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1. Letter to Shareholders

Dear Shareholders,

IL

Introduction

In the past year, the production capacity expanded by peer companies in the LED

industry remarkably caused the oversupply of LED in the world. Besides, given the

overall demand less than expectation in the market, the market competition became

more and more intensively and the price declined significantly. All of the Company’s

staff worked hard to cut the opeprating costs; however, it was still impossible for them

to remedy the loss caused by the price decline. As a result, the Company’s consolidated
net operating revenue (about NT$20.306 billion) declined by 19.64% from 2017, and
operating loss was about NT$679 million and net loss after tax was about NT$506

million.
2018 Business Report
A. Implementation results of the Group’s consolidated business plan
1. Net operating revenue
The net operating revenue was NT$20,306,412 thousand in 2018, and the
operating revenue was NT$25,270,616 thousand in 2017.
2. Net operating profit and loss
The net operating loss in 2018 was NT$678,843 thousand. The net profit in
2017 was NT$2,307,150 thousand.
3. Loss-current period

In 2018, in consideration of the poor demand for Mini LED and III-V
Semiconductor Foundry business invested by the Company resulting in the
declination of utilization rate and price, the Company’s capital expenditure was
NT$3,168,197 thousand, increased by NT$962,176 thousand from 2017, and
R&D expenses increased by NT$383,460 thousand from 2017. Meanwhile, due
to the increase in disposition of idle equipment and provision of impairment on
assets in 2018 from 2017, the Company generated the loss after tax,
NT$505,864 thousand.

B. Capital Structure Analysis & Profitability Analysis

Item (Consolidated Entities) 2018 2017

Capital Structure Debts Ratio (%) 18.86 20.90
Analysis Long-telim Fund to Property, Plant 239.01 235.40

and Equipment (%)

Return on Total Assets (%) (0.49) 2.78
Profitability Return on Equity (%) (0.97) 3.24
Analysis Net Margin (%) (2.49) 6.67

Basic Earnings Per Share (NTS$) 0.42) 1.55




III.

C. Research and Development

The Company continues to invest on Research and Development. In 2018, Research
and Development costs were about NTD $1.96 billion which focused on the
development of new products and enhancement of the value of existing products
and so on. Our above acts then achieved favorable results. Asides from winning the
2018 Taiwan Excellence Award from Ministry of Economic Affairs, the Company
has made a good progress in the patent acquirement such as the number of patent
certificates increased by 162 (2018) and the total number of patent certificates has
reached 4,049. The Company has earned recognition in implementation of corporate
social responsibility. In addition to “The British Standards Institution CSR
certification statement” issued to us, we also obtained the 2018 Taiwan Enterprise
Sustainability Report Award and BST Award.

Meanwhile, in response to market promotion of our VCSEL foundry service, and
there has been significant increase in sales of VCESL epitaxy wafer for datacom
application. Therefore, the Company set up the subsidiary, Unikon, in Oct., 2018 to
promote the related foundry business and R&D for the market of sensing and 5G
application this year.

The Company’s future development strategy, effect of external competition, legal
environment, overall business environment, and a summary of 2019 business plan
Prospecting the upcoming year of 2019 in the LED industry, the market is still over
supplied and competition is intense. However, due to global issues on energy-saving
and emphasis on environmental protection and the newly developed LED application,
the LED market has potential to continue to grow.

The Company was used to focusing on the development of the LED industry only. In
the future, the Company will keep developing the LED market and also apply its core
technology to the other III-V Semiconductor foundry business to enable the Company
to develop toward different fields. Meanwhile, the Company will engage in patent or
technology cooperation or strategic cooperation with the customers of the Company’s
product application to accelerate the virtual vertical integration of industries, expand
the product marketing channels and co-develop products & markets. In 2019, the
Company’s shipment of LED chips is expected to be 626,221 million pcs. The
Company will continue to launch new products, improve efficiency of resource
operations, increase the products’ additional value and optimize the product portfolio to
strive for more high quality orders, in hopes of turning from losses into profits this year.
In addition to focusing on the development of product & technology and maximization
of shareholders’ interest, the Company also fulfills its corporate social responsibility
actively, uses its best efforts to well found the corporate governance, and work with the
upstream and downstream dealers in the supply chain closely to upgrade the industry’s
social responsibility jointly.

I wish everyone good health and prosperity.

Chairman Biing-Jye Lee



2. An Introduction to EPISTAR

2.1 Date of Incorporation: September 19, 1996.
2.2 Company History

August 1996
September 1996
March 1997
June 1997

July 1997
October 1997
November 1997
March 1998
September 1998
December 1998
February 1999
May 1999

July 1999

March 2000
March 2000
June 2000

March 2001

May 2001
October 2001

October 2002

December 2002
July 2003

October 2003

Admitted to the Park by Science Park Steering Commission of
National Science Council.

Incorporated the Company and acquire the company license, with
registered capital, NT$320 million and paid-in capital, NT$220
million.

Rented the standard factory premises, and stationed in the Park.
Completed renovation of the factory premises and installation of
new equipment and commissioning of the existing systems.
Passed the pre-operational check and start the pilot production &
trial marketing.

Increased capital by NT$100 million to achieve the paid-in capital
amounting to NT$320 million.

Launched product and start mass production officially.

Added two units of standard factory premises.

Increased capital by NT$100 million to achieve the registered
capital, NT$520 million, and paid-in capital, NT$420 million.
Increased capital by NT$80 million to achieve the paid-in capital
amounting to NT$500 million.

Passed UL ISO 9002 certification.

Awarded the accreditation certificate by Chinese Taipei Electronic
Components Certification Board and identified as one of IEQC
qualified plants.

Acquired the land of Hsinchu Science Park Phase-3 Development
Project.

Recapitalized earnings and capital surplus to achieve paid-in
capital, NT$615 million.

Groundbreaking ceremony of the Phase-3 Development Project.
Passed UL ISO 9001 certification.

Increased capital by NT$150 million to achieve the registered
capital, NT$1.2 billion, and paid-in capital, NT$765 million.
Acquired occupation permit for the new factory built under
Phase-3 Development Project.

Officially trade stock on TWSE.

Awarded the Distinction Award in Technology Development of 9t
term.

Increased capital in cash by NT$115 million to achieve the
registered capital, NT$1.7 billion, and paid-in capital, NT$998.575
million.

Awarded the Innovative Product Award: High Intensity InGaN
LED by Hsinchu Science Park Bureau.

Recapitalized earnings, NT$195.318 million Paid-in capital
amounting to NT$1.193893 billion.

Merged Inforcomm Semiconductor Corporation Paid-in capital
amounting to NT$1.251366260 billion.



December 2003
April 2004

July 2004

September 2004
August 2005
October 2005
December 2005

January 2006

July 2006

October 2006

November 2006

March 2007

March 2007

October 2007
November 2007
September 2008

September 2009

November 2009
July 2010
January 2011

December 2012

Offered 1st overseas convertible corporate bonds amounting to
US$300 million.

Acquired the new Lixing 1st Rd. factory built under Phase-3
Development Project.

Succeed to shares of Itcompound Semiconductor Corporation by
offering new shares Paid-in capital amounting to NT$1.284962650
billion.

Recapitalized earnings amounting to NT$152.115920 million
Paid-in capital amounting to NT$1.437078570 billion.
Recapitalized earnings amounting to NT$255.561780 million
Paid-in capital amounting to NT$1.69264350 billion.

Passed the motion for merger of the Company with United Epitaxy
Company, Ltd. at the special shareholders’ meeting.

Merged United Epitaxy Company, Ltd. and set December 30, 2005
as the record date for merger.

Increased capital upon the merger & conversion of overseas
convertible bonds into common stock in Q4 of 2005, totaling
NT$1.609167270 billion to achieve the paid-in capital amounting
to NT$3.301807620 billion upon the capital increase.

Conversion of overseas corporate bonds into common stock,
conversion of employee stock warrants, and recapitalization of
earnings Paid-in capital amounting to NT$3.607220630 billion.
Offered 1st domestic unsecured convertible corporate bonds in the
amount of NT$2 billion.

Passed the motion for merger of the Company with Epitech
Technology Corporation and Highlink Technology Corporation at
the special shareholders’ meeting.

Merged Epitech Technology Corporation and Highlink Technology
Corporation, and set March 1, 2007 as the record date for merger.
Increased capital upon the merger by issuing new shares in the
amount of NT$1.479727911 billion Increase capital to achieve the
paid-in capital in the amount of NT$5.099411390 billion.

Offered 3rd domestic unsecured convertible corporate bonds in the
amount of NT$1.96560 billion.

Increased capital by NT$600 million to achieve the paid-in capital
in the amount of NT$6.139286320 billion.

Recapitalized the earnings in the amount of NT$124.048780
million Paid-in capital amounting to NT$6.330614550 billion.
Increased capital in cash by issuing the common stock totaling 135
million shares to participate in the offering of overseas depository
receipt, and to achieve the paid-in capital in the amount of
NT$7.681183150 billion.

Awarded the Industrial Excellence Award 2009 by Industrial
Development Bureau.

Succeeded shares of HUGA Optotech Inc. by offering new shares
Paid-in capital amounting to NT$8.474636260 billion.

Offered 3rd overseas unsecured convertible corporate bonds
amounting to US$280 million.

Swap shares by issuing new shares to acquire 100% of shares of
HUGA Optotech Inc. Paid-in capital amounting to
NT$9.176495760 billion.

-4-



August 2013

December 2014

February 2015

June 2015

May 2016

September 2016

May 2018

October 2018

Offer 4™ overseas convertible corporate bonds amounting to
US$250 million.

Swap shares by issuing new shares to acquire 100% of shares of
Formosa Epitaxy Incorporation Paid-in capital amounting to
NT$11.31787340 billion

Purchased 97.29% of shares of TSMC Solid State Lighting Ltd. in
cash to acquire the factory premises, facilities and production lines
which meet LED production requirements, and introduce
diversified human resource and information management system
Merged CHIP STAR Ltd. (formerly known as TSMC Solid State
Lighting Ltd.), and set June 29, 2015 as the record date for merger.
Sign the syndicated loan agreement effective for three years for
NT$4 billion and US$20 million with 7 financial organizations
including Land Bank of Taiwan.

Merged HUGA Optotech Inc. and Formosa Epitaxy
Incorporation, and set September 29, 2016 as the record date for
merger.

Ranked in the top 5% companies of the 4th term "Corporate
Governance Evaluation" of TWSE.

Established Unikorn Semiconductor Corporation, wholly owned
by the Company after the division on October 1, 2018, to launch
into the semiconductor foundry market and provide integrated
foundry services.



3. Corporate Governance Report

3.1 Organization
3.1.1 Organization Chart

Shareholders'
Meeting

Audit Committee
Chairman /
CS.0O Remuneration

Committee

Auditing Office

Corporate Governance
Committee

President

Intellectual Property Environmental Safety
& Legal Affairs Div. and Health Div.

Sales & Marketing

6 1 [ Center

Logistic Center —

| | Information Technology

B2 1 Center

Supporting Center ™

Production Finance & Accounting | |

R &D Center [ H Management Center Center

| Quality Assurance Human Resources
Center Center

3.1.2 Major Corporate Functions

Department

Functions

Chairman’s Office

In supervision of various business targets, development
roadmap, and the relevant matters about holding directors’
meetings.

President’s Office

Responsible for setting up company business strategies to
achieve the annual business goals expected by the Board of
Directors.

Corporate Governance

To promote corporate governance and to effectively unleash
the function of directors, to deepen the culture of corporate

Committee . oy ers
governance and corporate social responsibility, enhance the
quality of information disclosure and strengthen compliance
with relevant laws and regulations.

Audit Office Responsible for the inspection of and response to the

deficiencies in the internal control system, and provide
suggestions for corrections and produce follow-up reports on
a regular basis.

Intellectual Property
& Legal Affairs Div.

Responsible for the application for and maintenance of
patents and intellectual property rights internally and the
planning and implementation of relevant management system;
carry out drafting, review of all contracts internally and
externally, handle lawsuits, and provide legal consultation to
all staff of the Company.




Department

Functions

Sales & Marketing
Center

Responsible for product sale and customer service, and
preparation and documentation of specifications and product
catalogue available to the public, documentation of
information about new products for customers and peer
companies, collection and analysis of market and application
information, and assess the possibility of development.

Finance & Accounting
Center

Responsible for accounting, taxation, fund procurement,
credit control, budget control, preparation of financial
statements, and management of fixed assets and shareholders’
service.

Information
Technology Center

Responsible for systemization of various operational
processes, information security (IT) design and control,
establishment of network communication system, computer
hardware management and maintenance.

Human Resources
Center

Plan and execute suggestions and various functions about HR
strategies, organizational development and care for
employees, and responsible for enactment of ethical
management policy and prevention programs, supervise
execution, help the operations of Worker Welfare
Commission, and act as the unit dedicated to boosting
corporate social responsibility.

Production
Management Center

Responsible for the production planning, scheduling and
tracing, formulatioin and tracing of various production
indicators, assessment and analysis of upgrading production
and operational efficiency.

Quality Assurance
Center

Setting up quality goals in accordance with the Company’s
quality policy to promote various quality system operations.

Supporting Center

Responsible for maintenance and management of the routine
operation for rsvh factory’s FAB service system;carry out the
project plan for improvement and expansion of the plant for
each factory’s FAB service matters; plan and provide the
promotion and management of each factory’s administrative
affairs.

Research &
Development Center

Research of new products and technologies, and execution of
the new product and technology plans.

Logistics Center

Responsible for procurement of raw materials, spare parts,
machinery and equipment, and factory engineering; contract
awarding and invoicing, and procurement strategy planning,
and management of ppurchase requisitions and warehousing;
planning and implementation of imported/exported
equipment, raw materials, spare parts, finished goods and
semi-finished goods;bonded business control.

Environmental Safety
and Health Div.

Responsible for the operation and maintenance of
environmental protection (ISO 14001), safety, and health
system (OHSAS 18001) to enhance the performance of
environmental safety and health of all employees.




Department

Functions

BU1

Responsible for establishment of the standard operating
procedures for development and improvement, production
and mass production of epitaxy wafer structure of various
nitride products, upgrading of the output rate thereof, and
upgrading of production, engineering and process technology
of nitride chips, and quality control.

BU2

Responsible for establishment of the standard operating
procedures for development and improvement, production
and mass production of quaternary chips, upgrading of the
output rate thereof, and upgrading of production, engineering
and process technology of quaternary chips, and quality
control.

Cl1

Responsible for planning and implementation of chips mass
production.

G5

Responsible for planning and implementation of epitaxy
wafer and chips mass production.

CY

Responsible for planning and implementation of epitaxy
wafer and chips mass production.
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Directors’/Supervisors’ Professional Qualifications and Independence Analysis:

Meet the Following Professional Qualification

Requirements, Together with at Least Five Criteria (Note 1)

Years Work Experience

An Instructor | A Judge, Have Work

or Higher Public Experience

Position in a Prosecutor, in the Area

Department Attorney, of

of Certified Commerce,

Commerce, Public Law,

Law, Accountant, Finance, or Number of

Finance, or Accounting, Other

Accounting, Other or Otherwise Taiwanese

or Other Professional Necessary Public

Academic or Technical for the Companies
Criteria/Name | Department Specialists Business of Concurrently

Related to ‘Who Has the Company 1 2 3 4 5 6 7 8 9110 Serving as an

the Business | Passed a Independent

Needs of the | National Director

Company in Examination

a Public or and Been

Private Awarded a

Junior Certificate in

College, a Profession

College or Necessary for

University the Business

of the
Company

Biing-Jye Lee v vVivivIivIiIVvI|IVvI|IVv |V -
Chib-Yuan v viviviviviviv]iv]v -
Chen
Huei-Chen Fu v AR AR AR VIV |V -
Shan-Chich v viviviviviviv|v]|v -
Chien
Nan Yang Wu v v vVivivIivIiv v v -
Ming-Jiunn v viviviviviviv]|v -
Jou
oret-Min v VIvIivivIvIivivIiv|iviv] 2
Sheng
\ong-Shang v viviviviviv|viv|iv]|v -
Chi-Yen Liang v VI VI IiVvIVIVIVI|IVIVIVIV 1

Note: Directors/supervisors, during the two years before being elected and during the term of office, meet any of the following situations,

please tick the appropriate corresponding boxes:

1. Not an employee of the company or any of its affiliates;

2.

8.

9.

Not a director or supervisor of the company or any of its affiliates. The same does not apply, however, in cases where the person is
an independent director of the company, its parent company, or any subsidiary, as appointed in accordance with the laws of Taiwan
or with the laws of the country of the parent company or subsidiary;

Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by the
person under others’ names, in an aggregate amount of one percent or more of the total number of issued shares of the company or
ranks as one of its top ten shareholders;

Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of the above
persons in the preceding three subparagraphs;

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

Not a director, supervisor, officer, or shareholder holding five percent or more of the shares of a specified company or institution
that has a financial or business relationship with the company;

Not a professional individual who, or an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership,
company, or institution that, provides commercial, legal, financial, accounting services or consultation to the company or to any
affiliate of the company, or a spouse thereof, provided that this restriction does not apply to any member of the Remuneration
Committee who exercises powers pursuant to Article 7 of the “Regulations Governing the Establishment and Exercise of Powers of
Remuneration Committees of Companies whose Stock is Listed on the TWSE or Traded on the TPEX”;

Not having a marital relationship, or a relative within the second degree of kinship to any other director of the company;

Not been a person of any conditions defined in Article 30 of the Company Law;

10. Not a governmental, juridical person or its representative as defined in Article 27 of the Company Law.
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Board diversity policy (directive) and status of implementation thereof

The

Company’s Board of Directors of 9™ term consists of 9 directors, including 3 independent

directors. There are no directors who are spouses or relatives within the second degree of
kinship with each other.

1. The board members are all nationals of the R.O.C..

2. The directors who are also employees of the Company account for 22%, independent
directors 33%, and female directors 11%.

3. Three independent directors hold the position for 6 years averagely, provided that they do
not hold the position for more than 9 years consecutively.

4. Four directors are at the age of 51~60 years old, and 5 directors are at the age of 61~70
years old.

5. Mr. Biing-Jye Lee serves as the CSO of the Company. Notwithstanding, none of the other
directors hold any position in the Company concurrently. Therefore, the requirement that
directors who hold the postion as manager of the Company shall be no more than
one-third of the whole directors is satisified.

6. All of the Board members possess the knowledge, skills, literacy, and abundant
experience and expertise in finance, commerce and management required to perform their
jobs. All of the independent directors may exercise their powers objectively and satisfy
the conditions about independence and qualifications required by laws:

Title Name condition |- le/female 1 2 3 4 5 6 7 8
Chairman Biing-Jye Lee male v v v v v v v
Director Chih-Yuan Chen male v v v v v v v v
Director Huei-Chen Fu female v v

Director Shan-Chieh Chien male v v v v v v v v
Director Nan Yang Wu male v v v v

Director Ming-Jiunn Jou male v v v v v v v v
Independent Director Wei-Min Sheng male v v v v v
Independent Director Feng-Shang Wu male v v v v v v v v
Independent Director Chi-Yen Liang male v v v v v v v v

Note: meet any of the following situations, please tick the appropriate corresponding boxes:

1. Ability to make operational judgments.

Ability to perform accounting and financial analysis.
Ability to conduct management administration.
Ability to conduct crisis management.

Knowledge of the industry.

An international market perspective.

Ability to lead.

Ability to make policy decisions.

PNANR LD
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Successor cultivation planning for key management

With the support from shareholders and Board of Directors, the successor cultivation planning
for professional managers or administrators requires not only outstanding ability but also the
value satisfying the Company’s requirement, in addition to such personal characters as honest,
integrity, commitment, innovation, and ability to win customers’ trust.

Epistar 1.0 has appointed two presidents. For the former one decade, the president was acted
by the current Chairman of Board, Dr. Biing-Jye Lee. For the latter one decade, the president
was acted by Ming-Jiunn Jou, who was responsible for the Company’s operations. The
president of Epistar 2.0 is Mr. Chin-Yung Fan instead. Mr. Chin-Yung Fan acted as the vice
president of Operation and Marketing Center of Epistar, who has worked in Epistar for more
than 2 decades and held the positions as supervisor of the Company’s AlGalnP and Nitride
business units, quality control and marketing business and, therefore, has held very abundant
and complete work experience. He is one of the senior management trained by the Company
permanently. With his outstanding leadership, he will play a very important role in Epistar 2.0
responsible for managing the Company and leading the development of LED and
long-wavelength laser epi and chip businesss, achieve a seamless takeover, open a new world
for Epistar and make the Company’s performance hit record again.

Dr. Ming-Jiunn Jou was one of Epistar’s founders. However, due to family factors, he already
applied for retirement in April 2019 with the Board of Directors. Therefore, in the name list of
candidates for director of 10™ term nominated by the Board of Directors this year, Mr.
Chin-Yung Fan has already been nominated as one of the candidates.
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3.2.4 Comparison of Remuneration for Directors, Supervisors, President and Vice Presidents
in the Most Recent Two Fiscal Years and Remuneration Policy for Directors,
Supervisors, President and Vice Presidents

1. Remuneration Paid to Directors

The motion for remuneration to directors was proposed by Remuneration
Commission and submitted to the Board of Directors for resolution. The
remuneration to directors was allocated by the Board of Directors based on the
percentage defined in the Articles of Incorporation (i.e. 2% of the earnings of the
given year), and subject to approval by a majority of the directors present at a board
of directors meeting attended by two-thirds of the whole directors, and was reported
to the shareholders’ meeting. The remuneration to the other directors refers to such
fixed remuneration as transportation allowance and attendance fees, while no other
floating remuneration was allocated.

In order to upgrade the profoundity of the Company’s corporate governance, the
Company assigned the corporate governance unit, which will establish the
regulations governing evaluation on performance of the Board of Directors and
various functional committees this year, in order to conduct self-assessment or peer
review on the Board of Directors, individual directors or functional committees each
year and take the performance evaluation result into account when determining
payable remuneration.

2. Remuneration Paid to President and Vice President
The motion for remuneration to presidents and vice presidents, including salary, bonus
and employee remuneration, et al., was handled in accordance with the Company’s
personnel regulations and proposed by Remuneration Committee and submitted to
the Board of Directors for resolution. The remuneration to employees was allocated
by the Board of Directors based on the percentage defined in the Articles of
Incorporation (i.e. 10%~20% of the earnings of the given year, based on 15% for the
time being.), and subject to approval by a majority of the directors present at a board
of directors meeting attended by two-thirds of the whole directors, and was reported
to the shareholders’ meeting. The treasury stock transferred to employees in the year,
if any, was allocated and transferred in accordance with the “Regulations Governing
Repurchase and Transfer of Shares to Employees” passed by the Board of Directors.
Notwithstanding, with respect to the part involving managers, it is necessary for the
Remueration Committee to pose suggestions and have the suggestions discussed and
authorized by the Board of Directors.

The “annual profit” means the current year pre-tax profit (excluding other benefits or

losses, such as the put option right, the call option rights, the conversion rights and the

redeem of overseas convertible bonds) before the deduction of the staff remuneration

and director remuneration.

The ratio of total remuneration paid by the Company and by all companies included in the
consolidated financial statements for the two most recent fiscal years to directors, President
Titl and vice presidents of the Company, to the net loss & Profit.
itle 2017 2018
From EPISTAR From All Consolidated | ) pprgTAR From All Consolidated
Entities Entities
Directors 2.69 2.69 (0.59) (0.59)
President and Vice
. 5.29 5.40 19.85 20.45

President ( ) ( )

Note: (1) The net operating Profit after tax, NT$1,649,913 thousand, identified in the individual financial statement 2017. (2) The
net operating Loss after tax, NT$456,146 thousand, identified in the individual financial statement 2018.
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3.3 Implementation of Corporate Governance
3.3.1 Board of Directors Meeting Status

A total of 6 (A) meetings of the Board of Directors were held in 2018. The directors’
attendance status is as follows.

Attend . Attendance
Title Name Pen an(c;)m By Proxy | Rate (%) Remarks
erson [B/A]
Chairman Biing-Jye Lee 6 0 100.0%
. Fon Tain Belon Co., Ltd.
Director Rep: Chih-Yuan Chen 6 0 100.0%
. Everlight Electronics Co., Ltd. Discharged on
Director Rep: Yin-Fu Yeh 0 ! 0-0%]| May 2, 2018
. Everlight Electronics Co., Ltd. Re-appointed on
Director Rep: Huei-Chen Fu 4 ! 80.0% May 2, 2018
. United Microelectronics Corp.
Director Rep: Shan-Chich Chien 6 0 100.0%
. Yi Te Optoelectronics Co., Ltd.
Director Rep: Nan Yang Wu 5 1 83.3%
Director Ming-Jiunn Jou 6 0 100.0%
Independent | wei \in Sheng 5 1 83.3%
director
Independent | g0 Ghang Wu 6 o  100.0%
director
Independent | i v 1 jang 6 o 100.0%
director

Note: [Total actual attendance rates/total attendance rates to be fulfilled] of all directors attained 92.6% in 2018.

2018 Independent Directors' Attendance Status:

V: In person o: By proxy X: Absence

2018 March 15 May 3 June 25 August 13 November 12 December 13
Wei-Min Sheng \Y \ \4 \ \ o
Feng-Shang Wu \ \ \4 )\ \ \
Chi-Yen Liang )\ \ \4 \ \ \

Other special disclosure:

1. Where the Board of Directors’ operation meets any of the following circumstances, please clearly state the
directors’ meeting date, term, contents of motions and resolution thereof, opinions of all independent
directors and the Company’s handling of said opinions:

(1) Securities and Exchange Act §14-3 resolutions:

Yang Wu and
Shan-Chieh Chien
non-competition

The
Term/___st/nd/rd/th Company’s
- . Independent handling of .
time Contents of motion . s .. . Resolution
director’s opinion | independent
Date . s
director’s
opinion
9-11 To release the Directors | None. N/A In relation to the
2018.03.15 Ming-Jiunn Jou, Nan individual’s interest

conflicts, each of the
directors
temporarily left and

-28-




The

Term/___st/nd/rd/th Company S
; . Independent handling of .
time Contents of motion . Rt L. . Resolution
Date director’s opinion erpend?nt
director’s
opinion
restrictions. avoided each other,
and did not
participate in the
discussion and
voting. The other
directors had no
objection to the
approval and the
shareholders’
meeting passed the
proposal on June 21,
2018.
9-11 Capital injection by None. N/A Approved as
2018.03.15 issuance of 165 million proposed and re-
shares of common proposing.
stocks through private
placement has been
terminated before the
expiry date on 21 June
2017.
9-12 The issuance of new None. N/A The motion was
2018.05.03 common shares for cash approved, and
to sponsor issuance of submitted to the
the global depository general
receipt and/or issuance shareholders’
of new common shares meeting for
for cash in private discussion on June
placement. 21,2018 and had
been terminated by
the resolution of the
Board of directors
meeting on 14
March 2019, due to
lack of qualified
strategic investor
can be found before
the expiry date on
21 June 2018.
9-12 Endorsement of Episky |None. N/A It was approved and
2018.05.03 Corporation (Xiamen) as per the resolution
Ltd. and Jiangsu was executed.
Canyang
Optoelectronics Ltd.
9-13 EPISTAR Board of None. N/A It was approved and
2018.06.25 Directors resolved to as per the resolution

spin-off and transferred
its existing
Semiconductor Foundry
business to a newly
established and 100%
owned subsidiary.

was executed.
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The

Term/___st/nd/rd/th Company S
; . Independent handling of .
time Contents of motion . Rt L. . Resolution
Date director’s opinion erpend?nt
director’s
opinion
9-14 Evaluate the None. N/A As the case involved
2018.08.13 independence, the CPA’s conflict of
eligibility, and contents interest, Ya-Huei
of service and Cheng and Wilson
remuneration 2018 Wang, CPAs left the
about appointment of meeting temporarily
Ya-Huei Cheng and to rescue himself
Chih-Cheng. Hsieh, from the discussion.
CPAs. The motion was
approved ultimately.
9-14 Endorsement of Episky [None. N/A It was approved and
2018.08.13 Corporation (Xiamen) as per the resolution
Ltd. was executed.
9-14 The total amount of the |None. N/A It was approved and
2018.08.13 company's fund which as per the resolution
lending to subsidiary was executed.
Episky Corporation
(Xiamen) Ltd.shall not
exceed RMB$200
million in total (or the
equivalent amount in
RMB).
9-14 The total amount of the | None. N/A It was approved and
2018.08.13 company's fund which as per the resolution
lending to subsidiary was executed.
Jiangsu Canyang
Optoelectronics Ltd.
shall not exceed
RMB$100 million in
total (or the equivalent
amount in RMB).
9-14 Motion for allocation of | As Director As Director | The general
2018.08.13 2017 remuneration to Wei-Min Sheng, | Wei-Min directors and
the Company’s Director Sheng, independent
directors. Feng-Shang Wu | Director directors have
and Director Feng-Shang |successively recused
Chi-Yen Liang Wu and themselves from
had conflict of Director discussion and
interest with each [ Chi-Yen voting for conflict of
other, all of them |Liang interest. The motion
recused recused was approved by the
themselves from |themselves present directors and
the discussion from the independent
and voting. The  [discussion directors in turn.
motion was and voting
submitted to the |about the
Board of motion for
Directors for remuneration
discussion and to them.

resolution.
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The

Term/___st/nd/rd/th Company S
time Contents of motion . Inde;:ende.nt. .handhng of Resolution
Date director’s opinion erpend?nt
director’s
opinion
9-14 Motion for As Director As Director | The general
2018.08.13 remuneration to the Wei-Min Sheng, [Wei-Min directors and
Company’s directors Director Sheng, independent
Feng-Shang Wu | Director directors have
and Director Feng-Shang |successively recused
Chi-Yen Liang Wu and themselves from
had conflict of Director discussion and
interest with each |Chi-Yen voting for conflict of
other, all of them |Liang interest. The motion
recused recused was approved by the
themselves from |themselves present directors and
the discussion from the independent
and voting. The  [discussion directors in turn.
motion was and voting
submitted to the | about the
Board of motion for
Directors for remuneration
discussion and to them.
resolution.
9-14 Allocation of 2017 None. N/A The employee
2018.08.13 employee remuneration remuneration to be
to managers and/or allocated to the
directors who were also director who was
employees. also an employee,
Mr. Biing-Jye Lee,
was approved by the
7 present directors
(the proxy, Director
Huei-Chen Fu, was
excluded from
exercise of the
voting right). The
employee
remuneration to be
allocated to the
director who was
also an employee,
Mr. Ming-Jiunn Jou,
was approved by the
8 present directors.
The remaining
employee
remuneration to be
allocated to
managers was
approved by the
whole present
directors
unanimously.
9-16 Amendments to None. N/A It was approved and
2018.12.13 “Statement of as per the resolution

Declaration on Internal
Control” in part.

was executed.
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(2) There were no other written or otherwise recorded resolutions on which an independent director had a
dissenting opinion or qualified opinion in 2018.

Recusals of Directors due to conflicts of interests in 2018:

Term/___st/nd/rd/th

Persons recusing

managers and/or directors
who were also employees.

right represented
by him; two
independent
directors,
including Mr.
Ming-Jiunn Jou.

time Contents of motion Status
themselves
Date
9-11 To release the Directors Three directors, |In relation to the individual’s interest
2018.03.15 Ming-Jiunn Jou, Nan Ming-Jiunn Jou, conflicts, each of the directors
Yang Wu and Shan-Chieh | Nan Yang Wu and | temporarily left and avoided each
Chien from the Shan-Chieh Chien | other, and did not participate in the
non-competition discussion and voting. The other
restrictions. directors had no objection to the
approval and the shareholders’
meeting passed the proposal on June
21, 2018.
9-14 Motion for allocation of | Three independent | The general directors and
2018.08.13 2017 remuneration to the |directors, independent directors have
Company’s directors. including successively recused themselves from
Wei-Min Sheng, |discussion and voting for conflict of
Feng-Shang Wu | interest. The motion was approved by
and Chi-Yen the present directors and independent
Liang directors in turn.
9-14 Motion for remuneration | Three independent | For the remuneration to independent
2018.08.13 to the Company’s directors, directors, the directors, other than
directors including Director Wei-Min Sheng, Director
Wei-Min Sheng, [Feng-Shang Wu and Director
Feng-Shang Wu | Chi-Yen Liang, who left the meeting
and Chi-Yen temporarily and recused themselves
Liang from the discussion and voting for
conflict of interest, approved the
motion unanimously.
9-14 Allocation of 2017 Mr Biing-Jye Lee |The employee remuneration to be
2018.08.13 employee remuneration to | and the voting allocated to the director who was also

an employee, Mr. Biing-Jye Lee, was
approved by the 7 present directors
(the proxy, Director Huei-Chen Fu,
was excluded from exercise of the
voting right). The employee
remuneration to be allocated to the
director who was also an employee,
Mr. Ming-Jiunn Jou, we approved by
the 8 present directors. The remaining
employee remuneration to be
allocated to managers were approved
by the whole present directors
unanimously.

Measures taken to strengthen the functionality of the Board:
The Company has set up the Audit Committee and Remuneration Committee, each consisting of 3
independent directors. Both committees’ chairpersons would report the committees’ activities and actions to
the Board of Directors periodically. The external auditors would be invited to attend all meetings called by
the Board of Directors, and the Company would communicate with the external auditors about the audit on
the quarterly financial reports or audit results and other requirements under the related laws and regulations
to seek the external auditor’s comments.
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3.3.2 Audit Committee Meeting Status
A total of 6 (A) Audit Committee meetings were held in 2018. The independent
directors’ attendance status is as follows.

Title Name Ag:?;(liln(cg )m By Proxy Azzyr;d?%c/zliate Remarks
Independent Director Wei-Min Sheng 5 1 83.3%| Chair
Independent Director Feng-Shang Wu 6 0 100.0%
Independent Director Chi-Yen Liang 6 0 100.0%

Other special disclosure:

1.

(1) Audit on financial statements and accounting policy and procedure
(2) Effective implementation of internal control system and related policies and procedures
(3) Material assets or derivatives trading

(4) Significant lending and endorsement/guarantee
(5) Placement or offering of securities

(6) Matters involving directors’ proviate interest
(7) Compliance with related laws and regulations, and control over the Company’s existing or potential

risks

The motions subject to review by Audit Committee and 2018 missions primarily include the following:

(8) CPA’s qualifications, independence, appointment, dismissal or remuneration
(9) Appointment and dismissal of financial, accounting or internal audit officers

Where the Audit Committee’s operation meets any of the following circumstances, please clearly state the

directors’ meeting date, term, contents of motions and resolution of the Audit Committee, and the
Company’s handling of the Audit Committee’s opinions:

(1) Resolutions related to Securities and Exchange Act §14-5:

Term/___st/nd/rd/th Resolution of |  the Company’s (the board of
time Contents of motion Audit directors’) handling of Audit
Date Committee Committee’s opinion
2-12 Preparation of 2017 Financial |The motion |The motion was approved by all

2018.03.15 Report. was approved | present directors unanimously,
unanimously. |and submitted to the general
shareholders’ meeting for
discussion on June 21, 2018.
2-12 To release the Directors The motion | The motion was approved by all
2018.03.15 Ming-Jiunn Jou and Nan Yang |was approved | present directors unanimously,
Wu from the non-competition [unanimously. |and submitted to the general
restrictions. shareholders’ meeting for
discussion on June 21, 2018.
2-12 Capital injection by issuance of [ The motion | The motion was unanimously
2018.03.15 165 million shares of common |was approved | agreed and executed by all
stocks through private unanimously. |present directors.
placement has been terminated
before the expiry date at 21
June 2017.
2-12 Endorsement of Episky The motion | The motion was unanimously
2018.03.15 Corporation (Xiamen) Ltd. and | was approved | agreed and executed by all
Jiangsu Canyang unanimously. |present directors.
Optoelectronics Ltd.
2-13 The issuance of new common |The motion | The motion was approved, and
2018.05.03 shares for cash to sponsor was approved | submitted to the general
issuance of the global unanimously. |shareholders’ meeting for
depository receipt and/or discussion on June 21, 2018.
issuance of new common
shares for cash in private
placement.
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Term/___st/nd/rd/th Resolution of |  the Company’s (the board of
time Contents of motion Audit directors’) handling of Audit
Date Committee Committee’s opinion
2-13 Endorsement of Episky The motion | The motion was unanimously

2018.05.03 Corporation (Xiamen) Ltd. and | was approved | agreed and executed by all
Jiangsu Canyang unanimously. |present directors.
Optoelectronics Ltd.
2-14 III-V Semiconductor Foundry |The motion |The motion was unanimously
2018.06.25 business split resolution. was approved | agreed and executed by all
unanimously. |present directors.
2-14 Endorsement of Episky The motion | The motion was unanimously
2018.06.25 Corporation (Xiamen) Ltd. and | was approved | agreed and executed by all
Jiangsu Canyang unanimously. |present directors.
Optoelectronics Ltd.
2-15 Prepare the 2018 semi-annual |The motion |The motion was unanimously
2018.08.13 Financial Report. was approved | agreed and executed by all
unanimously. |present directors.
2-15 Evaluate the independence, The motion As the case involved the CPA’s
2018.08.13 eligibility, and contents of was approved | conflict of interest, Ya-Huei
service and remuneration 2018 |unanimously. [Cheng, CPA left the meeting
about appointment of Ya-Huei temporarily to rescue himself
Cheng and Chih-Cheng.Hsieh, from the discussion. The motion
CPAs. was approved by all present
directors ultimately.
2-15 Endorsement of Episky The motion | The motion was unanimously
2018.08.13 Corporation (Xiamen) Ltd. was approved | agreed and executed by all
unanimously. |present directors.
2-15 Approved the total amount of |The motion | The motion was unanimously
2018.08.13 the Company's fund which was | was approved | agreed and executed by all
lent to subsidiary Episky unanimously. |present directors.
Corporation (Xiamen) Ltd.
shall not exceed RMB$200
million in total (or the
equivalent amount in USD)
2-15 Approved the total amount of |The motion | The motion was unanimously
2018.08.13 the Company's fund which was | was approved | agreed and executed by all
lent to subsidiary Jiangsu unanimously. |present directors.
Canyang Optoelectronics Ltd.
shall not exceed RMB$100
million in total (or the
equivalent amount in USD)
2-17 Amendments to “Statement of |The motion |The motion was unanimously
2018.12.13 Declaration on Internal was approved | agreed and executed by all
Control” in part. unanimously. |present directors.

(2) There were no other resolutions that were not approved by the Audit Committee but were approved by
two thirds or more of all directors in 2018.

There were no recusals of independent directors due to conflicts of interests in 2018.

Descriptions of the communications between the independent directors, the internal auditors, and the
independent auditors in 2018:

(1) Mode of communication
A.The Company’s internal audit officer would report the audit affairs to independent directors at the
Audit Committee meeting periodically, and communicate with the committee members about the

audit results and status of his follow-up report.

B. The Company’s external auditor would report to independent directors on the result of review or
audit on the financial statements of the Company and its domestic/foreign subsidiaries and status of

audit on internal control at the Audit Committee’s quarterly meeting.
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(2) Summary of the communication between independent directors and internal audit officer
The Company’s independent directors had fair communication about status and result of the audit
affairs. The communication in 2018 was outlined as following:

Date Points of communication Communication
result
2018.03.15 | 1. Internal audit report of Q4 in 2017 None
2. “Statement of Declaration on Internal Control System” 2017
2018.05.03 | Internal audit report of Q1 in 2018 None
2018.08.13 | Internal audit report of Q2 in 2018 None
2018.11.12 | 1. Internal audit report of Q3 in 2018 None
2. Audit plan in 2019
2018.12.13 | Amendments to “Statement of Declaration on Internal Control None
System” in part.

(3) Summary of the communication between independent directors and the external auditor
The Company’s independent directors had fair communication with the external auditor. The
communication in 2018 was outlined as following:

Date Points of communication Communication result
2018.03.15 1. The report on the audit result of the Company’s | The financial statements
consolidated and individual financial statements and | have been passed by the
audit on internal control in 2017. Audit Committee,
2. Overview of the new external auditor’s report and | submitted to the Board
notes to key audit matter (KAM). of Directors for
3. Communication with the corporate governance unit. approval, and made
4. CPA responds and explains the problems of the audit | public as scheduled and
committee. reported to the
5. External auditor’s independence. competent authority.
2018.05.03 1. The report on the audit result of the Company’s | The financial statements
consolidated financial statements and audit on | have been passed by the
internal control of Q1 in 2018. Audit Committee,
2. Overview of the new external auditor’s report and | submitted to the Board
notes to key audit matter (KAM). of Directors for
3. Communication with the corporate governance unit at | approval, and made
the stage of completion. public as scheduled and
4. CPA responds and explains the problems of the audit | reported to the
committee. competent authority.
5. External auditor’s independence.
2018.06.25 Invite the external auditor and CPA to attend the meeting | Explain in terms of the
and give the suggestion. taxation on patent &
technology transfer.
2018.08.13 1. The report on the audit result of the Company’s | The financial statements
consolidated a financial statements and audit on | have been passed by the
internal control of Q2 in 2018. Audit Committee,
2. Overview of the new external auditor’s report and | submitted to the Board
notes to key audit matter (KAM). of Directors for
3. Communication with the corporate governance unit. approval, and made
4. CPA responds and explains the problems of the audit | public as scheduled and
committee. reported to the
5. External auditor’s independence. competent authority.

-35-




Date

Points of communication

Communication result

2018.11.12 1. The report on the audit result of the Company’s | The financial statements
consolidated a financial statements and audit on | have been passed by the
internal control of Q3 in 2018. Audit Committee,

2. Overview of the new external auditor’s report and | submitted to the Board
notes to key audit matter (KAM). of Directors for
3. Communication with the corporate governance unit. approval, and made
4. CPA responds and explains the problems of the audit | public as scheduled and
committee. reported to the
5. External auditor’s independence. competent authority.
2018.12.13 Amendments to “Statement of Declaration on Internal | Already passed by the

Control System” in part.

Audit Committee and
submitted to the Board
of Directors for
approval.
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3.3.4 Remuneration Committee

3.3.4.1 Remuneration Committee Members’ Professional Qualifications and Independent
Analysis
According to the relevant requirements set by Taiwan’s Securities and Futures
Bureau, the professional qualifications and independence status of the Company’s
Remuneration Committee members are listed in the table below.

Name or Other or Technical [the Business
Title/Criteria | Academic Specialists  |of the

Meet the Following Professional Number of
Qualification Requirements, Together with Criteria (Note) Other

at Least Five Years Work Experience Taiwanese
An Instructor A Judge, Have Work Public

or Higher Public Experience in Companies
Position in a |Prosecutor, [the Area of Concurrently
Department [Attorney, Commerce, Serving as a
of Certified Law, Remuneration
Commerce, |Public Finance, or Committee
Law, Accountant, |Accounting, Member in
Finance, or Other or Otherwise Taiwan

Accounting, |Professional [Necessary for

Department (Who Has Company 1 2 3 4 5 6 7 8
Related to Passed a

the Business |National
Needs of Examination
the Company |and Been

in a Public or |Awarded a

Private Certificate in
Junior a Profession
College, Necessary for

College or  [the Business
University  |of the
Company

Feng-Shang Wu
Independent v VIV IvI IVvIvV IV I IV |V 0

Director

Wei-Min Sheng
Independent v VIV IvVvIVIVIV IV IV 2

Director

Chi-Yen Liang
Independent v VIV IvVvIVIV IV IV IV 2

Director

Note: Remuneration Committee Members, during the two years before being elected or during the term of office, meet any of the
following situations, please tick the appropriate corresponding boxes:

1.
2.

Not an employee of the company or any of its affiliates;

Not a director or supervisor of the company or any of its affiliates. The same does not apply, however, in cases where
the person is an independent director of the company, its parent company, or any subsidiary, as appointed in
accordance with the laws of Taiwan or with the laws of the country of the parent company or subsidiary;

Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or
held by the person under others’ names, in an aggregate amount of one percent or more of the total number of issued
shares of the company or ranks as one of its top ten shareholders;

Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any
of the above persons in the preceding three subparagraphs;

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

Not a director, supervisor, officer, or shareholder holding five percent or more of the shares of a specified company or
institution that has a financial or business relationship with the company;

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

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

-42-



3.3.4.2 Remuneration Committee Meeting Status
(1) The Company’s Remuneration Committee consists of 3 members for the time being,
who are all independent directors.
(2) The current members shall hold the position from June 23, 2016 until June 16, 2019
(same as the Board of Directors of gth term). In 2018, the Remuneration Committee
has held 3 (A) meetings. The members’ attendance is stated as following:

. Attendance in Attendance Rate
Title Name Person (B) By Proxy in Person (%) Note
(B/A)
Chair Feng-Shang Wu 3 0 100.0%
Member Wei-Min Sheng 2 1 66.7%
Member Chi-Yen Liang 3 0 100.0%
(3) Important resolutions and status thereof
the Company’s
Term/___st/nd/rd/th Independent handling of
time Contents of motion director’s independent
Date opinion director’s
opinion
3-7 Motion for proportion of allocation of Approved by the | Approved by
2018.03.15 remuneration to directors and employees in | whole members | the Board of
2018. [2% for remuneration to directors; unanimously. Directors.
15% for remuneration to employees ]
3-8 ® Allocation of remuneration to directors Approved by the | Approved by
2018.08.13 in 2017. whole members |the Board of
® Salary and remuneration to directors. unanimously. Directors.
® Suggestion on calculation of salary
payable to President Chin-Yung Fan.
® Suggestion on salary and remuneration to
the promoted manager, Wei-Shih.
® Allocation of 2017 employee
remuneration to managers and/or
directors who were also employees.
3-9 Suggestions on raise and reward policy for Approved by the | Approved by
2018.12.13 managers in 2019. whole members | the Board of
unanimously. Directors.
Annotation :

® There was no recommendation of the Remuneration Committee that was not adopted or was
modified by the Board of Directors.
® There were no written or otherwise recorded resolutions on which a member of the Remuneration
Committee had a dissenting opinion or qualified opinion.
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3.3.8.3 Status of liability insurance maintained by EPISTAR for its directors and officers

Objects Company Amount Duration
All Directors Insurance Company of North US$15,000,000 | August 25, 2017 ~ August
America, Taiwan Branch 25,2018
All Directors Insurance Company of North US$15,000,000 | August 25, 2018 ~ August
America, Taiwan Branch 25,2019

Note: The motion for the insured value, coverage, and premium of the renewed directors’/supervisors’ liability
insurance was submitted to the Board of Directors on November 12, 2018.

3.3.9 Implementation of Internal Control System

3.3.9.1 Statement of Declaration on Internal Control System: See Appendix 1.1 (Page 158).

3.3.9.2 Where a CPA has been hired to carry out a special audit on the internal control system,
furnish the CPA audit report: None.

3.3.10 For the most recent fiscal year or during the current fiscal year up to the date of printing of

the annual report, disclose any sanctions imposed in accordance with the law upon the
Company or its internal personnel. Sanctions imposed by the Company upon its internal
personnel for violations of internal control system provisions, principal deficiencies, and the
state of any efforts to make improvements:
The Board of Directors resolved on November 12, 2018 to repurchase the treasury stock and
transfer the same to employees. The buyback period started from November 13, 2018 to
January 12, 2019. However, because the personnel dedicated to order placement wasn’t
familiar with the operation and operated negligently, the order was placed in the stock
exchange by 9:00AM on November 16, 2018 and, therefore, breached Article 28-2 of the
Securities and Exchange Act. As a result, the Company was fined NT$240,000 by Securities
and Futures Bureau of FSC. Notwithstanding, the Company bought back the treasury stock
only in order to transfer the stock to employees, so as to maintain the shareholders’ interest
and right and retain talents for the Company, and definitely had no intent to manipulate or
attempt to affect the stock price.

3.3.11 Major Decisions of Shareholders’ Meeting and Board Meetings
During the 2017 calendar year or during the current fiscal year up to the date of printing of
the annual report, major resolutions approved at Shareholder’ Meeting and Board meetings
and implementation thereof are summarized below:

3.3.11.1 Shareholder’ Meeting

(1)Approved the 2017 Business Report and Financial Statements.
The Group’s consolidated operating revenue was NT$25,270,616 thousand, net
operating profit NT$2,307,150 thousand, and Net profit after tax of NT$1,686,213
thousand in 2017. The profit was NT$ 1.55 per share.

(2) Ratification of the motion for allocation of 2017 earnings
In 2017, the entity’s net profit after tax was NT$1,649,913 thousand, and legal
reserve, NT$161,423 thousand, and special reserve, NT$703,607 thousand, were
provided. The cash bonus, NT$749,196 thousand, was allocated at NT$0.6881559
per share.

(3) Ratification of the allocation of capital surplus to shareholders in cash
The capital surplus at NT$0.1118441 per share, plus the interest on earnings at
NTS$0.6881559 per share, is scheduled to be allocated at NT$0.8 per share.

(4)Approved the issuance of new common shares for cash to sponsor issuance of the
global depositary receipt and/or issuance of new common shares for cash in private
placement.
Approved the issuance of no more than 160 million common shares, provided that the
motion have not yet been executed as no investors were found before the date of
publication of the annual report.

(5)Approved of releasing the newly elected directors from the non-competition
restrictions.
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Name Positions in Other Companies

Engage business

Ming-Jiunn Jou

The director of GaN Ventures
Co., Limited

Investment & sales of electronic
components.

The Chairman of GV
Semiconductor Inc.

Research and design of
Semiconductors and seller of
technology components

Nan-Yang Wu The director of GaN Ventures | Investment & sales of electronic
(Yi Te Optoelectronics Co., Limited components.
Co., Ltd. Rep) The director of GV Research and design of

Semiconductor Inc.

Semiconductors and seller of
technology components.

The director of APT
Electronics Co Ltd.

R&D, production, sales of Light
emitting diode (LED) and
Lighting system.

Shan-Chieh Chien
(United Microelectronics
Corp. Rep)

The director and General
Manager of UMC

IC OEM/ODM/Foundry

The director of Wavetek
Microelectronics Corporation

the foundry business of III-V
Epitaxial semiconductors

3.3.11.2 Board meetings

Date Major Resolutions Review on status
2018.03.15 | (1) Approved the motion for remuneration to the It is resolved that to propose

Company’s directors and employees 2018. in the next board of directors'

(2) Approved 2018 financial report and business meeting that cash dividend
report. will be paid to shareholders

(3) Approved 2018 Resolution on dividend from capital reserve of the
distribution. company; the Chairman will

(4) Resolved to discontinue the motion for issuance | be authorized to process the
of common shares in private placement Longtan Factory and the
approved at the general shareholders’ meeting Pingzhen Factory, if
2018. appropriate buyers are

(5) Approved lifting of the non-competition solicited; the impairment on
restrictions on the Company’s directors. accessory equipment will be

(6) Approved the time, location and cause of the conducted depending on the
general shareholders’ meeting 2018. sale status. The Chairman is

(7) Approved the Statement of Declaration for authorized to dispose of the
Internal Control System 2018. shares of Evertop (Fujian)

(8) Approved the competition engaged in by the optoelectronics Co., Ltd and
Company’s managerial officers. Tops Electrical Technology

(9) Approved the application for endorsement of Co., Ltd. reinvested by the
facility granted by bank to the subsidiary. Company. In 2018, the

(10) Approved the application with financial proportion of remuneration to
organization for renewal of the facility. directors and employees

(11) Approved to obtain the inventory and fixed remained 2% and 15%,
assets of 100% owned subsidiary Zheng-Yi respectively. The competition
Technology Corporation. engaged in by the managerial

(12) Approved to dispose the shares of re-investment | officers was posted on the
company Evertop (Fujian) optoelectronics Co., | M.O.P.S and the Company’s
Ltd. website. The 160 million

(13) Approved to dispose the shares of re-investment | shares private placement or
company Tops Electrical Technology Co., Ltd. | issuance of GDR approved by

(14) Approved the Company sell Longtan and shareholders’ meeting on June
Pingjhen plant buildings. 21, 2018 were not exceuted

(15) Approved the motion for remuneration ratio to | for absence of proper strategic
the Company’s directors and employees 2018. investor.

(16) Approved managerial officers’ raise 2018.
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Date Major Resolutions Review on status
2018.05.03 | (1) Approved 2018 financial report of Q1. The Private equity issuance of
(2) Approved the allocation for capital surplus to common stock had been
shareholders in cash. approved by shareholders
(3) Approved the issuance of new common shares meeting of 2017. It was
for cash to sponsor issuance of the global re-proposed during the
depository receipt and/or issuance of new shareholders’ meeting of 2018,
common shares for cash in private placement. for absence of proper strategic
(4) Approved the amendments to partial provisions | investor.
of the “Corporate Governance Best-Practice
Principles”.
(5) Approved the application for endorsement of
facility granted by bank to the subsidiary.
(6) Approved the application with financial
organization for increase in and renewal of
derivatives trading facility.
2018.06.25 | (1) Approved to spin-off and transfer its existing Proceed with the spin-off
Semiconductor Foundry business pursuant to Article 36 of
(2) Approved the establishment of Articles of Business Mergers And
Incorporation of Unikorn Semiconductor Acquisitions Act, and set the
Corporation. record date for spin-off on
(3) Approved the election of directors/supervisors October 1, 2018, and the new
of Unikorn Semiconductor Corporation. company named as Unikorn
(4) Approved the transfer of President. Semicondutor Corporation;
(5) Approved the change of the registered office the president, Ming-Jiunn Jou,
address of the Company. was transferred to Unikorn
(6) Approved the application for endorsement of Semiconductor Corporation in
facility granted by bank to the subsidiary. order to use his best effort to
(7) Approved the application with financial promote the Company’s
organization for increase in and renewal of transformation, and
derivatives trading facility. Chin-Yung Fan was promoted
as the Company’s president at
the same time, whose
promotion took effective from
July 16, 2018; the Company’s
registration address was
changed from Li-hsin 5th
Road to No. 21 Li-hsin Road.
2018.08.13 | (1) Approved 2018 financial report of Q2. To obtain the authorization
(2) Approved the evaluation on independence, from the Board of Directors to

3)
4

&)

eligibility, and contents of service and
remuneration 2018 about appointment of the
CPAs, Ya-Huei Cheng and Chin-Cheng Hsieh.
Approved the application for endorsement of
facility granted by bank to the subsidiary.
Approved the total amount of the Company's
fund which was lent to the subsidiary, Episky
Corporation (Xiamen) Ltd., shall not exceed
RMB$200 million in total (or the equivalent
amount in USD)

Approved the total amount of the Company's
fund which was lent to the subsidiary, Jiangsu
Canyang Optoelectronics Ltd., shall not exceed
RMB$100 million in total (or the equivalent
amount in USD).

assess the capital increase in
subsidiaries in mainland
China.
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Date

Major Resolutions

Review on status

(6) Approved the allocation of remuneration to
directors in 2018.

(7) Approved the motion for remuneration to the
Company’s directors.

(8) Suggestion on calculation of salary payable to
the president.

(9) Suggestion on salary and remuneration to the
promoted manager.

(10) Approved the allocation of 2018 employee
remuneration to managers and/or directors who
were also employees.

2018.11.12

(1) Report on renewal of directors’/supervisors’
liability insurance.

(2) Approved 2018 financial report of Q3.

(3) Approved the 1¥ buyback of the Company’s
shares in 2018.

(4) Approved the investment in GCS Holdings, Inc.

(5) Approved the audit plan 2019.

(6) Approved the application for termination of
overseas deposit receipts at London Stock
Exchange in the form of IOB.

(7) Approved the application with financial
organization for renewal of the facility.

The overseas deposit receipts
traded in the form of IOB
which was published by
London Stock Exchange on
November 26, 2018 was
delisted on December 28,
2018.

2018.12.13

(1) Report the implementation of corporate social
responsibility and integrity management.

(2) Approved 2019 business plan and budget.

(3) Approved Yenrich Technology Corporation
increase investment NT$920 million and sold
the shares of ProLight Opto Technology
Corporation.

(4) Approved the amendments to “Statement of
Declaration on Internal Control System” in part.

(5) Approved the application with financial
organization for renewal of the facility.

(6) Approved the motion for managerial officers’
raise 2019.

Until December 5, 2018, the
treasury stock actually bought
back has totaled 3,085
thousand shares, at the price of
NT$24.59 per share averagely.
The others were executed per
the resolution.

2019.03.14

(1) Approved 2018 financial report and business
report.

(2) Approved 2018 Loss make-up proposal.

(3) Allocation of capital surplus to shareholders in
cash.

(4) Resolved to discontinue the motion for issuance
of common shares in private placement
approved at the general shareholders’ meeting
2018.

(5) Approved the issuance of new common shares
for cash to sponsor issuance of the global
depository receipt and/or issuance of new
common shares for cash in private placement.

(6) Approved the amendments to “Articles of
Incorporation” in part.

(7) Approved the amendments to “Procedures for
Loaning Funds to Other Parties”, “Procedures

The treasury stock bought
back totaled 7,800 thousand
shares, at the price of NT$24.4
per share averagely, i.e.
execution rate 52%; in order
to upgrade the profoundity of
the Company’s corporate
governance, the Company
assigned the corporate
governance unit and appointed
one Company Goverance
Officer, and the Board of
Directors of 10" term
increased the number of
independent directors as 5
independent directors, a
majority of the whole director;
due to family factors,
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Date

Major Resolutions

Review on status

for Endorsements and Guarantees”,
“Acquisition or Disposal Procedures of Assets”,
“Rules for the Procedures of the Board of
Directors’ Meeting”, “Corporate Governance
Best Practice Principles” in part, and
abolishment of the “Regulations Governing
Long-term/Short-term Investment”.

(8) Approved the time, location and cause of the
general shareholders’ meeting 2019.

(9) Approved the motion for election of 10" term
directors and candidates for director nominated
by the Board of Directors.

(10) Motion for termination of the non-competition
restrictions on the Company’s new directors of
10" term.

(11) Permitted the Company’s managers to hold
another position concurrently and engage in
competition.

(12) Approved the donation of proceeds from
disposition of the equity in Crystalrich (Hong
Kong) Co., Limited to Episky Corporation
(Xiamen) Ltd., a company wholly owned by the
Company.

(13) Approved the Statement of Declaration on
Internal Control System 2018.

(14) Approved the application for endorsement of
facility granted by bank to the subsidiary.

(15) Approved the application with financial
organization for renewal of the facility and
increase in and renewal of derivatives trading
facility.

(16) Established the “Regulations Governing
Retirement of Employees Holding Positions as
Managers and Directors Concurrently”.

(17) Ming-Jiunn Jou filed a retirement application.

(18) Approved the motion for remuneration ratio to
the Company’s directors and employees 2019.

(19) Approved designation of the Company’s
Goverance Officer.

(20) Approved managerial officers’ raise 2019.

Ming-Jiunn Jou applied for
retirement on April 30, 2019;
in 2019, the proportion of
remuneration to directors and
employees remained 2% and
15%, respectively.The
competition engaged in by the
managerial officers was
posted on the M.O.P.S and the
Company’s website. The other
matters were executed as per
the resolution made at the
general shareholders’ meeting
on June 20, 2019.

3.3.12 Major Issues of Record or Written Statements Made by Any Director Dissenting to
Important Resolutions Passed by the Board of Directors during the 2018 Calendar Year
and as of the Date of this Annual Report: None.
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3.3.13 Resignation or Dismissal of Chairman, General Manager, and Heads of Accounting,
Finance, Internal Audit and R&D during the 2018 Calendar Year and as of the Date of
this Annual Report:

Title Name Da.t e of Datg of Cause of Resignation or Dismissal
Appointment | Dismissal
President Ming-Jiunn Jou | 2008.12.25 2018.07.16 | In order to promote the Company’s
transformation, Ming-Jiunn Jou was
transferred to Unikorn Semiconductdor
Corporation, wholly owned by the
Company, and Chin-Yuan Fan was
promoted as the Company’s president
at the same time.
3.4 Audit Fee
Unit: NT$ thousand
Accounting Audit Non-audit Fee . .
Firm Name of CPA Fee Sysgem Company Human Others Subtotal Audit Period
Design Registration Resource | (Note 1)
Cheng
e | Stesd | s | o I R R i
Hsieh

Note 1: The professional service fees for TP and laws & taxation consulting, NT$3,830 thousand and service

fees of Semiconductor Foundry Business Dept., NT$900 thousand.

Note 2: When the Company changes its accounting firm and the audit fees paid for the fiscal year in which such
change took place are lower than those for the previous fiscal year, the amounts of the audit fees before
and after the change and the reasons shall be disclosed: NA

Note 3: When the audit fees paid for the current fiscal year are lower than those for the previous fiscal year by 15
percent or more, the reduction in the amount of audit fees, reduction percentage, and reason(s) therefor
shall be disclosed: NA

3.5 Replacement of CPAs: None.

3.6 Information on the Company’s Chairman, President, or any managerial officer in charge
of finance or accounting matters has in the most recent year held a position at the
accounting firm of its certified public accountant or at an affiliated enterprise of such
accounting firm: None.

3.7 Any transfer / pledge / Changes in Shareholding of Directors, Supervisors, Managers, and
Major Shareholders holding a stake of greater than 10 percent

3.7.1 Changes in Shareholding of Directors, Supervisors, Managers and Major Shareholders
Unit: Share

January 1, 2019 ~
2018 February 28, 2019
Title Name Net Change in Net Change in Net Change in Net Change in
Shareholding Shares Shareholding Shares
Pledged Pledged
Chairman & CSO Biing-Jye Lee 20,000 0 0 0
Director Fon Tain- Belon Co., Ltd. 0 0 0 0
Rep: Chih-Yuan Chen 0 0 0 0
Everlight Electronics Co., Ltd. 0 0 0 0
Director Rep: Yin-Fu Yeh(Note 2) 0 0 NA NA
Rep: Huei-Chen Fu(Note 3) 0 0 0 0
Director United Microelectronics Corp. 0 0 0 0
Rep:Shan-Chieh Chien 0 0 0 0
Director Yi Te Optoelectronics Co., Ltd. 0 0 0 0
Rep: Nan Yang Wu 0 0 0 0
Director Ming-Jiunn Jou 320,000 0 0 0
Independent Director Wei-Min Sheng 0 0 0 0
Independent Director Feng-Shang Wu 0 0 0 0
Independent Director Chi-Yen Liang 0 0 0 0
President Chin-Yung Fan 25,000 0 0 0
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Unit: Share

January 1, 2019 ~
2018 February 28, 2019
Title Name Net Change in Net Change in Net Change in Net Change in
Shareholding Shares Shareholding Shares
Pledged Pledged
Vice President Min-Hsun Hsieh (42,000) 0 0 0
Vice President Jen-Chau Wu 130,000 0 0 0
Vice President Rong-Yih Hwang (70,918) 0 0 0
Vice President & CFO &
Company’s Goverance Shih-Shien Chang 220,000 0 0 0
Officer
Vice President Chen Ou (2,400) 0 0 0
Vice President Ming-Da Jin (20,000) 0 0 0
Vice President Lin-Tien Yang (60,000) 0 0 0
Vice President Wei-Shih 95,000 0 (10,000) 0
Senior Director Li-Cheng Hung 20,000 0 0 0
Senior Director Feng-Sheng Qiu 80,000 0 0 0
Senior Director Yi-Chang Hong 50,000 0 0 0
Note 1: The information about the change of equity refers to that disclosed until the time of discharge.
Note 2: Discharged on May 2, 2018.
Note 3: Reelected and discharged on May 2, 2018.
3.7.2 Stock Traded with Related Party:
Relationship between
Cause of the trading counterpart
. Trading and the Company, Trading Price
Name Equity Date . Shares
Counterpart director, and (NTD)
Transfer i
shareholder with more
than 10% shareholding
Biing-Jye Lee D‘S&?z;‘o“ 2018.09.07 | Chia-Ren Hu Spouse 600,000 NA
3.7.3 Stock Pledged with Related Party: None.
3.8 Relationship among the Top Ten Shareholders
Spouse and EPISTAR Name and
Current NI[) | Shareholding by Relationship
Name Shareholding Shl:rorh Idin Nominee between EPISTAR’s
choiding Arrangement Shareholders
Shares % Shares % Shares % Name Relationship
1 Nomura International Co., Ltd. 79,878,000 | 7.34% NA] NA| NA| NA| None None
2 UBS Limited 57,459,018 | 5.28% NA| NA| NA| NA|[ None None
3 Merrill Lynch International 30,791,526 | 2.83% NA| NA| NA| NA| None None
4 | SinoPac Asset Management (Asia) | »g 050 000( 2.58%f ~ NA| NA|  NA|  NA| None | None
Limited
5 The 2nd-tier new labor pension plan | 26,632,000 | 2.45% NA| NA| NA| NA| None None
. Mercuries Life Insurance Co., Ltd. 16,925,000 [ 1.56% NA[ NA| NA| NA|[ None None
Chairman: Xiang-Yu Chen 0] 0.00% 0] 0.00% 0] 0.00% None None
Vanguard Emerging Markets Stock
7 Index Fund, A Series O