonding wire

(1.4) LCD and color filter processes

Dry etching system

® Laser cutting tools for glass/COP/PET/PI

Defect inspection and repair for color filters
Glass substrate transportation
Automated warehouse
Automatic guided vehicles and railed vehicles
Cofocal laser microscopes
Mask inspection system
Etching, photoresist removal, cleaning, developing, glass regeneration
tools and sealants
Polarizing, sealant removal, regeneration and cleaning tools and FA
systems
Module lamination equipment
Aging equipment
Liquid crystal injector
Sealing machine
3D non-contact shape inspector
Roll-to-roll embossing
TFT materials: photoresist, metal targets
CF materials: sensitive separator, BM photoresist, White Color
photoresist ~ QD Material
CELL materials: glass cleaning bands/ Brush, glass cutting wheels,
ODF Sealant, Grinding Wheel
LCM materials: Anti-water Glue ~ Protect Glue
LCM materials: inductors
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® FPCB materials: Pl materials,PV vanish

® Thinning materials: sealants, cleaning agent

® Touch screen materials: OCR, Hard coat materials, Intelimer Tape

® OLED materials: materials for luminescent layer, electron hole layer
and electron layer, and metal mask cleaning agent, Barrier Film -~
Supporting Film

(1.5) GaAs process for LEDs

® EPI-Wafers

® Substrates

® Organic metal materials

® Green SiC abrasive powder (GC)

® B,C abrasive powder

® Abrasive pads

® Abrasive slurry

® Photoresist)

® Sapphire wafer material: Al,O3

® X-ray diffraction (XRD) for sapphire wafers and substrates
® Sapphire substrate polishing and abrasion equipment (CMP)
® Sapphire substrate flatness measurement

® Dicing Saw and Lapping

® Al,O3 blocks

® Diamond wires

® HRXRDX-Ray film measurement

® XRD X-Ray tools

® Sapphire substrate/wafer flatness measurement tools

(1.6) Front end process for LEDs
® Sapphire PSS AOI machine
(1.7) Passive elements

® Carrier-type inspector for passive elements / TR FVI / Laser etching
machine

(1.8) Solar power equipment:

® PECVD Si3N, coating and SiO, coating machines

® DF POCL3 P dopant high resistance production machines and
high-temperature annealing machines

@ Inline multi-chip acid etching tools

® Inline PSG machines

® Inline PSG + machines

® Single-chip etching production machines

® Auto load/unload /semi-auto machines

® Single-chip non-alcohol etching additives

® Silver powder (pellets, flakes) / AgCu powder (flakes)

® Single/multi-chip backflip additives

® With coating, without coating graphite boat, Graphite plate, Graphite
PIN, Ceramic Stick, Ceramic Rod
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(2) Total Facility Engineering Turnkey Project:

(2.1)Design, manufacturing, construction, installation and testing of
automatic gas supply system

(2.2)Design, manufacturing, construction, installation, testing and after
service of automatic chemical supply system

(2.3)Design, construction, installation, testing and after service of systems
for ultrapure water, pure steam, injection water and wastewater
treatment

(2.4) Operating service
(2.5) Factory automation
A. Factory management and control system (FMCS)

a. Design, construction, installation, testing and after service of
automatic special gas control system and total factory management
system

b. Design, construction, installation, testing and after service of
automatic clean room management system and automatic HVAC
and air conditioning management system

c. Consultation system and performance improvement for energy
management system for the manufacturing industry

B. Computer-integrated manufacturing (C1M)

a. Sales and distribution of MES (Manufacturing Execution System),
its introduction and after service

b. Sales and distribution of APC (Advance Process Control) system, its
introduction and after service

c. Consultation, and development of customized automatic factory
systems

d. Sales and distribution of dry pump & heater monitoring and warning
system to predict possible malfunctions in order to prevent
discarding of defected wafers and cut the costs for wafer foundry.

e. Introduction and after service of RFID applications to allow for
traceability and information feedbacks of products in the logistics
supply chain and production history.

C. Importing of automation products

a. Importing and sales of energy efficiency and CO2 reduction
management system (BizShaker_Green)

b. Importing and sales of expert system for dry pump management
(BizShaker_Foresight)

. Importing and sales of gas management system (BizShaker GMS)

. Customized control system ODM

Factory management system (BizShaker Facility Monitoring

Control System)

f. Remote control system for safe production of coal mining
(BizShaker MMCS)

. Intelligent solar power management system (BizShaker Solar)

. Automatic building management system (BizShaker Building
Management System)

®© o0

o Q
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(2.6)Information, communications, corporate information and program
service

A. Enterprise resource planning (ERP)

B. New Generation Business Discovery

C. Big Data

D. Security

E. Consultation Service

F. Implementation Service

G. Customization Service

H. Cloud service planning and development

I. Intelligent School Solutions
® Flipped learning
® Touched reading
® Rewarding mechanism
® Assessment and test
® Teaching Content
® Smart general affairs

J. Information/communication solution introduction and system integration
® Business Support Systems and Operation Support Systems for
telecommunications business
® Customer Relationship Management System
® Charging and Billing System
® Order Management System
® Provisioning System
® Fault Management System
® Performance Management System
® Call Center System

K. Value-added service system
® Enterprise Short Message System
® e-Books System
® Content Management Platform
® Voice mail VPN system

L.Planning and consulting for communication systems
® System framework analysis and design
® Business demand analysis
@ Call center system planning
® Network administration center system planning

M. Importing and sales of software and hardware of communications and
corporate information service
® Servers, network equipment and storage equipment
® OS, database programs, middleware, and application software
authorization

N. Outsourced management for information/communication systems
® Information data center and leasing
® cMail rental
® PC servicing
® \Web hosting
® \Web management
® Application operation maintenance

0. Sensing and messaging platform
@ Beacon sensing smart marketing system
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@ Smart image recognition system
P. Application System Performance
Q. New Generation Internet Surveillance and Warning System
R. Automated meeting room asset management system - AMM
S. Radio voice integration solution - KoKoRadio

T. E-Commerce Platform design and installation services - eCommerce
Service

U. Smart Healthcare Service Platform and Smart Hospital Solution
(3)Total ficlity engineering turnkey project

(3.1)Turn-key projects for high-tech factories, pharmaceutical factories and
biotechnical labs

(3.2)Total turn-key hook-up projects for high-tech factories, pharmaceutical
factories and biotechnical labs

(3.3)Electric/mechanical system projects for petrochemical factories, traditional
industrial facilities and intelligent buildings

(3.4)Engineering projects for mass transit system
(3.5)Biochemical and medical facilities
(3.6)Water resource and energy management
(3.7)Information data center project

(4) R&D and manufacturing of customized equipment:

(4.1)Design and manufacturing of automatic production systems for
photo-electronics industry

(4.2)Total design and development solutions for production information integration
system

(4.3)Design and production of image inspection equipment

(4.4)Turn-key projects for Patterned Sapphire Substrate (PSS) process equipment
for LEDs

(4.5)Design and production of automatic logistics system for IT industry

(4.6)Design and production of automatic logistics system for biotechnical and
medical industries

(4.7)Design and production of automatic logistics system for food industry
(4.8)Design and production of automatic logistics system for traditional industries
(4.9)Equipment OEM

® OEM equipment production

® Technical design for ODM equipment

® Precision vacuum chamber assembly and production

® Search and production of precision machined pieces

® Local production of parts and components
® Global sourcing and purchase of parts
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1.1.4. New product planning and development (service)

(1) Expansion off depth and breadth of imported product lines to set foot in the
semiconductor testing at the rear end and LCM for TFT-LCD

(2) Development of total high-tech factory integration capability, lateral integration
of engineering ability for pure water and process cooling, upward integration
with ME engineering and total factory solution and downward development of
integrated connection with process equipment in the factory.

(3) Development of design and installation of facilities for typical industries, such
as petrochemical and traditional factories

(4) Development of HMI for automatic delivery system and system service patterns

(5) LED wafer process equipment

(6) Automatic testing techniques

(7) CIM techniques

(8) Continue to work with original manufacturers for the development of
equipment modules, and develop process equipment or join force with clients
for customization of process equipment based on market demands and clients’
needs.

(9) Development of ESD (Electronic static Discharge) real-time monitoring system,
manufacturing industry project program outsourcing, and energy analysis for
manufacturing facilities and processes.

(10) Information/communications, corporate information and software service

(10.1) Importing or development of important service elements in digital content

service platform, including:

® Payment gateway that deals with payment verification and transactions

@ Digital rights management used for the management of download and play
authorization for digital contents and content encryption/decryption.

® Mobile device management: management of firmware, OS, web browsers,
content players and APPs at the intelligent end to provide the service
platform that telecommunication clients need for 4G service development.

(10.2) R&D project for corporate service platform products:
@ Information action inquiries for corporate decision making
@ Information action inquiries for corporate business
® New generation corporate information management system
® Corporate decision making analysis products

(10.3) Development of the technology of Big Data information analysis platform
(10.4) Development of the IoT power consumption application technology
(10.5) A collaborated research on information security technology

(10.6) Self service kiosk and cloud management platform, including ordering,
ticketing and retailing services, which can save man power and enhance
convenience.)

(11) Augmented reality cloud recognition and content management platform, a new
type of marketing instruments for enterprises or stores which provides original
AR contents and can be freely updated and maintained.

(12)PHM(Prognostic and Health Management): Regarding the MOCVD/PECVD/Dry
Pump equipment defect pre-diagnosis system, it provides an early warning,
reduces product defects and increases the utilization of facilities.

(12.1) NRF (Next n-Run failure): PHM NRF function can predict whether the
critical components will fail during the next n-run process.

(12.2) RUL (Remaining Useful Life): PHM RUL function can predict the
remaining life of the critical components.

(12.3)PHM benefits:
® Early detect the abnormal pattern of components and find the source of
failure quickly.
® Immediately predict whether components will fail during the next n-runs
process to reduce cost of consumables.
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® Estimate remaining useful life of critical components to optimize the
maintenance schedules.

(13) Industry 4.0 Expert Consultant Team: MIC can provide intelligent
machinery/robot technical services, Internet of things technical services,
manufacturing digital services, big data technology services, etc. For
automation technology services, MIC can provide automated material storage
and transportation technology, automated manufacturing technology,
automation system integration planning technology, etc.

(14) Image Security and Surveillance System: System designed based on on-site
environment, which integrates and optimizes existing CCTV recordings to
provide intuitive, smart and blindspotless surveillance system.

(15) Smart Healthcare Service Platform and Smart Hospital : Healthcare Platform -
Medical Equipment Cloud ~ Community Health Station and Smart Treatment,
etc.

1.2 Current status of industry
1.2.1 Current status and development of industry

MIC’s revenues come mostly from selling and maintenance of equipment and
materials for ICs, TFT-LCDs, LEDs, color filters, GaAs, IC packaging, flip-chip
substrates, and solar panels in high-tech and traditional industries in addition to the
planning, design, construction, installation and testing automatic management systems
for gases, chemicals and monitoring systems used in high-tech industries. Since 2003,
MIC has started the manufacturing of process equipment in addition to the original
design, manufacturing and installation of factory equipment. MIC is always on the
lookout for any opportunity to join force of major players around the world and build
up our own OEM and ODM capabilities, strengthen local ODM development and
ultimate establish our own edge in the competitive market. The following provides the
breakdown of the industries that MIC is involved

(1IC (Semiconductor) Industry

OCurrent Status and development of Worldwide IC industry

The top ten list puts Apple in second place behind Samsung in terms of
semiconductor spending, with Gartner reporting the iPhone producer spent
approximately $38.754 billion on the components in all of 2017, giving it a
market share of 9.2 percent. Compared to the $30.39 billion reportedly spent
in 2016, this is said to represent a growth in spending by Apple of 27.5
percent.

Ahead of Apple, Samsung spent $31.426 billion on the chips in 2016, just
over a billion more than Apple did in the same year. In 2017, Samsung is
claimed to have spent $43.108 billion on the chips, a 37.2 percent
year-on-year increase and $4.3 billion more than Apple's expenditure in the
same period, giving the South Korean electronics giant a 10.3 percent share
of the market.

Combined together, Samsung and Apple consumed $81.8 billion in
semiconductors in 2017, according to the report, an increase of more than
$20 billion compared to what they spent in total the previous year.




Table 1. Preliminary Ranking of Top 10 Companies by Semiconductor
Design TAM, Worldwide, (Millions of Dollars)

2016 2017 Company 2017 Markei Growth (%)
Ranking 2016-2017)
Ranking 2016 2017 Share (%,

1 1 Samsung Electronics 31,426 43,108 10.3 37.2
2 2 Wppie® 30,390 38,754 9.2 27.5)
3 3 Dell 13,544 15,702 3.7 15.9{
- Lenovo 13,384 14,671 3.5 9.6
5 5 Huawei 10,782 14,259 3.4 321
7 6 BBK Electronics 6411 12,108 2.9 88.8
6 7 HP Inc. 8,906 9,971 2.4 12.0

Hewlett Packard

Enterprises

8 8 6,124 7,189 1.7) 17.5
1" 9 LG Electronics 5,162 6,537 1.6 266
13 10 Westem Digital 4,470 6,210 1.5 38.9
Others 212,906 251,206 59.9 18.0f
Total 343,514 419,720| 100.0 22.2

TAM = total avaitable market
Source: Gartner (January 2018}

Trailing behind Apple is Dell in third, spending $15.702 billion in 2017,
followed by Lenovo's $14.671 billion expenditure, and Huawei's $14.259
billion. The rest of the list consists of BBK Electronics, HP Inc., Hewlett
Packard Enterprises, LG, and Western Digital.

It is reported approximately $419.72 billion was spent on semiconductors in
2017 across the entire market, representing an overall growth in spending of
22.2 percent.

While the increased semiconductor spending could be attributed to higher
sales of products, price increases of DRAM and NAND flash memory also
played a part raising costs for the firms. Supply shortages forced price rises
for memory throughout the year, as well as supply issues in fields such as
microcontrollers, caused prices to inflate, and the majority of hardware
producers are effectively forced to spend more to acquire the
harder-to-attain components.

According to Gartner, the top 10 producers included in the list accounted for
40 percent of the total semiconductor market in 2017, up from 31 percent
from ten years ago. The firm expects the trend to continue, predicting that
the top 10 producers will account for more than 45 percent of total market
spending by 2021.

10 nm nodes began mass production in 2017, with the revenue expected to
reach about $3.72 billion, accounting for more than 95% of the yearly
foundry revenue growth.

The 2017 top ten ranking of foundries remains the same as last year, with
TSMC, GloFo and UMC in the first, second, and third slots
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Table 2. Top 10 Worldwide Semiconductor Foundries by Revenue

Revenue (in USS Million)
Ranking Company 2017

2017 Market

2016 ; YoY Growth share
(estimated)

1 TSMC 29,437 32,040 8.8% 55.9%
2 GLOBALFOUNDRIES 4,999 5,407 8.2% 9.4%
3 UuMcC 4,587 4,898 6.8% 8.5%
4 Samsung 4,284 4,398 2.7% 7.7%
5 SMIC 2,914 3,099 6.3% 5.4%
6 Towerlazz 1,249 1,388 11.1% 2.4%
7 Powerchip 870 1,035 18.9% 1.8%
8 VIS 801 817 2.1% 1.4%
9 Hua Hong Semi 721 807 12.0% 1.4%
10 Dongbu HiTek 666 676 1.5% 1.2%

Note: Samsung and Powerchip are the only IDM foundries included in this table, and the
numbers are an estimate of their foundry service revenue.
Source: TrendForce, 2017/11

TSMC has a dominant market share of 55.9% due to its high production
capacity and a fast yearly growth above the average level worldwide.
GLoFo had revenue growth of 8.2% as a result of higher total production
capacity and a higher utilisation rate. UMC has begun mass production of 14
nm nodes this year, but the revenue of it only accounts for 1% of the entire
annual revenue. However, driven by increased total production capacity and
re-arrangement of product portfolio, the revenue growth turns out to be
6.8%.

Samsung, although leading in 10nm process technology, has limited growth
due to having only Qualcomm is its major 10nm client. SMIC has
constantly expanded its capital expense, but the growth rate is lower than
the average because the actual added production capacity is limited in 2017
and the bottleneck of 28nm yield rate has not be overcome yet.

Tower Jazzvand Hua Hong have raised their production capacity to gain
more than 10% growth while the market shows constant demand for 200mm
wafer.

Powerchip has a high growth rate as it has increased the proportion of
foundry services in its entire business.As for next year, the advancement of
process technology will still be a focus of industry, and 7nm nodes are
expected to drive the revenue.

On the other hand, driven by demand for electric vehicles and 5G, foundries
are taking active part in development of the 3rd-generation semiconductor
materials such as SiC and GaN, which will bring more changes in industry
chain.For example, TSMC provides GaN foundry services and X-Fab
announces that SiC foundry services will contribute to revenue in Q4 of
2017.
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Gartner, the international research and advisory company, has raised the annual
global growth rate of semiconductor market to 7.5% this year based on the
memory market of 2018 better than expected. Compared with the previously
prediction of 4%, the increase range is nearly double. Although Gartner believes
that the output value of the memory market will be dropped in 2019, it will
cause small impact on entire semiconductor industry and just a slight decline in
the global semiconductor sales. Gartner’s original forecast showed that the
output value of global semiconductor market in 2018 would grow by 4%
compared with last year. However, due to the memory market condition better
than expected, the global semiconductor sales is expected to increase US$23.6
billion and the overall market size will reach US$451 billion. The growth rate
will be 7.5% from the US$419 billion of 2017. The excellent performance
throughout the year 2017 will last to 2018 and drive the global growth of the
semiconductor industry better than expected. Of the added value US$23.6 billion
of this revision, US$19.5 billion come from the memory market. The main
reason is expecting that the prices of DRAM and NAND Flash will keep going

up this year.

Based on the quarterly review, Gartner expects that the semiconductor market
sales in the first quarter of this year will experience a regular slack season effect.
The quarterly rate of decrease is estimated at about 4-6%. The second and the
third quarters will enter the high season of inventory replenishment and the sales
value will show a quarter-over-quarter growth trend. The fourth quarter is

estimated a slight drop compared with the previous quarter.

Gartner expects the semiconductor market growth rate of this year, the memory
market excluded, will be reduced from 9.4% of 2017 to 4.6%, However, the
growth of field-programmable gate arrays (FPGAS), optoelectronic devices,
application-specific integrated circuit (ASICs), non-optical sensors, etc. will be
more prominent. As the application-specific standard parts (ASSPs), this market
is notable this year because the applications of graphics processing units (GPUs)
in e-sports and high-performance computing have increased, as well as have
revised up the forecasts of automotive semiconductors and wired communication

chips market.
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Table 3 2017E Top 10 Fabless/System IC Companies Revenue

2017E Top 10 Fabless/System IC Companies (SM)

2017E Company Headquarters 2016 2017E 2017/2016
Rank TotIC Tot IC % Change
1 Qualcomm U.S. 15,414 17,078 11%

2 |Broadcom Ltd. Singapore 13,846 16,065 16%

3 Nvidia U.S. 6,389 9,228 44%

4 [MediaTek Taiwan 8,809 7,875 -11%

5 |Apple* u.s. 6,493 6,660 3%

6 |AMD U.s. 4,272 5,249 23%

7  |HiSilicon China 3,910 4,715 21%

8 |Xilinx uU.S. 2,311 2,475 7%

9 Marvell uU.s. 2,407 2,390 -1%
10 U_nlgroup""‘ China 1,880 2,050 9%

—  Top 10 Total —_ 65,731 73,785 12%
—  Other — 24,694 26,825 9%

= Total Fabless/System = 90,425 | 100610 | 11%

*Custom ICs provided by foundries for internal use.
**Includes Spreadtrum and RDA
Source: Company reports, IC Insights' Strategic Reviews database

IC Insights » 2018/01

IC Insights is currently researching and writing its 21st edition of The McClean
Report, which will be released later this month. As part of the report, a listing of
the 2017 top 50 fabless IC suppliers will be presented.

Figure 1 shows the top 10 ranking of fabless IC suppliers for 2017. Two
China-based fabless companies made the top 10 ranking last year—HiSilicon,
which sells most of its devices as internal transfers to smartphone supplier
Huawei, and Unigroup, which includes the IC sales of both Spreadtrum and
RDA. Fabless company IC sales are estimated to have exceeded $100 billion in
2017, the first time this milestone has been reached.

Source :

Chart 2 Forecast Monthly Installed Capacity Shares-by Wafer Size
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As shown in Figure 1, 300mm wafers represented 63.6% of worldwide IC fab
capacity at the end of 2016 and are projected to reach 71.2% by the end of 2021,
which translates into a CAGR of 8.1% in terms of silicon area for processing by
plant equipment in the five-year period.

The report’s count of 98 production-class 300mm fabs in use worldwide at the
end of 2016 excludes numerous R&D front-end lines and a few high-volume
300mm plants that make non-IC semiconductors (such as power transistors).

Currently, there are eight 300mm wafer fabs that have opened or are scheduled
to open in 2017, which is the highest number in one year since 2014 when seven
were added.

Another nine are scheduled to open in 2018. Virtually all these new fabs will be
for DRAM, flash memory, or foundry capacity, according to the report.

Even though 300mm wafers are now the majority wafer size in use, both in terms
of total surface area and in actual quantity of wafers, there is still much life
remaining in 200mm fabs, the capacity report concludes. IC production capacity
on 200mm wafers is expected to increase every year through 2021, growing at a
CAGR of 1.1% in terms of total available silicon area.

Chart3 Forecast Monthly Installed Capacity-by Product Type
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However, the share of the IC industry’s monthly wafer capacity represented by
200mm wafers is forecast to drop from 28.4% in 2016 to 22.8% in 2021.

IC Insights believes there is still much life left in 200mm fabs because not all
semiconductor devices are able to take advantage of the cost savings 300mm
wafers can provide. Fabs running 200mm wafers will continue to be profitable
for many more years for the fabrication of numerous types of ICs, such as
specialty memories, display drivers, microcontrollers, and RF and analog
products.

In addition, 200mm fabs are also used for manufacturing MEMS-based “non-1C”
products such as accelerometers, pressure sensors, and actuators, including
acoustic-wave RF filtering devices and micro-mirror chips for digital projectors
and displays, as well as power discrete semiconductors and some high-brightness
LEDs.
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The year-end update to the SEMI World Fab Forecast report reveals 2017
spending on fab equipment investments will reach an all-time high of $57 billion.
High chip demand, strong pricing for memory, and fierce competition are driving
the high-level of fab investments, with many companies investing at previously
unseen levels for new fab construction and fab equipment.

Chart 4

The SEMI World Fab Forecast data shows fab equipment spending in 2017
totaling US$57 billion, an increase of 41 percent year-over-year (YoY). In 2018,
spending is expected to increase 11 percent to US$63 billion.

While many companies, including Intel, Micron, Toshiba (and Western Digital),
and GLOBALFOUNDRIES increased fab investments for 2017 and 2018, the
strong increase reflects spending by just two companies and primarily one
region.

SEMI data shows a surge of investments in Korea, due primarily to Samsung,
which is expected to increase its fab equipment spending by 128 percent in 2017,
from US$8 billion to US$18 billion. SK Hynix also increased fab equipment
spending, by about 70 percent, to US$5.5 billion, the largest spending level in its
history. While the majority of Samsung and SK Hynix spending remains in
Korea, some will take place in China and the United States. Both Samsung and
SK Hynix are expected to maintain high levels of investments in 2018.
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Chart5 Fab Equipment Spending by Region

In 2018, China is expected to begin equipping many fabs constructed in 2017. In
the past, non-Chinese companies accounted for most fab investments in China.
For the first time, in 2018 Chinese-owned device manufacturers will approach
parity, spending nearly as much on fab equipment as their non-Chinese
counterparts. In 2018, Chinese-owned companies are expected to invest about
US$5.8 billion, while non-Chinese will invest US$6.7 billion. Many new
companies such as Yangtze Memory Technology, Fujian Jin Hua, Hua Li, and
Hefei Chang Xin Memory are investing heavily in the region.

Historic highs in equipment spending in 2017 and 2018 reflect growing demand
for advanced devices. This spending follows unprecedented growth in
construction spending for new fabs also detailed in the SEMI World Fab
Forecast report. Construction spending will reach all-time highs with China
construction spending taking the lead at US$6 billion in 2017 and US$6.6 billion
in 2018, establishing another record: no region has ever spent more than US$6
billion in a single year for construction.

Table 4 Annual Silicon Industry Trends
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According to SEMI Silicon Manufacturers Group (SMG), silicon wafer area
shipments in 2017 totaled 11,810 million square inches (MSI), up from the
previous market high of 10,738MSI shipped during 2016. Revenues totaled
USD8.71B, 21% higher from the USD7.21B posted in 2016. (Electronics
Weekly, Laoyaoba, SEMI, press)

“Annual semiconductor silicon volume shipments reached record levels for the
fourth year in a row,” said Neil Weaver, chairman of SEMI SMG, and Director,
Product Development and Applications Engineering, at Shin-Etsu Handotali
America. “Annual silicon revenue also increased last year but remains well
below the market high set 10 years ago

Chart 6 Global Silicon Wafer Demand
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SUMCO is a Japanese based company and is responsible for over 60 percent of
the world’s silicon wafer supply. With a 20 percent price increase, CPU, GPU,
DRAM and Flash makers may have taken their business elsewhere, but it looks
like they won’t necessarily have that opportunity. This week, GlobalWafers
Chairwoman, Doris Hsu, informed shareholders that the company would raise
prices for silicon wafers by 20 percent this year

Apparently, the biggest reason for this price increase is a shortage in 12-inch,
300mm wafers, which are traditionally used to build processors, graphics chips
and RAM. Given that GPU prices have already risen to ridiculous heights due to
crypto-mining, this is an additional blow to DIY PC builders.

Last year when SUMCO revealed its own price hikes, the company estimated
that global wafer demands will rise to 6.6 million per month by 2020. Hopefully
by then, we’ll see production increase but for the time being, it looks like we will
be stuck with price hikes as demand outstrips supply.

Table5 Silicon Wafer Price Increase Status

- Average Contract Price (USD)
Silicon Wafer Type 1604 1701 172 1703
12-inch polished wafer 50~60 55~65 65~70 80~85
12-inch epitaxial wafer 80 85~90 90~95 100~110
Advanced 12-inch wafer of =<20nm 120 130 140 150
Source : SEMI » 2018/01
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Annual  semiconductor unit  shipments  (integrated circuits and
opto-sensor-discretes, or O-S-D, devices) are expected to grow 9% in 2018 and
top one trillion units for the first time, based on data presented in the new, 2018
edition of IC Insights’ McClean Report—A Complete Analysis and Forecast of
the Integrated Circuit Industry (Figure 1). For 2018, semiconductor unit
shipments are forecast to climb to 1,075.1 billion, which equates to 9% growth
for the year. Starting in 1978 with 32.6 billion units and going through 2018, the
compound annual growth rate for semiconductor units is forecast to be 9.1%, a
solid growth figure over the 40 year span.

Chart7 Tracking Semiconductor Unit Growth
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Semiconductor units forecast to increase 9% with IC units rising
11%, O-S-D units growing 8%.

The analog chip segment, buoyed by expansion in power management and
automotive, is expected to be the fastest growing segment of the broader
semiconductor market over the next five years, according to market research firm
IC Insights.

Sales of analog chips — including both general purpose and application-specific
devices — are forecast to increase at a compound annual growth rate (CAGR) of
6.6 percent from 2017 to 2022, rising to $74.8 billion from $54.5 billion,
according to the 2018 edition of IC Insights’ annual McClean Report.

The broader IC market is projected to grow at a 5.1 percent CAGR over the same
period, according to the report.

IC Insights is projecting that IC sales will grow by some 8 percent this year after
growing by 22 percent in 2017. The firm expects total chip sales to reach $393.9
billion in 2018, growing to $466.8 billion in 2022,

Strong sales of power management ICs, application-specific analog chips and
signal converter components are expected to be the main drivers of analog
growth over the next five years, IC Insights said.
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Chart 8 Market CAGRs of Major Product Categories
(2017-2020F)
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Thanks largely to the growth of autonomous and electric vehicles, the McClean
report predicts that the market for automotive analog chips will increase by 15
percent this year, making it the fastest growing analog IC category and the
third-fastest growing of 33 IC product categories classified by the World
Semiconductor Trade Statistics organization.

Meanwhile, the market for power management ICs is forecast to grow by 8
percent in 2018 after expanding by 12 percent last year, IC Insights said. Signal
conversion components — used mainly in communications and consumer
applications — are forecast to continue ?rowing rapidly, with sales increasing by
double-digital percentages in the three of the next five years, IC Insights said.

Like other market watchers, IC Insights expects that increased capacity coming
on line will cause the memory chip market to cool after expanding by 58 percent
last year. The memory segment is forecast to grow at a 5.2 percent CAGR
through 2022

Chart9 2013-2018 Semiconductor Wafer Sales Forecasts
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Source: Topology Research Institute (TRI), 2017/12
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With the help of memory products in 2017, the annual growth rate of global
wafer sales of 2017 is expected to be 20.7%, which would rise above US$400
billion. In 2018, as the application of artificial intelligence, such as Deep
Learning, become more and more mature in various fields, it is expected to
promote the diversification of semiconductor sales activity and the growth rate
will reach 9.5%.

Analog signals can be thought of as those that represent elements and conditions
experienced in the "real" world. These include factors such as light, sound,
temperature, and pressure. Analog signals are a continuous representation of
phenomena in terms of points along a scale. Hype and hoopla surrounding
advances in the world of digital ICs often overshadows developments in the
analog IC business, but as noted in this section, the analog market continues to
play a steady role in the IC industry. Important market, unit shipment, and
pricing data for the overall analog market and for individual segments within
this market (e.g., amplifiers, interface, comparators, etc.) are provided.

Chart 10 Analog IC Sales by Application ($)

Source : IC Insights » 2018/01

Table 6 Trade-offs of Stacked Die, PoP, and System-on-Chip

Stacked Die PoP SoC
Design Good Very Good Poor
Logistics Poor Very Good Very Good
Package Assembly Poor Good Very Good
Board Assembly Very Good Goed Vary Good
Qualificaton (Bum-in) Poor Very Good Unknown
Application Memory t:: medncated :‘me?me ©

Source : IC Insights > 2018/01
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The assembly and packaging of ICs no longer takes a back seat to front-end
processing. For most new IC products, packaging is an integral part of the chip
design and production process; it is no longer just a simple, final step in the chip
supply chain. As a result, accelerating demand for smaller, faster, yet less
expensive products is pressing the packaging industry to keep pace with
advancements in IC process technology.

This section provides an IC unit shipment forecast by package type (e.g., SO,
FP/CC, BGA, wafer-level, bare die, etc.) and data showing how packages have
evolved from simple cookie-cutter type packages to highly sophisticated and
customized solutions. Details are provided on the ball-grid array, chip-scale
package (CSP), bare die or direct-chip attach (DCA), wafer-level packaging, and
multichip package (MCP) technologies, including stacked-chip packages.

The ten largest semiconductor R&D spenders increased their collective
expenditures to $35.9 billion in 2017, an increase of 6% compared to $34.0
billion in 2016. Intel continued to far exceed all other semiconductor companies
with R&D spending that reached $13.1 billion. In addition to representing
21.2% of its semiconductor sales last year, Intel’s R&D spending accounted for
36% of the top 10 R&D spending and about 22% of total worldwide
semiconductor R&D expenditures of $58.9 billion in 2017, according to the
2018 edition of The McClean Report that was released in January 2018. Figure
1 shows IC Insights’ ranking of the top semiconductor R&D spenders, including
both semiconductor manufacturers and fabless suppliers.

Table 7 Top 10 Semiconductor R&D Spenders
(Companies with =$1B in Spending)

201 c R&D Exp | R&D/Sales | 17/16 %
Rank i (SM) (%) Chg in R&D
1 Intel 13,098 21.2% 3%
2 Qualcomm 3,450 20.2% -4%
3 Broadcom* 3,423 19.2% 4%
4 Samsung 3,415 5.2% 19%
5 Toshiba 2,670 20.0% -7%
6 TSMC 2,656 8.3% 20%
7 MediaTek* 1,881 24.0% 9%
8 Micron 1,802 7.5% 8%
9 Nvidia 1,797 19.1% 23%
10 SK Hynix 1,729 6.5% 14%
Top 10 Total 35,921 13.0% 6%

Source: Company reports, IC Insights' Strategic Reviews database
*Sales and R&D spending of acquired semiconductor supplier are included.
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Intel’s R&D expenditures increased just 3% in 2017, below its 8% average
annual growth rate since 2001, according to the new report. Still, Intel’s R&D
spending exceeded the combined R&D spending of the next four
companies—Qualcomm, Broadcom, Samsung, and Toshiba—Iisted in the
ranking.

Underscoring the growing cost of developing new IC technologies, Intel’s
R&D-to-sales ratio has climbed significantly over the past 20 years. In 2017,
Intel’s R&D spending as a percent of sales was 21.2%, down from an all-time
high of 24.0% in 2015. In 2010, the ratio was 16.4%, 14.5% in 2005, 16.0% in
2000, and just 9.3% in 1995.

Qualcomm—the industry’s largest fabless IC supplier—was again ranked as
second-largest R&D spender, a position it first achieved in 2012. Qualcomm’s
semiconductor-related R&D spending was down 4% in 2017, after a 7% drop in
2016, and it was close to being passed up by third place Broadcom and fourth
placed Samsung, whose R&D spending increased 4% and 19%, respectively.

Despite increasing its R&D expenditures by 19% in 2017, Samsung had the
lowest investment-intensity level among the top-10 R&D spenders with research
and development funding at 5.2% of sales last year. Samsung’s 49% increase in
semiconductor revenue in 2017 (driven by strong growth in DRAM and NAND
flash memory) lowered its R&D as a percent of sales ratio from 6.5% in
2016. Micron Technology’s revenues surged 77% in 2017, but its research and
development expenditures grew 8%, resulting in an R&D/sales ratio of 7.5%
compared to 12.5% in 2016. Similarly, SK Hynix’s sales climbed 79% in 2017,
while its research and development spending increased 14% in the year, which
resulted in an R&D/sakes ratio of 6.5% versus 10.2% in 2016.

Fifth-ranked Toshiba and sixth-ranked Taiwan Semiconductor Manufacturing
Co. (TSMC) each allocated about the same amount for R&D spending in
2017. Toshiba’s R&D spending was down 7% while TSMC had one of the
largest increases in R&D spending among the top 10 companies shown in the
figure. TSMC’s R&D expenditures grew by 20% as the foundry raced rivals
Samsung and GlobalFoundries in launching new process technologies, while its
sales rose 9% to $32.2 billion in the year.

Rounding out the top-10 list were MediaTek, Micron, Nvidia, which moved
from 11th place in 2016 to 9th position to displace NXP in the 2017 ranking, and
SK Hynix. Collectively, the top-10 R&D spenders increased their outlays by
6% in 2017, two points more than the 4% R&D increase for the entire
semiconductor industry. Combined R&D spending by the top 10 exceeded total
spending by the rest of the semiconductor companies ($35.9 billion versus $23.0
billion) in 2017.

A total of 18 semiconductor suppliers allocated more than more than $1.0 billion
for R&D spending 2017. The other eight manufacturers were NXP, Tl ST,
AMD, Renesas, Sony, Analog Devices, and GlobalFoundries.

According to SEMI’s 2017 development status of global semiconductor market,
2017 was a record-setting year for semiconductor industry, which had a growth
of 20% compared with the previous year. It is expected that the global
semiconductor market will set a new high in 2018 and the overall market will
challenge US$500 billion level until 2019.
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Chart11 Worldwide Semiconductor Revenue in 2017
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In 2017, the overall semiconductor market set a record of US$400 billion with
an annual increase of 20% due to the excess demand in memory market: DRAM
dramatically grew 75%, NAND Flash grew 45%, and other ICs grew 9%.

Memory Market

Strong Growth in Memory
* Rising ASPs in 2017
* Byte demand growth through 2021
+ 30% DRAM
» 45% NAND Flash

Growth Drivers
* loT
+ Complex Nodes
* Centralze Processing (Datacenters)
* Large-Scale Computing (Hyperscale)
* SSD & Flash Arrays
* Al & Deep Leaming Systems
* Automotive
* Autonomous Vehicles
= Conventional Features (Engine control, navigation
+ Consumer, Communication
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Divided by product applications, the growth of the semiconductor market is
expected to continue all the way to 2025 with the help of the 10T, 5G,
automotive electronics, AR/VR, and artificial intelligence. Furthermore, in the
development of memory market, it is predicted that the demand of DRAM will
rise 30% and 45% for NAND Flash in 2018. On the other hand, due to the
significant growth of DRAM’s production capacity in 2018, the new production
capacity is estimated a growth of 10%.

~78~




Chart 12 Fab Capital Spending
Key Fab Projects — driven by NAND, DRAM and Foundry

Fab Equipment Spending
*  Samsung Pyeongisek P1
= SK Hynix M14 30 NAND line $25
*  Micron Buliding €0 {Lehi) and Fab 10X in Singapore

Toshiba/Flash Alllance Fab 2. Fab 6 and new R&D

Centar

* Inte! Fab BB in China
NDRAJ $
*  Samsung Pyeongtaek P1 and Line 15
*  Micron Fab 15 (Hiroshima) and Fab 18
«  SKHynix M14
+ TSMC Fab 12, Fab 14 and Fab 15
= Samsung S2 and S3
* GLOBALFOUNDRIES Fab 1, Fab B and Fab 11
0

. SMICB 82 and B y Shanghai 300mm £
SMIC Beying B2 and B3, new Shangtai 300mm fab NAND DRAM Fourdry

$20

-
o

USS Billions
“
2

b

and Shenzhen 300mm fab
«  UMC Fab 12A P5 and Xiamen fab 2016 m 2017F ® 2018F

Seutce SEM Workd Fab Forecost Decesmbes 2917

/> semi

Source : SEMI » 2017/12

As for fab investment, IC foundry, 3D NAND Flash, and DRAM are the three
major spending momentums. The semiconductor equipment spending in 2018 is
forecasted to grow 7%, reaching US$60 billion. South Korea will hold its position
as the largest equipment spending market, and China will keep being the highest
growth-rate market.

Table 8 Semiconductor Fab Materials Markets in 2017

Semiconductor Fab Materials Markets-
~10% Revenue Growth in 2017 4% Growth Forecasted for 2018

i 2017F | 2018F
— s SUSB | SUSB

China $2.59 $2.86

Europe 275 2.85
Japan 450 458
South Korea 522 5.52
North America 465 477
SEA/ROW 144 1.52
Taiwan 6.32 6.57

Total $27.5 $28.7
2016 = $24.7 billion e L —

Soroe B Wabrtas Marded Duls Sctogton feverntss 2017

i semi

Source : SEMI » 2017/11
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As for the semiconductor materials, the market had a 10% growth in 2017 than the
previous year, and the estimated growth of 2018 will be a further 4%. Taiwan will
still remain its position as the largest semiconductor materials buyer in the world.

According to the latest update from SEMI, the average shipment amount of
semiconductor equipment manufacturers in North America reached a new high over
the last decade in December 2017. Although the shipment amount dropped slightly
in January 2018, the YoY still increased noticeably to US$2.364 billion. As of
January 2018, the average monthly shipment amount of semiconductor equipment
manufacturers in that area had increased year-over-year for 16 months in succession.
SEMI shows the semiconductor equipment spending forecast will keep growing for
3 consecutive years.

Chart 13 Average Monthly Shipment Amount of Semiconductor Equipment
Manufacturers in North America from 2016 to January 2018
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Chart 14 Worldwide Fab Equipment Spending Analysis and Forecast
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The year-end update to the SEMI World Fab Forecast report reveals 2017 spending
on fab equipment investments will reach an all-time high of $57 billion. High chip
demand, strong pricing for memory, and fierce competition are driving the
high-level of fab investments, with many companies investing at previously unseen
levels for new fab construction and fab equipment. See Table 9.

Table9 2017 Semiconductor Capex by Product Type

2017F 17/16 % of

Product ($8)  %Chg Total

MPU/MCU $11.6 16% 14%
Logic $76 1% 9%
Foundry $228 a% 28%
DRAM/SRAM  $13.0 53% 16%
Flash/NV $19.0 3% 24%
Analog/Other 569 21% 9%
Total $80.9 20%

Semiconductor capital equipment
spending is estimated at US$80.9
Source: IC Insights billion in 2017.

Source: IC Insights » 2017/09

With a projected 53% increase in 2017, and DRAM prices surging since Q3 2016,
the DRAM/SRAM segment is expected to display the largest percentage growth in
capital expenditures of the major product types this year.

With DRAM prices surging since the third quarter of 2016, DRAM manufacturers
are once again stepping up spending in this segment.

Although the majority of this spending is going towards technology advancement,
DRAM producer SK Hynix recently admitted that it can no longer keep up with
demand by technology advancements alone, but needs to begin adding wafer start
capacity.

Even with a DRAM spending surge this year, capital spending for flash memory in
2017 ($19.0 billion) is still expected to be significantly higher than spending
allocated to the DRAM/SRAM category ($13.0 billion).

Overall, IC Insights believes that essentially all of the spending for flash memory in
2017 will be dedicated to 3D NAND process technology, including production of
3D NAND at Samsung’s giant new fab in Pyeongtaek, South Korea.

Capital spending for the flash memory segment is forecast to register a 33% surge
in 2017 after a strong 23% increase in 2016. However, historical precedent in the
memory market shows that too much spending usually leads to overcapacity and
subsequent pricing weakness.

With Samsung, SK Hynix, Micron, Intel, Toshiba/Western Digital/SanDisk, and
XMC/Yangtze River Storage Technology all planning to significantly ramp up 3D
NAND flash capacity over the next couple of years (and new Chinese producers
possibly entering the market), IC Insights believes that the future risk for
overshooting 3D NAND flash market demand is high and growing.
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Chart15 Analog of Worldwide Semiconductor Capital Equipment Revenue
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The surge of Samsung and SK Hynix’s capital spending is driving the
semiconductor equipment market in South Korea. This year is estimated to grow
69%, reaching US$13 billion, and the market will continue to expand at a rate of
3% to US$13.4 billion in 2018.

Taiwan’s semiconductor equipment market will grow 4% to be US$12.7 billion
compared with the previous year. The major momentum is the upgrade of TSMC
for their advanced manufacturing process capacity and the expansion for the
advanced packaging capacity.

From 2017 to 2020, there are 62 wafer fab are under construction in the world and
26 (42%) of them are located in China. 6 fab were completed in 2017 and there will
be another 13 fab completed in 2018.

SEMI data shows a surge of investments in Korea, due primarily to Samsung,
which is expected to increase its fab equipment spending by 128 percent in 2017,
from $8 billion to $18 billion. SK Hynix also increased fab equipment spending, by
about 70 percent, to $5.5 billion, the largest spending level in its history. While the
majority of Samsung and SK Hynix spending remains in Korea, some will take
place in China and the United States. Both Samsung and SK Hynix are expected to
maintain high levels of investments in 2018.

In 2018, China is expected to begin equipping many fabs constructed in 2017. In the
past, non-Chinese companies accounted for most fab investments in China. For the
first time, in 2018 Chinese-owned device manufacturers will approach parity,
spending nearly as much on fab equipment as their non-Chinese counterparts. In
2018, Chinese-owned companies are expected to invest about $5.8 billion, while
non-Chinese will invest $6.7 billion. Many new companies such as Yangtze
Memory Technology, Fujian Jin Hua, Hua Li and Hefei Chang Xin Memory are
investing in the region.

Construction spending will reach all-time highs with China construction spending
taking the lead at $6 billion in 2017 and $6.6 billion in 2018, establishing another
record: no region has ever spent more than $6 billion in a single year for
construction.
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Chart 16

Analog of Worldwide Semiconductor Capital Equipment Revenue
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Table 10 Top 10 Fab Equipment Buyers
2013 2017E 2018F
1 TSMC (C) Samsung (C) Samsung (C)
2 Samsung (C) TSMC (C) Intel (C)
3 Intel Intel (C) TSMC (C)
4 SK Hynix (C) Micron Micron
5 GlobalFoundries SK Hynix (C) Flash Alliance
6 Micron Flash Alliance SK Hynix (C)
7 Flash Alliance UMC (C) GlobalFoundries (C)
8 UMC (C) GlobalFoundries UMC (C)
9 SMIC (C) Nanya Technologies SMIC (C)
10 Sony SMIC (C) Yangtze Memory
Technology (C)
Total $31.0 B $43.5 B 46.6 B
Wafer 87% 88% 86%
Equipment
Market Share
China’s  Wafer 1339 $5.5 B $3.3 B
Equipment
Spending

Source: Metal Industries Research & Development Centre
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In the year-end forecast report release by SEMI, the sales of global semiconductor
equipment in 2017 would grow 35.6%, reaching US$55.9 billion. This would be the
first time that the global semiconductor equipment market had surpassed the
historical record of US$47.7 billion set in 2000. The sales of global semiconductor
equipment market will be expected to continue to grow 7.5% in 2018 to US$60.1
billion, which will set another new high.

SEMTI’s year-end forecast report showed that the “wafer processing equipment” in
2017 is expected to grow 37.5% to US$45 billion. "Other front-end equipment,”
including fab equipment, wafer manufacturing and photomask/reticle equipment, is
estimated a growth at 45.8% to reach US$2.6 billion. In 2017, “Packaging
Equipment” is predicted to grow 25.8% (US$3.8 billion). “Semiconductor Testing
Equipment” will grow 22% this year, reaching US$4.5 billion.

In 2017, South Korea will become the world's largest equipment market for the first
time. Taiwan, who won the leading position for the past 5 years, will drop to the
second place this year, and China in the third. All the regions covered by this report
present the growth trends except the "Others™ (mainly Southeast Asia). The growth
rate of South Korea' will be significantly ahead (132.6%), followed by Europe
(57.2%) and Japan (29.9%).

SEMI forecasts that China will be the one with a dramatic growth of semiconductor
equipment sales (49.3%) in 2018, reaching US$ 11.3 billion, a skyrocket after the
17.5% of 2017. South Korea, China and Taiwan are expected to be the top 3
markets in 2018. South Korea will continue to stay in the first place in succession to
reach US$16.9 billion. China will leap to the second largest market with a US$11.3
billion and Taiwan will have nearly US$11.3 billion.

Chart 17 Global Semiconductor Equipment Sales Forecast (US$ billions)
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Chart 18 Global Semiconductor Equipment Purchase
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SEMVI’s statistic shows the global semiconductor output value of 2017 surpass
US$400 billion for the first time, the YoY growth rate of 20%. The output value
and growth rate both set historical records. The equipment and materials
manufacturers also share the glory. SEMI is optimistic that the growth can last till
2019, as well as positive to the semiconductor industry.

SEMI predicts that the YoY growth rate of semiconductor industry will be
approximately 5-8% this year which may set another new high and will keep
growing next year to US$500 billion for the first time.

SEMI predicts that the fab construction related spending will reach US$13 billion
this year. Once a new fab is completed, the following equipment spending will be
remarkable in 2019 and 2020. The front-end equipment purchase amount of this
year will increase from $56 billion of last year to $63 billion.

The price of silicon wafers is raised by the materials cost as well. The average cost

of last year had a 17% increase, mainly driven by 12-inch silicon wafers. SEMI says
that, even if the price of silicon wafers double, it is in the same level of 2011.
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@Current situation and development of IC industries in Taiwan and China

Chart19 Taiwan’s IC output value

o o——2/7 1111111 A —
Industry News - !r i “u
Semiconductor !
Equipment Output Value
L
The advanced manufacturing process >
gives Taiwan’s semiconductor industry a d
a competitive advantage. This year m P ™ =
(2017), due to the continuous B8 : ('] ) —
production capacity expansion of . — &’;1 {4} ' I
major manufacturers, the output value o o B
of the first quarter arrived at NT$10.6 v—f_‘-\-" > E
billion. The annual output value is i, R .
expected to above NT$40 billionand 5
will set another new high. \
101 102 103 104 105 106f H
2 == i DDA L=

Source: Department of Statistics, MOEA, 2018/01

In 2017, the output value of semiconductor equipment is expected to exceed NT$40
billion: With the rapid development of the semiconductor industry in Taiwan, the
momentum of related production equipment will also increase. The output value of
semiconductor equipment has been growing for 5 years in succession since 2012
and reached NT$39.4 billion in 2016. The industry has continued to increase
production capacity since 2017. The output value of semiconductor equipment was
NT$10.6 billion in the first quarter, a YoY increase of 29%. The output value of
semiconductor equipment is estimated above NT$40 billion this year and will set
another new high.

China is the largest export market for Taiwan’s semiconductor equipment. The
domestic semiconductor equipment contains manufacturing and testing equipment,
and the output value proportion is about 6:4. 70% of the manufacturing equipment
and 53% of testing equipment are mainly for domestic market. In recent years,
equipment manufacturers have actively invested in R&D. Not only earn the
recognition of leading domestic buyers, but also gain overseas markets. According
to the Customs import and export trade statistics, Taiwan’s semiconductor
equipment export value (excluding re-exports) was US$600 million, an annual
increase of 17%, in 2016. The export to China is the largest which takes 56%
(US$400 million), followed by to the United States (9%), Singapore (8%), and
Japan (6%).

Japan and the United States are the main sources for Taiwan’s semiconductor
equipment. Most of the semiconductor equipment in Taiwan rely on imports. Only a
small portion is from domestic supply. According to SEMI’s statistics, the global
semiconductor manufacturing equipment sales amount was US$41.2 billion in 2016.
Taiwan was the largest market for importing equipment. In accordance with Taiwan
Customs import and export trade statistics, the semiconductor equipment import
value of 2016 was US$16.7 billion (re-imports excluded), YoY increase of 29%.
Japan was the biggest supplier for Taiwan with an import amount of US$4.7 billion
(28%), and US was the second, US$4.4 billion (26%), followed by Netherlands
with US$2.8 billion (17%), and Singapore with US$2 billion (12%).

In 2007, Taiwan's semiconductor export amount (including re-exports) was only

US$42.04 billion and grew to US$78.17 billion in 2016. Semiconductor has always
been the most important exported goods for Taiwan during this decade.
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Chart 20

Taiwan Semiconductor Exports from 2007 to 2016
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Source: Taiwan Customs Trade Statistics, data managed by Topology Research Institute, 2017/03

Table11l  Taiwan’s IC Industry Output Value Analysis

g‘;’;""’""‘"""“ 1701 | Qo | Yov | 1702| Qoq | vav | 1703 | Qoo | Yov | 1704 | @oQ | Yov | 2017 | vov
g‘:!"? ‘:’\','VM 5714| -113%| som| 5726| 0.2%| 48% 6428 | 123%| -25%| 6,755 51%| 49%| 24623| 05%
IC Design 1,398 | -125%| -3.7%| 1,506 | 7.7%| -11.3%| 1659 | 10.2%]| -7.0%| 1608 | -31%| 06%| 6171| -55%
IC Manufacturing 3,208 | -11.0%| B.6%| 3,060 | -4.6%| -3.7%| 3,524 | 15.2%| -1.8%| 3,890 | 10.4%| 7.9%] 13682| 27%
Foundry 2849 | -02%( 144%| 2678 | -6.0%| -21%| 3,104 | 159%| -06%| 3430 | 105%| 9.3%| 12061 | 5.0%
Memory andothers | 359 | -23.39%| -225%| 382 | Ga4%| -234%| 420| 9om| -97%| 4c0| 9s5%| -17%| 1621 -118%
IC Packaging 770 | -103%] 55%| 825 | 7a%| 31| 86| 48%| 18%| 870| 06%| 14%| 3330| 28%
IC Testing 338 | -111%| 108%| 335 -09%| -15%| 380| 134%| 13%| 387 | 18%| 1.8%| 1440| 29%
‘C"d“'f" 1,757 | -150%| -B.3%| 1.888| 75%| -11.7%| 2078 | 10.1%| 7.6%| 2068 | -0.5%| 01%| 7792| -6.9%

Remark: (e) for estimation
Source: TSIA, ITRI / Industrial Economics and Knowledge Center, February 2018

ITRI Industrial Economics and Knowledge Center statistics that Taiwan's overall
IC industry output value (including IC design, IC manufacturing, IC packaging, IC
testing) is NT$ 675.5 billion (US$22.2B) in the 4rd quarter of 2017 (17Q4), a 5.1%
increase compared with the previous quarter (17Q3) and YoY growth of 4.9%
compared with the fourth quarter of 2016. The output value of the IC design is
NT$160.8 billion (USD$5.3B), which decreased by 3.1% than the previous quarter
(17Q3), but increased 0.6% compared with the 4th quarter of last year (16Q4). The
IC manufacturing has NT$389 billion (USD$12.8B), a growth of 10.4% compared
with the previous quarter (17Q3) and YoY increase of 7.9%, among which the
foundry has NT$343 billion (USD$11.3B), a growth of 10.5% compared with the
previous quarter (17Q3) and YoY increase of 9.3% compared with the 4th quarter
of last year (16Q4), and Memory & other manufacturing are NT$46 billion
(USD$1.5B), a growth of 9.5% compared with the previous quarter (17Q3), but
YoY of -1.7%. The IC packaging has NT$87 billion (USD$2.9B), which is 0.6%
higher than the previous quarter (17Q3) and 1.4% YoY growth. The IC testing has
NT$38.7 billion (USD$1.3B), which is 1.8% higher than the previous quarter
(17Q3) and YoY increase of 1.8%. The exchange rate of above figures is NT$30.4
to one US dollar.
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Table 12  Taiwan IC Industry Output Value Analysis from 2014 to 2017 and Forecast to 2018
P 2014 2015 2016 2017 2018
NTS : 2014 Growth | 2015 |Growth | 2016 |Growth | 2017 |Growth | 2018 | Growth

Rate Rate Rate Rate Rate
IC industry
Oustput Vale 22033| 167%| 22640| 28%| 24493| 82%| 24623 05%| 26050| 53%
IC Design 57681 198%| 5927| 28%| 6581| 102%| 6171] -55%| 6578| 65%
IC Manutfacturing 11,731 17.7%| 12300 4.9%| 13,324 8.3%| 13682 2.7%| 14492 5.9%
Foundry 9140 20.4%| 10,093 20.4%| 11487 13.8%| 12061 5.0%| 12672 5.1%
Memory and others 25911  9.2%| 2207 -143%| 1,837 -16.8%| 1621 -11.8%| 1,320 12.3%
IC Packaging 3160 | 111%| 3.099| -19%| 3.238| 450%| 3.330| 28%| 3.480[ 45%
IC Testing 1379| B89%| 1314 -4.7%| 1400| 65.0%| 1440| 29%| 1500] 4.2%
IC Products ¢ s
Output Valuie 8,354 | 163%| 8134| -26%| 8368| 290%| 7792| -69% 8398 7.3%
Global Semiconductor _ _ _ » _ _
Eroth Rate 99% -0.2% 11.0% 21.6% 6.1%

Remark: (e) for estimation. Source: TSIA, ITRI /Industrial Economics and Knowledge Center, 2018/02

The statistic of ITRI Industrial Economics and Knowledge Center presents the
output value of Taiwan’s IC industry as NT$2,462.3 billion (US$81.0B), a 0.5%
growth compared with the previous year: The IC Design has NT$617.1 billion
(USD$20.3B), a 5.5% decrease than 2016. The IC manufacturing has NT$1,368.2
billion (USD$45.0B), a 2.7% increase compared with 2016, among which the
foundry has NT$1,206.1 billion (US$39.7B), a 5.0% increase compared with 2016
and memory & other manufacturing have NT$162.1 billion (US$5.3B), a 11.8%
decrease compared with 2016. The IC Packaging has NT$333 billion (US$11.0B),
a 2.8 increase compared with 2016. The IC Testing has NT$144 billion (US$4.7B),
a 2.9% increase compared with 2016. The exchange rate of above figures is
NT$30.4 to one US dollar.

Tablel3  The output value of Taiwan IC industry

IC Design (27%) 6,531 6,184 -5.3%

IC Manufacturing  (54%) 13,324 13,634 2.3%
IC Packaging (13%) 3,238 3,315 2.4%

IC Testing (6%) 1,400 1,431 2.2%
Total 24,493 24,564 0.3%

Source: ITRI Industrial Economics and Knowledge Center/ Metal Industries
Eieseialrch & Development Centre, data managed by Metal Industry Intelligence
Ml

The output value of Taiwan IC industry in 2017 is NT$2,456.4 billion with an
annual growth rate of 0.3% only due to the slow growth of worldwide smart phone
sales.

In 2017, the output value of IC design is estimated at NT$618.4 billion which will
be dropped 5.3% compared with the previous year due to the late release of
MediaTek’s new baseband processor (for Cat 7) as well as their suspension of
low-price strategy because of low gross profit.

The 1C manufacturing output value of 2017 is estimated at NT$1,363.4 billion, an
increase of 2.3% compared with 2016. The main foundries in the second half of the
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year will have a noticeable growth driven by the launch of new products (such as:
iPhone 8).

The output value of IC packaging is estimated at NT$474.6 billion, a slight increase
of 2.2% than 2016. The packaging industry will be driven by the growth of terminal
electronic consumer products under the consecutive worldwide prosperity.

Source: Metal Industries Research & Development Centre

Chart21 Analysis of Taiwan, South Korea and China’s
Semiconductor Equipment Spending
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The 2017 year-end forecast released by SEMI predicts that the ranking of
semiconductor equipment market will be reshuffled in 2018. The growth rate of
China’s semiconductor equipment sales will reach 49.3%, skyrocketed to US$11.33
billion. This sharp increase following by the 17.5% of 2017 will make China to be
the second largest market in the world. South Korea's market size will remain high
at US$16.88 billion next year and continue to top the market. Although Taiwan’s
market size is still above US$11.25 billion, it will drop to the third place.

SEMI shows that, in 2017, Korea will become the world's largest equipment market
for the first time. Taiwan, who won the leading position for the past 5 years, will
drop to the second place this year. China will stay in the third for 2 consecutive
years. All the regions covered by this report present the growth trends except the
region of Southeast Asia and others. As the growth rate, South Korea will be far
ahead with a 132.6%, followed by Europe (57.2%) and Japan (29.9%).

SEMI’s “World Fab Forecast” shows the fab construction projects: In 2017 there
are 62 under construction and 42 more in 2018. Many of them will be located in
China which will drive a noticeable growth of equipment spending for the
following 2 years.
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Chart 22: The Rapid Increase of Worldwide Chart 23: China is expected to become the

Semiconductor Equipment Market second largest equipment market in the
world in 2018
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According to the latest report of TrendForce, China’s IC design industry revenue
will reach RMB 200.6 billion in 2017, a yearly growth of 22%. The growth rate is
expected to remain at around 20%, totaling RMB 240 billion in 2018, pointed out
by Cici Zhang, analyst of TrendForce.

Chart24 Overview of China’s IC Design Industry 2016~2018
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China’s IC design industry has made constant progress to develop more high-end
products, for example, HiSilicon has already adopted 10nm technology in its
high-end models of mobile phones. In addition, HiSilicon and Sanechips (ZTE
Microelectronics) provide NB-loT chip solutions. Cambricon Technologies and
Horizon Robotics race to develop new Al-specific chips. Unigroup Spreadtrum
RDA, Datang, and HiSilicon have released products for 5G network. As for the
overall revenue performance of the industry, many companies record a double-digit
revenue growth.
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Table 14 2017 Renking of China’s IC Design Companies by Revenue

Revenue {RMB $100 million )

Ranking Companies YOY
2016 2017(E)
1 HiSilicon 303 387.00 27.72%
2 Unigroup Spreadtrum RDA 125 110.00 -12.00%
3 Sanechips (ZTE Microelectronics) 56 75.00 33.93%
4 Huada Semiconductor 47.6 52.30 9.87%
5 Goodix 30.79 39.25 27.48%
6 Beijing Smartchip Microelectronics 35.6 38.74 8.82%
7 Silan Microelectronics 23.75 27.33 15.09%
8 WillSemi 21.61 23.57 9.08%
9 Vimicro 20.5 22.50 9.76%
10 |GigaDevice 14.89 21.24 42.67%

Source: TrendForce, 2017/11
Note: 1) The ranking only includes companies based in mainland China
2) Companies like OmniVision, iSSI, etc., which are still in the process of
acquisition by Chinese companies, are excluded in this ranking.

According to TrendForce’s forecast of 2017 IC design industry revenue ranking,
Datang Semiconductor will drop out of top 10, while WillSemi and GigaDevice
enter the list with their remarkable performance in revenue.

To be more specific, HiSilicon records a yearly revenue growth of more than 25%
due to the increasing penetration rate of Kirin chips in phones. The surging mobile
phone shipments of Huawei, the parent company of HiSilicon, also contribute to the
revenue boost. Unigroup Spreadtrum RDA experiences a drop in revenue because
of fierce competition in low- and mid-range market. Sanechips, whose core
business is designing IC components for telecommunication applications, turns out
to have a revenue growth over 30% after expanding its ranges of products.

Huada Semiconductor benefits from rich resources of the corporation and develops
wide ranges of products, including smart card, secure chip, analog circuit, and new
display etc. Its revenue exceeds RMB 5 billion in 2017 for the first time. In the
market of fingerprint sensors, Goodix's market performance is catching up to the
market leader FPC. It records a revenue growth of 25% as a result of its competitive
products and the increasing penetration rate of fingerprint recognition technology in
smartphones. GigaDevice, which enters the top 10 list for the first time, has
excellent market performance on NOR Flash and 32bit MCUs. Its 2017 revenue is
expected to increase by more than 40%, reaching RMB 2 billion.

Driven by advancement of process technology, China’s semiconductor industry will
keep its rapid growth in 2018. The market share of low- and mid-range products in
China’s domestic market is expected to increase. On the other hand, the central
government and local authorities of China will continue supportive policies in IC
design to increase its self-sufficiency in semiconductor production. The second
phase of National IC Fund is being raised, and the portion of funding in IC design
will also be increased and expanded to companies in innovative end-application
markets. 10T, Al, automotive electronics and other innovative applications also
bring growing demand for 1C products.

To learn more about the Breakdown Analysis of China’s Semiconductor Industry
report, please
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According to its latest report Breakdown Analysis of China’s Semiconductor
Industry, TrendForce estimates that the total annual revenue generated by the
country’s domestic IC industry for 2017 will come to RMB 517.6 billion,
representing an increase of 19.39% from 2016. TrendForce further forecasts that
total revenue of China’s IC industry for 2018 will come to a new record high of
around RMB 620 billion, with the annual growth again reaching around the 20%
level. By contrast, the average revenue growth rate of the worldwide IC industry for
2018 is projected at 3.4%.

Chart 25 Revenue and Growth of China’s IC Industry, 2014~2018
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“Developments in China’s IC industry is driven by import substitution demand,
government policies, major funding sources and innovative applications for
semiconductor technologies,” noted Jeter Teo, research director of TrendForce.
“Currently, key products in China’s IC market such as processors and memory
components are still imported from overseas. China in fact has imported more than
RMB 1.4 trillion worth of IC products annually for four consecutive years, from
2012 to 2016. Therefore, increasing domestic IC production has become a critical
mission for the Chinese government.”

China’s recent policies show that the country is more determined than ever to
develop its domestic IC industry. The establishment of the National IC Investment
Fund in 2014 signaled that the Chinese government has changed its approach to
supporting domestic IC companies. Rather than just providing subsidies to
companies like before, the Chinese government is now actively reorganizing the
industry by financially backing effective M&A deals. According to data, the
National IC Investment Fund already raised RMB 138.7 billion in its first round of
fundraising. The total sum raised by other local funds in China for the building of
the domestic IC industry has also exceeded RMB 500 billion. In the past, IC
demand in China mainly came from smartphones, tablets and other consumer
electronics products. Going forward, the Internet of Things (loT), artificial
intelligence (Al), 5G networking and connected smart vehicles will be the
innovative applications generating growth opportunities for the domestic IC
industry.
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https://www.trendforce.com/?utm_medium=TF_home%20page&utm_source=TF_EN&utm_campaign=Press%20Release

China’s IC industry has also undergone structural changes as seen in the revenue
shares taken by different sectors within the industry over the recent years. “For the
first time, IC design houses took more of the industry’s total revenue than testing
and packaging provider in 2016,” Teo pointed out. “Within the 2017 to 2018 period,
the IC design section of the domestic supply chain is going to keep growing. This
growth will be attributed to the 10T market, where Al and 5G solutions will be
driving the expansionary momentum. Other revenue opportunities will come from
emerging applications such as biometric sensor hardware for fingerprint and facial
recognition, dual-lens camera and AMOLED. In 2018, the revenue share of IC
design houses in the Chinese IC industry is forecast to reach 38.8%, the largest
among all sections.”

As for developments in China’s IC manufacturing, the country currently has 22
fabs for 12-inch wafers and 18 fabs for 8-inch wafers. Out of the total number of
12-inch wafer fabs, eight are still under construction. Among the 8-inch wafer fabs,
five are also being built. The revenue share of the manufacturing section in China’s
IC supply chain is forecast to expand rapidly to 28.48% in 2018 as more fabs are
expected to be in operation during the coming year.

The outlook for China’s IC testing and packaging sector is positive as well.
Domestic testing and packaging providers have benefitted from the formation of
industry clusters across the country. Furthermore, their capabilities to produce
high-end solutions are expected to mature as they obtain or develop advanced
technologies and build up their production capacities. Considering various factors
including the gradual advances on the technology front and the steady increases in
volume of product orders, TrendForce believes China’s IC testing and packaging
industry as a whole will maintain double-digit revenue growth for 2017 and 2018.

Chart 26 Revenue of China’s IC Industry by Sector, 2014~2018
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Additionally, the upstream sectors of the China’s IC industry, such as material and
equipment suppliers, can take advantage of the demand created by the significant
number of domestic fabs that are scheduled to enter volume production in 2018.
Thus, future developments in the upstream are also being watched closely by
China’s national and local IC funds as well as by other investment groups.
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Chart 27 Worldwide IC Packaging and Testing Sales Report and Forecast
from 2013 to 2018
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According to Topology’s forecast, worldwide IC packaging and testing in 2017 will
have an increase of 2.2% to be US$51.73 billion, a rebound from the slump in 2016,
due to the increase in demand for mobile communication electronics which drive
the penetration increase of high 1/0 and high integration of an advanced package, as
well higher requirements for packaging and testing quality and quantity
simultaneously.

Table 15 Global Top 9 IC Packaging and Testing Companies in 2017
Unit: US$ million

2017 Ranking |Company Rev/:rrlgzlon %32 Sh'\:raer;gtﬂ Sh'\:raer;gtle YoY
1 ASE 5207 | 489 | 10.1% 9.7%| 6.4%
2 Amkor 4063 | 3,894 7.9% 71.7%| 4.3%
3 JCET 3233 | 2874 6.2% 5.7%| 12.5%
4 SPIL 2,684 | 2,626 5.2% 52%| 2.2%
5 PTI 1,893 | 1,499 3.7%| 3.0%| 26.3%
6 TSHT 1,056 823 20%| 1.6%| 28.3%
7 TFME 910 689 1.8%| 14%| 32.0%
8 KYEC 675 623 1.3%| 12%| 8.3%
9 UTAC-Taiwan 674 689 1.3%| 14%| -2.2%

Source: Topology Research Institute, 2017/11
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In 2017, by the advanced packaging technologies (Filp Chip, Bumping, etc.) and
advanced packaging (Fan-In, Fan-Out, 2.5D IC, SiP, etc.), the production capacity
of China's packaging and testing companies continued to grow as well as the
business acquisitions. The YoY growth of China’s top 3 packaging and testing
companies, Jiangsu Changjiang Electronics Technology Co., Ltd. (JCET), Tianshui
Huatian Technology Co., LTD (TSHT), and Tongfu Microelectronics Co., Ltd.
(TFME) have reached double-digit rate which is better than the global YoY of 2.2%.
It is estimated that the monthly production capacity of 12-inch wafer in China can
actually increase 162,000 units by end of 2018. At that moment, the total monthly
production capacity in China will grow by 1.8 times than the original of 200,000
units. This increased production capacity will become a significant effort for
China’s packaging and testing industries in 2018.

Chart 28 Taiwan and Global Packaging and Testing Equipment Share
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Yole Développement Group’s data presents the global demand of advanced
packaging and testing equipment was US$1.21 billion in 2015, among US$0.36
billion for Taiwan. It forecasts the global demand will increase to US$2.15 billion
in 2018 among which Taiwan will share US$0.93 billion.

The share of Taiwan’s advanced packaging and testing equipment demand was
nearly 30% prior 2015. In 2016, TSMC invested around NT$30 billion in their
InNFO packaging process which brought an increase of over 40% to the demand of
Taiwan’s advanced packaging and testing equipment. The other major companies,
ASE and PTI, also launched the development of FOWLP process due to TSMC’s
investment. The advanced packaging equipment demand in Taiwan is estimated at
US$800 million in 2017. The advanced packaging equipment will also be Taiwan’s
main development trends of rear-end packaging equipment in the future.

Source: Metal Industries Research & Development Centre
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The new build-ups of wafer fabrication plant in China from 2017 to 2020 account
for 42% in the world that arrives at a peak. According to SEMI’s forecast during
the latest two-year (2016-2017), considering the fab of 8-inch and 12-inch wafers,
19 new fab have been established, of which 10 are located in China. SEMI’s further
estimation shows that 26 new Chinese fab will throw into production during these 4
years (from 2017 to 2020). China will become the most active new fab build-up
region in the world. The entire investment plan will account for 42% and be the
biggest investment area of new construction in the world.

Chart 29 Share Analysis and Forecast of China’s Fab Production Capacity
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ASKCI Consulting’s Big Database presents the import volume of China’s IC on
December 2017 was 33.53 billion, YoY growth of -1.4%, and the annual import
volume of 2017 was 377 billion, YoY growth of 10% compared with the previous

year.

Chart 31 China’s IC Import Volume Statistics in 2017
Source: ASKCI, 2018/01
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Chart 32 China’s IC Import Amount Statistics in 2017
Source: ASKCI, 2018/01
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China’s IC import amount was US$24.92 billion on December 2017, a YoY growth
of 3.1%, and its annual import amount (from January 2017 to December 2017)
reached US$260.14 billion, YoY growth of 14.6%.
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Table 16 China’s IC Imports Statistics in 201

Quantity (hundred  Amount (hundred

milionunits). | milion US doliary | "X Quaniity. Yo Amount

2431 156.9 1.7% 0.7%
2482 169.7 23.5% 30.9%
296.1 180.8 9.3% -1.7%
2931 1814 4.5% -1.1%
3161 197.5 12.3% 8.5%
3324 2134 18.2% 12.1%

338 2149 19.7% 17.9%
3458 244 4 6.6% 16.2%
3649 2631 11.8% 18.4%
307.8 2441 9.3% 23.3%
3274 272.5 1.9% 25.9%
3353 2492 -1.4% 3.1%

Source: ASKCI, 2018/01
Website of original text

(2)TFT LCD (Thin film transistor liquid crystal display) Industry

(2.1) Current status and development of Worldwide TFT-LCD industry

WitsView reports that global LCD TV panel shipments increased quarter by
quarter in 2017. 1H17 showed less momentum for holiday sales due to the
high prices, but shipments rebounded in 2H17 as the prices declined and TV
makers prepared for the year-end sales. Moreover, the new production
capacities of BOE’s Gen 8.5 fab in Fuqing and HKC’s Gen 8.6 fab in
Chongging have been focusing on middle-size TV panels (43" and 32"
respectively), bringing the annual shipments beyond expectation to 263.83
million pieces, an increase of 1.3% compared with 2016.

In the global TV panel shipment ranking for 2017, LG Display (LGD) came
first place with a shipment of around 50.85 million pieces last year, a
decrease of 3.9%. LGD expanded its production capacity in Guangzhou fab
for 50K sheet, but in terms of panel size, increasing the production capacity
share of 65" and greater panels has been the trend. Particularly, LGD
shipments of 65" and 75" panels have increased significantly by 38.5% and
132.7% respectively, indicating that LGD has been making efforts to retain
its market share in large-size TV panel sector before BOE’s Gen 10.5 fab
enter mass production.

BOE deliberately slowed down its 32" TV panel production growth in 2017,
so the shipments of this size increased by only 0.4%, totaling 43.81 million
pieces. But its total shipments climbed to second place for the first time as
Samsung Display (SDC)’s closure of L7-1 fab influenced its production. As
BOE’s Gen 8.5 fab in Fuqing entered mass production in 2Q17, BOE’s
shipments of 43" TV panels grew remarkably by 247.6%.
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Innolux’s Gen 8.6 fab entered mass production in early 2017, but the yield
rate and output were less than expectation in the first half of 2017. In the
second half, high pricing of panels led to shrinking demand, resulting in
Innolux’s slow-moving and excess stocks. In addition, Innolux announced
to enter the TV assembly market, which made its clients more conservative
in making orders. Fortunately Innolux figured out the solutions of pricing
and stock problems, and ended up with shipments of 41.8 million pieces, an
increase of 0.2%, ranking the third.

SDC’s shipments saw a substantial decline of 15.4% last year since the
closure of its L7-1 fab. Its overall TV panel shipments turned out to be 39.6
million pieces, the highest decline among the six major panel makers.
Although its shipments have dropped out of top 3, SDC has improved
capacity utilization by simplifying its product mix, and has invested in
production equipment of UHD and large-size panels to increase the value of
its products. As for product portfolio, SDC took initiatives to develop UHD
panels, whose proportion came to 54.6% among all of SDC’s products, and
also remained a major supplier of large-size panels (55", 65" and 75").
Particularly, its market share of 65" sector was as high as 36.3%, showing
definite advantages over its competitors.

China Star Optoelectronics Technology (CSOT) kept increasing the
shipments after the capacity of the second phase of its second Gen 8.5 fab
was expanded to 140K sheet. CSOT’s final shipments recorded 38.64
million pieces, an increase of 16.8% compared with 2016. Particularly, 55"
panels recorded a 19.4% shipment growth, as CSOT’s capacity expansion
came mainly from this size. As for the growth by shipment area, CSOT
recorded a 19.6% YOY increase, the highest among the six major panel
makers.

TV panel shipments for AU Optronics (AUQ) in 2017 came to around 27.21
million pieces, 0.1% down from the 2016. AUO continued to optimize its
product portfolio and increased the proportion of large-size panels, so it
finally recorded a 5.1% growth of shipment area. In addition, AUO also put
focus on increasing the proportion of UHD products, reaching 44% of all its
products, the third highest number following LGD and SDC.

Table 17 Top LCD TV Panel Suppliers by Global Shipments for 2017
(Unit: in K pcs)

Company 2016 2017 YoY
LGD 52,940 50,854 -3.9%
BOE 43639 43,806 0.4%

Innolux 41,725 41,799 0.2%
SDC 46,799 39,598 -15.4%
CSOT 33,090 38,639 16.8%
AUO 27224 27,208 0.1%
Others 14,996 21,927 46.2%

. 260413 263830
Source : WitsView, Jan., 2018

As for 2018, WitsView points out that the panel makers will continue to
increase the production shares of large-size panels and UHD panels to boost
the revenue and profit. The penetration rate of UHD panels is expected to
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reach 42% in 2018, an increase of 7.4 percentage points compared with
2017, says WitsView. Regarding the new production capacity, BOE’s Gen
10.5 fab produces mainly large-size TV panels (65" and 75"), but CEC’s
two fabs still put their priorities at middle-size ones (32" and 50").
Meanwhile, replacement of CRT TV sets with 32" and 23.6™ LCD ones is
still ongoing in emerging markets, making the average panel size grow
slower to 45.8 inches, only 1.3 inches up from 2017. Overall speaking,
global TV panel shipments this year will have chance to hit a
second-highest number in history, reaching 269.49 million pieces, an annual
increase of 2.2%.

In addition, OLED TV market shows remarkable performance in 2017,
resulting in global shipments of 1.5 million units, a 72% rise compared with
2016. WitsView expects that LG Electronics (LGE) and SONY will
continue to expand their OLED offerings in the high-end market, both
brands will record slight shipment rise in 2018.

According to WitsView, global shipments of branded LCD TV sets for
2017 totaled 211 million units, a decrease of 4.1% compared with 2016. In
2018, TV brands will focus on large-size, high-resolution products, and also
develop high-end products like QLED and OLED TVs, hoping to push sales
and regain profits by specifications upgrade.

In terms of product plans of major TV brands, Samsung, LG and Sony, etc.
are now actively developing their product mix of large-size TV sets (65",
75" or greater). The proportion of 65" TVs or greater will increase from
5.5% in 2017 to 7 % in 2018. BOE Gen 10.5 will offer 65" and 75" panels
to the market after 1Q18, which may lower TV makers’ costs of purchasing
large-size panels.

In the high-end market, OLED TVs and QLED TVs remain two competing
camps. Led by Samsung Electronics, QLED camp will maintain an overall
higher market share than OLED camp. On the other hand, OLED TVs are
expected to raise the market share to 1.1% in 2018 since LGD expands its
production capacity, gradually narrowing the gap with QLED camp.

With the increasingly fierce competition, the TV market is faced with
homogeneous products and squeezed profits, so specs upgrade has become
the key to driving new purchases and ensuring profitability. Therefore,
China's Gen 10.5 or more advanced fabs will play an important role in
promoting upgrade of TV size and resolution. In addition, QLED TVs and
OLED TVs will also create product differentiation in high-end market,
which will bring more highlights to the 2018 TV market.

According to WitsView, the total shipments of PC monitor panels and
notebook panels in 2017 were 314.94 million pieces, a YoY increase of 3%.
In 2018, IT panel makers will focus on reducing border size, increasing
viewing angle and resolution. Vendors also aim to drive shipments through
specification upgrade. It is expected that the total shipments of PC monitor
panels and notebook panels will reach 326.37 million pieces in 2018, a YoY
increase of 3.6%.

The shipments of monitor panels have witnessed continuous decline due to
saturation of market and panel size increases, says WitsView. The number
of monitor panels shipped worldwide was 137.59 million units in 2017, a
YoY decline of 1.6%. On the other hand, demand for notebook panels kept
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going up quarter by quarter in 2017 thanks to bidding orders from North
America and promotion by Chinese vendors in 2H17. The annual shipments
totaled 177.35 million units, a YoY increase of 6.9%. This also indicates
that the market growth comes back to a positive figure after two years of
recession.

As Innolux’s Gen 6 fab and BOE’s Gen 8.5 fab in Fuqing allocate more
capacity to monitor panels, the market will p