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Article 1   Purpose 

This procedure has been established in order to protect assets and implement 

information disclosure.  

Article 2   Legal Basis 

This procedure is conducted pursuant to Article 36-1 of the Securities and 

Exchange Act (hereinafter referred to as the  "Law") and the "Regulations 

Governing the Acquisition or Disposal of Assets by Public Companies" 

published by the Financial Supervision Commission (hereinafter referred to 

as the  "FSC"). However, other regulations provided by financial relevant 

laws shall prevail. 

Article 3   Scope of Assets 

I. Securities: includes stocks, government bonds, corporate bonds, 

financial bonds, securities of outstanding funds, global depository 

receipt, Call (Put) warrants, beneficiary securities and assets backed 

securities etc. 

II. Real Estate (including land, house and building, investment property, 

rights-of-use land, construction industry's inventory) and equipment. 

III. Memberships. 

IV. Intangible assets: includes patents, copyrights, trademarks and 

concessions. 

V. Rights-of-use assets. 

VI. Claims of financial institutions (including receivables, bills 

purchased and discounted, loans, and overdue receivables) 

VII. Derivatives. 

VIII. Assets acquired or disposed of through mergers, demergers, 

acquisitions, or transfer of shares pursuant to laws. 

IX. Other important assets. 

  



Article 4   Definition of Terms 

I. Assets acquired or disposed of through mergers, de-mergers, 

acquisitions or transfer of shares in accordance with law: refers to 

assets acquired or disposed of through mergers, de-mergers or 

acquisitions pursuant to the Business Mergers and Acquisitions Act, 

Financial Holding Company Act, Financial Institution Merger Act and 

other acts; or issuance of new shares due to acquisition of shares of 

another company (hereinafter referred to as the  "transfer of shares") 

stipulated by Paragraph 6 of Article 156-3 of the Company Act. 

II. The related party and subsidiary: shall be determined according to the 

Regulations Governing the Preparation of Financial Reports by 

Securities Issuers. 

III. Professional appraiser: refers to the real estate appraiser or other 

person who is engaged in appraisal for real estate and other fixed 

assets pursuant to laws. 

IV. The date of occurrence of the facts: refers to the earliest date among 

the date on which the transaction is signed, the date of payment, the 

date of closing the deal by delegation, the date registered, the 

resolution date of the board of directors or other dates on which the 

counterparty of the transaction and its amount are determined. 

However, investors who are subject to the approval of the competent 

authority shall be subject to the earlier date between the aforesaid 

dates or the date when receiving the approval of the concerned 

authority. 

V. Investment in Mainland China: refers to investments in Mainland 

China pursuant to the Regulations Governing the Approval of 

Investment or Technical Cooperation in Mainland China published by 

the Investment Commission, MOEA. 

VI. Professional investors: refers to financial holding companies, banks, 

insurance companies, bill financing companies, trust enterprises, 

securities dealers or securities underwriters, futures dealers, securities 

investment trust enterprises, securities investment consulting 

enterprises and fund management companies, which are established 

according to the laws and are governed by the local financial authority. 

VII. Securities exchange: domestic securities exchange refers to Taiwan 

Stock Exchange Corporation; overseas securities exchange refers to any 

securities exchange markets who have an organization and are 

governed by the securities authority of such country. 



VIII. OTC: domestic OTC refers to the special counter for the securities 

dealers to trade at the places of business of securities firms; overseas 

OTC refers to the places of business of the financial institutions where 

are governed by foreign securities authority to operate securities 

business. 

IX. The term "within one year" shall be based on the date of acquisition or 

disposal of assets and is retroactively calculated for one year. Those 

that have been announced already shall no longer be counted in. 

X. The term "latest financial statement" shall refer to the announced 

audited financial statement pursuant to law before acquisition or 

disposal of assets by the Company. 

Article 5 Maximum Amount for Investment on Real Estate and Securities for 

Non-Business Purpose 

The maximum amount for the Company and its subsidiaries to acquire the 

aforesaid assets individually is set up as follows: 

I. Total amount of real estate for non-business use shall not exceed 

15% of the net worth. 

II. Total amount of investment for long-term securities and short-term 

securities shall not exceed 150% of the net worth. 

III. The amount of investment for individual security shall not exceed 

100% of the net worth. 

Article 6   When the Company obtains the appraisal reports or the opinion of CPA, 

lawyer or securities underwriter, such professional appraiser and its 

appraisal officers, CPA, lawyer or securities underwriter shall comply with 

the following regulations: 

I. No violation of the Law, the Company Act, the Banking Act, the 

Insurance Act, the Financial Holding Company Act, the Business 

Entity Accounting Act, or fraud, breach of trust, embezzlement, 

forgery of documents or occupational crime, that is subject to the 

declaration of more than one year imprisonment. However, 

completion of service of the sentence, expiration of the period of a 

suspended sentence or receiving the pardon for three years shall not 

be subject to the restrictions. 

II. They shall not be the related party or de facto related party with any 

party of transaction. 

III. In case the Company shall obtain the appraisal reports from two or 

more professional appraisers, the different professional appraisers 

or the appraisal officers shall not be the related party or de facto 



related party of each other.  

When the persons stated in the preceding paragraph issue the appraisal report 

or their opinions, they shall comply with the self-regulatory rules of their 

respective industry, in addition to the following items: 

I. Prior to accepting a project, they shall carefully assess themselves 

the professional ability, the practical experience and the 

independence. 

II. When execution auditing a project, they shall properly plan and 

perform the appropriate operational procedures to work out the 

conclusions and issue the report or opinions. The procedure 

performed, the data collected and conclusions shall be recorded in 

detail in the working paper of such project. 

III. The source, parameters, and information of the data used shall be 

assessed item by item for their suitability and reasonableness to 

become the basis of the issuance of appraisal report or opinions 

IV. The statement items shall include the professionalism and 

independence of the relevant persons, the suitability and 

reasonableness of the information used for appraisal, and the 

compliance with the relevant laws. 

Article 7   Procedure for Acquisition or Disposal of Real Estate, Equipment or Its 

Rights-of-Use Assets 

I. Appraisal and Operating Procedure 

The real estate, equipment or its rights-of-use assets acquired or disposed 

of by the Company shall be subject to this procedure. 

II. Decision Procedure for Transaction Conditions and Authorized 

Maximum Amount  

(I) The acquisition or disposal of real estate shall refer to the announce 

current value, appraised value and actual transaction price of 

adjacent real estate, etc. The transaction conditions and transaction 

price determined shall be prepared in an  analysis report and 

submitted  to the president; its amount shall be approved 

according to the rule of hierarchical authorization. 

(II) The acquisition or disposal of equipment or its rights-of-use assets 

shall be made by way of price inquiry, price comparison, price 

negotiation or bidding; its amount shall be approved according to 

the rule of hierarchical authorization.  

III. Executive Department 

After the real estate or other fixed assets acquired or disposed of by the 



Company are approved according to the authorization or approval of 

the preceding sub-paragraph, the custodial department, accounting 

department and administration department shall be responsible for the 

implementation. 

IV. Appraisal Report of Real Estate, Equipment or Its Rights-of-Use Assets 

Except for trading with domestic governments, engaging others to build 

on its own land, engaging others to build on rented land, or 

acquiring/disposing equipment or its rights-of-use assets for business 

use, for the acquisition or disposal of real estate, equipment or its 

rights-of-use assets, when the transaction amount reaches 20% of the 

Company's paid-in capital or NT$300 million or more, the Company 

shall obtain the appraisal report issued by the professional appraiser 

before the date of occurrence of the facts, and shall meet the following 

requirements: 

(I)  When the transaction price refers to the prescribed price, specific 

price or special price due to special reasons, such transaction shall 

first be reported to the board of directors for a resolution. If the 

transaction condition changes afterwards, it shall also apply the 

same procedure. 

(II) Where the transaction amount reaches NT$1 billion or more, it 

shall be appraised by 2 or more professional appraisers.  

(III) Where the appraised results by the professional appraiser has one 

of the following circumstances, it shall, unless the appraised 

results for acquisition of the assets are all higher than the 

transaction amount or the appraised results for disposal of the 

assets are all less than the transaction amount, consult with the 

CPAs in accordance express specific opinions regarding the 

reasons for the discrepancy and the appropriateness of the 

transaction price: 

1. The discrepancy between appraised results and transaction 

amount reaches 20% or more of the transaction amount. 

2. The discrepancy of the appraised results between the 2 

professional appraisers reaches 10% or more of the 

transaction amount. 

(IV) The date on which the professional appraiser issues the report and 

the date of the established contract shall not exceed three months. 

However, if it applies the same period of the announced current 

value and does not exceed three months, the original professional 



appraiser may issue a written opinion. 

(V) When the Company acquires or disposes of the assets through the 

court auction procedure, the certificated documents issued by the 

court may replace the appraisal report or CPA's opinions. 

Article 8   Procedure for Acquisition or Disposal of the Investment of Securities  

I.  Appraisal and Operating Procedure 

The purchase and selling of long-term securities and short-term 

securities by the Company shall be subject to this procedure. 

II. Decision Procedure for Transaction Conditions and Authorized 

Maximum Amount 

(I) For the securities that are traded in the centralized securities 

exchange or the OTC, the department in-charge shall refer to the 

market conditions to determine. At the same time, it shall also 

provide an analysis report regarding the unrealized gain or loss for 

long-term securities and short-term securities. Its amount shall be 

approved according to the rule of hierarchical authorization. 

(II) For the securities that are not traded in the centralized securities 

exchange or the OTC, before the date of occurrence of the facts, the 

department in-charge shall obtain the latest audited financial 

statements of the targeted company for reference to appraise the 

trading price by considering its net worth per share, profitability 

and further development potentials, etc. ; and at the same time, it 

shall provide an analysis report regarding  the unrealized gain or 

loss for long-term securities and short-term securities. Its amount 

shall be approved according to the rule of hierarchical 

authorization. 

III. Executive Department 

After the Company's investment of long-term securities and short-term 

securities is approved pursuant to the authorization of approval in the 

preceding paragraph, the accounting/finance department shall be 

responsible for the execution. 

IV. Obtaining Expert's Opinions 

(I) When the transaction amount of the securities acquired or 

disposed of by the Company reaches 20% of the Company's 

paid-in capital or NT$300 million or more, it shall consult with 

the CPA for its opinions on the rationality of the transaction 

price before the date of occurrence of the facts. However, 

provided that such securities have quoted prices from the active 



market or otherwise provided by the securities authority, it shall 

not be subject to this restriction. 

(II) When the Company acquires or disposes of assets through the 

court auction procedure, the certificated documents issued by 

the court may replace the appraisal report or the CPA's opinions. 

Article 9   Transaction with the Related Party 

I. When the Company acquires or disposes of assets from the related 

parties, except for compliance with the procedure for the acquisition of 

real estate stated in Article 7, it shall comply with the following 

regulations to conduct the relevant resolution procedure and evaluate 

the reasonableness of trading conditions. Besides, when the transaction 

amount reaches 10% or more of the Company's total assets, the 

appraisal report issued by the professional appraiser or the CPAs' 

opinions shall also be obtained pursuant to Article 7, Article 8 and 

Article 10. The transaction amount of the preceding paragraph shall be 

calculated pursuant to Article 10-1. In addition, when it judges whether 

or not the transaction counterparty is the related party, in addition to 

paying attention to its legal form, the substantial relationship shall be 

considered. 

II. Appraisal and Operating Procedure 

When the Company acquires or disposes of  real estate or its 

right-of-use assets from the related party, or when it acquires or 

disposes of other assets other than real estate or its right-of-use assets 

from the related party and the transaction amount reaches 20% of the 

Company's paid-in capital, 10% of the total assets or NT$300 million 

or more, in addition to trading in domestic government bonds, or 

bonds with re-purchase and re-sale agreements or subscription or 

redemption of money market funds issued by domestic securities 

investment trust enterprises, the following information shall be 

approved by more than one-half of all members of the audit committee 

and shall be reported to the board of directors for resolution before 

signing the transaction contract and making payment: 

(I) The purpose and necessity for acquisition or disposal of assets and 

its anticipated benefits. 

(II) The reasons for selecting the related party as the  transaction 

counterparty. 

(III) The relevant information that assesses the reasonableness of the 

pre-determined trading conditions for the acquisition of the real 



estate or its rights-of-use assets from the related party pursuant 

to Sub-paragraph (I) and Sub-paragraph (IV) of Paragraph 3 of 

this Article. 

(IV) The date and price at which the related party originally acquired, 

as well as the original transaction counterparty and its 

relationship with the Company and the related party, etc. 

(V) Monthly cash flow forecast in the coming year starting from the 

month expected to sign the contract and assess the necessity of 

transaction and reasonableness of the use of the fund. 

(VI) The appraisal report issued by the professional appraiser or the 

opinions from CPAs pursuant to the first Paragraph of this 

Article. 

(VII) The restrictions of this transaction and other important 

appointment items. 

When the following transactions are engaged between the Company, its 

parent company or its subsidiaries, or between the subsidiaries whose 

shares issued or total capital are 100% held by the Company directly or 

directly, the board of directors may authorize the chairperson to approve 

them first within a certain amount pursuant to the Sub-paragraph 3 of first 

Paragraph of Article 7 and afterward shall be reported to the latest board of 

director for ratification. 

(I)  Acquisition or disposal of equipment or its rights-of-use assets  for 

business use.  

(II)  Acquisition or disposal of real estate or its rights-of-use assets  for 

business use. 

Where the Company or its subsidiary that is not a domestically listed 

company engages in any transaction listed in Paragraph 1 and the 

transaction amount reaches 10 percent of the Company’s total assets, the 

information listed in Paragraph 1 shall be submitted by the Company to the 

shareholders’ meeting for approval; only after such information has been 

approved by the shareholders’ meeting may the contract be signed or 

payment be made. However, this does not apply to the transaction between 

the Company and its parent or subsidiary, or among subsidiaries. 

The transaction amount in Paragraph 1 and the preceding paragraph shall 

be calculated pursuant to Subparagraph (V) of first Paragraph of Article 14. 

The term "within one year" shall be based on the date of occurrence of the 

facts for the transaction and is retro-actively calculated for one year. Those 

that have been approved by more than one-half of all members of the Audit 



Committee and have been reported to the Board Meeting and the 

shareholders’ meeting for resolution shall not be counted in. 

III. Assessment for the Reasonableness of the Transaction Cost 

(I) When the Company acquires the real estate or its rights-of-use 

assets from the related party, it shall conduct the following methods 

to appraise the reasonableness of the transaction cost: 

1. The transaction amount with the related party shall be added 

by the necessary interest of the fund and the cost that shall be 

borne by the buyer pursuant to law. The term "necessary 

interest of the fund" shall be calculated based on the weighted 

average interest rates of the borrowings for the year in which 

the assets are purchased by the Company. However, it shall 

not be higher than the maximum borrowing interest rate of 

the non- financial industry announced by the Ministry of 

Finance. 

2. Total appraisal value loaned on such subject matter from the 

financial institutions, if the related party is used to set up the 

mortgages on such subject matter to the financial institutions; 

however, the actual accumulated amount loaned by the 

financial institution on such subject matter shall reach 70% or 

more of the total appraisal value loaned and the loan period 

shall have been more than one year. However, this shall not be 

applicable if the financial institution and the transaction 

counterparty are the related parties. 

(II)  If the lands and houses of the same subject are purchased or 

leased together, the transaction cost of the lands and houses 

shall be appraised, respectively, according to any one of the 

methods listed in the preceding paragraph. 

(III) When the Company acquires the real estate or its rights-of-use 

assets from the related party, it shall appraise the cost of the real 

estate pursuant to Sub-paragraphs (I) and (II) of Paragraph 3 of 

this Article and shall consult with CPA for review and expression 

of specific opinions. 

(IV) Where the Company acquires the real estate or its rights-of-use 

assets from the related party to carry out the appraisal pursuant 

to the Sub-paragraphs (I) and (II) of Paragraph 3 of this Article, 

provided that the appraisal result is less than the transaction 

price, it shall be subject to Sub-paragraph (V) of Paragraph 3 of 



this Article. However, if there are the following circumstances 

and the objective evidence can be provided as well as the specific 

reasonable opinions from the real estate professional appraisers 

and CPAs can be obtained, it shall not be limited to this 

restriction: 

1. When the related party acquires the undeveloped land or 

leased land for construction, its evidences shall meet one of 

the following conditions:  

(1) The undeveloped land is appraised according to the 

regulations of the preceding article and the house is 

based on the related party's construction cost plus the 

reasonable construction margin; the total amount of the 

above appraisal exceeds the actual transaction price. The 

aforesaid reasonable construction margin shall be the 

average operating margin of the related party's 

construction department in the latest three years or the 

latest construction industry's margin ratio announced by 

the Ministry of Finance, whichever is lower.  

(2) For the transaction cases from other unrelated parties in 

other floors of the same subject's premise or the adjacent 

areas within one year, its measurements are similar and 

the terms of transaction that are appraised by the 

consideration of the reasonable price discrepancies in 

floors or areas according to the practice of transactions 

or lease of real estate are similar. 

2. The Company provides evidence that proves the transaction 

terms for real estate or the lease to acquire the real estate 

rights-of-use assets from the related party are similar to the 

terms of transaction cases of other unrelated parties in the 

adjacent area within one year and the measurements are 

similar as well. The aforesaid transaction cases in the 

adjacent area shall refer to the same or adjacent street and 

the distance to the transaction subject is less than 500 

meters or its announced current value is equivalent in 

principle. The similar measurement herein shall refer to the 

transaction cases of other unrelated parties and that its 

measurements are not less than 50% of the measurements of 

the trading subject in principle. The aforesaid "within one 



year" shall be based on the date of occurrence of the facts for 

the acquisition of real estate or its rights-of-use assets and is 

retro-actively calculated for one year. 

(V) Where the Company acquires the real estate or its rights-of-use 

assets from the related party, if the appraisal results, pursuant to 

Sub-paragraph (I) and (II) of Paragraph 3 of this Article, is lower 

than the transaction price, the following matters shall be 

conducted.  And when the Company and the public company who 

invests in the Company with the equity method have set aside the 

special reserve pursuant to aforesaid regulations, such special 

reserve shall not be utilized before the assets that are purchased or 

leased at a higher price have recognized the valuation loss or have 

been disposed of or have terminated the lease contract or have 

been adequately compensated or have been restored or other 

evidences to ensure that there is no unreasonable and have been 

approved by the securities authorities. 

1. With respect to the variance between the transaction amount 

of the real estate or it rights-of-use assets and the appraisal 

cost, the Company shall, pursuant to Paragraph 1 of Article 41 

of the Securities and Exchange Act, set aside the special 

reserve and it shall not be distributed or transferred for 

capital increase and stock dividends. An investor who invests 

in the Company using the equity method is a public company 

shall also set aside the special reserve in proportion to its 

shareholdings pursuant to Paragraph 1 of Article 41 of the 

Securities and Exchange Act. 

2. The independent directors as the members in the Company's 

audit committee shall be applicable to Article 218 of the 

Company. 

3. The execution situation for point 1 and point 2 of 

Sub-paragraph (V) of Paragraph 3 of this Sub-paragraph shall 

be reported to the shareholders' meeting, and the transaction 

detailed content shall be disclosed in the annual report and 

the prospectus. 

(VI) Where the Company acquires real property from a stakeholder and 

one of the following circumstances exists, the acquisition shall be 

conducted in accordance with the evaluation and operating 

procedure referred to in Paragraph 2 of this Article, while the 



evaluation on reasonableness of transaction costs requirements 

referred to in the sub-paragraphs (I), (II) and (III) of this 

paragraph shall not apply: 

1. The related party acquires the real estate or its rights-of-use 

assets due to inheritance or grant. 

2. There have been more than 5 years from the time the contract 

was signed by the related party to acquire the real estate or its 

rights-of-use assets to the date of current transaction signed. 

3. The real estate is acquired through signing a joint construction 

contract with the related party or assigning the related party 

to build the real estate on its own land or on rented land. 

4. The real estate rights-of-use assets for business use are 

acquired between the Company, its parent company and its 

subsidiaries, or between its subsidiaries whose issued shares 

or total capital  are 100% held by the Company directly or 

indirectly. 

(VII) Where the Company acquires the real estate or its rights-of-use 

assets from the related party, if there is other evidence that proves 

that the transaction has irregular business practices, it shall also 

be conducted pursuant to Sub-paragraph (V) of Paragraph 3 of 

this Article. 

Article 10   Procedure for Acquisition or Disposal of Memberships or Intangible Assets 

or its rights-of-use assets 

I. Appraisal and Operating Procedure 

The memberships or intangible assets or its rights-of-use assets acquired 

or disposed of by the Company shall be subject to this procedure. 

II. Decision Procedure for Transaction Conditions and Authorized 

Maximum Amount 

(I)  The acquisition or disposal of memberships shall refer to the fair 

market price. The resolutions of the trading conditions and 

transaction price shall be prepared as an analysis report and shall 

be reported to the president. If its amount is NT$5 million or less, 

it shall be approved by the president and afterward shall be 

reported to the latest board of directors; if exceeding NT$5 

million, it shall be reported to the board of directors for approval. 

(II) The acquisition or disposal of the intangible assets or its 

rights-of-use assets shall refer to the expert's appraisal report or 

the fair market price. The resolutions of the trading conditions 



and transaction price shall be prepared as an analysis report and 

shall be reported to the president. If its amount is NT$50 million 

or below, it shall be approved by the chairperson and afterward 

shall be reported to the latest board of directors meeting for 

information; if exceeding NT$50 million, it shall be reported to 

the board of directors for approval. 

(III) Where the Company acquires or disposes of assets that shall be 

approved by more than one-half of all members of the audit 

committee pursuant to the established procedure or other laws, 

afterwards it shall report to the board of directors for resolution. 

III. Executive Department 

After the memberships or intangible assets or its rights-of-use assets 

acquired or disposed of by the Company are approved pursuant to the 

authorization of approval in the preceding paragraph, the using 

department, accounting department and administrative department 

shall be responsible for implementation. 

IV. Expert's Appraisal Opinions Report for Memberships or Intangible 

Assets 

When the transaction amount of the memberships or intangible assets 

acquired or disposed of by the Company reaches 20% of the Company's 

paid-in capital or NT$300 million or more, except for the transaction 

with domestic governmental institution, the CPA shall be consulted to 

express the opinions on the reasonableness of the transaction price 

before the date of occurrence of the facts. 

Article 10-1    

The transaction amount stated in Article 7, Article 8 and Article 10 shall be 

calculated pursuant to Sub-paragraph (V) of Paragraph 1 of Article 14; and 

the term "within one year" shall be based on the date of occurrence of the 

fact for the transaction and shall be retroactively calculated for one year. 

Those who have obtained the appraisal report issued by the professional 

appraiser or the CPA's opinions pursuant to this procedure shall not be 

counted in. 

Article 11   Procedure on the  Acquisition or Disposal of a Financial Institution's Claims 

The Company does not engage in the transaction of the acquisition or 

disposal of a financial institution's claims in principle. If the Company 

intends to engage in the transaction of acquisition or disposal of a financial 

institution's claims in the future, it shall report to the board of directors for 

approval and then establish the procedure for its appraisal and operation. 



Article 12   The Company’s financial derivatives transactions shall be in compliance with 

the Company’s “Procedures for Financial Derivatives Transactions”. 

Article 13   Procedure for Mergers, De-mergers, Acquisitions or Transfer of Shares 

I. Appraisal and Operating Procedure 

(I) When the Company conducts the mergers, de-mergers, 

acquisitions or transfer of shares, the lawyers, CPAs and 

underwriters are recommended to be invited to jointly discuss 

the statutory procedures and its estimated timetable; and the 

project team shall be organized to execute it according the 

statutory procedures. Before convening the board of directors for 

resolution, the CPAs, lawyers or underwriters shall be appointed 

to express their opinions on the reasonableness of the share 

exchange ratio, acquired price or distributing cash or other 

properties to the shareholders’ meeting  and it shall be reported 

to the board of directors’ meeting  for approval. However, if the 

parent company mergers its subsidiaries whose issued shares or 

total capital are 100% held by the Company directly or indirectly, 

or the merger between its subsidiaries whose issued shares or 

total capital are 100% held by the Company directly or indirectly, 

the aforesaid experts' opinions on reasonableness are exempt  

from having to be  obtained. 

(II)  Before the shareholders' meeting, the important agreed upon 

contents and related matters for the Company's mergers, 

de-mergers or acquisitions shall be prepared into the public 

documents  for the  shareholders, together with the experts' 

opinions stated in Sub-paragraph (I) of Paragraph 1 of this 

Article as well as the meeting notice, and shall be submitted to 

the shareholders as a reference for whether or not to agree with 

such merger, de-merger or acquisition.  However, if other laws 

stipulate that the shareholders' meeting may not be held to 

resolve the matters of mergers, de-mergers or acquisitions, it 

shall not be subject to this restriction.  In addition, with respect 

to any of the companies who participates in the mergers, 

de-mergers or acquisition, its shareholders' meeting is unable to 

be convened and resolved due to insufficient attendance and 

voting rights or other legal restrictions, or the proposal is 

rejected by the shareholders' meeting, such company shall 

immediately publicly explain the reasons for the occurrence, the 



subsequent processing and the date of the expected 

shareholders' meeting.  

(III) When the Company conducts the mergers, de-mergers, 

acquisitions or transfer of shares, the following information shall 

be fully included into the minutes and shall be kept for 5 years 

for verification: 

1. Basic Personnel Information: includes all persons who 

participate in the planning of mergers, de-mergers, 

acquisitions or transfer of shares before the news is published 

and its executors, their positions, names, identification card 

number (passport number for foreigner). 

2. Date of Important Matters: includes the date of signing the 

letter of intent or memorandum, the financial or legal counsel 

delegated, signing the contract and the board of directors, etc. 

3. Important Letters and Meeting Minutes: include the plans for 

the mergers, de-mergers, acquisitions or transfer of shares, the 

letter of intent,  memorandum, important contract and the 

meeting minutes for the board of directors’, etc. 

(IV) The information stated in the preceding Sub-paragraphs 1 and 2 

shall be declared with the defined format through the internet 

information system to the FSC within 2 days from the date of 

approval by the board of directors. 

(V) Where a company who participates in the mergers, de-mergers, 

acquisitions or transfer of shares is neither the public company 

nor its shares are traded in OTC, the Company shall comply with 

the regulations of Sub-paragraphs (III) and (IV) to sign the 

agreement with such company. 

II. Other Precautionary Matters 

(I) Date of the board of director: a company who participates in the 

mergers, de-mergers or acquisitions shall, except when 

otherwise provided by law or special factors approved by the 

board of directors in advance, holds the board of directors 

meeting  and the shareholders' meeting on the same day to 

resolve the related matters of the mergers, de-mergers or 

acquisitions.  A Company who participates in the transfer of 

shares shall, except when  otherwise provided by law or special 

factors approved by the securities authority in advance, holds the 

board of directors’ on the same day. 



(II) Confidentiality commitment beforehand: all persons who 

participate in or know the Company's plans for mergers, 

de-mergers, acquisitions or transfer of shares shall submit a 

written confidentiality commitment. Before the information is 

published, they shall neither disclose the contents of the plans to 

others nor trade the stocks and other equity-type securities of all 

companies related to mergers, de-mergers, acquisitions or 

transfer of shares on their own or in the name of others. 

(III) Principle for setting and changing the share exchange ratio or 

acquired price: the companies who participate in the mergers, 

de-mergers, acquisitions or transfer of shares shall, before both 

parties' board of directors, assign CPAs, lawyers or the securities 

underwriters to express their opinions on the reasonableness of 

the share exchange ratio, acquired price or distributing cash or 

other properties to the shareholders and shall report them to the 

shareholders' meeting. In principle, the share exchange ratio or 

acquired price shall not be changed arbitrarily; however, if the 

contract has specified the conditions of the change and has 

disclosed publicly, it shall not be subject to this restriction.  The 

share exchanges ratio or acquired price may be changed based 

on the following conditions: 

1. Conducting the capital increase by cash, issuance of the 

convertible bonds, distribution of stock dividends, issuance of 

corporate bonds with warrants, preferred shares with warrants, 

stock warrants and other equity-type securities. 

2. The Company disposes of the major assets and other activities 

that impact the Company's financial operation. 

3. Material disasters and material technological changes that 

impact on the shareholders' rights and interests or the 

securities' prices. 

4. Any of the companies who participate in the mergers, 

de-mergers, acquisitions or transfer of shares buys back the 

treasury stock for adjustment according to laws. 

5. The main entity or the number of entities who participates in 

the mergers, de-mergers, acquisitions or transfer of shares has 

changed. 

6. The contract has specified the other change conditions and has 

them disclosed publicly. 



(IV) The contents that shall be stated in the contract: the contract for 

the mergers, de-mergers, acquisitions or transfer of shares shall, 

except for the regulations of Article 317-1 of the Company Act 

and Article 22 of the Business Mergers and Acquisitions Act, 

specify the following items: 

1. Dealing with the violation. 

2. The processing principles for the equity-type securities 

previously issued by or the treasury stocks previously bought 

back by the companies that are extinguished in a merger or 

are demerged. 

3. The number of treasury shares bought back by the 

participating companies after the target date of calculating the 

share exchange ratio and their processing principles. 

4. The processing principles for the changes on the main entity 

or the number of entities participating. 

5. The executing progress of the estimated plans and the 

estimated completion schedule. 

6. When the plan is not completed before the scheduled deadline, 

the date of the scheduled shareholders' meeting according to 

law and other relevant processing procedures. 

(V) Changes in the number of the companies who participate in the 

mergers, de-mergers, acquisitions or transfer of shares: where 

the information of the mergers, de-mergers, acquisitions or 

transfer of shares has been disclosed publicly, if any of the 

participating companies intends to merge, de-merge, acquire or 

transfer  shares with another company, the procedures or legal 

actions that have been completed towards the original mergers, 

de-mergers, acquisitions or transfer of shares shall be re-done by 

all the participating companies; except when the number of the 

participating companies is decreased and the shareholder's 

meeting has resolved and authorized the board of directors to 

change the limits of authorization; in that event the participating 

companies are exempted from holding another shareholders' 

meeting to resolve the new matters. 

(VI) When a company who participates in the mergers, de-mergers, 

acquisitions or transfer of shares is not a public company, the 

Company shall sign the agreement with such company and shall 

be subject to the date of the board of directors’ meting stipulated 



in Sub-paragraph (I), the confidentiality commitment 

beforehand stipulated in Sub-paragraph (II) and the changes in 

the number of the companies who participate in the mergers, 

de-mergers, acquisitions or transfer of shares stipulated in 

Sub-paragraph (V), under the Paragraph 2 of this Article. 

Article 14   Information Disclosure Procedures 

I. Announcement Items and Standards 

(I) Where acquisition or disposal of real estate or its rights-of-use 

assets from the related party, or where acquisition or disposal of 

other assets other than real estate or its rights-of-use assets 

from the related party and the transaction amount reaches 20% 

of the Company's paid-in capital, 10% of the total assets or 

NT$300 million or more. However, trading in domestic 

government bonds, bonds with repurchase and resale 

agreement, or subscription or redemption of money market 

funds issued by domestic securities investment trust enterprises 

shall not be subject to this restriction. 

(II) Proceedings for the mergers, demergers, acquisitions or transfer 

of shares. 

(III) The loss of the derivatives trading reaches the maximum limited 

loss amount of the whole or individual agreement stipulated in 

the procedure established. 

(IV) Assets acquired or disposed of are the equipment or its 

rights-of-use assets for business use, and its transaction 

counterparty is not the related party, and the transaction 

amount reaches one of the following regulations: 

1. Paid-in capital does not reach NT$10 billion and the 

transaction amount reaches NT$500 million or more. 

2. Paid-in capital reaches NT$10 billion or more and transaction 

amount reaches NT$2 billion or more. 

(V) Where the Company engages in construction business to 

acquire or dispose of the real estate or its rights-of-use assets 

for construction use, its transaction counterparty is not the 

related party and its transaction amount reaches NT$500 

million or more. Among which, if a company whose paid-in 

capital reaches NT$10 billion or more disposes of the completed 

construction of real estate which is built by itself and the 

transaction counterparty is not the related party, the threshold 



for transaction amount shall be NT$1 billion or more. 

(VI) Where the real estate is acquired by the way of building on its 

own land, building on rented land, joint construction and 

allocation of housing units, joint construction and allocation of 

ownership percentages, or joint construction and separate sale, 

its transaction counterparty is not the related part and the 

estimated transaction amount invested by the Company reaches 

NT$500 million or more. 

(VII) Except for the preceding six sub-paragraphs, for the assets 

transactions, the claims of the financial institutions or 

investment in mainland China, its transaction amount reaches 

20% of the Company's paid-in capital or NT$300 million or 

more. However, the following circumstances are not subject to 

the restrictions herein: 

1.Trading of domestic government bonds, or a foreign 

government bond with a sovereign rating not lower than the 

sovereign rating of the ROC. 

2. Where a professional investor trades the securities on domestic 

or oversea securities exchanges or OTC, or where a securities 

firm subscribes to foreign government bond, the ordinary 

corporate bond or general bank debentures without equity 

characteristics (excluding subordinated debentures) that are 

offered and issued in the domestic primary market, or 

subscribes to or redeems the securities investment trust fund or 

futures trust fund, or subscribes to or redeems exchange-traded 

notes (ETNs), or where a securities firm subscribes to the 

securities due to the demand of its underwriting business or the 

regulations from the Taipei Exchange for acting as the 

counseling recommending securities firms for an emerging 

stock company. 

3. Trading in bonds with re-purchase and re-sale agreement or 

subscription of redemption of money market funds issued by 

domestic securities investment trust enterprises. 

(VIII) The transaction amount stated in this paragraph shall be 

calculated as follows, and the term "within one year" shall be 

based on the date of occurrence of the facts for the transaction 

and shall be retroactively calculated for one year. Those that 

have already announced according to regulations shall not be 



counted in. 

1. The amount of each transaction. 

2. The accumulated transaction amount of acquisition or disposal 

of the same character with the same transaction counterparty 

within one year. 

3. The accumulated amount of acquisition or disposal of 

(acquisition and disposal are accumulated respectively) real 

estate or its rights-of-use assets for the same development 

project within one year. 

4. The accumulated amount of acquisition or disposal of 

(acquisition and disposal are accumulated respectively) the 

same securities within one year. 

II. Deadline of Announcements and Declarations 

When the Company acquires or disposes of the assets that involve 

mandatory announcement items stated in the paragraphs of this article, 

and the transaction amount reaches the standards of the announcement 

stipulated in this article, such transaction shall be announced by type 

and in the prescribed format within 2 days from the date of occurrence of 

the facts.  

III. Announcement and Declaration Procedure 

(I) The Company shall report the relevant information to the website 

designated by the securities authority for the announcement. 

(II) For the items that should be announced according to the 

regulations, if there are any errors or omissions for the 

announcement that should be remedied, the Company shall 

re-declare all items within 2 days from the date of knowing. 

(III) When the Company acquires or dispose of the assets, the relevant 

contracts, the meeting minutes, the memorandum book, the 

appraisal reports, the opinions of the CPAs, the lawyers or the 

securities underwriters shall be kept by the Company at least 5 

years, unless otherwise provided by laws. 

(IV) After the Company announces the transactions according to the 

regulations of the preceding article, in the event of one of the 

following circumstances, the relevant information shall be declared 

in the website designated by the securities authority within 2 days of 

the date of occurrence of the facts: 

1. The relevant signed contacts for the original transaction have 

been changed, terminated or cancelled. 



2. The mergers, demergers, acquisitions or transfer of shares are 

not completed according to the contractual estimated 

schedule. 

3. The contents of the original announcement have been changed. 

Article 15   The Company's subsidiaries shall comply with the following regulations: 

I. The subsidiaries shall also comply with the "Regulations Governing the 

Acquisition or Disposal of Assets by Public Companies" to establish the 

"Procedure for Acquisition or Disposal of Assets." Such procedure shall 

be submitted to its audit committee and/or the board of director 

and/or the shareholders' meeting for resolution before implementation 

according to the relevant regulations. The amendment shall apply the 

same. 

II. When a subsidiary acquires or disposes of the assets, it shall also be 

subject to the regulations of the Company. 

III. Where a subsidiary is not the public company, if its acquisition or 

disposal of the assets reaches the announcement standards stipulated 

in Article 14 of the "Regulations Governing the Acquisition or Disposal 

of Assets by Public Companies," the parent company shall act for its 

subsidiary conducting the announcement. 

IV. For the announcement standards for the subsidiaries, the "reaches 

20% of the company's paid-in capital or 10% of total assets" shall refer 

to the paid-in capital or total assets of the parent company (the 

Company). 

Article 15-1 

For the regulation of 10% of total assets stated in this procedure, it shall 

refer to the total assets stated in the latest parent company or individual 

financial statement that shall be prepared pursuant to the Regulations 

Governing the Preparation of Financial Reports by Securities Issuers. 

When a company's share has no par value or a par value other than NT$10, 

20% of the paid-in capital for transaction amounts stipulated in this 

procedure shall be replaced by 10% of equity attributable to owners of the 

parent company and NT$10 billions of paid-in capital for the transaction 

amount stipulated in this procedure shall be replaced by  NT$20 billions of 

equity attributable to owners of the parent company. 

Article 16   Penalty 

When the Company's managers and the persons in-charge conduct the 

lending funds to others in violation of the "Regulations Governing the 

Acquisition or Disposal of Assets by Public Companies" published by the 



securities authority or the Company's "Procedure for Acquisition or Disposal 

of Assets," they shall be punished according to the working rules of the 

Company. 

Article 17   Supplementary to Relevant Laws 

The matters that are not covered in this procedure shall be subject to the 

relevant laws. 

Article 18   Announcement and Implementation 

The establishment or amendment for the "Procedure for Acquisition or 

Disposal of Assets" of the Company shall be approved by one-half of all 

members of the Audit Committee and reported to the Board of Director for 

resolution; afterward it shall be reported to the shareholders' meeting for 

approval. When it is not approved by one-half or more of all members of 

the Audit Committee, it may be approved by two-thirds or more of all 

Directors before implementation, and shall state the resolution of the Audit 

Committee in the Board Meeting’s minutes. The same shall apply to the 

amendment . 


