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Holy Stone Enterprise Co., Ltd. 

Meeting Agenda 
Of 

2014 Shareholders’ Meeting 
 

1. Call Meeting to order 

2. Chairman takes podium 

3. Report items 

4. Acknowledgement items 

5. Discussion items 

6. Special Motion 

7. Meeting adjourned 
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Holy Stone Enterprise Co., Ltd. 

Meeting Agenda 
Date of Shareholders’ meeting:  

9:00 am., June 11, 2014 (Wednesday) 

Location:  

Chu Pao Building ( 7F, No.17, Lane 91, Section 1, NeiHu Road, NeiHu District, Taipei City 114, 

Taiwan ). 

Meeting Agenda: 

1. Report the number of shares represented by shareholders attending the Meeting 

2. Chairman’s Address 

3. Report Items 

i. To report the business of 2013. 

ii.  Supervisor’s Review Report on the 2013 Financial Statements 

4. Proposed Items 

i. To accept 2013 Business Report and Financial Statements. 

ii.  To approve the proposal for distribution of 2103 profits. 

5. Discussion 

i. To approve the amendment to the Article of the Company To approve the amendment to the 

Operating Procedures of Acquisition or Disposal of Assets. 

ii.  To release the prohibition on directors from participation in competitive business 

6. Special Motion 

7. Adjournment 
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1. Report Items: 
Report No. 1                                                       

To report the business of 2013. 

Explanation:  

Business report of 2013 (P. 6) 

Report No. 2 

To accept Supervisors’ Review Report on 2013 Business Report and Financial Statements. 

Explanation:  

Supervisors’ Review Report (P.7) 
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2. Proposed Items 
Report No.1 (proposed by the Board of Directors) 

To accept 2013 Business Report and Financial Statements. 

Explanation:  

(1)  2013 Financial Statement of the Company has been audited, and the audit report has been 

issued by Pei-Chi Chen and Chia-Hsin Chang, accountant at CPA firm of KPMG.  

(2)  The aforestated 2013 Financial Statements and Business Report are resolved by the Board of 

Directors and reviewed by Supervisors. 

(3)  Attachment 

i. Business Report. (P.6) 

ii. Supervisors’ Report. (P. 7) 

iii. Auditors' Report. (P. 8 & P.13) 

iv. Financial Statement (P. 9-12 & P.14-17) 

(4)  Please accept the above-mentioned items. 

Resolution: 

 

 

Report No.2 (proposed by the Board of Directors) 

To approve the proposal for distribution of 2103 profits. 

Explanation: 

(1)  To draft the distribution of earnings according to Articles of Company (P.18） 

(2)  This distribution of earnings are resolved by the Board of Directors and reviewed by 

Supervisors. 

(3)  To pay cash dividends of NT$2.8 to shareholders. 

(4)  Resolution at Shareholders’ Meeting shall authorize the Board of Directors to decide on the 

Distribution Record Date 

(5)  In the event of that the outstanding shares is affected by capital increase (reduction), buyback 

of treasury stock or, write-off and transfer of treasury stock, conversion of convertible bonds, 

conduct of ESO or any other factors, authorized Board of Directors shall resolved the total 

amount of the distribution of earning at the shareholders’ meeting. The distribution shall be 

adjusted in portion of outstanding shares on the distribution report date. 

(6)  Please accept the above-mentioned items. 

Resolution: 
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3. Discussion 
Report No. 1 (Proposed by the Board of Directors)  

To approve the amendment to the Article of the Company 

Explanation:  

(1)  To propose amendment to the Aarticle of the Company regard for the Company’s business 

development.  

(2)  Caparison table of the amendment (P.19-20) 

(3)  Please jointly decide the above-mentioned item. 

Resolution: 

 

Report No. 2 (Proposed by the Board of Directors)  

To approve the amendment to the Operating Procedures of Acquisition or Disposal of Assets. 

Explanation:  

(1)  To amend the Operating Procedures of Acquisition or Disposal of Assets in accordance with 

the no. 1020053073 issued by FSC (Financial Supervisory Commission) on Regulations 

Governing the Acquisition and Disposal of Assets by Public Companies.  

(2)  Comparison table of the amendment (P.21-32 of 2013 Shareholder's Meeting Agenda) 

(3)  Please jointly decide the above-mentioned item. 

Resolution: 

 

Report No. 3 (Proposed by the Board of Directors)  

To release the prohibition on directors from participation in competitive business 

Explanation:  

(1)  In accordance with Article 209 of the R.O.C. Company Act, a director who does anything for 

himself or on behalf of another person that is within the scope of the company’s business, shall 

explain to the meeting of shareholders the essential contents of such as act and secure its 

approval. 

(2)  To broaden the boundaries of the Company’s business against Directors’ expertise, without 

any damaging of the Company, Holy Stone proposed to release Director, Ken-Yi Cheng, from 

the restriction of non-competition of Hi-trend Technology (shanghai) Co., Ltd. 

(3)  Please jointly decide the above-mentioned item. 

Resolution: 

 

 

4. Special Motion 
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Attachment 1 

Holy Stone Enterprise Co., Ltd. 

2013 Business Report 

Ladies and gentlemen, 

While worldwide PC shipment continuously to decline, but the demand for mobile devices, including Smartphone 

and tablets, soared in 2013; furthermore, according to Gartner, worldwide semiconductor revenues up 5.2 % in 2013.  

Holy Stone’s revenues and profits in 2013 have beaten the average by virtue of global strategy and employee 

engagement. 

The consolidated revenue of 2013 totaled NT$15,899 million, an increase of 8.8% YoY; gross profit totaled 

NT$1,974 million (12.4% of total), an increase of 5.6% YoY; net income totaled NT$664 million (4.2% of total 

sales), an increase of 4.9% YoY; net income after tax attributable to the Parent Company totaled NT$696 million 

(4.4% of total sales), an increase of 8.8% YoY. Earning per shares after tax was NT$2.44, an increase of 22.0% YoY. 

  Our radiating ceramic substrate had doubled its shipment and production in the past year and, with years of research, 

its high quality was generally recognized by customers domestic and overseas. This year, we’ll debottleneck to 

increase production in a bid to meet the need of customers and the development of market. In addition, demand of 

emerging market rides with the embedment of 4G of mobile devices, we’ll support customers of these area, besides 

constantly providing relevant components；We’ll also bring out total solution in an effort to help domestic and 

overseas customers develop smart wearable devices. In terms of long-term development of techniques, the Company 

still eyes on self-manufactured radiating ceramic substrate and automatic equipment. 

Look ahead to 2014, we will keep exercise strategy of Corporate Governance and technique development, 

diversify agent product, optimize organization, etc. Along with 2013 capital reduction, earning-generating capacity   

of each shares were improved, as well as return on equity; moreover, we keep to improve the disclosure and 

transparency through attending Information Disclosure and Transparency Ranking System. Concerning social 

responsibilities, we show care for vulnerable and encourage employee’s engagement of social affairs against Holy 

Stone Foundation. The Company conducts environmentally friendly measures, in which providing safety and hygiene 

environment is upheld in accordance with relevant law.   

Holy Stone appreciates dedication from employees, as well as support from customers, supplies, and shareholders. 

We will not forget our original intension to do our best for years to come.  

Finally, we wish you all the best. 
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Attachment 2 

Holy Stone Enterprise Co., Ltd. 
Supervisors’ Review Report 

 

 
 

     The Board of Directors has prepared the Company's 2013 Business Report, Financial Statements, and proposal 

for allocation of profits. Both CPA Pei-Chi Chen and Chia-Hsin Chang at the CPA firm of KPMG were retained to 

audit Holy Stone's Financial Statements and have issued an audit report relating to the Financial Statements. The 

Business Report, Financial Statements, and profit allocation proposal have been reviewed and determined to be 

correct and accurate by the undersigned, the supervisors of Holy Stone Enterprise Company Limited. According to 

Article 219 of the Company Law, we hereby submit this report. 

 

Holy Stone’s Annual Shareholders’ Meeting, 2014 

 

 

 

                                        

Supervisor: Tang-Ming Wu 

 

 

Chung-Yi Yang 

 
 

 

 

 

 

 

 

 

 

 

March 3, 2014 
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Attachment 3 
English Translation of a Report Originally Issued in Chinese 

Independent Auditors' Report 

The Board of Directors and Shareholders 

Holy Stone Enterprise Company Limited 

     We have audited the accompanying balance sheets of Holy Stone Enterprise Company Limited as of December 31, 2013 and 2012, 

and January 1, 2012 and the related statements of income, changes in shareholders equity and cash flows for the years then ended. These 

financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial 

statements based on our audits. Part of Holy Stone Enterprise Company Limited’s investment that accounted under equity method was 

audited by other accountants. Therefore, the amount of partial Company financial statement among our opinion on these financial 

statements was according to other accountants’ auditor’s report. As of December 31, 2013 and 2012, and January 31, 2012 the investment 

amounts accounted under equity method were NT$1,428,392 thousand, NT$1,179,643 thousand, and 1,321,523 thousand; 11.53%, 9.38% 

and 10.28% of total assets, respectively; the gains or losses from subsidiaries accounted under equity method for the year ended 

December 31, 2013 and 2012 were NT$67,818 thousand and 43,803 thousand; 8.16% and 5.70% of Net income before tax, respectively. 

     We conducted our audits in accordance with the Rules Governing the Audit of Financial Statements by Certified Public 

Accountants and auditing standards generally accepted in the Republic of China. Those rules and standards require that we plan and 

perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit 

includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 

assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial 

statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

     In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Holy Stone 

Enterprise Company Limited as of December 31, 2013 and 2012, and January 1, 2012, and the results of its operations and its cash flows 

for the years then ended in conformity with the Guidelines Governing the Preparation of Financial Reports by Securities Issuers, 

requirements of the Business Accounting Law and Guidelines Governing Business Accounting with respect to financial accounting 

standards, and accounting principles generally accepted in the Republic of China. 

KPMG 

Accountants: 

Ms. Pei-Chi Chen 

Mr. Chia-Hsin Chang 

 
Taipei, Taiwan 
Republic of China 
 
March 18, 2014 



English Translations of Financial Statements Originally Issued in Chinese 
HOLY STONE ENTERPRISE COMPANY LIMITED 

Balance Sheets 

December 31, 2013, 2012 and January 1, 2012 

(Expressed in Thousands of New Taiwan Dollars) 
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2013.12.31 2012.12.31 2012.1.1 

 Assets Amount % Amount % Amount %

 Current Assets:    

1100  Cash and Cash Equivalents (Note6.1) $ 1,047,469   8  1,940,139  15  1,703,114  14 

1110  Financial Assets at Fair Value through Profit or Loss - 
Current (Note6.2) 

 

   452,444    4    386,496    3    244,101    2 

1150  Notes and Accounts Receivable, net (Note6.5)  2,771,211   23  2,253,940  18  2,372,162  18 

1180     Account Receivable - Related Parties 
(Note6.5&6.7) 

 716,193   6  777,407  6  1,166,041  9 

1200     Other Receivables (Note6.5)  84,883   1  152,536  1  151,635  2 

130X  Inventories (Note6.6)  2,107,804   17  1,663,340  14  1,703,965  13 

1410  Prepaid Expenses and Other Current Assets 
(Note6.5&6.8) 

 25,736   -  59,219  -  61,152  - 

1460  Held-for-sale Noncurrent Assets (Note6.7)  -   -  -  -  30,000  - 
  Total Current Assets  7,205,740   59  7,233,077  57  7,432,170  58 

 Noncurrent Assets:             

1523  Available-for-sale Financial Assets - Noncurrent 
(Note6.3) 

 77,285   1  71,105  1  97,809  1 

1543  Financial Assets Carried at Cost - Noncurrent 
(Note6.4) 

 -   -  300,000  2  300,000  2 

1550  Investments under Equity Method  (Note6.8)  2,489,192   20  2,236,681  19  2,295,009  18 

1600  Property, Plant and Equipment (Note6.9)  2,523,726   20  2,547,730  20  2,477,885  19 

1840  Deferred Income Tax Assets (Note6.14)  30,066   -  33,264  -  26,494  - 

1915  Prepaid Expense on Equipment  61,077   -  153,179  1  226,017  2 

1990  Other Noncurrent Assets - Others (Note6.13)  1,800   -  2,038  -  4,825  - 
  Total Noncurrent Assets  5,183,146   41  5,343,997  43  5,428,039  42 

  

  

  

  

  

  

  

  

  

  
             

 Total Assets $ 12,388,886   100  12,577,074  100  12,860,209  100  

 
 2013.12.31 2012.12.31 2012.1.1 
 Liabilities and Equity Amount % Amount % Amount %

 Current Liabilities:  

2100  Short-term Loans (Note6.10) $ 1,681,305   14  1,723,943  14  1,186,661  9 

2120  Financial Liabilities at Fair Value through Profit or 
Loss - Current (Note6.2&6.12) 

 

   595    -    1,417    -    3,980    -

2170  Notes and Accounts Payable  1,173,450   10  1,003,084  8  1,248,925  10 

2180  Accounts Payable - Related Parties (Note7)  45,488   -  77,775  1  66,678  1 

2200     Other Receivables  459,150   4  340,604  3  404,858  3 

2230  Current Period Income Tax Liability  39,389   -  16,996  -  10,000  - 

2321  Current Portion of Puttable Corporate Bonds 
(Note6.12) 

 102,580   1  101,300  1  567,863  4 

2322  Current Portion of Long-term Debt  (Note6.11)  28,667   -  73,167  1  146,333  1 
  Total Current Liabilities*  3,530,624   29  3,338,286  28  3,635,298  28 

 Noncurrent Liabilities:             

2540   Long-term Loans (Note6.11)  471,333   4  150,000  1  73,167  1 

2570  Deferred Income Tax Liabilities (Note6.14)  59,537   -  48,159  -  54,649  - 

2640  Accrued Pension Liabilities (Note6.13)  58,818   -  62,076  -  -  - 

2670  Other Noncurrent Liabilities – Others  -   -  1,266  -  268  - 
  Total Noncurrent Liabilities  589,688   4  261,501  1  128,084  1 

   Total Liabilities  4,120,312   33  3,599,787  29  3,763,382  29 

 Equity (Note6.12&6.15):  

3110  Common Stock  2,241,522   18  3,202,175  25  3,202,175  25 

3200  Capital Surplus  3,572,820   29  3,681,259  29  3,669,842  28 

  Retained Earnings:  

3310   Legal Reserve  1,001,724   8  936,212  7  860,061  7 

3350   Unappropriated Earnings  1,171,955   9  1,018,563  8  1,160,995  9 
   Total Retained Earnings  2,173,679   17  1,954,775  15  2,021,056  16 

  Other Equity:  

3410   Exchange Differences on Translation of Financial 
Statements of  
  Foreign Operations 

 (26,785)   -  (27,010)  -  32,119  - 

3425   Unrealized Gains and Losses on Available-for-sale 
Financial Assets 

 335,591   3  196,930  2  202,477  2 

   Total Other Equity  308,806   3  169,920  2  234,596  2 

3500  Treasury Stock  (28,253)   -  (30,842)  -  (30,842)  - 

   Total Equity  8,268,574   67  8,977,287  71  9,096,827  71 

 Total Liabilities and Equity $ 12,388,886   100  12,577,074  100  12,860,209  100 
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English Translations of Financial Statements Originally Issued in Chinese 
 

HOLY STONE ENTERPRISE COMPANY LIMITED 
 

Statements of Income 
 

For the years ended December 31, 2013, 2012 and January 1, 2012 
 

(Expressed in Thousands of New Taiwan dollars, except earnings per share) 

 
2013 2012 

Amount ％ Amount ％

4000  Net Sales (Note6.18&7) $ 13,681,808  100  12,454,958  100 

5000  Cost of Goods Sold (Note6.6&7)  12,235,851  89  11,057,199  89 

  Gross Profit  1,445,957  11  1,397,759  11 

5910  Unrealized Gains and Losses on Sales  2,398  -  2,160  - 

  Gross Profit  1,443,559  11  1,395,599  11 

  Operating Expense (Note7) 

6100   Selling and Administrative*  634,746  5  619,621  5 

6300   Research and Development  128,701  1  124,217  1 

    Total Operating Expense  763,447  6  743,838  6 

  Operating Income  680,112  5  651,761  5 

  Non-Operating Income and Expenses (Note6.12&7): 

7020   Other Gains and Losses  57,725  -  36,340  - 

7050   Financial Costs  (17,619)  -  (18,745)  - 

7070   Gains of Losses from Subsidiary Using Equity Method  95,649  1  75,344  1 

7100   Interest Income  14,935  -  12,475  - 

          Total Non-Operating Income and Expenses  150,690  1  105,414  1 

7900  Income before Income Tax  830,802  6  757,175  6 

7950  Less: Income Tax Expense (Note6.14)  135,137  1  117,555  1 

8200  Net Income for Current Period  695,665  5  639,620  5 

8300  Other Comprehensive Gains and Losses: 

8310   Exchange Differences on Translation of Financial Statements of  
 Foreign Operations  271  -  (71,239)  (1) 

8325   Unrealized Valuation Gains (Loss) on Available-for-sale Financial 
Assets  138,661  1  (5,547)  - 

8360      Actuarial Gains and Losses on the Defined-Benefit Plan
(Note6.13) 

 2,271  -  (67,192)  - 

8399   Less: Income Tax related to Other Comprehensive Gains and 
Losses (Note6.14)    46    -    (12,110)    -

8300  Other Comprehensive Gains and Losses (Net of Tax)  141,157  1  (131,868)  (1) 

8500  Total Comprehensive Profit or Loss for Current Period $ 836,822  6  507,752  4 
Basic Earnings per Share (Dollar) (Note6.17) 

9750     Basic Earnings per Share  (Unit: NT Dollar)* $ 2.44  2.00 

9850     Diluted Earnings per Share  (Unit: NT Dollar)* $ 2.39  1.93 
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English Translations of Financial Statements Originally Issued in Chinese 

 

HOLY STONE ENTERPRISE COMPANY LIMITED 
 

Statements of Changes in Stockholders’ Equity 
 

For the years ended December 31, 2013, 2012 and January 1, 2012 
 

(Expressed in Thousands of New Taiwan Dollars) 
 

Equity Attributable to Stockholders of Parent Company
Other Equity 

   Retained Earnings Exchange Differences  
on Translation Of financial

Unrealized Gain 
(Loss)  

on 

 

 
Common Stock 

 
Capital Surplus 

 
Legal Reserve 

Unappropriated 
Earnings* 

 Statements  
of Foreign Operations 

Available-for-sale  
Financial Products 

 
Treasury Stock 

 
Total Equity 

Beginning Balance, January 1, 2012 $ 3,202,175  3,669,842  860,061  1,160,995  32,119  202,477  (30,842)   9,096,827 

Appropriation and Distribution of Earnings *(1): 

 Provision for Legal Reserve  -  -  76,151  (76,151)  -  -  -   - 

 Cash Dividend for Common Stock  -  -  -  (638,709)  -  -  -   (638,709) 

Other changes in Capital Surplus:                  
 Equity component from issuance of Convertible Bonds  
 - Stock Options  -  (5,180)  -  -  -  -  -   (5,180) 

Net Income for Current Period  -  -  -  639,620  -  -  -   639,620 

Other Comprehensive Profit or Loss for Current Period  -  -  -  (67,192)  (59,129)  (5,547)  -   (131,868) 

 Total Comprehensive Profit or Loss for Current Period  -  -  -  572,428  (59,129)  (5,547)  -   507,752 
Difference between Option Price and Book Value  
of the Acquisition or Disposal of Subsidiaries' Equity  -  1,749  -  -  -  -  -   1,749 

Share-based Payment Transactions  -  14,848  -  -  -  -  -   14,848 

Ending Balance, September 30, 2012  3,202,175  3,681,259  936,212  1,018,563  (27,010)  196,930  (30,842)   8,977,287 

Appropriation and Distribution of Earnings *(2): 

 Provision for Legal Reserve  -  -  65,512  (65,512)  -  -  -   - 

 Cash Dividend for Common Stock  -  -  -  (479,032)  -  -  -   (479,032) 

Other changes in Capital Surplus:                  

 Cash Dividend from Capital Surplus  -  (159,677)  -  -  -  -  -   (159,677) 

Net Income for Current Period  -  -  -  695,665  -  -  -   695,665 

Other Comprehensive Profit or Loss for Current Period  -  -  -  2,271  225  138,661  -   141,157 

 Total Comprehensive Profit or Loss for Current Period  -  -  -  697,936  225  138,661  -   836,822 

Capital Decrease  (960,653)  -  -  -  -  -  2,589   (958,064) 
Difference between Option Price and Book Value  
of the Acquisition or Disposal of Subsidiaries' Equity  -  45,508  -  -  -  -  -   45,508 

Share-based Payment Transactions  -  5,730  -  -  -  -  -   5,730 

Ending Balance, December 30, 2013 $ 2,241,522  3,572,820  1,001,724  1,171,955  (26,785)  335,591  (28,253)   8,268,574 

 
*(1)：Compensation of directors and supervisors NT$19,818 employee benefit NT$105,693 have been deducted in Comprehensive 
Income Statement 
*(2)：Compensation of directors and supervisors NT$17,228 employee benefit NT$91,881 have been deducted in Comprehensive 
Income Statement 
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English Translations of Financial Statements Originally Issued in Chinese 
 

HOLY STONE ENTERPRISE COMPANY LIMITED 
 

Statements of Cash Flows 
 

For the years ended December 31, 2013, 2012 and January 1, 2012 
 

(Expressed in Thousands of New Taiwan Dollars) 

 

 
 2013 2012 
Cash Flows generated from Operating activities:     
 Income before Income Tax $ 830,802  757,175 
 Adjusted Items:     
  Incomes or Expenses     
   Depreciation  281,088  256,004 
   Bad Debt*  10,953  - 
   Interest Expense*  17,619  18,745 
   Interest Income*  (14,935)  (12,475) 
   Costs of Share-based  Compensation*  5,730  14,848 
   Gain or Losses on Disposal and Scrap of Property and Equipment*  6,250  (1,117) 
   Gain or Losses on Sales of Available-for-Sales   -  (31,856) 
   Gains of Losses from Subsidiary Using Equity Method  (95,649)  (75,344) 
   Unrealized Gains and Losses on Sales  2,398  2,160 
   Loss on Corporate Bonds Buyback*  -  8,455 
    Total Incomes or Expenses*  213,454  179,420 
  Change in Assets and Liabilities related to Operating Activities:     
   Net Change in Assets related to Operating Activities:     
    Financial Assets at Fair Value through Profit or Loss - Current*  (65,948)  (142,395) 
       Account and Notes Payable*  (528,224)  118,222 
    Accounts Payable - Related Parties  61,214  388,634 
    Other Receivables  57,895  (800) 
    Inventory*  (444,464)  40,625 
    Prepaid Expenses and Other Current Assets*  33,483  1,933 
     Total of Net Change in Assets related to Operating Activities*  (886,044)  406,219 
   Net Change in Liabilities related to Operating Activities:     
    Financial Liabilities at Fair Value through Profit or Loss - Current*  (822)  1,680 
    Notes and Accounts Payable  170,366  (245,841) 
    Accounts Payable - Related Parties  (32,287)  11,097 
    Other Payables  140,387  (50,229) 
    Accrued Pension Liabilities  (987)  (5,116) 
     Total Net Change in Liabilities related to Operating Activities  276,657  (288,409) 
      Total Net Change in Assets and Liabilities related to Operating Activities  (609,387)  117,810 
   Total of Adjusted Items  (395,933)  297,230 
  Cash Flow generated from Operations  434,869  1,054,405 
  Interest Collected  24,693  12,374 
  Dividends Collected  19,000  69,250 
  Interest Paid  (17,240)  (13,340) 
  Income Tax Paid  (98,214)  (111,709) 
  Net Cash Flows generated from Operating activities*  363,108  1,010,980 
Cash Flows generated from Investing Activities:      
 Sale of Available-for-sale Financial Assets  -  45,784 
 Sale of Financial Assets carried at Cost  300,000  - 
 Sale of Held-for-sale Noncurrent Assets   -  30,000 
 Acquisition of Property and Equipments*  (202,796)  (302,983) 
 Sale of Property and Equipments*  10,624  35,842 
 Decrease in Other Noncurrent Assets*  238  2,787 
  Net Cash Flows generated from (used in) Investing Activities*  108,066  (188,570) 
Cash Flows generated from Financing Activities:      
 Increase (Decrease) in Short-term Loans  (42,638)  537,282 
 Repayments on Bonds*  -  (488,623) 
 Borrowings on Long-term Loans  400,000  150,000 
 Repayments on Long-term Loans  (123,167)  (146,333) 
 Increase (Decrease) in Other Noncurrent Liabilities*  (1,266)  998 
 Cash Dividend  (638,709)  (638,709) 
 Reduction of Cash Capital  (960,653)  - 
 Write-Down  of Treasury Stock  2,589  - 
  Net Cash Flows used in Financing Activities*  (1,363,844)  (585,385) 
Increase (Decrease) in Cash and Cash in Banks of Current Period  (892,670)  237,025 
Cash and Cash in Banks at Beginning of the Period  1,940,139  1,703,114 
Cash and Cash in Banks at End of the Period $ 1,047,469  1,940,139 
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Attachment 4 
English Translation of a Report Originally Issued in Chinese 

Independent Auditors' Report 

The Board of Directors and Shareholders 
Holy Stone Enterprise Company Limited 
 

We have audited the accompanying consolidated balance sheets of Holy Stone Enterprise Company Limited and 
subsidiaries as of December 31, 2013 and 2012, and January 1, 2012 and the related consolidated statements of income, changes 
in consolidated shareholders equity and consolidated cash flows for the years then ended. These consolidated financial statements 
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements 
based on our audits. Part of Holy Stone Enterprise Company Limited’s investment that accounted under equity method was 
audited by other accountants. Therefore, the amount of partial Company financial statement among our opinion on these financial 
statements was according to other accountants’ auditor’s report. As of December 31, 2013 and 2012, and January 31, 2012 the 
total assets totaled NT$2,643,318 thousand, NT$2,583,852 thousand, and 2,344,535 thousand; 18.55%, 18.60% and 16.19% of 
consolidated total assets, respectively; the net income for the year ended December 31, 2013 and 2012 were NT$2,289,283 
thousand and 1,891,557 thousand; 14.40% and 12.5% of total net income, respectively. 

 
     We conducted our audits in accordance with the Rules Governing the Audit of Financial Statements by Certified Public 
Accountants and auditing standards generally accepted in the Republic of China. Those rules and standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall consolidated financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 
 
     We have audited the accompanying consolidated balance sheets of Holy Stone Enterprise Company Limited as of 
December 31, 2013 and 2012, and January 1, 2012, and the related consolidated statements of income, changes in shareholders 
equity and cash flows for the years ended. These consolidated financial statements are the responsibility of the Company’s 
management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits. Part of 
Holy Stone Enterprise Company Limited’s financial report was audited by other accountants. Therefore, the amount of partial 
Company financial statement among our opinion on these financial statements was according to other accountants’ auditor’s 
report. Some financial statements of the subsidiaries combined in these consolidated financial statements are based on other 
independent auditors’ reports, in which the total assets were NT$2,643,318 thousand, NT$2,583,852 thousand, and NT$2,344,535 
as of December 31, 2013 and 2012, and January 1, 2012, respectively, a 18.55 percent, 18.60 percent, and 16.19 percent of total 
consolidated assets; consolidated revenues of 2013 and 2012 totaled NT$2,289,283 thousand and NT$1,891,557 thousand, 
respectively, a 14.40 percent and 12.95 percent of total consolidated revenues.  
 
     We conducted our audits in accordance with the Rules Governing the Audit of Financial Statements by Certified Public 
Accountants and auditing standards generally accepted in the Republic of China. These rules and standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall consolidated financial statement presentation. We believe that our audits and other 
auditors provide a reasonable basis for opinion. 
 
     In our opinion, the consolidated financial statements referred above present fairly, in all material respects, the consolidated 
financial position of Holy Stone Enterprise Company Limited as of December 31, 2013 and 2012, and January 1, 2012, and the 
results of their consolidated operations and their consolidated cash flows for the years then ended in conformity with the 
Guidelines Governing the Preparation of Financial Reports by Securities Issuers, requirements of the Business Accounting Law 
and Guidelines Governing Business Accounting with respect to financial accounting standards and accounting principles generally 
accepted in the Republic of China. 
 

KPMG 

Accountants: 
Ms. Pei-Chi Chen 
Mr. Chia-Hsin Chang 
 
Taipei, Taiwan 
Republic of China 
 
March 18, 2014 



English Translations of Consolidated Financial Statements Originally Issued in Chinese 

HOLY STONE ENTERPRISE COMPANY LIMITED AND SUBSIDIARIES

Consolidated Balance Sheets 

December 31, 2013, 2012, and January 1, 2012 

(Expressed in Thousands of New Taiwan Dollars) 
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2013.12.31 2012.12.31 2012.1.1 
 Assets Amount ％ Amount ％ Amount ％

 Current Assets:   

1100  Cash and Cash Equivalents (Note6.1) $ 2,553,073  18  3,025,810  22  2,941,203  21 

1110  Financial Assets at Fair Value through Profit or Loss - 
Current (Note6.2)    682,065    5    440,221    3    336,353    2 

1150  Notes and Accounts Receivable, net (Note6.5&6.7)  3,593,961  25  3,157,032  23  3,743,446  26 

1200     Other Receivables (Note6.5)  114,069  1  162,278  1  167,744  1 

130X  Inventories (Note6.6)  2,430,354  17  2,055,921  15  2,251,483  16 

1410  Prepaid Expenses and Other Current Assets (Note8)  148,011  1  124,404  1  112,399  - 

1460  Held-for-sale Noncurrent Assets (Note6.7)  -  -  -  -  30,000  - 
  Total Current Assets  9,521,533  67  8,965,666  65  9,582,628  66 

 Noncurrent Assets:             

1523  Available-for-sale Financial Assets - Noncurrent 
(Note6.3) 

 599,328  4  495,284  3  509,456  4 

1543  Financial Assets Carried at Cost - Noncurrent 
(Note6.4) 

 353,417  2  552,992  4  550,060  4 

1600  Property, Plant and Equipment (Note6.8&8)  3,084,655  22  3,035,586  22  2,954,309  20 

1780  Intangible Assets (Note6.9)  563,222  4  575,084  4  598,577  4 

1840  Deferred Income Tax Assets (Note6.14)  30,568  -  38,143  -  32,366  - 

1915  Prepaid Expense on Equipment  76,771  1  209,993  2  233,178  2 

1990  Other Noncurrent Assets - Others (Note6.13)  17,983  -  18,513  -  21,844  - 
  Total Noncurrent Assets  4,725,944  33  4,925,595  35  4,899,790  34 

 

 

 

 

 

 

 

 

 

 

 

 

 
             

 Total Assets $ 14,247,477  100  13,891,261  100  14,482,418  100  

 
 2013.12.31 2012.12.31 2012.1.1 
 Liabilities and Equity Amount % Amount % Amount %

 Current Liabilities:  

2100  Short-term Loans (Note6.10) $ 2,249,960   16  2,116,071  15  1,696,007  12 

2120  Financial Liabilities at Fair Value through Profit or 
Loss - Current (Note6.2&6.12) 

 595   -  1,417  -  4,033  - 

2170  Notes and Accounts Payable  1,260,335   10  1,190,931  9  1,533,100  11 

2180  Accounts Payable - Related Parties (Note7)  13,400   -  6,200  -  23,026  - 

2230  Current Period Income Tax Liability  67,146   -  23,016  -  24,159  - 

2200  Other Payables – Others  557,689   4  452,752  3  526,724  4 

2321  Current Portion of Puttable Corporate Bonds 
(Note6.12) 

 102,580   1  101,300  1  567,863  4 

2322  Current Portion of Long-term Debt (Note6.11&6.8)   35,830   -  80,805  1  152,450  1 
  Total Current Liabilities  4,287,535   31  3,972,492  29  4,527,362  32 

 Noncurrent Liabilities:             

2540   Long-term Loans (Note6.11&6.8)  552,767   4  238,596  2  217,050  2 

2570  Deferred Income Tax Liabilities (Note6.14)  59,537   -  48,159  -  54,776  - 

2640  Accrued Pension Liabilities (Note6.13)  58,818   -  62,076  -  -  - 

2670  Other Noncurrent Liabilities – Others  168   -  1,429  -  17,292  - 
  Total Noncurrent Liabilities  671,290   4  350,260  2  289,118  2 

   Total Liabilities  4,958,825   35  4,322,752  31  4,816,480  34 

 Equity Attributable to Parent Company 
(Note6.12&6.15): 

 

3110  Common Stock  2,241,522   16  3,202,175  23  3,202,175  22 

3200  Capital Surplus  3,572,820   25  3,681,259  27  3,669,842  25 

  Retained Earnings:  

3310   Legal Reserve  1,001,724   7  936,212  7  860,061  6 

3350   Unappropriated Earnings  1,171,955   8  1,018,563  7  1,160,995  8 
  Total Retained Earnings  2,173,679   15  1,954,775  14  2,021,056  14 

  Other Equity:  

3410   Exchange Differences on Translation of Financial 
Statements of  
  Foreign Operations 

 (26,785)   -  (27,010)  -  32,119  - 

3425   Unrealized gains and losses on Available-for-sale 
Financial Assets 

 335,591   2  196,930  1  202,477  1 

   Total Other Equity  308,806   2  169,920  1  234,596  1 

3500  Treasury Stock  (28,253)   -  (30,842)  -  (30,842)  - 
  Total Equity Attributable to Stockholders of 
Parent Company 

 8,268,574   58  8,977,287  65  9,096,827  62 

36XX  Non-Controlling Equity  1,020,078   7  591,222  4  569,111  4 

   Total Equity  9,288,652   65  9,568,509  69  9,665,938  66 

 Total Liabilities and Equity $ 14,247,477   100  13,891,261  100  14,482,418  100 



 

-15 - 

 
English Translations of Consolidated Financial Statements Originally Issued in Chinese 

 
HOLY STONE ENTERPRISE COMPANY LIMITED AND SUBSIDIARIES 

 
Consolidated Statements of Income 

 
For the years ended December 31, 2013, 2012, and January 1, 2012 

 
(Expressed in Thousands of New Taiwan Dollars, except earnings per share) 

 

 
2013 2012 

Amount ％ Amount ％

4000  Net Sales (Note6.17&7) $ 15,898,687  100  14,607,834  100 

5000  Cost of Goods Sold (Note6.6&7)  13,924,661  88  12,739,110  87 

  Gross Profit  1,974,026  12  1,868,724  13 

  Operating Expense 

6100   Selling and Administrative  1,077,945  7  1,099,436  8 

6300   Research and Development  231,618  1  136,013  1 

    Total Operating Expense  1,309,563  8  1,235,449  9 

  Operating Income  664,463  4  633,275  4 

  Non-Operating Income and Expenses (Note6.12): 

7020   Other Gains and Losses  118,672  1  114,422  1 

7050   Financial Costs  (24,935)  -  (24,604)  - 

7100   Interest Income  44,085  -  36,789  - 

          Total Non-Operating Income and Expenses  137,822  1  126,607  1 

7900  Income before Income Tax  802,285  5  759,882  5 

7950  Less: Income Tax Expense (Note6.14)  174,539  1  139,457  1 

8200  Net Income for Current Period  627,746  4  620,425  4 

8300  Other Comprehensive Gains and Losses: 

8310   Exchange Differences on Translation of Financial Statements of  
 Foreign Operations  3,161  -  (80,989)  (1) 

8325   Unrealized Valuation Gains (Loss) on Available-for-sale Financial Assets  235,795  1  (245)  - 

8360      Actuarial Gains and Losses on the Defined-Benefit Obligation (Note6.13)  2,271  -  (67,192)  - 

8399  
 Less: Income Tax related to Other Comprehensive Gains and Losses (Note6.14) 

   46    -    (12,110)    -

8300  Other Comprehensive Gains and Losses (Net of Tax)  241,181  1  (136,316)  (1) 

8500  Total Comprehensive Profit or Loss for Current Period $ 868,927  5  484,109  3 
Net Income Attributable to: 

8610   Stockholders of Parent Company $ 695,665  4  639,620  4 

8620   Non-Controlling Equity  (67,919)  -  (19,195)  - 

   $ 627,746  4  620,425  4 
Comprehensive Profit or Loss Attributable to: 

8710   Stockholders of Parent Company* $ 836,822  5  507,752  3 

8720   Non-Controlling Equity*  32,105  -  (23,643)  - 

   $ 868,927  5  484,109  3 
Earnings per Share (Note6.17)  

9750     Basic Earnings per Share  (Unit: NT Dollar) $ 2.44  2.00 

9850     Diluted Earnings per Share  (Unit: NT Dollar) $ 2.39  1.93 
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English Translations of Consolidated Financial Statements Originally Issued in Chinese 
 

HOLY STONE ENTERPRISE COMPANY LIMITED AND SUBSIDIARIES 
 

Consolidated Statements of Changes in Stockholders’ Equity 
 

For the years ended December 31, 2013, 2012, and January 1, 2012 
(Expressed in Thousands of New Taiwan Dollars) 

 
Equity Attributable to Stockholders of Parent Company

Other Equity  
    

 
Retained Earnings 

Exchange Differences 
on Translation Of 

financial 

Unrealized Gain (Loss) 
On  Total Equity 

Attributable to 
 

Common Stock 
 

Capital Surplus 
 

Legal Reserve 
Unappropriated 

Earnings* 
 Statements  

of Foreign Operations 
Available-for-sale  

Financial Products 
 

Treasury Stock 
Stockholders of Parent 

Company* 
 

Non-Controlling Equity 
 

Total Equity 

Beginning Balance, January 1, 2012 $ 3,202,175   3,669,842  860,061  1,160,995  32,119  202,477  (30,842 9,096,827   569,111  9,665,938 
Appropriation and Distribution of Earnings: 
 Provision for Legal Reserve  -   -  76,151  (76,151)  -  -  -  -   -  - 
 Cash Dividend for Common Stock  -   -  -  (638,709)  -  -  -  (638,709)   -  (638,709) 
Other changes in Capital Surplus:                     
 Equity component from issuance of Convertible Bonds  
 - Stock Options 

 -   (5,180)  -  -  -  -  -  (5,180)   -  (5,180) 

Net Income for Current Period  -   -  -  639,620  -  -  -  639,620   (19,195)  620,425 
Other Comprehensive Profit or Loss for Current Period  -   -  -  (67,192)  (59,129)  (5,547)  -  (131,868)   (4,448)  (136,316) 
 Total Comprehensive Profit or Loss for Current Period  -   -  -  572,428  (59,129)  (5,547)  -  507,752   (23,643)  484,109 
Difference between Option Price and Book Value  
of the Acquisition or Disposal of Subsidiaries' Equity 

 -   1,749  -  -  -  -  -  1,749   -  1,749 

Share-based Payment Transactions  -   14,848  -  -  -  -  -  14,848   -  14,848 
Changes in Non-Controlling Equity  -   -  -  -  -  -  -  -   45,754  45,754 
Ending Balance, September 30, 2012  3,202,175   3,681,259  936,212  1,018,563  (27,010)  196,930  (30,842 8,977,287   591,222  9,568,509 
Appropriation and Distribution of Earnings: 
 Provision for Legal Reserve  -   -  65,512  (65,512)  -  -  -  -   -  - 
 Cash Dividend for Common Stock  -   -  -  (479,032)  -  -  -  (479,032)   -  (479,032) 
 Cash Dividend from Capital Surplus  -   (159,677)  -  -  -  -  -  (159,677)   -  (159,677) 
Net Income for Current Period  -   -  -  695,665  -  -  -  695,665   (67,919)  627,746 
Other Comprehensive Profit or Loss for Current Period  -   -  -  2,271  225  138,661  -  141,157   100,024  241,181 
 Total Comprehensive Profit or Loss for Current Period  -   -  -  697,936  225  138,661  -  836,822   32,105  868,927 
Capital Decrease  (960,653)   -  -  -  -  -  2,589 (958,064)   -  (958,064) 
Difference between Option Price and Book Value  
of the Acquisition or Disposal of Subsidiaries' Equity 

 -   45,508  -  -  -  -  -  45,508   -  45,508 

Share-based Payment Transactions  -   5,730  -  -  -  -  -  5,730   -  5,730 
Changes in Non-Controlling Equity  -   -  -  -  -  -  -  -   396,751  396,751 

Ending Balance, December 30, 2013 
$ 2,241,522   3,572,820  1,001,724  1,171,955  (26,785)  335,591  (28,253 8,268,574   1,020,078  9,288,652 
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English Translations of Consolidated Financial Statements Originally Issued in Chinese 
HOLY STONE ENTERPRISE COMPANY LIMITED AND SUBSIDIARIES 

Consolidated Statement of Cash Flows 
For the years ended December 31, 2013, 2012, and January 1, 2012 

(Expressed in Thousands of New Taiwan Dollars) 
 2013 2012  
 Amount ％ Amount ％  

4000  Cash Flows generated from Operating activities: $ 15,898,687  100  14,607,834  100  

5000   Income before Income Tax  13,924,661  88  12,739,110  87  

   Adjusted Items:  1,974,026  12  1,868,724  13  

    Incomes or Expenses  

6100     Depreciation  1,077,945  7  1,099,436  8  

6300     Amortization  231,618  1  136,013  1  

     Bad Debt Reclassified as Income  1,309,563  8  1,235,449  9  

     Interest Expense  664,463  4  633,275  4  

     Interest Income  

7020     Costs of Share-based  Compensation  118,672  1  114,422  1  

7050     Gain on Disposal and Scrap of Property and Equipment  (24,935)  -  (24,604)  -  

7100     Gain on Disposal of Investments  44,085  -  36,789  -  

     Impairment Loss on Financial Assets   137,822  1  126,607  1  

7900     Loss on Corporate Bonds Buyback  802,285  5  759,882  5  

7950      Total Incomes or Expenses that do not affect Cash Flow  174,539  1  139,457  1  

8200    Change in Assets and Liabilities related to Operating Activities:  627,746  4  620,425  4  

8300     Net Change in Assets related to Operating Activities:  

8310      Financial Assets at Fair Value through Profit or Loss - Current  3,161  -  (80,989)  (1)  

8325      Notes and Accounts Receivable  235,795  1  (245)  -  

8360      Other Receivables  2,271  -  (67,192)  -  

8399  
    Inventory 

   46    -    (12,110)    -

 

8300      Prepaid Expenses and Other Current Assets  241,181  1  (136,316)  (1)  

8500       Total of Net Change in Assets related to Operating Activities $ 868,927  5  484,109  3  

   Net Change in Liabilities related to Operating Activities:  

8610      Financial Liabilities at Fair Value through Profit or Loss - Current $ 695,665  4  639,620  4  

8620      Notes and Accounts Payable  (67,919)  -  (19,195)  -  

      Accounts Payable - Related Parties $ 627,746  4  620,425  4  

    Other Payables  

8710      Accrued Pension Liabilities $ 836,822  5  507,752  3  

8720       Total Net Change in Liabilities related to Operating Activities  32,105  -  (23,643)  -  

        Total Net Change in Assets and Liabilities related to Operating Activities $ 868,927  5  484,109  3  

   Total of Adjusted Items 

9750    Cash Flow generated from Operations $ 2.44  2.00 

9850  
  Interest Received 

$ 2.39  1.93 

 



 

- 18 - 

Attachment 5 

Holy Stone Enterprise Co., Ltd. 
2013 Earnings Distribution Table 

(in NT$) 

Items Subtotal Total amount 

Net Profit after Tax for Current Year 695,664,931  

Less: Legal Reserve  69,566,493  

Unappropriated Retained Earnings  626,098,438 

Beginning Unappropriated Retained 
Earnings（ROC GAAP）  596,477,400  

Less: Effect of First Adoption of IFRS 
on Conversion Date 39,763,738  

Less: Current Net Profit of year 2012 
(ROC GAAP) 

Difference on adjustment of IFRS 
for Current Net Profit of IFRS 

82,695,735  

Beginning Unappropriated Retained 
Earnings (IFRS) 474,017,927  

Add: Changes in Current Actuarial Gains 
and Losses  2,272,636  

Add: Beginning Unappropriated Retained 
Earnings  476,290,563 

Total Unappropriated Retained Earnings  1,102,389,001 

Less: Distribution Item   

Employee bonus sharing (Cash)  625,934,730 

Ending Unappropriated Retained Earnings  476,454,271 

Note 1: The figures in Earnings Distribution Table are expressed in round number. Shares were 
calculated based on shares outstanding of 223,548,118 shares of the Company on February 28, 
2014. 

Note 2: Whenever the Company conducts capital increase (decrease), buyback of Company’s treasury 
bonds, conversion of convertible corporate bond, or stock option by ESO, that might have impact 
on outstanding shares. The Board of Directors shall be authorized to adjust allotment ratio 
according to resolution of total earnings distribution at the Shareholders’ Meeting.  

Note 3: This proposed number of Directors and Supervisors’ remuneration and Employees’ bonus were 
in line with the amount proposed in 2013. The amount of Directors and Supervisors’ 
remuneration and Employees’ bonus were NT$18,742,000 and NT$99,956,000, respectively. 
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Attachment 6 

Holy Stone Enterprise Co., Ltd 
Comparison Table of  

the Company's Articles 
Article Article after revision Article before revision Explanation

Article 20 When the Company faces surplus earnings for each 

fiscal year, the Company shall: 

i.Pay up taxes; 

ii.Offset its losses in previous years; 

iii.Set aside a legal capital reserve at 10% of the 

profits left over, until the accumulated legal 

capital reserve has equaled the total capital of 

the Company;  

iv.Set aside special capital reserve in accordance 

with relevant laws or regulations or as 

requested by the authorities in charge; 

v.Distribute remaining surplus after deduction of 

the above 1-4 items from earnings to Directors, 

Supervisors and employees: 

(1.)Set aside not more than 0.3% of the 

balance as bonus to directors and 

supervisors 

(2.)No less than 7% as bonus to employees 

of this Company. This Company may 

issue stock bonuses to employees of an 

affiliated company meeting the 

conditions set by the Board of Directors 

or, by the person duly authorized by the 

Board of Directors.  

vi. Any balance left over shall be allocated 

according to the following principles per 

resolution of the shareholders' meeting. 

We took medium and long-term business growth and 

investing capital into consideration of our dividend 

policy. On top of that with healthy financial structure, 

proposing earning distribution, within the interval of 

10-100% of distributable earnings, by the Board of 

Directors, putting forward at the Shareholders’ 

Meeting. The type of dividend distribution will be 

determined by the extent of diluted shares and future 

capital needs, in which stock dividends shares 0-50% 

of total while cash dividends shares 50-100 of total.  

 

 

When the Company faces surplus earnings for each 

fiscal year, the Company shall: 

i.Pay up taxes; 

ii.Offset its losses in previous years; 

iii.Set aside a legal capital reserve at 10% of the 

profits left over, until the accumulated legal 

capital reserve has equaled the total capital of 

the Company;  

iv.Set aside special capital reserve in accordance 

with relevant laws or regulations or as 

requested by the authorities in charge; 

v.Distribute remaining surplus after deduction of 

the above 1-4 items from earnings to Directors, 

Supervisors and employees: 

(3.)Set aside not more than 0.3% of the 

balance as bonus to directors and 

supervisors 

(4.)No less than 7% as bonus to employees 

of this Company. This Company may 

issue stock bonuses to employees of an 

affiliated company meeting the 

conditions set by the Board of Directors 

or, by the person duly authorized by the 

Board of Directors.  

vi. Any balance left over shall be allocated 

according to the following principles per 

resolution of the shareholders' meeting. 

We took medium and long-term business growth and 

investing capital into consideration of our dividend 

policy. On top of that with healthy financial structure, 

proposing earning distribution by the Board of 

Directors, putting forward at the Shareholders’ 

Meeting. The type of dividend distribution will be 

determined by the extent of diluted shares and future 

capital needs, in which stock dividends shares 0-50% 

of total while cash dividends shares 50-100 of total. 

 

Amendments 
to the 
business 
items have 
been drafted 
to better meet 
the 
Company's 
business 
needs 
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Article Article after revision Article before revision Explanation

 When no earnings to be distributed; or in the case 

of earnings greatly lower comparing to actual 

distribution last year; or to benefit the financial, 

business and operating performance, the 

Company shall distribute the surplus partly or 

wholly in accordance with competent authority. 

 

  

Article 22  This Company’s Article was signed on May 6, 1981.

The first~twenty-second amendment (omitted) 

The twenty-third amendment was made on June 5, 

2012. 

The twenty-fourth amendment was made on June 

11, 2014. 

These Company’s Article was signed on May 6, 1981.

The first~twenty-second amendment (omitted) 

The twenty-third amendment was made on June 5, 

2012. 

 

Addition 

Is made to 

update this 

amendment 

and the date.
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Attachment 7              

Holy Stone Enterprise Co., Ltd 
Comparison Table of  

Operating Procedures of Acquisition or Disposal of Assets 
Article Article after revision Article before revision Explanation

Article 2 This operating procedures have been promulgated in 

accordance with Article 36-1 of the Securities and 

Exchange Act and the “Regulations Governing the 

Acquisition or Disposal of Assets by Public Companies” of 

Financial Supervisory Commission. 

This operating procedures have been promulgated in 

accordance with Article 36-1 of the Securities and Exchange 

Act and the “Regulations Governing the Acquisition or 

Disposal of Assets by Public Companies” of Financial 

Supervisory Commission of Executive Yuan. 

Amendment is 
made to 
conform to 
competent 
authority. 

Article 3 Scope of assets 

1. Securities: including stocks, government bonds, corporate 

bonds, and financial debentures, securities representing 

interest in a fund, deposit receipts, call (put) warrants, 

beneficial certificates and asset0backed securities. 

2. Real estate (including land, buildings, and structures; 

investment property; land use right) and equipments. 

3. Membership certificates. 

4. Intangible assets: including patents, copyrights, 

trademarks, and franchises, etc.  

5. Claims against financial institutions (including 

receivables, loans and bill purchase discounts, and 

overdue receivables). 

6. Derivatives. 

7. Assets acquired or disposed through mergers or 

consolidations, splits, acquisitions, or assignment of 

shares in accordance with applicable laws. 

8. Other important assets. 

Scope of assets 

1. Securities: including stocks, government bonds, corporate 

bonds, and financial debentures, securities representing 

interest in a fund, deposit receipts, call (put) warrants, 

beneficial certificates and asset0backed securities. 

2. Real estate (including inventories of construction 

industry) and other fixed assets.

3. Membership certificates. 

4. Intangible assets: including patents, copyrights, 

trademarks, and franchises, etc.  

5. Claims against financial institutions (including 

receivables, loans and bill purchase discounts, and 

overdue receivables). 

6. Derivatives. 

7. Assets acquired or disposed through mergers or 

consolidations, splits, acquisitions, or assignment of 

shares in accordance with applicable laws. 

8. Other important assets. 

Amendment 

is made to 

conform to 

relevant law.

Article 4 The total value of real property or securities purchased but the 

Company and its subsidiaries for non-operating use and limit 

on investment in each specific security are as follows:  

1. The total value of real property for non-operating use may 

not exceed 50$ of the Company’s net worth. 

2. The total value of securities invested may not exceed 100% 

of the Company’s net worth. 

The total value of real property or securities purchased but the 

Company and its subsidiaries for non-operating use and limit 

on investment in each specific security are as follows:  

1. The total value of real property for non-operating use may 

not exceed 50$ of the Company’s net worth. 

2. The total value of securities invested may not exceed 100% 

of the Company’s net worth. 

Amendment 

is made to 

conform to 

relevant law.

 3. The investment in a specific security nay not exceeds 3. The investment in a specific security nay not exceeds  
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100% of the Company’s net worth.  

The Net Worth in this procedures is the stockholders' 

equity attributable to the parent in which the Financial 

Report (audited by CPA) stated. 

100% of the Company’s net worth.  

Article 6 Operating Procedures of acquisition and disposal of real 

property and equipments are as follows:  

1. Evaluation and operating procedures: 

Company’s real property and equipments are acquired 

or disposed according to Internal Control System and 

Fix-Assets Circulation of the Company. 

2. Decision-making procedures of terms of trade and 

authorization quota: 

(1). Terms of trade and authorization quota of real 

property shall be acquired or disposed 

according to current assessed and publicly 

announced value, and the actual transaction 

price of nearby real property, put forward to the 

Chairman of the Board of Directors then 

resolved in line with the level authority. 

(2). Equipments shall be acquired or dispose through 

one of the following methods: price inquiry, 

comparison, and bargain or advertised bidding, 

then resolved in line with the level authority. 

(3). If Directors object to the Operating Procedures of 

Acquisition and Disposal of Assets of the 

Company or other regulation are required to be 

resolved by the Board of Directors, in the case 

of the dissent is recorded or documented, the 

Company shall send the relevant information to 

each Supervisors.. the Company shall consult 

Independent Directors’ opinions adequately, and 

take notes of disagreement, agreement or 

reserved opinion into meeting minutes. If the 

Company has an Audit Commission, the 

Operating Procedures of acquisition and disposal of real 

property and other fixed assets are as follows:  

1. Evaluation and operating procedures: 

Company’s real property and other fixed assets are 

acquired or disposed according to Internal Control 

System and Fix-Assets Circulation of the Company. 

2. Decision-making procedures of terms of trade and 

authorization quota: 

(1). Terms of trade and authorization quota of real 

property shall be acquired or disposed according to 

current assessed and publicly announced value, and 

the actual transaction price of nearby real property, 

put forward to the Chairman of the Board of 

Directors then resolved in line with the level 

authority. 

(2). Other fix-assets shall be acquired or dispose 

through one of the following methods: price inquiry, 

comparison, and bargain or advertised bidding, then 

resolved in line with the level authority. 

(3). If Directors object to the Operating Procedures of 

Acquisition and Disposal of Assets of the Company 

or other regulation are required to be resolved by 

the Board of Directors, in the case of the dissent is 

recorded or documented, the Company shall send 

the relevant information to each Supervisors.. With 

the condition that the Company already has 

Independent Directors, the Company shall consult 

their opinions adequately, and take notes of 

disagreement, agreement or reserved opinion into 

meeting minutes. If the Company has an Audit 

Amendment 

is made to 

conform to 

relevant law.
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material transaction shall be consented by over 

half of auditors, if not; the Company may 

require consentement from over two-thirds of 

Directors. The resolution of audit committee 

shall be written in Shareholders’ Meeting 

Minutes. The member of audit committee and 

directors is calculated from incumbents.  

3.Executive Unit 

The acquisition and disposal of real property and 

equipments of the Company, which reviewed and 

resolved accordingly, shall be execute by relevant and 

administrative divisions. 

4. Appraisal report of real property and equipments 

The Company shall comply with the following 

guidelines with regard to the acquisition or disposal of 

real property and equipments:  

When acquiring or disposing real property or 

equipments, if the transaction amount reaches 20% of 

the company's paid-in capital or NT$300 million or 

more, except for transacting with a governmental 

agency, engaging others to build on its own land, 

engaging others to build on leased land, or acquiring 

equipment for operating use, the Company shall obtain 

an appraisal report in advance from a professional 

appraiser and shall further comply with the following 

provisions: 

No amendment for (1)~(2) (omitted) 

(3). If the professional appraiser’s appraisal 

results revealed any of the following 

circumstances, the Company shall appoint an 

accountant to conduct the appraisal in 

accordance with the provisions of Statement 

of General Auditing 

 

Commission, the material transaction shall be 

consented by over half of auditors, if not; the 

Company may require consentement from over 

two-thirds of Directors. The resolution of audit 

committee shall be written in Shareholders’ 

Meeting Minutes. The member of audit committee 

and directors is calculated from incumbents.  

3.Executive Unit 

The acquisition and disposal of real property and other 

fixed-assets of the Company, which reviewed and 

resolved accordingly, shall be execute by relevant and 

administrative divisions. 

4. Appraisal report of real property and other fixed-assets 

The Company shall comply with the following 

guidelines with regard to the acquisition or disposal of 

real property and other fixed assets:  

When acquiring or disposing real property or other 

fixed assets, if the transaction amount reaches 20% of 

the company's paid-in capital or NT$300 million or 

more, except for transacting with a governmental 

agency, engaging others to build on its own land, 

engaging others to build on leased land, or acquiring 

machinery and equipment for operating use, the 

Company shall obtain an appraisal report in advance 

from a professional appraiser and shall further comply 

with the following provisions: 

No amendment for (1)~(2) (omitted) 

(3).  If the professional appraiser’s appraisal results 

revealed any of the following circumstances, the 

Company shall appoint an accountant to conduct 

the appraisal in accordance with the provisions of 

Statement of General Auditing 
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 Procedures No. 20 published by the 

Accounting Research and Development 

Foundation in Taiwan (ARDF) and render a 

specific opinion regarding the cause of the 

differences and the reasonableness of the 

transaction price 

(1). Where due to special circumstances a limited price, 

specific price or specified price should be used as 

reference price in determining the transaction 

price, such transaction shall be submitted for 

approval by the Board of Directors in advance, 

and the same procedures shall apply for any 

future changes to the terms and conditions of such 

transaction.  

(2). If the transaction amount is NT$1 billion or 

more, the Company shall obtain appraisal 

reports from at least two professional 

appraisers.   

No amendment to (4)~(5) (omitted) 

Procedures No. 20 published by the ARDF and 

render a specific opinion regarding the cause of 

the differences and the reasonableness of the 

transaction price:  

 

 

(1). Where due to special circumstances a limited price, 

specific price or specified price should be used as 

reference price in determining the transaction price, 

such transaction shall be submitted for approval by 

the Board of Directors in advance, and the same 

procedures shall apply for any future changes to 

the terms and conditions of such transaction.  

 

(2). If the transaction amount is NT$1 billion or more, 

the Company shall obtain appraisal reports from 

at least two professional appraisers.   

No amendment for (4)~(5) (omitted) 

 

Article 8 Operating Procedures of acquisition or disposal of 

membership certificates or intangible assets 

1. Assessment and operating process 

The Company’s membership certificates and 

intangible assets are conducted according to 

investment circulation operation of internal control 

system 

2. Determination of terms of transaction and quota of 

authority  

No amendment to (1)~(2) (omitted) 

(3).If Directors object to the Operating Procedures of 

acquisition and disposal of assets of the Company, 

in the case of the dissent is recorded or 

documented, the Company shall send the relevant 

information to each Supervisors. The Company 

Operating Procedures of acquisition or disposal of 

membership certificates or intangible assets 

1. Assessment and operating process 

The Company’s membership certificates and 

intangible assets are conducted according to 

investment circulation operation of internal control 

system 

2. Determination of terms of transaction and quota of 

authority  

No amendment to (1)~(2) (omitted) 

(3).If Directors object to the Operating 

Procedures of acquisition and disposal of assets 

of the Company, in the case of the dissent is 

recorded or documented, the Company shall 

send the relevant information to each 

Amendment 

is made to 

conform to 

relevant law.
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shall consult their Independent Directors’ 

adequately, and take notes of the disagreement, 

agreement or reserved opinion into meeting 

minutes. If the Company has an Audit Commission, 

the material transaction shall be consented by over 

half of auditors, if not; the Company may require 

consentement from over two-thirds of Directors. 

The resolution of audit committee shall be written 

in Shareholders’ Meeting Minutes. The member of 

audit committee and directors is calculated from 

incumbents. 

 

 

3.Executive unit 

No amendment (omitted) 

4.Expert assessment of membership certificates or intangibles 

assets 

No amendment (omitted) 

 (2). When the transaction amount reaches 20% of 

total paid-up capital or NT$300 million or 

more, except for transaction between 

Government, the Company shall appoint an 

accountant to render,  in accordance with the 

provisions of Statement of General Auditing 

Procedures No. 20 published by the ARDF, an 

opinion on the reasonableness of the 

transaction price before date of occurrence. 

Supervisors. With the condition that the 

Company already has Independent Directors, 

the Company shall consult their opinions 

adequately, and take notes of the disagreement, 

agreement or reserved opinion into meeting 

minutes. If the Company has an Audit 

Commission, the material transaction shall be 

consented by over half of auditors, if not; the 

Company may require consentement from over 

two-thirds of Directors. The resolution of audit 

committee shall be written in Shareholders’ 

Meeting Minutes. The member of audit 

committee and directors is calculated from 

incumbents. 

3. Executive unit 

No amendment (omitted) 

4.Expert assessment of membership certificates or intangibles 

assets 

No amendment (omitted) 

(2). When the transaction amount reaches 20% of 

total paid-up capital or NT$300 million or 

more, the Company shall appoint an 

accountant to render,  in accordance with the 

provisions of Statement of General Auditing 

Procedures No. 20 published by the ARDF, an 

opinion on the reasonableness of the 

transaction price. 

Article 9 
Operating Procedures governing acquisition of real 

property from a related party 

1.Acquisition or dispose of real property or equipment 

from a related party shall be in accordance with the 

aforementioned articles: Operating Procedures of  

Acquisition and Disposal of Real Property and Other Fixed 

Operating Procedures governing acquisition of real 

property from a related party 

1.Acquisition or dispose of real property or other 

fix-assets from a related party shall be in accordance 

with the aforementioned articles: Operating 

Procedures of 

Amendment 

is made to 

conform to 

relevant law.
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Assets (Article 6), Operating Procedures of Acquisition or 

Disposal of Security Investment (Article 7), and Procedures 

Governing Acquisition of Real Property from a Related 

Party (Article 9), in addition to compliance with the 

requirements set above, the Company shall also follow the 

following procedures. When the transaction amount reaches 

10% of total paid-up capital, the Company shall appoint an 

accountant to render opinion or an expert to render an 

assessment report in accordance with Article 6, 7, and 9. 

The precious transaction amount shall be calculated in 

accordance with Article 8-1. Furthermore, when 

determining whether the transaction counterparty is a 

related party, in addition to legal formalities, the Company 

shall take into consideration of the substance of the 

relationship between the transaction parties. 

2.Assessment and operating process 

The Company may acquire real property, which transaction 

amount reaches 20% of total paid-up capital or NT$300 

million or above, except for trade of bonds, puttable, or 

callable bonds, bid or redeem on domestic money 

market fund, from a related party only after submitting the 

following information to the Board of Directors for 

approval and to the Supervisors for recognition: 

No amendment to (1)~(7)(omitted) 

The calculation of the aforementioned transaction amount 

shall be in accordance with subparagraph 5 of this Article 

12-1, within a year based on transaction date. Transaction is 

free of recalculation if proposed to the Board of Directors 

and recognized by Supervisors. 

With respect to the acquisition or disposal of machinery and 

equipment for business use between the Company and its 

parent company or subsidiaries, the Board of Directors may 

authorize the Chairman to decide such matters when the 

transaction is within the amount of NT$100 million and  

subsequently submit the aforesaid decision to the next 

Acquisition and Disposal of Real Property and Other Fixed 

Assets (Article 6), Operating Procedures of Acquisition or 

Disposal of Security Investment (Article 7), and Procedures 

Governing Acquisition of Real Property from a Related 

Party (Article 9), in addition to compliance with the 

requirements set above, the Company shall also follow the 

following procedures. When the transaction amount reaches 

10% of total paid-up capital, the Company shall appoint an 

accountant to render opinion or an expert to render an 

assessment report in accordance with Article 6, 7, and 9. 

The precious transaction amount shall be calculated in 

accordance with Article 8-1. Furthermore, when determining 

whether the transaction counterparty is a related party, in 

addition to legal formalities, the Company shall take into 

consideration of the substance of the relationship between 

the transaction parties. 

2.Assessment and operating process 

The Company may acquire real property, which transaction 

amount reaches 20% of total paid-up capital or NT$300 

million or above, from a related party only after submitting 

the following information to the Board of Directors for 

approval and to the Supervisors for recognition: 

  

No amendment to (1)~(7)(omitted) 

The calculation of the aforementioned transaction amount 

shall be in accordance with subparagraph 5 of this Article 

12-1, within a year based on transaction date. Transaction 

is free of recalculation if proposed to the Board of 

Directors and recognized by Supervisors. 

With respect to the acquisition or disposal of machinery 

and equipment for business use between the Company and 

its parent company or subsidiaries, the Board of Directors 

may authorize the Chairman to decide such matters when 

the transaction is within a certain amount and 

subsequently submit the aforesaid decision to the next 
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meeting of the Board of Directors for ratification. 

The Board of Directors shall take into full consideration of 

each independent director's opinion. If an independent 

director objects or expresses reservation about any matter, it 

shall be recorded in the meeting minutes of the Board of 

Directors. If the Company has an Audit Commission, the 

transaction shall be consented by over half of auditors, if 

not; the Company may require consentement from over 

two-thirds of Directors. The resolution of audit committee 

shall be written in Shareholders’ Meeting Minutes. The 

member of audit committee and directors is calculated from 

incumbents. 

 

 

3.Reasonableness of the transaction cost 

No amendment to (1)~(5)(omitted) 

(6).When the Company acquires real property from 

a related party and any of the following 

circumstances occur, it shall implement the 

transaction in accordance with the appraisal and 

operating procedures in subparagraphs 1 and 2 

of this Article 12, and items (1), (2), and (3), 

subparagraph 3 of this Article 12 regarding the 

assessment of the reasonableness of transaction 

cost are not applicable: 

a. The related party acquired the real property 

through inheritance or as a gift. 

b. More than five years will have elapsed from 

the time the related party signed the contract 

to obtain the real property to the execution 

date of the proposed transaction. 

c. The real property is to be acquired through 

signing of a joint development contract with 

the related party, or commissioning related 

parties for construction of real property 

meeting of the Board of Directors for ratification.  

If the Company has Independent Directors, the Board of 

Directors shall take into full consideration of each 

independent director's opinion. If an independent director 

objects or expresses reservation about any matter, it shall 

be recorded in the meeting minutes of the Board of 

Directors. If the Company has an Audit Commission, the 

transaction shall be consented by over half of auditors, if 

not; the Company may require consentement from over 

two-thirds of Directors. The resolution of audit committee 

shall be written in Shareholders’ Meeting Minutes. The 

member of audit committee and directors is calculated 

from incumbents.  

 

3.Reasonableness of the transaction cost 

No amendment to (1)~(5)(omitted) 

(6).When the Company acquires real property from 

a related party and any of the following 

circumstances occur, it shall implement the 

transaction in accordance with the appraisal and 

operating procedures in subparagraphs 1 and 2 

of this Article 12, and items (1), (2), and (3), 

subparagraph 3 of this Article 12 regarding the 

assessment of the reasonableness of transaction 

cost are not applicable: 

a. The related party acquired the real property 

through inheritance or as a gift. 

b. More than five years will have elapsed from 

the time the related party signed the contract 

to obtain the real property to the execution 

date of the proposed transaction. 

c. The real property is to be acquired through 

signing of a joint development contract with 

the related party. 
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on Company’s land or on leased land, . 

No amendment to (7)(omitted) 

 

 

No amendment to (7)(omitted) 

Article 10 Operating Procedures of acquisition or disposal of 

derivatives 

1. Trading principles and strategies: 

No amendment to (1)~(2)(omitted) 

(3).Delegation of powers and duties 

a. Finance division 

(a.) Responsible for the entire strategy 

proposal of foreign exchange. 

(b.)  To adapt changing market of foreign 

exchange, Finance Division shall collect 

the relevant information at anytime, 

determine market trend and evaluate 

risks, and be acquainted with law and 

financial products, take Company’s 

foreign exchange position into 

consideration in the purpose of 

proposing operating strategies. The 

proposal shall be the basis of risk 

mitigation after approved by General 

Manager. 

(c.) Calculate realized or potential future risk 

exposure position, and operate hedge 

transaction according to the scope of 

authority. 

b.Accounting division  

The settlement and delivery orders of 

Derivatives which the Finance Division uses 

to hedge risk the delivery shall be 

crosschecked with transaction content sent 

from Finance Division, handled with proper 

accounting process; furthermore, the 

accounting division shall phone the 

counterparties and agents for the accuracy of 

Operating Procedures of acquisition or disposal of 

derivatives 

6.Trading principles and strategies: 

No amendment to (1)~(2)(omitted) 

(3). Delegation of powers and duties 

a.Finance division 

(a.) Responsible for the entire strategy 

proposal of foreign exchange. 

(b.)  To adapt changing market of foreign 

exchange, Finance Division shall collect 

the relevant information at anytime, 

determine market trend and evaluate 

risks, and be acquainted with law and 

financial products, take Company’s 

foreign exchange position into 

consideration in the purpose of 

proposing operating strategies. The 

proposal shall be the basis of risk 

mitigation after approved by General 

Manager. 

(c.) Calculate realized or potential future risk 

exposure position, and operate hedge 

transaction according to the scope of 

authority. 

b.Accounting division  

The settlement and delivery orders of 

Derivatives which the Finance Division uses 

to hedge risk the delivery shall be 

crosschecked with transaction content sent 

from Finance Division, handled with proper 

accounting process; furthermore, the 

accounting division shall phone the 

counterparties and agents for the accuracy of 

Amendment 

is made to 

conform to 

relevant law.
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transaction.. 

(4).Delegation of authorization of total contract 

amount and derivative 

Accounting Division is responsible for the 

control of the Company’s overall situation and 

shall plan strategies based on prediction of 

changing market. The operating transaction 

amount shall not reach 20% of Company’s net 

sales or more. If the amount surpasses the 

amount mentioned forth, the transaction shall 

be approved by the Board of Directors. 

No amendment to (5)(omitted) 

2.Risk management 

No amendment (omitted) 

3.Internal audit system 

No amendment (omitted) 

4.Regular evaluation methods 

No amendment (omitted) 

5.Oversight principles for derivative trading by the 

Board of Directors: 

(1). The Board of Directors shall appoint senior 

management officers to regularly monitor and 

control the derivatives trading risk. The 

guidelines for monitoring and control are as 

follows: 

a. Periodically evaluate whether the risk 

management measures currently adopted is 

appropriate and are conducted in 

accordance with these Operating Procedures 

and derivative trading operating guidelines 

promulgated by the Company. 

b. Monitoring trading activities and profit/loss 

status, whenever irregularities are found, the 

senior management officers shall take 

transaction. 

(4).Delegation of authorization of total contract 

amount and derivative 

Accounting Division is responsible for the 

control of the Company’s overall situation and 

shall plan strategies based on prediction of 

changing market. The operating transaction 

amount shall not reach 20% of Company’s net 

sales or more. If the amount surpasses the 

amount mentioned forth, the transaction shall 

be approved by the Board of Directors. 

No amendment to (5)(omitted) 

2.Risk management 

No amendment (omitted) 

3.Internal audit system 

No amendment (omitted) 

4.Regular evaluation methods 

No amendment (omitted) 

5.Oversight principles for derivative trading by the 

Board of Directors: 

(1). The Board of Directors shall appoint senior 

management officers to regularly monitor and 

control the derivatives trading risk. The 

guidelines for monitoring and control are as 

follows: 

a. Periodically evaluate whether the risk 

management measures currently adopted is 

appropriate and are conducted in 

accordance with these Operating Procedures 

and derivative trading operating guidelines 

promulgated by the Company. 

b. Monitoring trading activities and profit/loss 

status, whenever irregularities are found, the 

senior management officers shall take 
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appropriate counter measures and shall 

immediately report to the Board of Directors. 

Independent director should be present at the 

meeting and express his opinion. 

 

 

No amendment to (2) (omitted) 

(3).When engaging in derivatives trading, the 

Company shall report to the most recent 

Board of Directors after it authorizes relevant 

personnel to conduct derivatives trading in 

accordance with the derivative trading 

operating guidelines promulgated by the 

Company. 

No amendment to (4) (omitted) 

(5).When the procedures of disposal or acquisition 

are submitted for discussion in the meeting of 

Board of Directors, the Board of Directors 

shall take in to full consideration of each 

independent director’s opinion. If an 

independent director objects or expresses 

reservation about any matter, it shall be 

recorded in the meeting minutes of the Board 

of Directors. If the Company has an Audit 

Committee, the Procedure shall be approved 

by one-half or more of all Audit Committee 

members and then for discussion and consent 

by the Board of Directors. If the Procedure 

have not been approved by one0half or more 

of all Audit Committee member. The 

Procedures may be undertaken upon the 

consent of two-thirds or more of all directors, 

and the resolution of the audit committee shall 

be recorded in the meeting minutes of the 

appropriate counter measures and shall 

immediately report to the Board of Directors. 

If the Company has independent directors, 

at least one independent director should be 

present at the meeting and express his 

opinion. 

No amendment to (2) (omitted) 

(3).When engaging in derivatives trading, the 

Company shall report to the Board of 

Directors after it authorizes relevant personnel 

to conduct derivatives trading in accordance 

with the derivative trading operating 

guidelines promulgated by the Company. 

 

No amendment to (4) (omitted) 

(5).When the procedures of disposal or acquisition 

are submitted for discussion in the meeting of 

Board of Directors, the Board of Directors 

shall take in to full consideration of each 

independent director’s opinion. If an 

independent director (if the Company has 

one) objects or expresses reservation about 

any matter, it shall be recorded in the meeting 

minutes of the Board of Directors. If the 

Company has an Audit Committee, the 

Procedure shall be approved by one-half or 

more of all Audit Committee members and 

then for discussion and consent by the Board 

of Directors. If the Procedure have not been 

approved by one0half or more of all Audit 

Committee member. The Procedures may be 

undertaken upon the consent of two-thirds or 

more of all directors, and the resolution of the 

audit committee shall be recorded in the 
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Board of Directors. “All audit Committee 

members” and “all directors” in the preceding 

paragraph referred to in these Procedures shall 

mean the actual number of persons currently 

holding those positions. 

meeting minutes of the Board of Directors. 

“All audit Committee members” and “all 

directors” in the preceding paragraph referred 

to in these Procedures shall mean the actual 

number of persons currently holding those 

positions. 

Article 12 Procedures of public disclosure 

1. Items to be publicly announced and reported and 

requirements for public announcement and 

reporting are as follows:  

Procedures of public disclosure 

 Items to be publicly announced and reported and 

requirements for public announcement and 

reporting are as follows:  

Amendment 

is made to 

conform to 

relevant law.

 (1).Acquisition or disposal of real property from 

or to a related party, or acquisition or disposal 

of assets other than real property from or to a 

related party where the transaction amount 

reaches 20% of the Company's paid-in capital, 

10% of the Company's total assets, or NT$300 

million; Provided, however, that this 

paragraph shall not apply to trading of 

government bonds, bonds under repurchase 

and resale agreements, purchase or redeem 

on domestic money market fund. 

No amendment to (2)~(3) (omitted) 

(4).Other asset transactions other than those 

referred to in the preceding three 

subparagraphs, disposal of receivables by a 

financial institution, or investment in the 

Mainland China area, and the transaction 

amount of  which reaches 20% of the 

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

or more; provided that the public reporting 

requirement shall not apply to the following 

circumstances: 

a. Trading of government bonds.  

b. Trading of callable or puttable bond, 

(1).Acquisition or disposal of real property from 

or to a related party, or acquisition or disposal 

of assets other than real property from or to a 

related party where the transaction amount 

reaches 20% of the Company's paid-in capital, 

10% of the Company's total assets, or NT$300 

million; Provided, however, that this 

paragraph shall not apply to trading of 

government bonds or bonds under repurchase 

and resale agreements. 

 

No amendment to (2)~(3) (omitted) 

(4).Other asset transactions other than those 

referred to in the preceding three 

subparagraphs, disposal of receivables by a 

financial institution, or investment in the 

Mainland China area, and the transaction 

amount of  which reaches 20% of the 

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

or more; provided that the public reporting 

requirement shall not apply to the following 

circumstances: 

a.Trading of government bonds.  

b. Trading of callable or puttable bond. 
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purchase of redeem on domestic money 

market fund. 

c. Where the type of asset acquired or disposed 

of is equipment for operational use and the 

transaction counterparty is not a related 

party and the transaction amount is less 

than NT$500 million. 

d. Acquisition or disposal of real property 

under arrangement of commissioned 

construction on self-owned or leased land, 

joint construction and allocation of housing 

units, joint construction and allocation of 

ownership percentages, or joint 

construction and separate sale and the 

transaction amount to be invested by the 

Company is less than NT$500 million. 

 

No amendment to (5) (omitted) 

2.Deadline for public announcement and reporting: 

No amendment (omitted) 

3.Operating Procedures  governing public 

announcement and reporting are as follows: 

No amendment (omitted) 

 

 

c. Where the type of asset acquired or disposed 

of is equipment and machinery for 

operational use and the transaction 

counterparty is not a related party and the 

transaction amount is less than NT$500 

million. 

d. Acquisition or disposal of real property under 

arrangement of commissioned construction 

on self-owned or leased land, joint 

construction and allocation of housing units, 

joint construction and allocation of ownership 

percentages, or joint construction and 

separate sale and the transaction amount to be 

invested by the Company is less than NT$500 

million. 

No amendment to (5) (omitted) 

2.Deadline for public announcement and reporting: 

No amendment (omitted) 

3.Operating Procedures  governing public 

announcement and reporting are as follows: 

No amendment (omitted) 

Article 16 Supplementary Provision 

1. Any matters not provided in these Operating 

Procedures shall be handled in accordance with 

applicable laws and regulations. 

2. This Article of Company was enacted on March 6, 

1998. 

The first~fourth amendment(omitted) 

The fifth amendment was made on June 5, 2012. 

The sixth amendment was made on June 11, 

2014. 

Supplementary Provision 

3. Any matters not provided in these Operating 

Procedures shall be handled in accordance with 

applicable laws and regulations. 

4. This Article of Company was enacted on March 6, 

1998. 

The first~fourth amendment(omitted) 

The fifth amendment was made on June 5, 2012. 

 

Addition 

Is made to 

update this 

amendment 

and the 

date. 
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APPENDIX  1 

Rules and Procedures of Shareholders’ Meeting  
of 

Holy Stone Enterprise Co., Ltd. 
   Passed in Shareholder’s Meeting on June 11, 2008 

1 Shareholders' Meeting of the Company (the "Meeting") shall be conducted in accordance with these 
Rules and Procedures. Any matter not provided in these Rules and Procedures shall be handled in 
accordance with relevant laws and regulations. 

2 Shareholders attending the Meeting shall submit the attendance card for the purpose of signing in. 
The number of shares represented by shareholders attending the Meeting shall be calculated in 
accordance with the attendance cards submitted by the shareholders. 

3 Unless otherwise stated by law, the Meeting shall be convened by board of directors. 
The resolution and attendance of the Meeting shall be calculated based on numbers of shares. 

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

printed by the Company, the scope of authority shall be listed in the form of proxy. 
Each proxy shareholder shall authorize only one proxy representative and one form of proxy. The 
proxy shall be sent to the Company at least five days (5) before the Meeting.  In case of repeat 
delivery of proxies, the first document received shall prevail. However, the one that withdraw their 
previous proxy shall not be applicable to. 

5 The Chairman of the Board of Directors shall be the chairman presiding at the Meeting in the case that 
the Meeting is convened by the Board of Directors. If, for any reason, the Chairman of the Board of 
Directors cannot preside at the Meeting, the Vice Chairman of the Board of Directors shall preside at 
the Meeting. If the Company has no Vice Chairman of the Board of Directors or for any reason that the 
Vice Chairman of the Board of Directors cannot preside at the Meeting, the representative shall be 
assigned by the Chairman of Directors. If no representative was assigned by Chairman of the Board of 
Directors, Directors shall elect representative among them to preside at the Meeting. 

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

7 The process of the Meeting shall be tape-recorded or videotaped and these tapes shall be preserved for 
at least one year. However, once a lawsuit was brought by shareholder in accordance with Article 208 
of the Company Law of the Republic of China, the record shall be preserved till the end of the lawsuit. 

8 Chairman shall call the Meeting to order at the time scheduled for the Meeting. If the number of shares 
represented by the shareholders present at the Meeting has not yet constituted the quorum at the time 
scheduled for the Meeting, the chairman may postpone the time for the Meeting. The postponements 
shall be limited to two times at the most and Meeting shall not be postponed for longer than one hour in 
the aggregate. If after two postponements no quorum can yet be constituted but the shareholders present 
at the Meeting represent more than one -third of the total outstanding shares, tentative resolutions may be 
made in accordance with Section 1 of Article 175 of the Company Law of the Republic of China.  
If during the process of the Meeting the number of outstanding shares represented by the shareholders 
present becomes sufficient to constitute the quorum, the chairman may submit the tentative 
resolutions to the Meeting for approval in accordance with Article 174 of the Company Law of the 
Republic of China. 

9 The agenda of the Meeting shall be set by the Board of Directors if the Meeting is convened by the 
Board of Directors. Unless otherwise resolved at the Meeting, the Meeting shall proceed in 
accordance with the agenda. 
The above provision applies mutatis mutandis to cases where the Meeting is convened by any person, 
other than the Board of Directors, entitled to convene such Meeting. 
Unless otherwise resolved at the Meeting, the chairman cannot announce adjournment of the Meeting 
before all the discussion items (including special motions) listed in the agenda are resolved. 



 

- 34 - 

Unless otherwise specified in the Law, the shareholders cannot designate any other person as chairman 
and continue the Meeting in the same or other place after the Meeting is adjourned. 

10 When a shareholder present at the Meeting wishes to speak, a Speech Note should be filled out with 
summary of the speech, the shareholder's number (or the number of Attendance Card) and the name of 
the shareholder. The sequence of speeches by shareholders should be decided by the chairman. 
If any shareholder present at the Meeting submits a Speech Note but does not speak, no speech should 
be deemed to have been made by such shareholder. In case the contents of the speech of a shareholder 
are inconsistent with the contents of the Speech Note, the contents of actual speech shall prevail. 
Unless otherwise permitted by the chairman and the shareholder in speaking, no shareholder shall 
interrupt the speeches of the other shareholders; otherwise the chairman shall stop such interruption. 

11 Unless otherwise permitted by the chairman, each shareholder shall not, for each discussion item, 
speak more than two times (each time not exceeding 5 minutes).  
In case the speech of any shareholder violates the above provision or exceeds the scope of the 
discussion item, the chairman may stop the speech of such shareholder. 

12 Any legal entity designated as proxy by a shareholder(s) to be present at the Meeting may appoint only 
one representative to attend the Meeting. 
If a corporate shareholder designates two or more representatives to attend the Meeting, only one 
representative can speak for each discussion item. 

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

14 The chairman may announce to end the discussion of any resolution and go into voting if the Chairman 
deems it appropriate. 

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

16 During the Meeting, the chairman may, at his discretion, set time for intermission. In case of incident 
of force majeure, the chairman may decide to temporarily suspend the Meeting and announce, 
depending on the situation, when the Meeting will resume or, by resolution of the shareholders present 
at the Meeting, the chairman may resume the Meeting within five days without further notice or public 
announcement. 

17 Except otherwise specified in the Company Law of the Republic of China or the Company’s Article 
of the Company, a resolution shall be adopted by a majority of the votes represented by the 
shareholders present at the Meeting. The resolution shall be deemed adopted and shall have the same 
effect as if it was voted by casting ballots if no objection is voiced after solicitation by the chairman. 
If there is amendment to or substitute for a discussion item, the chairman shall decide the sequence of 
voting for such discussion item, the amendment or the substitute. If any one of them has been adopted, 
the others shall be deemed vetoed and no further voting is necessary. 
No resolution and discussion shall be given except for a discussion item. 

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

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

 



 

- 35 - 

Appendix 2 

Company’s Article 
of 

Holy Stone Enterprise Co., Ltd. 
 

Passed at Shareholder’s Meeting on June 5, 2012 

 

Section I – General Provisions 

Article 1: The Corporation shall be incorporated, as a company limited by shares, under the Company Law of 
the Republic of China, and its name shall be 禾伸堂企業股份有限公司 in the Chinese language, and Holy 

Stone Enterprise Co., Ltd. in English language. 

Article 2: The scope of business of the Corporation shall be as follows:  

(1)  Porcelain and Ceramic Products Manufacturing 

(2)  Electronic Parts and Components Manufacturing 

(3)  Computers and Peripheral Equipment Manufacturing 

(4)  Other Electrical Engineering and Machinery Manufacturing 

(5)  Ironware Wholesale Business 

(6)  Electric Appliance Wholesale Business 

(7)  Computers and Machinery & Equipment Wholesale Business 

(8)  Telecommunication Wholesale Business 

(9)  Information Software Wholesale Business 

(10)  Electronic Materials Wholesale Business 

(11)  Ironware Retailing 

(12)  Electric Appliance Retailing 

(13)  Computers and Machinery & Equipment Retailing 

(14)  Precision Instrument Retailing 

(15)  Telecommunication Retailing 

(16)  Information Software Retailing 

(17)  Electronic Materials Retailing 

(18)  Other Retailing 

(19)  Other Large Retailing 

(20)  International Trading Business 

(21)  RF Equipment Importing 

(22)  In addition to the allowed businesses, Holy Stone can operate in businesses 
which are not prohibited and limited by laws 

Article 2-1: The Company may provide endorsement and guarantee nod act as a guarantor. 

Article 2-2: The total amount of the Company’s reinvestment shall not be subject to the restriction of no 
more than forty percent of the Company’s paid-up capital as provided in Article 13of the 
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Company Law. 

Article 3: The Company shall have its head office in Taipei, Republic of China, and shall be set representative 
and branch offices at various locations within and without the territory of the Republic of 
China if resolved by the Board of Directors, wherever and whenever the Company deems it 
necessary or advisable to carry its activities. 

Article 4: Public announcements of the Company shall be made in accordance with Article 28 of Corporate 
law. 

Section II – Shares 

Article 5: The total capital stock of the Company shall be in the amount of 4,500,000,000 New Taiwan 
Dollars, divided into 450,000,000 shares, at ten New Taiwan Dullards each, and may be paid-up in 
installment by the Board of Directors. 

The Company may issue employee stock options from time to time. A total of 450,000,000 shares among the 
above total capital stock should be reserved for issuing employee stock options, at ten New Taiwan Dollars, 
and may be paid-up in installment, by the Board of Directors. 

Article 6: The Company stock affair shall be handled in accordance with relevant laws and Regulations 
Governing the Administration of Shareholder Services of Public Companies.  

Article 7: The Company issues inscribed stock in which signed or sealed by three or over three directors, 
issuance of stock shall be registered in accordance with Government or certified institution.  

Securities (shares, corporate bond, etc.) issued by the Company may need no printed 
securities. However, such securities shall be registered with the securities depository 
enterprise. 

Article 8: Registration for transfer of shares shall be suspended six (60) days before the date of regular 
meeting of shareholders, and thirty (30) days before, and thirty (30) days immediately before 
the date of any special meeting of shareholders, or within five (5) days before the day on 
which dividend, bonus, or any other benefit is scheduled to be paid by the Company. 

 

Section III – Shareholder’s Meeting 

Article 9: Shareholder’s meetings of the Company are of two types, namely: (1) regular meetings and (2) 
special meetings. Regular meeting shall be convened, by the Board of Directors, within six (6) 
months after the close of each fiscal year. Special meeting shall be convened when necessary. 

Article 10: Shareholders, if in any cases, shall authorize proxy representative if the shareholders show the 
form of proxy printed by the Company, the scope of authority shall be listed in the form of 
proxy. 

Article 11: Except otherwise situation stated in Article 179 of the Company Law, each share of stock shall be 
entitled to one vote.  

Article 12: Except otherwise specified in the Company Law of the Republic of China or the Company’s 
Article of the Company, a resolution shall be adopted by a majority of the votes represented 
by the shareholders present at the Meeting.  

 

Section 4 – Directors and Supervisors 

Article 13: The Company has seven directors and two supervisors, elected by shareholders among suitable 
candidates. Term of office of Directors shall be three (3) years, and may be re-elected. 

The following relationship may not exist among more than half of a Company’s Directors, 
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while at least one or more supervisors, or one or more supervisors and directors, among 
whom shall be free of the following relationship:  

1. A spousal relationship 

2. A familial relationship within the second degree of kinship. 

Article 13-2: The Company is required to appoint independent directors, not less than two in number and 
not less than one-fifth of the total number of directors, in accordance with Article14-2 of 
Security and Exchange Law. Independent directors shall adopt nomination system and be 
elected at the shareholders’ meeting. Other items shall be in accordance with rules of 
relevant government, such as expertise, shareholding, concurrent post, nomination and 
re-election system of independent directors. 

The election of directors and independent directors shall be held at the same time and 
calculated separately; ones with a majority votes will be elected as directors and 
independent directors.  

Article 14: The Directors shall elect from among themselves a Chairman of the Board of Directors, the 
representative of the Company, and nay elect a vice Chairman of the Board of Directors, by a 
majority in a meeting attended by over two-thirds of the Directors. 

The Board of Directors shall be convened by the Chairman of the Board of Directors, upon 
written notice, e-mail or fax sent to all the other Directors and supervisors, seven (7) days 
prior to the date of the meeting, specifying the agenda. The meetings of the Board of 
Directors may be convened, at any time, without such prescribed notice in case of urgent 
circumstances.  

Except otherwise specified by law, the resolution of the Board of Directors shall be consent 
to by more than half of the attending Directors, with more than half of Directors attendance. 

Any Director attending the meeting via video conference shall be deemed attending the 
meeting in person.  

In Directors’ absence, representatives shall be acting for them according to Article 205 of the 
Company Law of the Republic of China. 

The Directors shall exercise their functions by resolutions adopted at meetings of 
Shareholders and the Board of Directors, power of the Board of Directors is stated as 
follows: 

i. Consideration on business and medium and long-term plan. 

ii. Consideration on number of budget and final accounts 

iii. Deliberation on distribution of earnings and deficit compensation. 

iv. Execute resolution of Shareholder’s Meeting. 

v. Deliberation on items proposed by the President. 

vi. Convening of Shareholder Meeting and business report. 

vii. Handling other business restricted by law. 

Except otherwise conduct own duty by law, Supervisors may attend the Board of Meeting 
and present opinions, but is not allow to cast vote.  

Power of supervisors is stated as follows: 

i. Review on Company’s financial situation. 

ii. Audit on account books and documents. 



 

- 38 - 

iii. Handling or supervise other business restricted by law. 

Article 15: In absence of Chairman of the Board of Directors, the representative shall be acting for him 
according to Article 208 of the Company Law of the Republic of China. 

Article 16: The Board of Directors is authorized to determine the compensation for the Directors and 
supervisors, taking into account the extent and value of the services provided for the 
management of the Corporation and the standards of the industry within the R.O.C. and 
overseas 

The Board of Directors is authorized to determine the liability insurance of Directors and 
supervisors, taking into account the business and financial situation of the Company. 

 

Section V Manager 

Article 17: The Company may, by resolution of the Board of Directors and authority of the Chairman of the 
Board of Directors, appoint, dismiss and compensate for a President and one or more Vice 
Presidents according to Article 29 of the Corporate Law.  

 

Section VI Accountant 

Article 18: After the close of each fiscal year, the following reports shall be prepared by the Board of 
Directors, audited by supervisors, and submitted to the regular shareholders' meeting for 
acceptance prior thirty (30) days to the regular shareholders’ meeting: 

i. Business Report; 

ii. Financial Statements; 

iii. Proposal Concerning Appropriation of Net Profits or Covering of Losses. 

Article 19: Deleted.  

Article 20: When the Company faces surplus earnings for each fiscal year, the Company shall: 

vii. Pay up taxes; 

viii. Offset its losses in previous years; 

ix. Set aside a legal capital reserve at 10% of the profits left over, until the accumulated legal 
capital reserve has equaled the total capital of the Company;  

x.Set aside special capital reserve in accordance with relevant laws or regulations or as 
requested by the authorities in charge; 

xi. Distribute remaining surplus after deduction of the above 1-4 items from earnings to 
Directors, Supervisors and employees: 

(5.)Set aside not more than 0.3% of the balance as bonus to directors and supervisors 

(6.)No less than 7% as bonus to employees of this Company. This Company may issue 
stock bonuses to employees of an affiliated company meeting the conditions set by the 
Board of Directors or, by the person duly authorized by the Board of Directors.  

xii.  Any balance left over shall be allocated according to the following principles per 
resolution of the shareholders' meeting.  

We took medium and long-term business growth and investing capital into consideration of our 
dividend policy. On top of that with healthy financial structure, proposing earning distribution by 
the Board of Directors, putting forward at the Shareholders’ Meeting. The type of dividend 
distribution will be determined by the extent of diluted shares and future capital needs, in which 
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stock dividends shares 0-50% of total while cash dividends shares 50-100 of total.  

Article 20-1: Deleted. 

 

Section VII   Supplementary Provision 

Article 21: In regard to all matters not provided for in these Company’s Article, the Company Law of the 
Republic of China and other relevant law shall govern. 

Article: 22: These Company’s Article was signed on May 6, 1981. 

The first amendment was made on March 31, 1982. 

The second amendment was made on July 5, 1984. 

The third amendment was made on May 11, 1987. 

The fourth amendment was made on February 23, 1988. 

The fifth amendment was made on March 14, 1988. 

The sixth amendment was made on September 10, 1990. 

The seventh amendment was made on July 6, 1995. 

The eighth amendment was made on September 9, 1997/ 

The ninth amendment was made on October 2, 1997. 

The tenth amendment was made on Aril 8, 1998. 

The eleventh amendment was made on April 23, 1999. 

The twelfth amendment was made on March 31, 2000. 

The thirteenth amendment was made on May 15, 2001. 

The fourteenth amendment was made on June 19, 2002. 

The fifteenth amendment was made on May 27, 2003. 

The sixteenth amendment was made on May 28, 2004. 

The seventeenth amendment was made on June 10, 2005. 

The eighteenth amendment was made on June 9, 2006. 

The nineteenth amendment was made on June 15, 2007. 

The twentieth amendment was made on June 11, 2008. 

The twenty-first amendment was made on June 16, 2009. 

The twenty-second amendment was made on June 14, 2010. 

The twenty-third amendment was made on June 5, 2012. 
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Appendix 3 

Operating Procedures of Acquisition or Disposal of Assets 
of 

Holy Stone Enterprise Co., Ltd. 
 

Passed at Shareholders’’ Meeting on June 5, 2012 
Article 1 Objective: 

This Operating Procedures aims for asset security, information disclosure. 

Article 2 This operating procedures have been promulgated in accordance with Article 36-1 of the Securities and Exchange 

Act and the “Regulations Governing the Acquisition or Disposal of Assets by Public Companies” of Financial 

Supervisory Commission of Executive Yuan 

Article 3 Scope of assets 

1. Securities: including stocks, government bonds, corporate bonds, and financial debentures, securities 

representing interest in a fund, deposit receipts, call (put) warrants, beneficial certificates and 

asset0backed securities. 

2. Real estate (including inventories of construction industry) and other fixed assets.  

3. Membership certificates. 

4. Intangible assets: including patents, copyrights, trademarks, and franchises, etc.  

5. Claims against financial institutions (including receivables, loans and bill purchase discounts, and overdue 

receivables). 

6. Derivatives. 

7. Assets acquired or disposed through mergers or consolidations, splits, acquisitions, or assignment of shares 

in accordance with applicable laws. 

8. Other important assets. 

 

Article 4 The total value of real property or securities purchased but the Company and its subsidiaries for non-operating use 

and limit on investment in each specific security are as follows:  

1. The total value of real property for non-operating use may not exceed 50$ of the Company’s net worth. 

2. The total value of securities invested may not exceed 100% of the Company’s net worth. 

3. The investment in a specific security nay not exceeds 100% of the Company’s net worth.  

Article 5 When acquired appraisal report or review report from CPA, lawyer or underwriter, there may be no 

related-parties relationship between the party and appraiser, CPA, lawyer or underwriter. 

Article 6 Operating Procedures of acquisition and disposal of real property and other fixed assets are as follows:  

1. Evaluation and operating procedures: 

Company’s real property and other fixed assets are acquired or disposed according to Internal Control System 

and Fix-Assets Circulation of the Company. 

2. Decision-making procedures of terms of trade and authorization quota: 

(1).  Terms of trade and authorization quota of real property shall be acquired or disposed according 

to current assessed and publicly announced value, and the actual transaction price of nearby 

real property, put forward to the Chairman of the Board of Directors then resolved in line with 

the level authority. 

(2).  Other fix-assets shall be acquired or dispose through one of the following methods: price 

inquiry, comparison, bargain or advertised bidding, then resolved in line with the level 

authority. 
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(3).  If Directors object to the Operating Procedures of Acquisition and Disposal of Assets of the 

Company or other regulation are required to be resolved by the Board of Directors, in the case 

of the dissent is recorded or documented, the Company shall send the relevant information to 

each Supervisors.. With the condition that the Company already has Independent Directors, the 

Company shall consult their opinions adequately, and take notes of disagreement, agreement 

or reserved opinion into meeting minutes. If the Company has an Audit Commission, the 

material transaction shall be consented by over half of auditors, if not; the Company may 

require consentement from over two-thirds of Directors. The resolution of audit committee 

shall be written in Shareholders’ Meeting Minutes. The member of audit committee and 

directors is calculated from incumbents.  

3. Executive Unit 

The acquisition and disposal of real property and other fix-assets of the Company, which reviewed and 

resolved accordingly, shall be execute by relevant and administrative divisions. 

4. Appraisal report of real property and other fixed-assets 

The Company shall comply with the following guidelines with regard to the acquisition or disposal of real 

property and other fixed assets:  

When acquiring or disposing real property or other fixed assets, if the transaction amount reaches 20% of 

the company's paid-in capital or NT$300 million or more, except for transacting with a governmental 

agency, engaging others to build on its own land, engaging others to build on leased land, or acquiring 

machinery and equipment for operating use, the Company shall obtain an appraisal report in advance from 

a professional appraiser and shall further comply with the following provisions: 

(1).  Where due to special circumstances a limited price, specific price or specified price should be 

used as reference price in determining the transaction price, such transaction shall be submitted 

for approval by the Board of Directors in advance, and the same procedures shall apply for any 

future changes to the terms and conditions of such transaction.  

(2).  If the transaction amount is NT$1 billion or more, the Company shall obtain appraisal reports 

from at least two professional appraisers.  

(3).  If the professional appraiser’s appraisal results revealed any of the following circumstances, the 

Company shall appoint an accountant to conduct the appraisal in accordance with the 

provisions of Statement of General Auditing Procedures No. 20 published by the ARDF and 

render a specific opinion regarding the cause of the differences and the reasonableness of the 

transaction price: 

a. Where the difference between the appraisal result and the transaction amount is 20% or 

more of the transaction amount.  

b. Where the difference between the appraisal results of two or more professional appraisers is 

10% or more of the transaction amount. 

(4).  Where an appraisal is conducted prior to the execution date of the relevant sale and purchase 

agreement, the period from the date of the appraisal report to the execution date of the relevant 

sale and purchase agreement should be no more than three months. However, where the 

publicly announced current land value for the same period is used and not more than six 

months have elapsed from the original appraisal report, an opinion may still be issued by the 

same professional appraiser  

(5).  If the asset is acquired or disposed through foreclosure, the Company shall offer the certification 

of court to substitute for CPA’s opinion or appraisal report. 

Article 7 Operating Procedures of acquisition or disposal of security investment 
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1. Assessment and operating process 

The Company’s securities are sold and purchased according to investment circulation operation of internal 

control system. Investment in People’s Republic of China shall be in accordance with regulations 

promulgated by Investment Commission, MOEA. 

2. Operating Procedures of terms of transaction and quota of authority shall be determined by Company’s internal 

control system. 

3. Executive Unit 

Company invests securities in accordance with the aforementioned articles. Investment may be carried out 

by Finance & Accounting Division after then. 

4. Experts’ Opinion 

(1).  When acquiring or disposing securities, the Company shall obtain the latest financial statements 

of object audited by CPA for assessment. For those transaction amount which exceeds 

NT$300,000,000 or 20% of total paid-up capital of the Company, the Company shall inquire 

CPA about the transaction price before the trade-date. Except otherwise the securities have 

quoted prices in active markets or regulated by security authority, in case that expert report is 

adopted, the Company shall conduct in accordance with the provisions of Statement of 

General Auditing Procedures No. 20 published by the ARDF.  

(2).  If the asset is acquired or disposed through foreclosure, the Company shall offer the certification 

of court to substitute for CPA’s opinion or appraisal report. 

Article 8 Operating Procedures of acquisition or disposal of membership certificates or intangible assets 

1. Assessment and operating process 

The Company’s membership certificates and intangible assets are conducted according to investment 

circulation operation of internal control system 

2. Determination of terms of transaction and quota of authority  

(1).  Acquisition or disposal of membership certificates shall be referred to fair market value for 

resolution of terms and price of transaction, and put forward as a report to General Manager. 

When the transaction amount does not reach 0.2% of the Company's paid-in capital or NT$3 

million, the Company shall be approved and put forward to the latest Board of Directors’ 

Meeting by General Manager. When the transaction amount reaches NT$3 million or more, the 

transaction shall be resolved by the Board of Directors. 

(2).  Acquisition or disposal of intangible assets shall be referred to fair market value or expert 

assessment for resolution of terms and price of transaction, and put forward as a report to 

General Manager. When the transaction amount does not reach NT$50 million, the Company 

shall be approved and put forward to the latest Board of Directors’ Meeting by General 

Manager. When the transaction amount reaches NT$50 million or more, the transaction shall 

be resolved by the Board of Directors. 

(3).  If Directors object to the Operating Procedures of acquisition and disposal of assets of the 

Company, in the case of the dissent is recorded or documented, the Company shall send the 

relevant information to each Supervisors.. With the condition that the Company already has 

Independent Directors, the Company shall consult their opinions adequately, and take notes of 

the disagreement, agreement or reserved opinion into meeting minutes. If the Company has an 

Audit Commission, the material transaction shall be consented by over half of auditors, if not; 

the Company may require consentement from over two-thirds of Directors. The resolution of 

audit committee shall be written in Shareholders’ Meeting Minutes. The member of audit 

committee and directors is calculated from incumbents. 
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3. Executive unit 

Acquisition or disposal of membership certificates shall be conducted by finance department or 

administration after it is resolved in accordance with the previous regulations. 

4. Expert assessment of membership certificates or intangibles assets 

(1).  When the transaction amount reaches 20% of total paid-up capital or NT$50 million or more, the 

Company shall have an expert render assessment report. 

(2).  When the transaction amount reaches 20% of total paid-up capital or NT$300 million or more, 

the Company shall appoint an accountant to render, in accordance with the provisions of 

Statement of General Auditing Procedures No. 20 published by the ARDF, an opinion on the 

reasonableness of the transaction price. 

Article 8-1 The aforementioned three calculation of transaction amount shall be in accordance with subparagraph 5 of this 

Article 12-1, within a year based on transaction date. Transaction that occurred a year from now has been assessed 

by expert or rendered an opinion by CPA in accordance with these procedures. 

Article 9 Operating Procedures governing acquisition of real property from a related party 

1. Acquisition or dispose of real property or other fix-assets from a related party shall be in accordance with the 

aforementioned articles: Operating Procedures of Acquisition and Disposal of Real Property and Other 

Fixed Assets (Article 6), Operating Procedures of Acquisition or Disposal of Security Investment (Article 

7), and Procedures Governing Acquisition of Real Property from a Related Party (Article 9), in addition to 

compliance with the requirements set above, the Company shall also follow the following procedures. 

When the transaction amount reaches 10% of total paid-up capital, the Company shall appoint an 

accountant to render onion or an expert to render an assessment report in accordance with Article 6, 7, and 

9. 

The precious transaction amount shall be calculated in accordance with Article 8-1. Furthermore, when 

determining whether the transaction counterparty is a related party, in addition to legal formalities, the 

Company shall take into consideration of the substance of the relationship between the transaction parties. 

2. Assessment and operating process 

The Company may acquire real property, which transaction amount reaches 20% of total paid-up capital or 

NT$300 million or above, from a related party only after submitting the following information to the Board 

of Directors for approval and to the Supervisors for recognition: 

(1).  The purpose, necessity and estimated benefits of the acquisition of the real property. 

(2).  The reason for choosing the related party as the transaction counterparty. 

(3).  Information regarding appraisal of the reasonableness of the proposed transaction terms in 

accordance with the provisions of items (1) and (4), subparagraph 3 of this Article 12. 

(4).  The date and price at which the related party originally acquired the real property, the original 

transaction counterparty, and that transaction counterparty's relationship to the Company and 

the related party. 

Monthly cashflow forecasts for the year beginning from the anticipated month of execution of 

the contract, and evaluation of the necessity of the transaction, and reasonableness of the use of 

funds. 

(5).  In accordance with Article 1 to acquire expert’s assessment report of CPA’ opinion. 

(6).  Restrictive covenants and other important terms in connection with the transaction. 

(7).  The calculation of the aforementioned transaction amount shall be in accordance with 

subparagraph 5 of this Article 12-1, within a year based on transaction date. Transaction is free 

of recalculation if proposed to the Board of Directors and recognized by Supervisors. 

With respect to the acquisition or disposal of machinery and equipment for business use 
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between the Company and its parent company or subsidiaries, the Board of Directors may 

authorize the Chairman to decide such matters when the transaction is within a certain amount 

and subsequently submit the aforesaid decision to the next meeting of the Board of Directors 

for ratification. 

If the Company has Independent Directors, the Board of Directors shall take into full 

consideration of each independent director's opinion. If an independent director objects or 

expresses reservation about any matter, it shall be recorded in the meeting minutes of the Board 

of Directors. If the Company has an Audit Commission, the transaction shall be consented by 

over half of auditors, if not; the Company may require consentement from over two-thirds of 

Directors. The resolution of audit committee shall be written in Shareholders’ Meeting Minutes. 

The member of audit committee and directors is calculated from incumbents.  

3. Reasonableness of the transaction cost 

(1).  The Company shall use the following methods to assess the reasonableness of the transaction 

cost when acquiring real property from a related party: 

a. Based upon the related party’s transaction price plus necessary interest on funding and the 

costs payable by the buyer in accordance with applicable law. "Necessary interest on 

funding" refers to and is calculated by use of the weighted average interest rate on funds 

borrowed by the Company in the year when the Company plans to purchase the property as 

the basis. However, such necessary interest on funding may not be higher than the 

maximum non-financial industry lending rate announced by the Ministry of Finance.  

b. Based upon the total appraisal value from a financial institution if the related party has 

previously taken a mortgage on the property as security for a loan; provided that the actual 

cumulative amount lent by the financial institution shall be 70% or more of the financial 

institution’s appraisal value for the property and the loan shall have been disbursed and 

outstanding for one year or more. However, this method shall not apply if the financial 

institution is a related party of one of the transaction counterparties. 

(2).  Where the land and the building situated thereupon are combined as a single property purchased 

in one transaction, the transaction costs for the land and the building may be separately 

appraised in accordance with either of the methods set forth in the preceding paragraph. 

(3).  When the Company acquires real property from a related party, it shall appraise the cost of the 

real property in accordance with the provisions of items (1) and (2), subparagraph 3 of this 

Article 12, and shall also engage an accountant to review the appraisal result and issue a 

specific opinion regarding appraisal result.  

(4).  Where the Company acquires real property from a related party and the results of appraisal 

performed in accordance with the provisions of items (1) and (2), subparagraph 3 of this 

Article 12 are both  lower than the transaction price, the transaction shall be handled in 

accordance with the provisions of Item (5), subparagraph 3 of this Article 12. However, if any 

of the following circumstances occur and where any objective evidence has been provided and 

specific opinions on reasonableness of the transaction price have been obtained from a 

professional appraiser and an accountant have been obtained, the preceding paragraph shall not 

apply: 

a. When the related party has acquired undeveloped land or leased land for development, it 

may submit proof of compliance with one of the following conditions:  

(a.) The undeveloped land is appraised in accordance with the foregoing methods, and the 

building is appraised according to the related party’s construction cost plus reasonable 
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construction profit, and the total appraised value of the land and the building is in 

excess of the actual transaction price. "Reasonable construction profit" shall be 

deemed the average gross operating profit margin of the related party’s construction 

division over the most recent three years or the gross profit margin for the 

construction industry for the most recent period as announced by the Ministry of 

Finance, whichever is lower. 

(b.) Concluded transactions by unrelated parties within the preceding year involving other 

floors of the same target property or properties located in the neighboring area, of 

which the property size and transaction terms are similar to the proposed transaction 

after taking into consideration of reasonable price differences in floor or area prices in 

accordance with standard real property market practices. 

(c.) Concluded leasing transactions by unrelated parties within the preceding year for other 

floors of the same target property, of which the transaction terms are similar to the 

proposed transaction after taking into consideration of reasonable price differences in 

floor according to standard real property leasing market practices. 

b. Where the Company provides evidences that the terms of the proposed acquisition of real 

property with the related party are similar to the terms of transactions concluded for the 

acquisition of property located in neighboring area of a similar size by unrelated parties 

within the preceding year. Concluded transactions for the acquisition of property located in 

neighboring area in the preceding paragraph in principle refers to property located at the 

same or an adjacent block of the target property and within a distance of no more than 500 

meters or the publicly announced current value of the property is close to that of the target 

property; transaction of similar size refers to transactions concluded by unrelated parties 

with a land area of no less than 50% of the target property; within one year refers to one 

year preceding the date of occurrence of the proposed acquisition of the target property. 

(5).  When the Company acquires real property from a related party and the results of appraisal 

performed in accordance with the provisions of items (1) and (2), subparagraph 3 of this 

Article 12 are both lower than the transaction price, the Company shall comply with the 

following provisions. In addition, if the Company and any public company that invests in the 

Company using the equity method have allocated a special reserve in accordance with the 

following provisions, the Company and the public company may not utilize such special 

reserve until it has recognized loss due to price decline for such real property, or such property 

has been disposed of, or adequate compensation has been made, or the original condition has 

been restored, or there is other evidence confirming that it is not unreasonable to do so, and 

approval in connection therewith from the Competent Authority shall have been obtained. 

a. The Company shall allocate the difference between the real property transaction price and 

the estimate cost as a special reserve in accordance with Paragraph 1, Article 41 of the 

Securities and Exchange Act, and shall not be distribute this reserve or use it for 

capitalization and issuance of new shares. If an investor that has investment in the 

Company by using the equity method is a public company, it shall also allocate special 

reserve in an amount in proportion to its shareholding in the Company according to 

paragraph 1, Article 41 of the Securities and Exchange Act. 

b. Supervisors of the Company shall comply with Article 218 of the Company Law. 

c. The Company shall report matters handled under the foregoing items (1) and (2) to the 

shareholders' meeting and shall disclose the details of the transaction in its annual report 
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and prospectus. 

(6).  When the Company acquires real property from a related party and any of the following 

circumstances occur, it shall implement the transaction in accordance with the appraisal and 

operating procedures in subparagraphs 1 and 2 of this Article 12, and items (1), (2), and (3), 

subparagraph 3 of this Article 12 regarding the assessment of the reasonableness of transaction 

cost are not applicable: 

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

e. More than five years will have elapsed from the time the related party signed the contract to 

obtain the real property to the execution date of the proposed transaction. 

f. The real property is to be acquired through signing of a joint development contract with the 

related party. 

(7).  When the Company acquires real property from a related party and there is other evidence 

indicating that such acquisition does not conform to conventional business practice, the 

Company shall act in accordance with item (5), subparagraph 3 of this Article 12. 

Article 10 Operating Procedures of acquisition or disposal of derivatives 

1. Trading principles and strategies: 

(1).  Types of trades 

The Company’s derivatives trading may be categorized as the following three types: 

“Non-Transaction - Not Qualify for Hedge Accounting” and “Non-Transaction - Qualify for Hedge 

Accounting” for hedging transaction which is prepared for non-transaction and “Transaction - Other” 

for the non-hedging transaction for transaction.  

(2).  Operating and hedging strategies 

The Company shall engage in derivatives trading for the purpose of mitigating risks. When selecting 

derivatives products, the Company shall choose from the products with a view to mitigate the risks 

arising from the Company’s business operating. In addition, to avoid creating credit risk, the 

Company shall choose derivatives trading counterparties from the Company’s correspondent banks to 

the extent possible. Before operating foreign exchange, the Company shall define whether the foreign 

exchange aims for hedging, financial operation in pursuit of investment profit, etc., in order to be the 

basis of accounting recognition. 

(3).  Delegation of powers and duties 

a. Finance division 

(a.) Responsible for the entire strategy proposal of foreign exchange. 

(b.)  To adapt changing market of foreign exchange, Finance Division shall collect the 

relevant information at anytime, determine market trend and evaluate risks, and be 

acquainted with law and financial products, take Company’s foreign exchange position 

into consideration in the purpose of proposing operating strategies. The proposal shall 

be the basis of risk mitigation after approved by General Manager. 

(c.) Calculate realized or potential future risk exposure position, and operate hedge 

transaction according to the scope of authority. 

b. Accounting division  

The settlement and delivery orders of Derivatives which the Finance Division uses to hedge 

risk the delivery shall be crosschecked with transaction content sent from Finance Division, 

handled with proper accounting process; furthermore, the accounting division shall phone 

the counterparties and agents for the accuracy of transaction. 

(4).  Delegation of authorization of total contract amount and derivative 
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Accounting Division is responsible for the control of the Company’s overall situation and shall plan 

strategies based on prediction of changing market. The operating transaction amount shall not reach 

20% of Company’s net sales or more. If the amount surpasses the amount mentioned forth, the 

transaction shall be approved by the Board of Directors. 

(5).  Performance evaluation 

a. Derivatives: ”Non-Transaction – Not qualify for hedge accounting” and “Non-Transaction – 

Hedge Accounting” 

(a.) Set the objective income of foreign exchange according to types of trading products. 

The objective shall be part of performance evaluation, and reviewed periodically. 

(b.)  The transaction or shall use the determined types of financial products and spare no 

efforts to reach the objective exchange rate. This shall be the basis of performance 

evaluation. 

(c.) The settlement personnel shall calculate net position of risk exposure monthly and put 

forward to the Management. This shall be the basis of performance evaluation. 

b. Derivatives: “Transaction - Other” 

Prepare statement of current monthly net income each month. This shall be the basis of 

performance evaluation  

c. Limit of loss 

(a.) Hedge transaction aims for risk mitigation. When the sum of total or individual loss of 

amount exceeds 10% of total contract amount, the relevant staff shall put forward to 

the Chairman of the Board of Directors and the Board of Directors immediately to 

discuss the responding actions. 

(b.)  When dealing with non-hedge transaction which is in purpose of transaction, stop-loss 

amount of single purchase shall be based on 3% of notional amount, the stop-loss 

amount of total shall be based on 5% of notional amount. In that case, once the 

transaction exceeds this stop-loss amount, the relevant staff may settle the order or 

write-back earlier to stop the loss. 

2. Risk management 

(1). Credit risk management 

Operating risk of derivative is easily effected by changing factors in the market; hence the Company 

manage the market risk in accordance with the following principles: 

a. Counterparties: Mainly invest in notable financial intuition overseas and domestically. 

b. Traded products: Only trade in products provided by notable financial intuition. 

c. Amount of transaction: Non-liquidating amount for a single counterparty shall be limited in 

the scope of Delegation of Authority Form. However, transaction by which General 

Manager approved is not limited. 

(2). Market risk management 

Mainly based on public foreign-exchange market. 

(3). Liquidity risk management 

To ensure liquidity, the Company choose financial product with high liquidity (can be squared in 

market at anytime). The entrusted intuition shall be capable of trading at all time in any market with 

sufficient information.  

(4). Cash liquidity management 

To ensure stability of operating capital turnover, the Company shall operate derivatives limited within 

its own capital. The Company shall take predicted capital demand in the future three months into 
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consideration when operating derivatives.  

(5). Operational risk management 

a. .The operational risk management shall follow Company’s limit of authority, operating 

process and be brought into Internal Control, in order to avoid operational risk. 

b. One shall not hold the position of transistors and settlement personnel at the same time. 

c. Risk evaluation, supervising and controlling personnel shall not be divided into the same 

division, and shall report to the Board of Directors or management who is not responsible 

for transaction. 

d. Position of derivatives transaction shall be at least evaluated once a week, if the derivatives 

are transaction for the purpose of business; it shall be at least evaluated twice a month. The 

evaluation report shall be put forward to management authorized by the Board of Directors.

(6). Product risk management 

Internal trading personnel shall possess complete and correct domain knowledge, and request bank 

for full disclosure of risk in case of misuse of financial product use. 

(7). Legal risk management 

To avoid legal risk, all documents to be entered into between the bank and the Company shall be 

reviewed by the Legal Department and the Finance Department before execution.  

3. Internal audit system 

(1). The Company's internal auditor shall periodically review the appropriateness of the internal control 

system of derivatives trading, conduct a monthly audit of compliance of derivatives trading operating 

procedures by the execution department, analyze trading cycles, and prepare an audit report 

accordingly. The internal auditor shall notify the Supervisors of Company in writing if any material 

violation is found.  

(2). The Company's internal auditor shall file the audit report together with the annual internal audit review 

report for the preceding year with the Competent Authority by the end of February each year. The 

Company's internal auditor shall also report any improvements of irregularities during the preceding 

year to the Competent Authority by the end of May each year. 

4. Regular evaluation methods 

The Board of Directors shall authorize senior management personnel to regularly monitor and evaluate 

whether derivative trades are executed in compliance with 

the Company's trading procedures, and determine whether the risk exposure is within the acceptable limits. 

Whenever a market price evaluation report contains any irregularity (such as the position held exceeding the 

loss limit), the aforementioned personnel shall immediately report to the Board of Directors and take 

necessary counter measures. 

 

5. Oversight principles for derivative trading by the Board of Directors: 

(1). The Board of Directors shall appoint senior management officers to regularly monitor and control the 

derivatives trading risk. The guidelines for monitoring and control are as follows: 

a. Periodically evaluate whether the risk management measures currently adopted is 

appropriate and are conducted in accordance with these Operating Procedures and 

derivative trading operating guidelines promulgated by the Company. 

b. Monitoring trading activities and profit/loss status, whenever irregularities are found, the 

senior management officers shall take appropriate counter measures and shall immediately 

report to the Board of Directors. If the Company has independent directors, at least one 

independent director should be present at the meeting and express his opinion. 
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(2). Periodically evaluate whether derivatives trading performance is consistent with the Company's 

established operational strategy and whether the risk exposure is acceptable to the Company. 

(3). When engaging in derivatives trading, the Company shall report to the Board of Directors after it 

authorizes relevant personnel to conduct derivatives trading in accordance with the derivative trading 

operating guidelines promulgated by the Company. 

(4). The Company shall establish a memorandum book in which details of the types and amounts of 

derivatives trading engaged in, Board of Directors approval dates and the matters required to be 

carefully evaluated under items subparagraph 2-5, 5-1, 5-2 of this Article 10, shall be recorded in 

detail in the memorandum book for inspection. 

(5). When the procedures of disposal or acquisition are submitted for discussion in the meeting of Board of 

Directors, the Board of Directors shall take in to full consideration of each independent director’s 

opinion. If an independent director (If the Company has one) objects or expresses reservation about 

any matter, it shall be recorded in the meeting minutes of the Board of Directors. If the Company has 

an Audit Committee, the Procedure shall be approved by one-half or more of all Audit Committee 

members and then for discussion and consent by the Board of Directors. If the Procedure have not 

been approved by one0half or more of all Audit Committee member. The Procedures may be 

undertaken upon the consent of two-thirds or more of all directors, and the resolution of the audit 

committee shall be recorded in the meeting minutes of the Board of Directors. “All audit Committee 

members” and “all directors” in the preceding paragraph referred to in these Procedures shall mean 

the actual number of persons currently holding those positions.  

Article 11 Procedures governing mergers or consolidations, splits, acquisitions, or 

assignment of shares 

1. Appraisal and operating procedures: 

(1). When the Company wishes to conduct a merger or consolidation, split, acquisition, or assignment of 

shares, it may engage an accountant, lawyer, and underwriter to jointly review statutory procedures 

and proposed timetable; the Company shall also form a project execution team to implement the 

transaction in accordance with statutory procedures. The Company should, prior to convening a 

meeting of the Board of Directors to decide on the matter, further engage an accountant, lawyer, or 

underwriter to render opinions regarding the reasonableness of the share swap ratio, acquisition price, 

or distribution of cash or other property to shareholders, and shall submit the same to the Board of 

Directors for discussion and approval. 

(2). When conducting a merger or consolidation, split, or acquisition, the Company shall prepare a public 

report to its shareholders, specifying important contractual contents and matters relevant to the 

merger or consolidation, split, or acquisition prior to the shareholders' meeting. The Company shall 

attach such public report and the expert opinions referred to in item (1), subparagraph 1 of this 

Article 16 when sending the notice of shareholders' meeting for shareholders' reference in 

determining whether to approve the merger or consolidation, split, or acquisition. However, if the 

convention of shareholders' meeting to approve the merger or consolidation, split, or acquisition is 

exempted by applicable laws, the notification requirement for sending the notification in the 

preceding paragraph shall not apply. Moreover, where any one of the companies participating in a 

merger or consolidation, split, or acquisition fails to convene or obtain a resolution due to lack of a 

quorum, insufficient votes, or restrictions by applicable laws, or the proposal was vetoed by the 

shareholders' meeting, such company shall immediately publicly announce an explanation of the 

reason for such failure, follow-up measures to be taken, and the proposed date of the next 

shareholders' meeting.  
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2. Other matters to be noted: 

(1). Date of the Meeting of Board of Directors:  

Companies participating in a merger or consolidation, split, or acquisition shall convene their board 

meetings and shareholders' meetings on the same day to resolve matters relevant to the merger or 

consolidation, split, or acquisition, unless otherwise provided by applicable laws or there are 

extraordinary conditions which should be reported to and approved by the Competent Authority in 

advance. Companies participating in an assignment of shares shall convene their board meetings on 

the same day, unless otherwise provided by applicable laws or there are extraordinary conditions 

which should be reported to and approved by the Competent Authority in advance.  

(2). Commitment to confidentiality obligations in advance: 

Each person participating in or being informed of the plan for merger or consolidation, split, 

acquisition, or assignment of shares shall execute a written undertaking of confidentiality and shall 

not disclose the contents of the plan prior to public announcement of information in connection with 

the plan and shall not trade, in their own names or under the name of another person, in any stock or 

other equity security of any company related to the plan for merger or consolidation, split, 

acquisition, or assignment of shares. 

(3). Principles of set-up and change of swap ratio and acquisition price: 

When companies jointly conduct a merger or consolidation, split, acquisition, or assignment of 

shares, it may engage an accountant, lawyer, or underwriter to render opinions regarding the 

seasonableness of the share swap ratio, acquisition price, or distribution of the cash or other property 

to shareholders, and shall submit the same to the Board of Directors for discussion and approval. 

However, if the change or amendment has been written in contract and disclose publicly, shall be free 

of this restriction. The procedures of change of swap ratio or acquisition price are as follows: 

(a.) Capital increase by cash, issuance of convertible bonds, free distribution of bonus 

shares, issuance of corporate bonds with warrants, preferred shares with warrants, 

stock warrants, and other equity securities. 

(b.)  Any disposal of material assets of the company or other action which may have a 

material adverse effect on the company's financial condition or business. 

(c.) A disaster or major technological shift or other event which may affect shareholder's 

equity or the share price. 

(d.)  An adjustment results from the buy-back of treasury stock by any of the companies 

participating in the merger or consolidation, split, acquisition, or assignment of shares.

(e.) An increase or decrease in the number of entities or companies participating in the 

merger or consolidation, split, acquisition, or assignment of shares. 

(f.)  Other terms and conditions allowing amendments which have been provided in the 

relevant contract and have been publicly disclosed. 

(g.)  Other terms and conditions that written in contract and disclosed. 

(4). Items to be provided in contract: In addition to those items required under Article 317-1 of the 

Company Law and Article 22 of the Business Mergers and Acquisitions Act, the contract for 

participation in a merger or consolidation, split, acquisition, or assignment of shares shall provide the 

following provisions: 

a. Remedy for breach of contract. 

b. Principles for the handling of equity securities previously issued or treasury stock previously 

bought back by any company that is to be dissolved in a merger or that is spun off. 

c. The amount of treasury stock that could be bought back by participating companies in 
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accordance with applicable laws after the record date of calculation of the share swap ratio, 

and the handling principles thereof. 

d. Methods for handling changes in the number of participating entities or companies. 

e. Estimated schedule for execution of the plan, and anticipated completion date. 

f. Scheduled date for convention of shareholders' meeting in accordance with applicable laws 

in the event that execution of the plan falls behind the estimated schedule and relevant 

handling procedures. 

(5). Changes in the number of companies participating in a merger or consolidation, split, acquisition, or 

assignment of shares: After relevant information has been publicly announced, if any company 

participating in the merger or consolidation, split, acquisition, or assignment of shares intends further 

to carry out a merger or consolidation, split, acquisition, or assignment of shares with another 

company, all of the participating companies shall repeat the procedures or legal actions that had 

originally been completed toward the merger or consolidation, split, acquisition, or assignment of 

shares; except that where the number of participating companies is decreased and the participating 

company's shareholders' meeting has resolved and authorized the Board of Directors to amend the 

terms, such participating company could be exempted from convening another shareholders' meeting 

to resolve the matter again. 

(6). Where a company participating in a merger or consolidation, split, acquisition, or assignment of shares 

is not a public company, the Company shall sign an agreement with that company, and shall conduct 

the merger or consolidation, split, acquisition, or assignment of shares in accordance with the Board 

of Directors meeting convention date specified in item (1), the confidentiality obligation in item (2), 

and the requirements regarding changes in the number of companies participating in a merger or 

consolidation, split, acquisition, or assignment of shares in item (5), subparagraph 2 of this Article 

16. 

(7). When the listed Company participating in a merger or consolidation, split, acquisition, or assignment 

of another company's shares, or Company whose stock is listed on the Stock Exchange or traded over 

the Counter, the Company shall prepare a full written record of the following information and retain 

it for five years for reference: 

a. Basic identification data for personnel: including the occupational titles, names, and national 

ID numbers (or passport numbers in the case of foreign nationals) of all persons involved 

prior to disclosure of the information in the planning or implementation of any merger or 

consolidation, split, acquisition, or assignment of another company's shares. 

b. Dates of material events: including those for signing of any letter of intent or memorandum 

of understanding, engaging of a financial or legal advisor, execution of a contract, and 

convening of a board of directors meeting. 

c. Important documents and minutes: including merger or consolidation, split, acquisition, or 

plan of assignment of share, any letter of intent or memorandum of understanding, material 

contracts, and minutes of board of directors meetings. 

When the listed Company participating in a merger or consolidation, split, acquisition, or assignment 

of another company's shares, or Company whose stock is listed on the Stock Exchange or traded over 

the Counter, the Company shall, within two days commencing from the date of passage of a 

resolution by the Board of Directors, report (in the prescribed format and via the Internet-based 

information system) the aforementioned information(point a and b of  subparagraph 2-7 of this 

Article) to the Competent Authority for recordation. 

The listed Company participating in a merger or consolidation, split, acquisition, or assignment of 
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another company's shares, or Company whose stock is listed on the Stock Exchange or traded over 

the Counter, shall reach an agreement with listed to Company whose stock is listed on the Stock 

Exchange or traded over the Counter, and conduct in accordance with the subparagraph 7 and set 

forth of the Article. 

Article 12 Procedures of public disclosure 

1. Items to be publicly announced and reported and requirements for public announcement and reporting are as 

follows: 

(1).  Acquisition or disposal of real property from or to a related party, or acquisition or disposal of 

assets other than real property from or to a related party where the transaction amount reaches 

20% of the Company's paid-in capital, 10% of the Company's total assets, or NT$300 million; 

Provided, however, that this paragraph shall not apply to trading of government bonds or 

bonds under repurchase and resale agreements. 

(2).  Merger or consolidation, split, acquisition, or assignment of shares. 

(3).  Any losses from derivatives trading which reaches the limits on aggregate losses or losses for 

individual contracts as set out in the operating procedures promulgated by the Company. 

(4).  Other asset transactions other than those referred to in the preceding three subparagraphs, 

disposal of receivables by a financial institution, or investment in the Mainland China area, 

and the transaction amount of  which reaches 20% of the Company's paid-in capital or 

NT$300 million or more; provided that the public reporting requirement shall not apply to the 

following circumstances: 

a. Trading of government bonds.  

b. Trading of callable or puttable bond, purchase of redeem on domestic money market fund. 

c. Where the type of asset acquired or disposed of is equipment and machinery for operational 

use and the transaction counterparty is not a related party and the transaction amount is less 

than NT$500 million. 

d. Acquisition or disposal of real property under arrangement of commissioned construction on 

self-owned or leased land, joint construction and allocation of housing units, joint 

construction and allocation of ownership percentages, or joint construction and separate 

sale and the transaction amount to be invested by the Company is less than NT$500 

million.  

(5).  The transaction amount referred to in the foregoing four subparagraphs shall be calculated as 

follows; and the term "within one year" refers to the year preceding the date of occurrence of 

the proposed transaction; and items which has been duly announced in accordance with 

applicable regulations may be disregarded for the calculation: 

a. The amount of each transaction. 

b. The cumulative transaction amount of acquisitions and disposals of the same type of assets 

with the same transaction counterparty within one year. 

c. The cumulative transaction amount of acquisitions and disposals of real property in the same 

development project within one year (the amount for acquisition and the amount for 

disposal shall be calculated Separately). 

d. The cumulative transaction amount of acquisitions and disposals of the same security within 

one year (the amount for acquisition and the amount for disposal shall be calculated 

separately). 

2. Deadline for public announcement and reporting: 

When acquiring or disposing of assets, if such acquisition or disposal is one of the items that should be 
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publicly announced and reported in accordance with subparagraph of the Article, and the transaction 

amount reaches the requirements for public announcement and reporting, the Company shall make the 

public announcement in the format within two days commencing from the date of occurrence of the event. 

3. Operating Procedures  governing public announcement and reporting are as follows: 

(1). The Company shall make the public announcement and reporting of relevant information on the 

website designated by the Competent Authority. 

(2). The Company shall post information regarding derivative trading activities of the Company and its 

subsidiaries that are not domestic public companies during the preceding month on the reporting 

website designated by the Competent Authority in the required format by the tenth day of each 

month. 

(3). If any required items publicly announced by the Company in accordance with applicable regulations 

contain errors or omissions and a correction thereof is necessary, the Company shall make a public 

announcement and Report of such items in their entirety again.  

(4). When acquisition or disposal of assets, unless otherwise provided in other applicable laws, the 

Company shall keep all relevant contracts, resolution minutes, memorandum books, appraisal 

reports, and opinions of accountants, lawyers, or underwriters for at least five years. 

(5). After the Company has publicly announced and reported a transaction in accordance with applicable 

regulations, in case any of the following event occurs, it shall report relevant information on the 

website designated by the Competent Authority within two days of the date of occurrence:  

a. Any amendment, termination or discharge of the contracts originally executed in the 

transaction. 

b. The merger or consolidation, split, acquisition, or assignment of shares is not completed by 

the scheduled completion date set forth in the relevant contract. 

c. Anywhen a change of originally reported information happens. 

Article 13 The Subsidiaries shall comply with the following provisions: 

1. The Subsidiaries shall promulgate its own "Operating Procedures of the Acquisition or Disposal of Assets" in 

accordance with the relevant provisions of the "Regulations Governing the Acquisition or Disposal of 

Assets by Public Companies." 

2. When a Subsidiary acquires or disposes of assets, the Subsidiary shall act in accordance with these Operating 

Procedures. 

3. If a Subsidiary is not a public company but its transaction amount of acquisition or disposal of assets meets the 

requirement of public announcement and reporting as set forth, the Article 30 of the "Regulations 

Governing the Acquisition or Disposal of Assets by Public Companies", the Company shall make the 

public announcement and reporting on behalf of the Subsidiary. 

4. With regard to requirement of public announcement and reporting for subsidiaries, the provisions regarding 

"exceeding 20% of the company's paid-in capital" shall refer to the Company’s paid-in capital.  

Article 14 Penalty provision is as follows: 

assets violate the Operating Procedures and such violation is verified, the person who violates the Operating 

Procedures will receive penalties commensurate with the severity of such violation according to the Company's 

working rules. 

Article 15 Conduct and amendment 

The Operating Procedures of Disposal or Acquisition of Assets shall be approved by the Board of Directors, and 

further submitted for approval of Supervisors and Shareholder’s Meeting; amendment follows the forgoing rule 

accordingly. The Board of Directors shall take into full consideration of each independent director's opinion 

when proposing Operating Procedures of Disposal or Acquisition of Assets. If an independent director objects or 



 

- 54 - 

expresses reservation about any matter, it shall be recorded in the meeting minutes of the Board of Directors. If 

the Company has an Audit Commission, the transaction shall be consented by over half of auditors, if not; the 

Company may require consentement from over two-thirds of Directors. The resolution of audit committee shall 

be written in Shareholders’ Meeting Minutes. The member of audit committee and directors is calculated from 

incumbents. the Procedure shall be approved by one-half or more of all Audit Committee members and then for 

discussion and consent by the Board of Directors. If the Procedure have not been approved by one0half or more 

of all Audit Committee member. The Operating Procedures may be undertaken upon the consent of two-thirds or 

more of all directors, and the resolution of the audit committee shall be recorded in the meeting minutes of the 

Board of Directors. “All audit Committee members” and “all directors” in the preceding paragraph referred to in 

theses Operating Procedures shall mean the actual number of persons currently holding those positions. 

Article 16 Supplementary Provision 

1. Any matters not provided in these Operating Procedures shall be handled in accordance with applicable laws 

and regulations. 

2. This Article of Company were enacted on March 6, 1998. 

The first amendment was made on November 24, 1999. 

The second amendment was made on March 8, 2001. 

The third amendment was made on May 28, 2003. 

The fourth amendment was made on June 15, 2007. 

The fifth amendment was made on June 5, 2012. 
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Appendix 4 

Minimum Shareholding of Directors and Supervisors 
In accordance with Article 26 of the Securities and Exchange Act and No.4 of Article 2 of the Rules 

and Review Procedures for Share Ownership Ratios of Directors and Supervisors at Public 

Companies, for the period ended April 13, 2014(Book closure date), the minimum shareholding of 

Directors and Supervisors are listed as follows: 

Total issued common shares 224,152,218 shares 

The minimum required combined shareholding of all 

directors by law 

12,000,000 shares 

The minimum required combined shareholding of all 

supervisors by law 

1,200,000 shares 

Position Name 
Date 

elected 
Term of 

service

Shareholding while 

elected (Note) 
Current shareholding 

Shares % Shares % 

Chairman 

& President 
Jing-Rong Tang 2012.6.5 3 years 11,592,549 3.62 8,114,784 3.62

Director 
Chyang Lo Lin Tan 

Investment 

Co., Ltd. 

2012.6.5 3 years 14,707,623 4.59 10,295,336 4.59Director 
Yu-Min Wu 

Director 
Shih-Yun Sheng 2012.6.5 3 years 4,445,567 1.39 3,111,896 1.39

Director 
Shao-Kuo Huang 2012.6.5 3 years 2,569,292 0.80 1,728,504 0.77

Independent 
Director Ken-Yi Cheng 2012.6.5 3 years - - - - 

Independent 
Director Nai-Hua Wu 2012.6.5 3 years - - - - 

Supervisor 
Tang-Ming Wu 2012.6.5 3 years 943,764 0.29 523,630 0.23

Supervisor 
Chung-Yi Yang 2012.6.5 3 years 725,186 0.23 676,634 0.30

Total 34,983,981 10.92 24,450,784 10.90

The combined shareholding and its ratio of all directors 

(independent directors excluded) 
33,315,031 10.40 23,250,520 10.37

The combined shareholding and its ratio of all supervisors 1,668,950 0.52 1,200,264 0.53

Issued common shares 320,217,454 100.00 224,152,218 100.00

Note: Total issued common shares: 320,217,454 shares on June/5/2012 (date elected).
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Appendix 5 

Supplementary Information 

1. The effect of stock grants on EPS and business performance proposed at this Shareholders’ Meeting 

(1). The Company’s distribution of 2013 profits had been approved by the Board of Directors on March 18, 

2014, detailed as follows: 

a. To distribute 2013 profits with a cash dividend of NT$2.80 per share for shareholders. 

b. To distribute cash bonus of NT$99,956 thousand for employees. 

Hence no issue of stock grants for this year. (The forgoing proposals require to be further resolved at 

Shareholders’ Meeting.) 

(2). In accordance with Regulations Governing the Publication of Financial Forecasts of Public Companies, the 

Company is free from disclosure of prediction for 2014 financial situation. 

Hence not applicable. 

2. Employee bonuses and remuneration of Directors and Supervisors 

(1). Profits 

(2). In terms of employee bonuses and remuneration of Directors and Supervisors, in which the Board of 

Director resolved for the 2013 profit distribution on March18, 2014, were NT$ 99,956 thousand and 

NT$18,742, respectively. The proposed amount was in line with the amount of expense recognized in 

2013. If the amount did not match with the resolved amount at Shareholders’ Meeting, the difference shall 

be recognized as expenses in 2014.  

(3). Profits in last year 

a. The Company’s actual distribution for employee bonuses and remuneration of Directors and 

Supervisors of 2012 were NT91,881 thousand and NT$17,228 thousand, respectfully, which were 

in line with the proposed amount from the Board of Directors.  

b. The actual distribution for employee bonuses and remuneration of Directors and Supervisors of 

2012 was in line with the amount recognized in Financial Statements. 

3. Shareholders’ proposal rights at Shareholders’ Meeting this year 

(1). According to the No.1 of the Company Law, shareholders shall be entitled to propose written proposal for 

those who holds more than 1% of total issued shares. Each proposal shall be in 300 words or less, if not, 

the proposal may not be taken into discussion. Shareholders who propose at the Meeting shall attend the 

Meeting in person or by agent for further discussion. 

(2). Shareholders’ proposal for this Shareholders’ Meeting shall be turned in according to the following 

information: 

a. Period: March 28, 2014~April 7, 2014(17:00) 

b. Venue: Stockaffairs Office, Holy Stone Enterprise Co., Ltd. 

c. Address:  No.62, Sec. 2, Huanshan Rd., Neihu Dist., Taipei City 114, Taiwan (R.O.C.) 

d. Tel: +886-2-2627-0383 

The aforementioned period and venue has been announced on Market Observation Post System according 

to the relevant law. 

(3). The Company did not receive any of shareholders’ proposals during the aforementioned period. 


