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Minutes of 2012 Annual General Shareholders’ Meeting of Far Eastern Department Stores 
 

Date: Thursday, 21 June 2012 

Time: 9:00 a.m. Taipei time 

Place: Auditorium in the Taipei Hero House 

No. 20, Changsha Street, Section 1, Taipei, Taiwan 

 
Shareholders present: 

Number of shareholders and shareholder representatives present: 490 persons. 

Total shares represented by shareholders present: 908,893,923 shares, which was 

69.398% of total number of outstanding shares 1,309,680,717 shares. 

 
Invited observers: 

Certified Public Accountant: Mrs. Yeh Shu-Chuan  

Attorney: Mr. Chiang Ta-Chung, Mr. Yang Xiao-Bang, Mr.Li Chin-Shu 

Chairman: Mr. Douglas T. Hsu, Chairman of the Board of Directors 

Recorder: Mr. Frank Jou 

 

The aggregate shareholding of the shareholders present constituted a quorum. The 

Chairman called the meeting to order. 

The speech of Chairman (omitted) 

The speech of invited observers (none) 

 

I. Matters to be Reported 

1.  2011 Messages to shareholders (omitted) 

2.  Financial report of 2011 (attached) 

3.  Supervisors’ audit report on 2011 business report and financial statements (omitted) 

 

Shareholder # 0212298 Mr. Liu Tai Ann raised questions with respect to issues of 

2011 Messages to shareholders. 

 

Shareholder # 0255593 Mr. Dong Hao-Yun raised questions with respect to issues 

of financial report of 2011. 
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Shareholder # 0255762 Mr. Kong,Fan-Qi raised questions with respect to issues of 

financial report of 2011. 

 

The questions were answered by the personnel designated by Chairman. 

 
RESOLVED, that the above proposals were approved for reference. 

 

II. Matters to be Approved: 

 

1.  To approve the 2011 financial statements 

The Board of Directors proposes and recommends that each shareholder votes FOR the 

acceptance of 2011 business report and financial statements. 

Board of Directors proposes 

 Explanatory Notes: 

 

(1)  FEDS’s 2011 financial report, including balance sheet, income statement, 

statement of changes in shareholders’ equity, and statement of cash flows, has 

been audited by independent auditors, Ms. Yeh Shu-Chuan and Mr. Shih 

Ching-Pin of Deloitte & Touche,, and has been examined by and determined to be 

correct and accurate by Supervisors of FEDS. We thereby submit this report. 

(2)  Please approve the above-mentioned business report and financial statements. 

 

Shareholder # 0212298 Mr. Liu Tai Ann raised questions with respect to issues of 

the 2011 financial statements. 

 

Upon decision by the Chairman, the questions were answered by the personnel 

designated by Chairman and the proposal was put through to vote. 

 

RESOLVED, that the above proposals be and hereby were approved as proposed. 

 

The number of share vote approval for the proposal was 759,126,515, which was 

84% of votes represented by the shareholders present.  

 

2.  To approve the proposal for the distribution of 2011 surplus earning.  

The Board of Directors proposes and recommends that each shareholder votes FOR the 

distribution of 2011 surplus earning. 

Board of Directors proposes 
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 Explanatory Notes: 

 

(1)  All the closing transactions as of December 31, 2011 have been completely closed, 

and have been audited by the accounting firm, Deloitte and Touche. We thereby 

submit the proposal for distribution of 2011 profits: 

1. Net Income of 2011 N.T$ 2,143,114,566 

2. 10% legal reserve (1*10%) (214,311,457) 

3. Undistributed profits of previous years 884,824,281 

4. Earnings available for distribution (4=1-2+3)    2,813,627,390 

(2) The earnings available for distribution are allocated as the following:   

1. Dividend (60%) N.T$1,189,721,805 

2. Cash bonus to shareholders (33%)  654,346,993 

3. Total Distribution   

Note: To distribute employee bonus of NT 79,314,787 

and compensation of directors and supervisors of NT 

59,486,090. 

1,844,068,798 

(3)  Undistributed earnings after distribution                      N.T$ 969,558,592 

(4) The major items of the Distribution of 2011 Dividend： 

1. Cash dividends to holders of common share 

   (NT$ 1.00 per share) 

N.T$ 1,317,191,998 

2. Stock dividends to holders of common share 

   (NT$ 0.40 per share at par value) 

526,876,800 

3.Total amount of 1.40 per share      1,844,068,798 

(5)  The distribution of 2011 dividends composes of 2011 surplus earning in priority 

and the undistributed profit from 1998 to 2010 in case 2011 surplus earning are 

insufficient to cover 2011 dividends.  

(6)  After being approved at the annual General Shareholders’ meeting (2012), the 

cash dividends to holders of common share will be distributed on the record date 

to be determined by the Board of Directors.  Should FEDS subsequently 

repurchase its common shares or issue new common shares according to Article 

28-2 of the ROC Securities and Exchange Law and other relevant regulations, the 

total numbers of common shares outstanding may change, and the ultimate cash 

and stock to be distributed to each common share may need to be adjusted 
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accordingly. It is proposed that the Board of Directors of FEDS be authorized to 

adjust the cash and stock to be distributed to each common share based on the 

total amount of profits resolved to be distributed, the amount of earnings resolved 

to be capitalized, and the number of actual common shares outstanding on the 

record date for distribution.  

(7) Please approve the above-mentioned proposal for the distribution of 2011 profits. 

 

Shareholder # 0212298 Mr. Liu Tai Ann raised questions with respect to issues of 

the distribution of 2011 surplus earning. 

 

Upon decision by the Chairman, the questions were answered by the personnel 

designated by Chairman and the proposal was put through to vote. 

 

RESOLVED, that the above proposals be and hereby were approved as proposed. 

 

The number of share vote approval for the proposal was 759,129,507, which was 

84% of votes represented by the shareholders present.  

 

 

III. Discussion and Election 
 

1. To approve the capitalization of 2011 stock dividends 

The Board of Directors proposes and recommends that each shareholder votes FOR the 

capital increase of 2011 stock dividends. 

                                 Board of Directors proposes: 

 Explanatory Notes: 

 

(1)  For the purpose of improving the financial structure, it is proposed that FEDS’s 

paid-in capital be increased by capitalizing the stock dividends to common 

shareholders of NT$ 526,876,800. A total number of 52,687,680 common shares, 

at par value of NT$ 10 each share, shall be issued for such capital increase.   

(2)  After being approved at the Annual General Shareholders’ Meeting and accepted 

by the regulatory authority in charge, the new shares will be distributed on a 

record date to be determined by the Board of Directors. Each common share 

holder will be entitled to receive a stock dividend of 40 common shares for each 

1,000 common shares held by such shareholders. If the stock dividends include 

any fractional shares which are less than one full share, in accordance with Article 

204 of the Company Law, the distribution will be made in the form of cash rounded 
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to the nearest dollar amount calculated at par value.  Such fractional shares will 

be purchased by Far Eastern Recreation Center Employee’s Welfare Committee 

of FEDS. The new issued common shares should have the right to enjoy 

dividends of 2012 and the same rights & obligation as the previous issued 

common shares.  

(3)  Should FEDS subsequently repurchase its common shares or issue new common 

shares according to Article 28-2 of the ROC Securities and Exchange Law、

regulations of conversion of bonds and other relevant regulations, the total 

numbers of common shares outstanding may change, and the ultimate stock to 

be distributed to each common share may need to be adjusted accordingly. It is 

proposed that the Board of Directors of FEDS be authorized to adjust the cash 

and stock to be distributed to each common share based on the total amount of 

profits resolved to be distributed, the amount of earnings resolved to be 

capitalized, and the number of actual common shares outstanding on the record 

date for distribution. 

(4)  Please approve the proposal for the capitalization of 2011 stock dividends. 

 

Upon decision by the Chairman, the proposal was put through to vote. 

 

RESOLVED, that the above proposals be and hereby were approved as proposed. 

 

The number of share vote approval for the proposal was 747,805,871, which was 

82% of votes represented by the shareholders present.  

 

 

2. Proposal to amend certain provisions of the Company’s “Rules of Procedure of 

Stockholders Meeting”. 

The Board of Directors proposes and recommends that each shareholder votes FOR the 

amendments of certain provisions of the Company’s “Rules of Procedure of Stockholders 

Meeting”.                            

Board of Directors proposes 

 Explanatory Notes: 

 

(1)  Pursuant to the Article 177, paragraph1 of Company Act, Financial Supervisory 

Commission, Executive Yuan under Ching-Kuan-Cheng-Jiao-Tze No. 

1010005306 dated February 20, 2012, coerces the listed companies with more 

than 10 billion of paid-in capital and more than ten thousands shareholders on the 

shareholders’ roster of the Company on the latest book closure date into adopting 



 

 6 

the electronic transmission as one of the methods for exercising the voting power 

at the shareholders' meeting. 

(2)  In order to co-operate the implementation of voting power by electronic 

transmission, we propose to amend Article 2 and Article 11 of the Company’s 

“Rules of Procedure of Stockholders Meeting”. The amended provisions are 

shown in the attached comparison table. 

(3)  Please approve the proposed resolutions. 

 

Shareholder # 0212298 Mr. Liu Tai Ann raised questions with respect to issues of 

the amendments of certain provisions of the Company’s “Rules of Procedure of 

Stockholders Meeting”. 

 

Upon decision by the Chairman, the questions were answered by the personnel 

designated by Chairman and the proposal was put through to vote. 

 

RESOLVED, that the above proposals be and hereby were approved as proposed. 

 

The number of share vote approval for the proposal was 759,116,395, which was 

84% of votes represented by the shareholders present. 

 

 

Section Proposed Changes Current Articles 

Article 2 The location for stockholders’ meeting shall be the 

Company’s place of business or a place convenient for 

attendance by stockholders (or by proxies) that is 

suitable to holding of this meeting. The meeting shall 

be held between 9:00AM and 3:00PM.  

 

The stockholders (or proxies) when attending the 

meeting shall wear admission badge and hand in 

signed attendance form 

 

 

The Company at a stockholders’ meeting shall adopt 

the electronic transmission as one of the methods for 

exercising the voting power. The method for exercising 

the voting power shall be described in the 

shareholders' meeting notice to be given to the 

shareholders. A shareholder who exercises his/her/its 

voting power at a shareholders meeting by way of 

electronic transmission shall be deemed to have 

attended the said shareholders' meeting in person, but 

shall be deemed to have waived his/her/its voting 

power in respective of any extemporary motion(s) 

The location for stockholders’ meeting shall be the 

Company’s place of business or a place convenient for 

attendance by stockholders (or by proxies) that is 

suitable to holding of this meeting. The meeting shall 

be held between 9:00AM and 3:00PM.  

 

The stockholders (or proxies) when attending the 

meeting shall wear admission badge and hand in 

signed attendance form to be used to calculate the 

number of attending shares. 
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and/or the amendment(s) and /or substitute to the 

contents of the original proposal(s) at the said 

shareholders' meeting. 

 

The attendance to a shareholders’ meeting shall be 

determined subject to shares. The present shares shall 

be calculated based on the attendance cards as 

furnished, in addition to the shares exercising voting 

right in electronic form.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Company may appoint lawyers, accountants or 

related personnel to attend the stockholders’ meeting.  

The personnel in charge of handling the affairs of the 

meeting shall wear identification badge or armband.  

For a stockholders’ meeting convened by the board of 

directors, the chairman of the board of directors shall 

preside at the meeting. If the chairman of the board of 

directors is on leave or unable to exert the rights, the 

vice-chairman of the board of directors shall preside 

instead. If the position of vice-chairman is vacant or the 

vice-chairman is on leave or unable to exert the rights 

the chairman of the board of directors shall designate a 

director to preside at the meeting. If no director is so 

designated, the chairman of the meeting shall be 

elected by the board of directors from among 

themselves. For a stockholders’ meeting convened by 

any other person having the convening right, he/she 

shall act as the chairman of that meeting; if there are 

two or more persons having the convening right, the 

chairman of the meeting shall be elected from among 

themselves.  

 

The complete processes of the meeting shall be 

recorded by voice or video recorders and all the 

records shall be kept by the Company for a minimum 

period of at least one year. 

Article 11 In regards to the resolution of proposals, unless 

otherwise provided for in the relevant law and 

regulation or Company’s articles of incorporation, 

resolution shall be passed by a majority of the voting 

rights represented by the stockholders (or proxies) 

attending the meeting.  

 

 

 

 

 

The proposal for a resolution shall be deemed 

approved if the shareholder(s) present(s)  no 

objection by exercising voting in electronic form and 

the chairperson inquires and received no objection at a 

shareholders meeting, the validity of such approval 

has the same effect as if the resolution has been put to 

In regards to the resolution of proposals, unless 

otherwise provided for in the relevant law and 

regulation or Company’s articles of incorporation, 

resolution shall be passed by a majority of the voting 

rights represented by the stockholders (or proxies) 

attending the meeting. The proposal for a resolution 

shall be deemed approved if the chairperson inquires 

and received no objection, The validity of such 

approval has the same effect as if the resolution has 

been put to vote.  
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vote. 

 

If the shareholder object the proposal(s), the resolution 

of proposal(s) should been put to vote. The Chairman 

can decide that the resolution of proposal(s) should 

been put to vote one by one, or the resolution of 

proposals including the proposal to re-elect the 

directors and supervisors should been put to vote 

several times or one time with counting of votes by 

each proposal. 

 

If there are amendments or substitute proposals for the 

same proposal, the sequence of which to be put to 

vote shall be decided by the chairperson. If one of the 

two proposals has been approved, the other proposal 

shall be deemed rejected without requirement to put it 

to vote. The results of voting shall be reported on the 

spot and kept for records. 

 

 

 

 

 

 

 

 

 

 

 

If there are amendments or substitute proposals for the 

same proposal, the sequence of which to be put to 

vote shall be decided by the chairperson. If one of the 

two proposals has been approved, the other proposal 

shall be deemed rejected without requirement to put it 

to vote. The results of voting shall be reported on the 

spot and kept for records. 

Note *In case of any discrepancy between this English translation and the Chinese text of 

this document, the Chinese text shall prevail. 

 

 

3. Proposal to amend certain provisions of the Company’s “Procedures for Acquisition and 

Disposition of Assets”. 

The Board of Directors proposes and recommends that each shareholder votes FOR the 

amendments of certain provisions of the Company’s “Procedures for Acquisition and 

Disposition of Assets”.  

Board of Directors proposes 

 Explanatory Notes: 

 

(1) We propose to amend Article 6, Article 7 and Article 8, Article 9, Article 11, Article 12 

and Article 14 and Article 16 and add Article 9-1 of the Company’s “Procedures for 

Acquisition and Disposition of Assets” pursuant to the official letter of Financial 

Supervisory Commission, Executive Yuan under Ching-Kuan-Cheng-Fa-Tze No. 

1010004588 dated February 13, 2012.  The amended provisions are shown in the 

attached comparison table. 

(2) Please approve the proposed resolutions. 

 

Upon decision by the Chairman, the proposal was put through to vote. 

 

RESOLVED, that the above proposals be and hereby were approved as proposed. 
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The number of share vote approval for the proposal was 759,114,395, which was 

84% of votes represented by the shareholders present. 

 
 

Section Proposed Changes Current Articles 

Article 6 
Acquisition or Disposition of Securities 
1) Evaluation process 

a) For investments in securities, the Finance 

Department or other relevant units shall 

undertake the relevant financial analysis and 

projection of potential returns as well as 

evaluation of potential investment risks in 

relation to the said investment. 

b) Investments by the Company in securities 

traded on centralized exchange markets or over 

the counter markets shall be decided by the 

responsible unit in accordance with the 

prevailing market conditions; investments by 

the Company in securities not traded on 

centralized exchange markets or over the 

counter markets shall require the latest audited 

or reviewed financial reports of the target 

company as reference for the evaluation of 

transaction price, taking into consideration the 

net asset value per share, profitability and 

future potential, etc. 

 

2) Experts' opinions 

a) The Company acquiring or disposing of 

securities shall, prior to the date of occurrence 

of the event, first obtain financial statements of 

the issuing company for the most recent period, 

certified or reviewed by a certified public 

accountant, for reference in appraising the 

transaction price, and if the dollar amount of the 

transaction is twenty per cent (20%) of the 

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

more, the Company shall also engage a 

certified public accountant prior to the date of 

occurrence of the event to provide an opinion 

regarding the reasonableness of the transaction 

price. If the CPA needs to use the report of an 

expert as evidence, the CPA shall do so in 

accordance with the provisions of Statement of 

Auditing Standards No. 20 published by the 

ARDF. This requirement does not apply, 

however, to publicly quoted price of securities 

that have an active market, or where otherwise 

provided by regulations of Competent 

Authorities. 

b) Where assets are acquired or disposed by way 

of judicial auctions, documentary proof 

furnished by the courts may replace valuation 

reports or accountants' opinions. 

 

3) Process in determining authorized investment limit 

and responsible units  

 

Acquisition or Disposition of Securities 
1) Evaluation process 

a) For investments in securities, the Finance 

Department or other relevant units shall 

undertake the relevant financial analysis and 

projection of potential returns as well as 

evaluation of potential investment risks in 

relation to the said investment. 

b) Investments by the Company in securities 

traded on centralized exchange markets or over 

the counter markets shall be decided by the 

responsible unit in accordance with the 

prevailing market conditions; investments by 

the Company in securities not traded on 

centralized exchange markets or over the 

counter markets shall require the latest audited 

or reviewed financial reports of the target 

company as reference for the evaluation of 

transaction price, taking into consideration the 

net asset value per share, profitability and 

future potential, etc. 

 

2) Experts' opinions 

a) The Company acquiring or disposing of 

securities shall first obtain financial statements 

of the issuing company for the most recent 

period, certified or reviewed by a certified public 

accountant, for reference in appraising the 

transaction price, and if the dollar amount of the 

transaction is twenty per cent (20%) of the 

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

more, the Company shall also engage a 

certified public accountant to provide an opinion 

regarding the reasonableness of the transaction 

price. This requirement does not apply, 

however, to publicly quoted price of securities 

that have an active market, or where otherwise 

provided by regulations of Competent 

Authorities. 

b) Where assets are acquired or disposed by way 

of judicial auctions, documentary proof 

furnished by the courts may replace valuation 

reports or accountants' opinions. 

 

 

 

 

 

 

 

3) Process in determining authorized investment limit 

and responsible units  
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Prior to the Company acquiring or disposing 

securities, the Finance Department shall firstly submit 

the Board of Directors the relevant information for 

approval before undertaking the said transaction. 

Where the urgency of the matter does not permit prior 

approval, the General Manager (or any person so 

authorized by the General Manager) shall have the 

authority to approve/disapprove investments which 

amount is below NT$ 10 million; the Chairman (or any 

person so authorized by the Chairman) shall have the 

authority to approve/disapprove investments which 

amount is in excess of NT$ 10 million. In any case, the 

said transactions shall be submitted to the immediate 

following meeting of the Board of Directors for 

ratification. 

Prior to the Company acquiring or disposing 

securities, the Finance Department shall firstly submit 

the Board of Directors the relevant information for 

approval before undertaking the said transaction. 

Where the urgency of the matter does not permit prior 

approval, the General Manager (or any person so 

authorized by the General Manager) shall have the 

authority to approve/disapprove investments which 

amount is below NT$ 10 million; the Chairman (or any 

person so authorized by the Chairman) shall have the 

authority to approve/disapprove investments which 

amount is in excess of NT$ 10 million. In any case, the 

said transactions shall be submitted to the immediate 

following meeting of the Board of Directors for 

ratification. 

Article 7 
Acquisition or disposition of real property or other 
fixed assets 

1) Evaluation process 

a) For investments in real property and fixed 

assets, the Accounting Department or other 

relevant units shall undertake the projection of 

potential returns as well as evaluation of 

potential investment risks in relation to the said 

investment based on the current operation and 

financial conditions and future development 

plan. 

b) The proposed acquisition or disposition of real 

property shall require analysis reports taking 

reference to their current published value, 

appraised values and transactions prices for 

neighboring real properties, etc., along with 

suggested transaction conditions and prices. 

c) The proposed acquisition or disposition of other 

fixed assets shall carry out by way of any of the 

following: price inquiry; price comparison; 

negotiated prices or tender. 

 

2) Valuation reports for real property or other fixed 

assets. 

 

In the case of real property or other fixed assets 

acquired or disposed by the Company other than 

as a result of transactions with the government, 

entrusted construction on the Company's own 

property, entrusted construction on land leased by 

the Company, or acquisition or disposition of 

equipments and facilities for business operation 

purposes, where their transaction value is the 

amount equivalent to twenty per cent (20%) of the 

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

above, the Company shall firstly require 

Acquisition or disposition of real property or other 
fixed assets 

1) Evaluation process 

a) For investments in real property and fixed 

assets, the Accounting Department or other 

relevant units shall undertake the projection of 

potential returns as well as evaluation of 

potential investment risks in relation to the said 

investment based on the current operation and 

financial conditions and future development 

plan. 

b) The proposed acquisition or disposition of real 

property shall require analysis reports taking 

reference to their current published value, 

appraised values and transactions prices for 

neighboring real properties, etc., along with 

suggested transaction conditions and prices. 

c) The proposed acquisition or disposition of other 

fixed assets shall carry out by way of any of the 

following: price inquiry; price comparison; 

negotiated prices or tender. 

 

2) Valuation reports for real property or other fixed 

assets. 

 

In the case of real property or other fixed assets 

acquired or disposed by the Company other than 

as a result of transactions with the government, 

entrusted construction on the Company's own 

property, entrusted construction on land leased by 

the Company, or acquisition or disposition of 

equipments and facilities for business operation 

purposes, where their transaction value is the 

amount equivalent to twenty per cent (20%) of the 

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

above, the Company shall firstly require 
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professional appraiser prior to the date of 

occurrence of the event to furnish their valuation 

report (which report shall specify the matters set 

out in Appendix from the Regulations Governing 

the Acquisition and Disposal of Assets by Public 

Companies); furthermore, the following provisions 

shall be complied with: 

 

a) Where due to special circumstances it is 

necessary to give a limited price, specified price, 

or special price as a reference basis for the 

transaction price, the transaction shall be 

submitted for approval in advance by the Board 

of Directors, and the same procedure shall be 

followed for any future changes to the terms and 

conditions of the transaction. 

 

b) Where the transaction amount is NT$ 1 billion or 

more, two (2) or more professional appraiser 

shall be engaged to provide their appraisals. 

 

c) Where the appraisal prices from professional 

appraiser come under one of the following, 

unless all the appraisal results for the assets to 

be acquired are higher than the transaction 

amount, or all the appraisal results for the 

assets to be disposed of are lower than the 

transaction amount, accountants shall be 

engaged to handle the matter pursuant to the 

provisions of Auditing Standards No. 20 

promulgated by ARDF; furthermore the said 

accountants shall be required to provide their 

opinions in respect of the reasons for such 

discrepancy and the fairness of the transaction 

price: 

 

i) The appraisal results differ from the 

transaction amount by twenty per cent 

(20%) or greater; 

 

ii) The difference between the appraisal 

result provided by two or more 

professional appraisers and the 

transaction price is ten per cent (10%) or 

greater. 

 

d) A professional appraiser shall not be dated 

beyond three (3) months prior to the date of the 

contract; however where an appropriate value 

published during the same period but not 

professional appraiser to furnish their valuation 

report (which report shall specify the matters set 

out in Appendix from the Regulations Governing 

the Acquisition and Disposal of Assets by Public 

Companies); furthermore, the following provisions 

shall be complied with: 

 

 

a) Where due to special circumstances it is 

necessary to give a limited price, specified price, 

or special price as a reference basis for the 

transaction price, the transaction shall be 

submitted for approval in advance by the Board 

of Directors, and the same procedure shall be 

followed for any future changes to the terms and 

conditions of the transaction. 

 

b) Where the transaction amount is NT$ 1 billion or 

more, two (2) or more professional appraiser 

shall be engaged to provide their appraisals. 

 

c) Where the appraisal prices from professional 

appraiser come under one of the following, 

accountants shall be engaged to handle the 

matter pursuant to the provisions of Auditing 

Standards No. 20 promulgated by ARDF; 

furthermore the said accountants shall be 

required to provide their opinions in respect of 

the reasons for such discrepancy and the 

fairness of the transaction price: 

 

 

 

 

 

 

i) The appraisal results differ from the 

transaction amount by twenty per cent 

(20%) or greater; 

 

ii) The difference between the appraisal 

result provided by two or more 

professional appraisers and the 

transaction price is ten per cent (10%) or 

greater. 

 

d) Pre-contract appraisal shall not be dated 

beyond three (3) months prior to the date of the 

contract; however where an appropriate value 

published during the same period but not 

http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
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exceeding six (6) months, the original 

professional appraiser may issue its opinion in 

respect of the said value. 

 

e) Where real property or other fixed assets are 

acquired or disposed by way of judicial auctions, 

documentary proof furnished by the courts may 

replace appraisal reports or accountants' 

opinions. 

 

3) Process in determining authorized investment limit 

and responsible units  

 

Prior to the Company acquiring or disposing real 

property or other fixed assets, the Accounting 

Department shall firstly submit the Board of Directors 

the relevant information for approval before 

undertaking the said transaction. Where the urgency 

of the matter does not permit prior approval, the 

General Manager (or any person so authorized by the 

General Manager) shall have the authority to 

approve/disapprove investments which amount is 

below NT$ 10 million; the Chairman (or any person so 

authorized by the Chairman) shall have the authority 

to approve/disapprove investments which amount is in 

excess of NT$ 10 million. In any case, the said 

transactions shall be submitted to the immediate 

following meeting of the Board of Directors for 

ratification. 

exceeding six (6) months, the original 

professional appraiser may issue its opinion in 

respect of the said value. 

 

e) Where real property or other fixed assets are 

acquired or disposed by way of judicial auctions, 

documentary proof furnished by the courts may 

replace appraisal reports or accountants' 

opinions. 

 

3) Process in determining authorized investment limit 

and responsible units  

 

Prior to the Company acquiring or disposing real 

property or other fixed assets, the Accounting 

Department shall firstly submit the Board of Directors 

the relevant information for approval before 

undertaking the said transaction. Where the urgency 

of the matter does not permit prior approval, the 

General Manager (or any person so authorized by the 

General Manager) shall have the authority to 

approve/disapprove investments which amount is 

below NT$ 10 million; the Chairman (or any person so 

authorized by the Chairman) shall have the authority 

to approve/disapprove investments which amount is in 

excess of NT$ 10 million. In any case, the said 

transactions shall be submitted to the immediate 

following meeting of the Board of Directors for 

ratification. 

Article 8 Related Parties Transaction 

 

1) When a public company engages in any acquisition 

or disposal of assets from or to a related party, in 

addition to ensuring that the necessary resolutions 

are adopted and the reasonableness of the 

transaction terms is appraised, if the transaction 

amount reaches 10 percent or more of the 

company's total assets, the company shall also 

obtain an appraisal report from a professional 

appraiser or a CPA's opinion in compliance with the 

provisions of this Article. In deciding whether the 

other party to the transaction is a related party, in 

addition to the forms as provided by law, the 

Company shall also consider the substantive 

relationship. 

 

2) Evaluation and Procedures 

The Company intends to acquire or dispose of real 

property from or to a related party, or when it 

intends to acquire or dispose of assets other than 

Acquisition of Real Property from Related Parties 

 

1) Where the Company acquires real property from 

related parties by way of sale or exchange, without 

prejudice to the applicability of the aforesaid articles 

in respect of real property, the Company shall 

pursuant to the provisions of this Article undertake 

the relevant resolution and appraisal of the fairness 

of transaction conditions, etc. In deciding whether 

the other party to the transaction is a related party, 

in addition to the forms as provided by law, the 

Company shall also consider the substantive 

relationship. 

 

 

 

 

2) Evaluation and Procedures 

The Company shall, if it acquires real property from 

related parties, submit the Board of Directors for 

approval and Supervisors for recognition the 
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real property from or to a related party and the 

transaction amount reaches 20 percent or more of 

paid-in capital, 10 percent or more of the 

company's total assets, or NT$300 million or more, 

the company may not proceed to enter into a 

transaction contract or make a payment until the 

following matters have been approved by the 

board of directors and recognized by the 

supervisors: 

 

a) The purpose, necessity and anticipated benefit 

of the acquisition or disposal of the asset. 

 

b) Reasons for transacting with related parties;  

 

 

c) With respect to the acquisition of real property 

from a related party, information relating to the 

appraisal of the fairness of the proposed 

transaction conditions pursuant to items 3) a) 

and d) herein;  

 

d) Date and price of acquisition by the related 

party, party to the transaction and relationship 

between the said party and the Company and 

related party; 

 

e) Forecast of monthly cash income within one (1) 

year from the date of the contract; furthermore 

evaluation shall be conducted in respect of the 

necessity of the transaction and the fairness of 

the use of fund; and 

 

f) An appraisal report from a professional 

appraiser or a CPA's opinion obtained in 

compliance with the Article 8, paragraph 1 

herein 

 

g) Restrictions on this transaction and other key 

contractual issues. 

 

Where the position of independent director has 

been created by the Company, when a matter is 

submitted for discussion by the board of directors 

pursuant to the preceding paragraph, the board of 

directors shall take into full consideration each 

independent director's opinions. If an independent 

director objects to or expresses reservations about 

any matter, it shall be recorded in the minutes of 

the board of directors meeting. 

following information prior to proceeding with the 

transaction: 

 

 

 

 

 

 

 

 

a) The purpose, necessity and anticipated 

benefit of the acquisition of the said real 

property,  

 

b) Reasons for transacting with related parties;  

 

c) Information relating to the appraisal of the 

fairness of the proposed transaction conditions 

pursuant to items 3) a) and d) herein;  

 

 

 

d) Date and price of acquisition by the related 

party, party to the transaction and relationship 

between the said party and the Company and 

related party; 

 

e) Forecast of monthly cash income within one (1) 

year from the date of the contract; furthermore 

evaluation shall be conducted in respect of the 

necessity of the transaction and the fairness of 

the use of fund; and 

 

 

 

 

 

 

f) Restrictions on this transaction and other key 

contractual issues. 
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3) Evaluation of the Fairness of Transaction Costs 

a) In the case of the Company obtaining real 

property from related parties, it shall evaluate 

the fairness of the transaction costs in the 

following manner: 

i) Addition to the related party's transaction 

price the necessary interest on funding and 

the costs to be borne by the purchaser. 

"Necessary interest on funding" shall be 

calculated by the weighted average interest 

rate over the period during which the asset 

is purchased on the amount of money 

borrowed by the Company in its purchase of 

the said asset, subject to it being not higher 

than the maximum interest rate charged by 

non-financial institutions as published by the 

Ministry of Finance. 

ii) In the case of related party having previously 

pledged the subject matter with financial 

institutions, the total appraised value for the 

subject matter by the said financial 

institution for the purposes of the extension 

of the loan shall be used, subject to the total 

cumulative amount of loans by the said 

financial institution not being lesser than 

seventy per cent (70%) of the appraised 

value of such subject matter and that the 

loan period was for a period of one (1) year 

or more. The aforesaid shall not apply 

where the said financial institution and the 

party to the transaction are themselves 

related parties. 

 

b) Where land and structures thereupon are 

combined as a single property purchased in one 

transaction, the transaction costs for both the 

land and the buildings shall be separately 

evaluated using either of the abovementioned 

methods. 

 

c) In the case of the Company acquiring real 

property from related parties, in addition to the 

appraisal of the costs of the said real property in 

the manner provided above, the Company shall 

furthermore engage accountants to review and 

provide their opinions in respect of the same. 

  

d) Under any one of the following circumstances in 

which the Company acquires real property from 

related parties, it need only undertake items 1) 

3) Evaluation of the Fairness of Transaction Costs 

a) In the case of the Company obtaining real 

property from related parties, it shall evaluate 

the fairness of the transaction costs in the 

following manner: 

i) Addition to the related party's transaction 

price the necessary interest on funding and 

the costs to be borne by the purchaser. 

"Necessary interest on funding" shall be 

calculated by the weighted average interest 

rate over the period during which the asset 

is purchased on the amount of money 

borrowed by the Company in its purchase of 

the said asset, subject to it being not higher 

than the maximum interest rate charged by 

non-financial institutions as published by the 

Ministry of Finance. 

ii) In the case of related party having previously 

pledged the subject matter with financial 

institutions, the total appraised value for the 

subject matter by the said financial 

institution for the purposes of the extension 

of the loan shall be used, subject to the total 

cumulative amount of loans by the said 

financial institution not being lesser than 

seventy per cent (70%) of the appraised 

value of such subject matter and that the 

loan period was for a period of one (1) year 

or more. The aforesaid shall not apply 

where the said financial institution and the 

party to the transaction are themselves 

related parties. 

 

b) Where land and structures thereupon are 

combined as a single property purchased in one 

transaction, the transaction costs for both the 

land and the buildings shall be separately 

evaluated using either of the abovementioned 

methods. 

 

c) In the case of the Company acquiring real 

property from related parties, in addition to the 

appraisal of the costs of the said real property in 

the manner provided above, the Company shall 

furthermore engage accountants to review and 

provide their opinions in respect of the same. 

  

d) Under any one of the following circumstances in 

which the Company acquires real property from 

related parties, it need only undertake items 1) 
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and 2) herein; the evaluation of fairness of 

transaction cost as provided for in items a), b) 

and c) hereunder shall not apply: 

 

i) The related party having obtained the real 

property by way of inheritance or gift; 

 

ii) The time lapse between the related party's 

contract for acquisition of the real property 

and this transaction exceeds five(5) years; 

or 

 

iii)The Company obtaining the real property by 

way of joint development contract entered 

with the related party. 

 

e) Where the evaluated results pursuant to items 

a) and b) hereinabove are lower than the 

transaction price, the Company shall follow 

items f) and g) hereunder; however, under one 

of the following situations, with the objective 

evidence, professional appraisal for the real 

property and the accountants' opinion of the 

fairness of the transaction being provided, the 

aforesaid shall not apply: 

 

i) The related party having undertaken 

construction on undeveloped land or rental 

land, may offer evidence in respect of its 

conformity to one the following conditions: 

 

A. The undeveloped land being valued in 

the methods provided hereinabove, and 

the buildings being valued by adding 

reasonable development profits to their 

construction costs, and the total amount 

exceeding the actual transaction price. 

"Reasonable development profits" 

herein shall comprise of the average 

gross profit margin of the related party's 

construction department within the last 

three (3) years, or the latest gross profit 

margin for the construction industry 

published by the Ministry of Finance, 

whichever is the lower; 

 

B. Successful transactions by non-related 

parties involving other floors of the 

same subject matter or of the 

neighboring areas within the past one 

and 2) herein; the evaluation of fairness of 

transaction cost as provided for in items a), b) 

and c) hereunder shall not apply: 

 

i) The related party having obtained the real 

property by way of inheritance or gift; 

 

ii) The time lapse between the related party's 

contract for acquisition of the real property 

and this transaction exceeds five(5) years; 

or 

 

iii)The Company obtaining the real property by 

way of joint development contract entered 

with the related party. 

 

e) Where the evaluated results pursuant to items 

a) and b) hereinabove are lower than the 

transaction price, the Company shall follow 

items f) and g) hereunder; however, under one 

of the following situations, with the objective 

evidence, professional appraisal for the real 

property and the accountants' opinion of the 

fairness of the transaction being provided, the 

aforesaid shall not apply: 

 

i) The related party having undertaken 

construction on undeveloped land or rental 

land, may offer evidence in respect of its 

conformity to one the following conditions: 

 

A. The undeveloped land being valued in 

the methods provided hereinabove, and 

the buildings being valued by adding 

reasonable development profits to their 

construction costs, and the total amount 

exceeding the actual transaction price. 

"Reasonable development profits" 

herein shall comprise of the average 

gross profit margin of the related party's 

construction department within the last 

three (3) years, or the latest gross profit 

margin for the construction industry 

published by the Ministry of Finance, 

whichever is the lower; 

 

B. Successful transactions by non-related 

parties involving other floors of the 

same subject matter or of the 

neighboring areas within the past one 
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(1) year, with comparable areas, and 

their transaction conditions being 

comparable to those of transactions with 

evaluations of acceptable price 

difference between floor levels or areas 

in accordance with the practice for sale 

and purchase of real property. 

 

C. Successful rental cases by non-related 

parties involving other floors of the 

subject matter within the past one (1) 

year and with non-related parties, their 

conditions being comparable to those of 

rental agreements in which there are 

estimates of acceptable difference 

between floor levels in accordance with 

the practice for rental of real property. 

 

ii) The Company providing evidence that the 

transaction conditions of its purchase of real 

property from related party are comparable 

with those successful cases within the 

neighboring areas within the past one (1) 

year and between non-related parties and 

with approximately similar space. 

"Successful cases within the neighboring 

areas" shall in principle include those in the 

same or adjacent street and within a radius 

of five hundred (500) meters of the subject 

matter or where their published current 

values are approximately similar. 

"Approximately similar space" shall in 

principle include the spaces of those 

transacted cases between non-related 

parties that are not less than fifty per cent 

(50%) of that of the subject matter. 

 

f) Where the appraisal results pursuant to the 

preceding items are all lower than the 

transaction price, the Company shall undertake 

the following: 

 

i) With respect to the difference between the 

transaction price for the real property and 

the evaluated costs, set aside special 

profit/loss reserve, in compliance with 

Article 41(1) of the Securities and Exchange 

Law, which shall not be distributed or 

allocated in the form of stock dividends. 

Where investors of the Company that adopt 

(1) year, with comparable areas, and 

their transaction conditions being 

comparable to those of transactions with 

evaluations of acceptable price 

difference between floor levels or areas 

in accordance with the practice for sale 

and purchase of real property. 

 

C. Successful rental cases by non-related 

parties involving other floors of the 

subject matter within the past one (1) 

year and with non-related parties, their 

conditions being comparable to those of 

rental agreements in which there are 

estimates of acceptable difference 

between floor levels in accordance with 

the practice for rental of real property. 

 

ii) The Company providing evidence that the 

transaction conditions of its purchase of real 

property from related party are comparable 

with those successful cases within the 

neighboring areas within the past one (1) 

year and between non-related parties and 

with approximately similar space. 

"Successful cases within the neighboring 

areas" shall in principle include those in the 

same or adjacent street and within a radius 

of five hundred (500) meters of the subject 

matter or where their published current 

values are approximately similar. 

"Approximately similar space" shall in 

principle include the spaces of those 

transacted cases between non-related 

parties that are not less than fifty per cent 

(50%) of that of the subject matter. 

 

f) Where the appraisal results pursuant to the 

preceding items are all lower than the 

transaction price, the Company shall undertake 

the following: 

 

i) With respect to the difference between the 

transaction price for the real property and 

the evaluated costs, set aside special 

profit/loss reserve, in compliance with 

Article 41(1) of the Securities and Exchange 

Law, which shall not be distributed or 

allocated in the form of stock dividends. 

Where investors of the Company that adopt 
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the equity accounting in respect of their 

investments in the Company are public 

companies, the investor shall set aside 

special profit/loss reserve for the amount 

according to their respective shareholding; 

 

ii) The Supervisors shall undertake measures 

in compliance with Article 218 of the 

Company Law; 

 

iii) The Shareholders’ Meeting shall be 

informed of measures under items i) and ii) 

hereinabove, with details of the transaction 

to be disclosed in the Company's annual 

report or prospectus. 

 

g) Where the Company has set aside a special 

reserves under preceding paragraph may not 

utilize the special reserve until it has recognized 

a loss on decline in market value of the assets it 

purchased at premium, or they have been 

disposed of, or adequate compensation had 

been made, or status quo ante has been 

restored, or there is other evidence confirming 

that there was nothing unreasonable about the 

transaction, and FSC has given its consent. 

h) When the Company obtains real property from a 

related party, it shall also comply with the 

provisions of the preceding paragraph (f) and 

(g) if there is other evidence indicating that the 

acquisition was not an arm’s- length transaction. 

 

4) The deciding procedure and the units responsible 

for implementation about the degree of authority 

delegated, 

 

Prior to the acquisition or disposal of business-use 

machinery and equipment between the Company and 

its subsidiaries, the Accounting Department shall 

firstly submit the Board of Directors the relevant 

information for approval before undertaking the said 

transaction. The Chairman shall have the authority to 

approve/disapprove investments which amount is 

below NT$ 300 million. In any case, the said 

transactions shall be submitted to the immediate 

following meeting of the Board of Directors for 

ratification. 

the equity accounting in respect of their 

investments in the Company are public 

companies, the investor shall set aside 

special profit/loss reserve for the amount 

according to their respective shareholding; 

 

ii) The Supervisors shall undertake measures 

in compliance with Article 218 of the 

Company Law; 

 

iii) The Shareholders’ Meeting shall be 

informed of measures under items i) and ii) 

hereinabove, with details of the transaction 

to be disclosed in the Company's annual 

report or prospectus. 

 

g) Where the Company has set aside a special 

reserves under preceding paragraph may not 

utilize the special reserve until it has recognized 

a loss on decline in market value of the assets it 

purchased at premium, or they have been 

disposed of, or adequate compensation had 

been made, or status quo ante has been 

restored, or there is other evidence confirming 

that there was nothing unreasonable about the 

transaction, and FSC has given its consent. 

h) When the Company obtains real property from a 

related party, it shall also comply with the 

provisions of the preceding paragraph (f) and 

(g) if there is other evidence indicating that the 

acquisition was not an arm’s- length transaction. 

 

 

 

 

 

 

Article 9 Acquisition of Club Membership or Intangible Assets 

1) Evaluation and Process 

a) Acquisition or disposition of club memberships 

Acquisition of Club Membership or Intangible Assets 

1) Evaluation and Process 

a) Acquisition or disposition of club memberships 
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shall be by way of suggestions in respect of 

transaction conditions and prices, taking into 

consideration fair market price, and compiled 

into analysis report. Where the transaction is 

NT$ 3 million or below, the said analysis report 

shall be submitted to the General Manager for 

approval before submitting to the Board of 

Directors at the immediate following meeting 

for review. Where the transaction is above 

NT$ 3 million, the approval of the Board of 

Directors shall be required before proceeding 

with the same. 

 

b) Acquisition or disposition of intangible assets 

shall be by way of suggestions in respect of 

transaction conditions and prices, taking into 

consideration expert's valuation report or fair 

market price, and compiled into analysis 

reports for approval by the Board of Directors 

before proceeding with the same. 

 

2) Expert's Valuation Report on Club Membership or 

Intangible Assets 

a) Expert's valuation report shall be required in 

the case of acquisition or disposition of 

intangible assets. 

 

b) Where the transaction amount for acquisition 

or disposition of club membership or intangible 

assets exceeds twenty per cent (20%) of the 

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

accountants shall, prior to the date of 

occurrence of the event, be engaged to provide 

an opinion with respect to the fairness of the 

transaction price; the said accountants shall 

undertake the same in conformity with Auditing 

Standards No. 20 promulgated by the ARDF. 

 

c) Where the club membership or intangible 

assets are acquired or disposed by way of 

judicial auctions, documentary proof furnished 

by the courts may replace valuation reports or 

accountants' opinions. 

 

3) Implementation 

The Company may only proceed with the acquisition 

or disposition of club membership or intangible assets 

after the Accounting Department has submitted its 

application for approval in accordance with item 1) 

hereunder. 

shall be by way of suggestions in respect of 

transaction conditions and prices, taking into 

consideration fair market price, and compiled 

into analysis report. Where the transaction is 

NT$ 3 million or below, the said analysis report 

shall be submitted to the General Manager for 

approval before submitting to the Board of 

Directors at the immediate following meeting 

for review. Where the transaction is above 

NT$ 3 million, the approval of the Board of 

Directors shall be required before proceeding 

with the same. 

 

b) Acquisition or disposition of intangible assets 

shall be by way of suggestions in respect of 

transaction conditions and prices, taking into 

consideration expert's valuation report or fair 

market price, and compiled into analysis 

reports for approval by the Board of Directors 

before proceeding with the same. 

 

2) Expert's Valuation Report on Club Membership or 

Intangible Assets 

a) Expert's valuation report shall be required in 

the case of acquisition or disposition of 

intangible assets. 

 

b) Where the transaction amount for acquisition 

or disposition of club membership or intangible 

assets exceeds twenty per cent (20%) of the 

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

accountants shall be engaged to provide an 

opinion with respect to the fairness of the 

transaction price; the said accountants shall 

undertake the same in conformity with Auditing 

Standards No. 20 promulgated by the ARDF. 

 

 

c) Where the club membership or intangible 

assets are acquired or disposed by way of 

judicial auctions, documentary proof furnished 

by the courts may replace valuation reports or 

accountants' opinions. 

 

3) Implementation 

The Company may only proceed with the acquisition 

or disposition of club membership or intangible assets 

after the Accounting Department has submitted its 

application for approval in accordance with item 1) 

hereunder. 
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Article 9-1 The calculation of transaction amount refer to Article 

6, Article7, Article 8 1) and Article9 shall be done in 

accordance with Article 12 1) f) herein, and "within the 

preceding year" as used herein refers to the year 

preceding the date of occurrence of the current 

transaction. Items for which an appraisal report from a 

professional appraiser or a CPA's opinion has been 

obtained need not be counted toward the transaction 

amount. 

 

The calculation of transaction amount refer to Article 8 

2) shall be done in accordance with Article 12 1) f) 

herein, and "within the preceding year" as used herein 

refers to the year preceding the date of occurrence of 

the current transaction. Items that have been 

approved by the board of directors and recognized by 

the supervisors need not be counted toward the 

transaction amount. 

 

Article 11 Mergers, Demergers, Acquisitions or Transfer of 

Shareholding 

1) Evaluation and Process 

a) The Company shall, prior to the Board of 

Directors' meeting to approve propose mergers, 

demergers, acquisitions or transfer of 

shareholding by way of its resolution, require 

the Accounting Department to seek opinions 

from accountants, lawyers or securities 

underwriters in respect of the share swap ratio, 

acquisition price or distribution of cash to 

shareholders or the propriety for other assets, 

the said opinions to be forwarded to the Board 

of Directors for their discussion. 

 

b) Public companies involved in the merger, 

demerger or acquisition shall, prior to their 

respective Shareholders’ Meeting, compile 

public documents addressed to their 

shareholders, which documents shall set out 

the key contractual terms of the said merger, 

demerger or acquisition as well as relevant 

issues including experts' opinions 

abovementioned as reference, forwarded to 

their shareholders along with the notices of 

Shareholders’ Meeting to vote for or against the 

said merger, demerger or acquisition. Without 

prejudice to the aforesaid, it shall not apply 

where pursuant to other laws and regulations, 

shareholders' resolutions are not required in 

respect of mergers, demergers or mergers. 

 

Mergers, Demergers, Acquisitions or Transfer of 

Shareholding 

1) Evaluation and Process 

a) The Company shall, prior to the Board of 

Directors' meeting to approve propose mergers, 

demergers, acquisitions or transfer of 

shareholding by way of its resolution, require 

the Accounting Department to seek opinions 

from accountants, lawyers or securities 

underwriters in respect of the share swap ratio, 

acquisition price or distribution of cash to 

shareholders or the propriety for other assets, 

the said opinions to be forwarded to the Board 

of Directors for their discussion. 

 

b) Public companies involved in the merger, 

demerger or acquisition shall, prior to their 

respective Shareholders’ Meeting, compile 

public documents addressed to their 

shareholders, which documents shall set out 

the key contractual terms of the said merger, 

demerger or acquisition as well as relevant 

issues including experts' opinions 

abovementioned as reference, forwarded to 

their shareholders along with the notices of 

Shareholders’ Meeting to vote for or against the 

said merger, demerger or acquisition. Without 

prejudice to the aforesaid, it shall not apply 

where pursuant to other laws and regulations, 

shareholders' resolutions are not required in 

respect of mergers, demergers or mergers. 
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c) Where there is insufficient quorum, votes or 

other legal restrictions for convening 

Shareholders’ Meetings of any of the 

companies involved in the merger, demerger or 

acquisition, such that the Shareholders’ 

Meeting or resolutions cannot be convened or 

passed or where the proposal has been voted 

against, the said companies shall immediately 

publicly disclose the occurrence, reasons, 

subsequent measures and projected dates for 

Shareholders’ Meetings. 

 

2) Other Issues of Note 

 

a) Dates of Board of Directors' meeting and 

Shareholders’ Meeting: A company 

participating in a merger, demerger, or 

acquisition shall convene a board of directors 

meeting and shareholders meeting on the day 

of the transaction to resolve matters relevant to 

the merger, demerger, or acquisition, unless 

another act provides otherwise or the 

Competent Authorities is notified in advance of 

extraordinary circumstances and grants 

consent. A company participating in a transfer 

of shares shall call board of directors meeting 

on the day of the transaction, unless another 

act provides otherwise or the Competent 

Authorities is notified in advance of 

extraordinary circumstances and grants 

consent.  

 

When participating in a merger, demerger, 

acquisition, or transfer of another company’s 

shares, the Company shall prepare a full 

written record of the following information and 

retain it for five (5) years for reference: 

 

i) 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 in the 

planning or implementation of any 

merger, demerger, acquisition, or 

transfer of another company’s shares 

prior to disclosure of the information. 

 

ii) Date of material events: Including the 

signing of any letter of intent or 

c) Where there is insufficient quorum, votes or 

other legal restrictions for convening 

Shareholders’ Meetings of any of the 

companies involved in the merger, demerger or 

acquisition, such that the Shareholders’ 

Meeting or resolutions cannot be convened or 

passed or where the proposal has been voted 

against, the said companies shall immediately 

publicly disclose the occurrence, reasons, 

subsequent measures and projected dates for 

Shareholders’ Meetings. 

 

2) Other Issues of Note 

 

a) Dates of Board of Directors' meeting and 

Shareholders’ Meeting: A company 

participating in a merger, demerger, or 

acquisition shall convene a board of directors 

meeting and shareholders meeting on the day 

of the transaction to resolve matters relevant to 

the merger, demerger, or acquisition, unless 

another act provides otherwise or the 

Competent Authorities is notified in advance of 

extraordinary circumstances and grants 

consent. A company participating in a transfer 

of shares shall call board of directors meeting 

on the day of the transaction, unless another 

act provides otherwise or the Competent 

Authorities is notified in advance of 

extraordinary circumstances and grants 

consent.  

 

When participating in a merger, demerger, 

acquisition, or transfer of another company’s 

shares, the Company shall prepare a full 

written record of the following information and 

retain it for five (5) years for reference: 

 

i) 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 in the 

planning or implementation of any 

merger, demerger, acquisition, or 

transfer of another company’s shares 

prior to disclosure of the information. 

 

ii) Date of material events: Including the 

signing of any letter of intent or 
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memorandum of understanding, the 

hiring of a financial or legal advisor, the 

execution of a contract, and the 

convening of a board of directors 

meeting. 

 

iii) Important documents and minutes: 

Including merger, demerger, acquisition, 

and share transfer plans, any letter of 

intent or memorandum of 

understanding, material contracts, and 

minutes of board of directors meetings.  

 

When participating in a merger, 

demerger, acquisition, or transfer of 

another company’s shares, the 

Company shall, within two (2) days 

commencing immediately 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 

information set out at preceding 

paragraph “basic identification data for 

personnel” and “Date of material 

events” to the Competent Authorities 

for recordation. 

 

Where any of the companies participating 

in a merger, demerger, acquisition, or 

transfer of another company’s shares is 

neither listed on an exchange nor has its 

shares traded on an OTC market, the 

Company shall sign an agreement with 

such company whereby the later is 

required to abide by the previous 

provisions. 

 

b) Undertaking to maintain confidentiality prior to 

public disclosure: All persons involved in or 

aware of the proposals relating to the merger, 

demerger or acquisition of their companies or 

transfer of shareholding shall furnish in writing 

their undertaking to maintain confidentiality, 

and shall not, prior to the information being 

publicly disclosed, not disclose the contents of 

the said proposal, or on their own names or in 

the names of other persons, trade in the shares 

and other securities of an equity nature, of all 

the companies involved in the said merger, 

memorandum of understanding, the 

hiring of a financial or legal advisor, the 

execution of a contract, and the 

convening of a board of directors 

meeting. 

 

iii) Important documents and minutes: 

Including merger, demerger, acquisition, 

and share transfer plans, any letter of 

intent or memorandum of 

understanding, material contracts, and 

minutes of board of directors meetings.  

 

When participating in a merger, 

demerger, acquisition, or transfer of 

another company’s shares, the 

Company shall, within two (2) days of 

passage of a resolution by the board of 

directors, report (in the prescribed 

format and via the Internet-based 

information system) the information set 

out at preceding paragraph “basic 

identification data for personnel” and 

“Date of material events” to the 

Competent Authorities for recordation. 

 

 

 

Where any of the companies participating 

in a merger, demerger, acquisition, or 

transfer of another company’s shares is 

neither listed on an exchange nor has its 

shares traded on an OTC market, the 

Company shall sign an agreement with 

such company whereby the later is 

required to abide by the previous 

provisions. 

 

b) Undertaking to maintain confidentiality prior to 

public disclosure: All persons involved in or 

aware of the proposals relating to the merger, 

demerger or acquisition of their companies or 

transfer of shareholding shall furnish in writing 

their undertaking to maintain confidentiality, 

and shall not, prior to the information being 

publicly disclosed, not disclose the contents of 

the said proposal, or on their own names or in 

the names of other persons, trade in the shares 

and other securities of an equity nature, of all 

the companies involved in the said merger, 
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demerger, acquisition or transfer of 

shareholding. 

 

c) Principles regarding determination of and 

amendment to share-swap ratio or acquisition 

price: Except under the following 

circumstances, which circumstances shall be 

also stipulated in the contracts for merger, 

demerger, acquisition or shareholding transfer 

for the purposes of variations to the terms 

therein, the Company shall not change the 

share swap ratio or acquisition price: 

 

i) Increase in share capital by way of new 

issues; issuance of convertible bonds; 

distribution of stock dividends without 

consideration; issuance of corporate bonds 

attached with warrants; issuance of special 

shares attached with warrants; issuance of 

warrants or other securities of equity nature; 

 

ii) Disposal of the Company's major assets 

such that the Company's finances and 

businesses will be affected; 

 

iii) Occurrence of major disasters and major 

transformation in technology such that the 

shareholders' equity or the price of its stock 

will be affected; 

 

iv) Adjustments by any of the companies 

involved in the said merger, demerger, 

acquisition or shareholding transfer resulting 

from treasury stock in accordance with law; 

 

v) Changes in the corporate entity or number 

of companies involved in the said merger, 

demerger, acquisition or shareholding 

transfer; and 

 

vi) Other terms stipulated in the contracts as 

being variable, and which have already been 

publicly disclosed. 

 

d) Items to be stipulated in the contracts: Other 

than in conformity with Article 317-1 of the 

Company Law and Article 22 of Corporate 

Merger and Acquisition Act, the contracts for 

merger, demerger, acquisition or shareholding 

transfer shall stipulate the following items: 

demerger, acquisition or transfer of 

shareholding. 

 

c) Principles regarding determination of and 

amendment to share-swap ratio or acquisition 

price: Except under the following 

circumstances, which circumstances shall be 

also stipulated in the contracts for merger, 

demerger, acquisition or shareholding transfer 

for the purposes of variations to the terms 

therein, the Company shall not change the 

share swap ratio or acquisition price: 

 

i) Increase in share capital by way of new 

issues; issuance of convertible bonds; 

distribution of stock dividends without 

consideration; issuance of corporate bonds 

attached with warrants; issuance of special 

shares attached with warrants; issuance of 

warrants or other securities of equity nature; 

 

ii) Disposal of the Company's major assets 

such that the Company's finances and 

businesses will be affected; 

 

iii) Occurrence of major disasters and major 

transformation in technology such that the 

shareholders' equity or the price of its stock 

will be affected; 

 

iv) Adjustments by any of the companies 

involved in the said merger, demerger, 

acquisition or shareholding transfer resulting 

from treasury stock in accordance with law; 

 

v) Changes in the corporate entity or number 

of companies involved in the said merger, 

demerger, acquisition or shareholding 

transfer; and 

 

vi) Other terms stipulated in the contracts as 

being variable, and which have already been 

publicly disclosed. 

 

d) Items to be stipulated in the contracts: Other 

than in conformity with Article 317-1 of the 

Company Law and Article 22 of Corporate 

Merger and Acquisition Act, the contracts for 

merger, demerger, acquisition or shareholding 

transfer shall stipulate the following items: 
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i) Measures for breach of contract; 

 

ii) Principles for handling shares or securities 

of an equity nature that have been issued by 

extinguished companies as a result of 

merger or companies prior to their demerger 

or shares that have been acquired following 

a buyback program; 

 

iii) The principles for handling treasury stock by 

the companies involved and the quantity 

associated therewith in accordance with law 

subsequent to the record date on which the 

share-swap ratio is set; 

 

iv) Measures to be taken where there are 

changes in the corporate entity or number of 

companies involved; 

 

v) Projected progress of implementation of 

proposal and projected completion date; 

 

vi) Where the proposal could not be completed 

in time, the relevant measures to be taken 

such as the date of Shareholders’ Meeting to 

be convened in accordance with law. 

 

e) Where, following the public disclosure of 

information relating to the merger, demerger, 

acquisition or shareholding transfer, any of the 

companies involved proposes to undergo 

merger, demerger, acquisition or shareholding 

transfer with other companies, the completed 

processes or legal proceeding relating to the 

original merger, demerger, acquisition or 

shareholding transfer shall be re-instituted by all 

of the companies involved (re-acted upon), 

except where there is a reduction in the number 

of companies involved, and the Shareholders’ 

Meeting had resolved and authorized the Board 

of Directors to undertake variations, in which 

case the companies involved shall not be 

required to convene another Shareholders’ 

Meeting for new resolutions. 

 

f) Where the companies involved in the merger, 

demerger, acquisition or shareholding transfer 

are not public companies, the Company shall 

execute contracts with the same, and shall 

 

i) Measures for breach of contract; 

 

ii) Principles for handling shares or securities 

of an equity nature that have been issued by 

extinguished companies as a result of 

merger or companies prior to their demerger 

or shares that have been acquired following 

a buyback program; 

 

iii) The principles for handling treasury stock by 

the companies involved and the quantity 

associated therewith in accordance with law 

subsequent to the record date on which the 

share-swap ratio is set; 

 

iv) Measures to be taken where there are 

changes in the corporate entity or number of 

companies involved; 

 

v) Projected progress of implementation of 

proposal and projected completion date; 

 

vi) Where the proposal could not be completed 

in time, the relevant measures to be taken 

such as the date of Shareholders’ Meeting to 

be convened in accordance with law. 

 

e) Where, following the public disclosure of 

information relating to the merger, demerger, 

acquisition or shareholding transfer, any of the 

companies involved proposes to undergo 

merger, demerger, acquisition or shareholding 

transfer with other companies, the completed 

processes or legal proceeding relating to the 

original merger, demerger, acquisition or 

shareholding transfer shall be re-instituted by all 

of the companies involved (re-acted upon), 

except where there is a reduction in the number 

of companies involved, and the Shareholders’ 

Meeting had resolved and authorized the Board 

of Directors to undertake variations, in which 

case the companies involved shall not be 

required to convene another Shareholders’ 

Meeting for new resolutions. 

 

f) Where the companies involved in the merger, 

demerger, acquisition or shareholding transfer 

are not public companies, the Company shall 

execute contracts with the same, and shall 
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furthermore be in compliance with items a), b) 

and e) herein 

furthermore be in compliance with items a), b) 

and e) herein 

Article 12 Procedure for Public Disclosure of Information 

 

1) Items to be publicly disclosed and standard for 

public disclosure and report 

 

a) 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 percent or more of paid-in capital, 10 

percent or more of the company's total assets, or 

NT$300 million or more; provided, this shall not 

apply to trading of government bonds or bonds 

under repurchase and resale agreements. 

 

 

 

b) Undertaking merger, demerger, merger or 

shareholding transfer; 

 

c) Loss in derivative trade in an amount 

exceeding the limits for all trades or individual 

trade as stipulated in Article 10 1) f); 

d) Transactions relating to assets other than 

those stipulated hereinabove or investments in 

the mainland China area, where their 

transaction amounts reach twenty per cent 

(20%) of the Company's paid-in capital or equal 

or greater than NT$ 300 million, with the 

following exceptions: 

 

i) Sale and purchase of government bonds; 

 

ii) Sale and purchase of bonds with call or put 

options; 

 

iii) The assets so acquired or disposed are 

equipments for business purposes and in 

which the counterparties are not related 

parties, and that the transaction amount 

less than NT$ 500 million;  

 

iv) Real property obtained by way of entrusted 

construction on own land, engaging others 

to build on rented land, division of property 

or profits deriving from sale of property 

following joint-development, where the 

projected amount to be invested in the 

Procedure for Public Disclosure of Information 

 

1) Items to be publicly disclosed and standard for 

public disclosure and report 

 

a) Real property obtained from related parties; 

 

 

 

 

 

 

 

 

 

b) Undertaking investments in the Mainland; 

 

c) Undertaking merger, demerger, merger or 

shareholding transfer; 

 

d) Loss in derivative trade in an amount 

exceeding the limits for all trades or individual 

trade as stipulated in Article 10 1) f);  

e) Transactions relating to assets other than 

those stipulated hereinabove, where their 

transaction amounts reach twenty per cent 

(20%) of the Company's paid-in capital or equal 

or greater than NT$ 300 million, with the 

following exceptions: 

 

 

i) Sale and purchase of government bonds; 

 

ii) Sale and purchase of bonds with call or put 

options; 

 

iii) The assets so acquired or disposed are 

equipments for business purposes and in 

which the counterparties are not related 

parties, and that the transaction amount 

less than NT$ 500 million;  

 

iv) Real property obtained by way of entrusted 

construction on own land, division of 

property or profits deriving from sale of 

property following joint-development, 

where the projected amount to be invested 

in the transaction less than NT$ 500 
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transaction less than NT$ 500 million; 

 

e) The calculation of transaction amount for a),to 

d) above as follows: 

i) Each single transaction amount; 

 

ii) Cumulative amount for transactions with 

the same counterparty within one (1) year 

or acquisition or disposal of subject 

matters of similar nature; 

 

iii) Cumulative amount for acquisition or 

disposition (separate accounting for 

cumulative amounts in respect of 

acquisitions and disposals) of real 

property under the same development 

project within one (1) year; 

 

iv) Cumulative amount for acquisition or 

disposition (separate accounting for 

cumulative amounts in respect of 

acquisitions and disposals) of the same 

securities within one (1) year. 

     f) "Within the preceding year" as used in e) 

refers to the year preceding the date of 

occurrence of the current transaction. Items 

duly announced in accordance with these 

Regulations need not be counted toward the 

transaction amount. 

2) Time Limit for Public Announcement and Reports 

Public announcement and submission of report 

in respect of acquisition or disposition of assets 

by the Company under items a) to d) above, shall 

be undertaken within two (2) days of 

commencing immediately from the date of 

occurrence of the event. 

 

 

3) Procedure for Public Announcement 

 

a) The Company shall undertake public 

announcement and report at the web-site 

appointed by the FSC; 

 

b) The Company shall on a monthly basis, and 

before the 10th day of each month, enter at 

the information and reporting web-site 

appointed by the FSC, all derivative trades 

undertaken for the preceding month by the 

Company and its non-public subsidiaries; 

million; 

 

f) The calculation of transaction amount for e) 

above as follows: 

i) Each single transaction amount; 

 

ii) Cumulative amount for transactions with 

the same counterparty within one (1) year 

or acquisition or disposal of subject 

matters of similar nature; 

 

iii) Cumulative amount for acquisition or 

disposition (separate accounting for 

cumulative amounts in respect of 

acquisitions and disposals) of real 

property under the same development 

project within one (1) year; 

 

iv) Cumulative amount for acquisition or 

disposition (separate accounting for 

cumulative amounts in respect of 

acquisitions and disposals) of the same 

securities within one (1) year. 

 

 

 

 

 

 

2) Time Limit for Public Announcement and Reports 

Public announcement and submission of report 

in respect of acquisition or disposition of assets 

by the Company under items a) to e) above, shall 

be undertaken within two (2) days of the event. 

 

 

 

 

3) Procedure for Public Announcement 

 

a) The Company shall undertake public 

announcement and report at the web-site 

appointed by the FSC; 

 

b) The Company shall on a monthly basis, and 

before the 10th day of each month, enter at 

the information and reporting web-site 

appointed by the FSC, all derivative trades 

undertaken for the preceding month by the 

Company and its non-public subsidiaries; 
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c) Where there are errors and omissions for which 

corrections are required in the Company's 

public announcement and reports in 

conformity with regulations, the Company 

shall cause all of the items to be re-published;  

 

d) Where any of the following events has 

occurred following the Company's public 

announcement and reports in respect of its 

transactions pursuant to regulations, the 

Company shall within two (2) days of 

commencing immediately from the date of 

occurrence of the said events undertake 

public announcement and report in respect of 

the relevant information at the web-site 

appointed by FSC: 

 

i) Amendment, termination or cancellation of 

the contracts relating to the original 

transaction; 

 

ii) Failure of merger, demerger, acquisition or 

shareholding transfer to be completed at 

the prescribed dates. 

 

iii) Change to the originally publicly 

announced and reported information. 

 

4) Format of Pubic Announcement 

 

The matters to be announced and the format for public 

announcement by the Company in respect of 

acquisition or disposition of assets pursuant to these 

Procedures shall be as those in Appendix from the 

Regulations Governing the Acquisition and Disposal 

of Assets by Public Companies. 

 

c) Where there are errors and omissions for which 

corrections are required in the Company's 

public announcement and reports in 

conformity with regulations, the Company 

shall cause all of the items to be re-published;  

 

d) Where any of the following events has 

occurred following the Company's public 

announcement and reports in respect of its 

transactions pursuant to regulations, the 

Company shall within two (2) days of the said 

events undertake public announcement and 

report in respect of the relevant information at 

the web-site appointed by FSC: 

 

 

 

i) Amendment, termination or cancellation of 

the contracts relating to the original 

transaction; 

 

ii) Failure of merger, demerger, acquisition or 

shareholding transfer to be completed at 

the prescribed dates. 

 

 

 

 

4) Format of Pubic Announcement 

 

The matters to be announced and the format for public 

announcement by the Company in respect of 

acquisition or disposition of assets pursuant to these 

Procedures shall be as those in Appendix from the 

Regulations Governing the Acquisition and Disposal 

of Assets by Public Companies. 

Article 14 Subsidiaries of the Company shall comply with the 

following:  

 

1) The subsidiaries shall also formulate and 

implement their respective "Procedures for 

Acquisition or Disposition of Assets" in accordance 

with the provisions of "Regulations Governing 

Acquisition or Disposition of Assets by Public 

Companies", after the approval of their respective 

Board of Directors and Shareholders’ Meeting, a 

copy of the said procedure shall be submitted to the 

accounting department of the Company and the 

subsidiary shall be listed and summarized by the 

Subsidiaries of the Company shall comply with the 

following:  

 

1) The subsidiaries shall also formulate their 

respective "Procedures for Acquisition or 

Disposition of Assets" in accordance with the 

provisions of "Regulations Governing Acquisition or 

Disposition of Assets by Public Companies", after 

the approval of their respective Board of Directors 

and Shareholders’ Meeting, a copy of the said 

procedure shall be submitted to the accounting 

department of the Company and the subsidiary 

shall be listed and summarized by the accounting 

http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
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accounting department of the Company to the 

Company’s Board of Directors for approval. The 

aforesaid shall also apply to amendments to the 

said procedures. 

 

2) The Board of Directors of the respective 

subsidiaries shall formulate the limits in respect of 

the said subsidiaries' acquisition of real property 

that are not for business use or the aggregate 

amount of securities or individual securities it may 

invest. 

 

3) The subsidiaries of the Company shall on their own 

examine whether the Procedure of acquisition or 

disposition of assets formulated by them conform 

with the provisions of “ Regulations Governing the 

Acquisition and Disposal of Assets by Public 

Companies”, and the relative matters in respect of 

the acquisition or disposition of assets conform with 

the Procedure of acquisition or disposition of assets 

formulated by them. The Auditing Office of the 

Company shall reexamine the reports of the 

subsidiaries. 

 

4) Where the subsidiaries are not local public 

companies, the Company shall undertake the 

public announcement and report in respect of the 

said subsidiaries' acquisition or disposal of assets, 

where the same are required to be disclosed 

pursuant to the provisions of "Regulations 

Governing Acquisition or Disposition of Assets by 

Public Companies". 

 

5) For public announcement and reports of 

subsidiaries, "twenty per cent (20%) of the companies' 

paid-in capital or ten percent (10%) of the total assets 

" shall mean the paid-in capital or total assets of the 

Company. 

department of the Company to the Company’s 

Board of Directors for approval. The aforesaid shall 

also apply to amendments to the said procedures. 

 

 

2) The Board of Directors of the respective 

subsidiaries shall formulate the limits in respect of 

the said subsidiaries' acquisition of real property 

that are not for business use or the aggregate 

amount of securities or individual securities it may 

invest. 

 

3) The subsidiaries of the Company shall on their own 

examine whether the Procedure of acquisition or 

disposition of assets formulated by them conform 

with the provisions of “ Regulations Governing the 

Acquisition and Disposal of Assets by Public 

Companies”, and the relative matters in respect of 

the acquisition or disposition of assets conform with 

the Procedure of acquisition or disposition of assets 

formulated by them. The Auditing Office of the 

Company shall reexamine the reports of the 

subsidiaries. 

 

4) Where the subsidiaries are not local public 

companies, the Company shall undertake the 

public announcement and report in respect of the 

said subsidiaries' acquisition or disposal of assets, 

where the same are required to be disclosed 

pursuant to the provisions of "Regulations 

Governing Acquisition or Disposition of Assets by 

Public Companies". 

 

5) For public announcement and reports of 

subsidiaries, "twenty per cent (20%) of the companies' 

paid-in capital or ten percent (10%) of the total assets 

" shall mean the paid-in capital or total assets of the 

Company. 

Article 16 Following the approval by the Board of Directors of 

these Procedures, the same shall be forwarded to the 

respective Supervisors and shall furthermore be 

submitted for approval at the Shareholders’ Meeting. 

The same procedure shall apply in the case of 

amendments. The directors' dissents recorded in the 

meeting minutes or written statements shall also be 

forwarded by the Company to the Supervisors. 

 

Where the position of independent director has been 

created by the Company, when a matter is submitted 

for discussion by the board of directors pursuant to the 

Following the approval by the Board of Directors of 

these Procedures, the same shall be forwarded to the 

respective Supervisors and shall furthermore be 

submitted for approval at the Shareholders’ Meeting. 

The same procedure shall apply in the case of 

amendments. The directors' dissents recorded in the 

meeting minutes or written statements shall also be 

forwarded by the Company to the Supervisors. 

http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
http://eng.selaw.com.tw/FLAWDAT01.asp?lsid=FL021987
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preceding paragraph, the board of directors shall take 

into full consideration each independent director's 

opinions. If an independent director objects to or 

expresses reservations about any matter, it shall be 

recorded in the minutes of the board of directors 

meeting 

Note *In case of any discrepancy between this English translation and the Chinese text of 
this document, the Chinese text shall prevail. 

 
 
 
 

4. Proposal to re-elect the Company’s Directors/Supervisors. 

The Board of Directors proposes and recommends that each shareholder votes FOR the 

re-election of the Company’s Directors/Supervisors.      

Board of Directors proposes 

 Explanatory Notes: 

 

(1) Pursuant to the Article 17 and Article 18 of the Company’s Articles of Incorporation, 

there shall be 7 to 9 Directors and 2 Supervisors of the Company, who are elected 

and appointed from the persons with legal capacity at the shareholders’ meeting. 

The Independent Directors shall include not less than two members of Independent 

Director and not less than one-fifth of total number of Directors. The Company shall 

adopt a candidate nomination system for election of the Independent Directors, 

and the shareholders shall elect the Directors from among the nominees listed in 

the slate of the Director candidates. The respective appointments of Directors and 

Supervisors are for a period of 3 years. They may be reappointed following their 

re-election. 

(2) The Company’s Directors of 15th term and Supervisors of 18th term were elected in 

the general shareholders’ meeting on June 12, 2009. The term of office for the 

Directors/Supervisors will expire on June 11, 2012. Therefore, the 

Directors/Supervisors shall re-elect in the general shareholders’ meeting in 2012 in 

accordance with Article 18 of the Company’s Articles of Incorporation. 

(3) The Company proposes to elect 7 Directors including 2 Independent Directors and 

2 Supervisors. The term of office for the Directors/Supervisors will be from June 21, 

2012 to June 20, 2015. 

(4) Pursuant to relative provisions, the Board of Directors or a shareholder holding one 

percent or more of the total number of issued shares of the Company may present 

a slate of Independent Director Candidates. The period for receiving nominations 

of Independent Director Candidates will be from April 13, 2012 to April 23, 2012. 
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During the period, the Company received two Independent Director Candidates 

nominated by the Company’s shareholder, Far Eastern New Century Corporation, 

and these two Director candidates will be submitted for discussion by the 16th 

meeting of 15th term of Board of Directors. After the Board of Directors reviewed 

the qualifications of these two Director candidates, all candidates so nominated are 

qualified Independent Director Candidates, The Company announces the slate of 

Independent Director Candidates in accordance with relative provisions. 

(5) Please approve the proposed resolutions. 
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The slate of Independent Director Candidates 
Nominee Education Experience Present position Shareholding 

CHIEN 
YOU 
HSIN 
  
 

Ph.D., Aeronautics 

and Astronautics, 

New York University, 

USA. 

 

Bachelor of 

Mechanical 

Engineering, 

National Taiwan 

University. 

 

The first Minister, Department of the Environmental 

Protection Administration, Executive Yuan, R.O.C. 

(Taiwan) 

 

Minister, Ministry of Transportation and 

Communications 

 

Minister, Ministry of Foreign Affairs 

 

Senior Advisor, National Security Council 

 

Representative, Taipei Representative office in the 

U.K. 

 

National Policy Advisor, Office of the President, 

R.O.C. (Taiwan) 

 

Deputy Secretary General , Office of the President, 

R.O.C. (Taiwan) 

 

Legislator, Legislative Yuan (Member of Parliament) 

 

Chairman, International Cooperation and 

Development Fund 

 

Program Advisors, European Bank for 

Reconstruction and Development 

 

Professor and Dean, College of Engineering, 

Tamkang University 

Chairman, Taiwan Institute for Sustainable 

Energy 

Chairman, Taiwan Institute for Climate change 

and Energy 

 

 

0 
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Nominee Education Experience Present position Shareholding 

EDWARD 
YUNG 
DO WAY 

 

Bachelor of 
Commerce in 
Accounting, 
Soochow University 
 
MBA, University of 
Georgia 
 
CPA (Taiwan) 
 
 
CPA (Georgia, USA) 
 
Certified Internal 
Auditor (CIA, USA) 

1972–1978 University System of Georgia 

 Accounting Manager, Armstrong State College, 

Savannah 

 Acting Director of Internal Audit, Board of 

Regents 

 

1979-1981 Deloitte Haskins & Sells, Atlanta 

 Senior Auditor,  

1981-2002 T N Song & Co (member of Arthur 

Anderson) 

 Auditor Division Head 

 Chairman & CEO 

 Audit Managing Partner, Greater China 

2003-2007 Deloitte Taiwan 

 Managing Partner & CEO 

 Director, Deloitte Global Board 

 Director, Deloitte Greater China Board 

 CEO Emeritus 

Chairman, United Way of Taiwan, R.O.C. 

Director, The Child Welfare League Foundation 

President, Yong Qin Xing Ye Limited Co. 
 
Independent Director, DelSolar Co., Ltd.. 
 
Independent Director, Apex Biotechnology 
Corp.  
 
Supervisor, Sercomm Corp. 
    
Supervisor, Chilisin Electronics Corp.  
 
Independent Director, Citibank Taiwan Ltd. 
 
Director, Vanguard International Semiconductor 
Corp. 
 
Director, MITAC International Corp. 
 
Director, Wowprime Corp.  

0 
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The list of the newly elected Company’s Directors and Supervisors with indication of votes 

received by each of them is as follows: 

Directors 

 

Shareholder 
Number 

Company Representative 
Votes 
Received 

000008  Douglas Tony Hsu 863,100,239 

136279 
Ding Ding Management 
Consultant Corporation 

Nancy Hsu 647,265,709 

000010 
Far Eastern New Century 
Corporation 

Alex Ro 597,122,556 

000010 
Far Eastern New Century 
Corporation 

Nicole Hsu 546,468,134 

005757 Asia Cement Corporation Jin Lin Liang 515,767,348 

A10214****  EDWARD YUNG DO WAY 482,150,014 

R10006****  CHIEN YOU HSIN 469,355,252 

 
Supervisors 

 

Shareholder 
Number 

Company Representative 
Votes 
Received 

160562 
Oriental Union Chemical 
Corporation 

Charles Wan 566,830,104 

111468 Yue-Li Investment Corporation Philby Chen 513,508,052 

5. Proposal to lift the restriction on non-competition of the Company’s directors as defined in 

Article 209 of the Company Law. 

The Board of Directors proposes and recommends that each shareholder votes FOR 

lifting the restriction on non-competition of directors as defined in Article 209 of the 

Company Law. 

Board of Directors proposes 

 Explanatory Notes: 

 

(1) According to Paragraph 1 of Article 209 of the Company Law, a director who 

performs any act 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 an act and secure its approval. 

(2) As the Company’s new directors might have invested in or managed other 
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companies engaged in the business identical with or similar to the Company’s and 

assumed the position of director or manager in the companies, we hereby ask the 

shareholders’ meeting to approve the relief of the Company’s restrictions on the 

non-competition of new directors and their representatives in accordance with 

Article 209 of the Company Law. 

 

Upon decision by the Chairman, the proposal was put through to vote. 

 

RESOLVED, that the above proposals be and hereby were approved as proposed. 

 

The number of share vote approval for the proposal was 585,763,968, which was 

64% of votes represented by the shareholders present. 

 

IV. Extemporary motion (None) 
 
 
V. Motion to Adjourn 
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FAR EASTERN DEPARTMENT STORES, LTD. 
 
BALANCE SHEETS 
DECEMBER 31, 2011 AND 2010 
(In Thousands of New Taiwan Dollars, Except Par Value) 

 
 
  2011  2010    2011  2010 

ASSETS  Amount  %  Amount  %  LIABILITIES AND STOCKHOLDERS’ EQUITY  Amount  %  Amount  % 
                   
CURRENT ASSETS          CURRENT LIABILITIES         

Cash    $ 566,057     1    $ 289,824     1  Short-term debts    $ 4,400,000     8    $ 3,150,000     6 
Available-for-sale financial assets - current      233,559     -     291,224     1  Short-term notes and bills payable      1,699,268     3     1,299,456     3 
Notes receivable     38,768     -     15,516     -  Notes and accounts payable     3,132,810     5     2,331,803     5 
Accounts receivable, net of allowance for doubtful accounts of $3,550           Related parties - accounts payable      82,106     -     61,385     - 
 thousand      432,266     1     181,765     -  Related parties - other payable     101,598     -     130,918     - 
Related parties - notes and accounts receivable     52,118     -     41,090     -  Income tax payable      38,262     -     198,220     - 
Related parties - other receivable     306,523     -     272,246     1  Other payables      3,837,025     7     1,000,890     2 
Other receivables     136,105     -     100,659     -  Advance receipts     1,679,299     3     1,541,631     3 
Inventories      372,957     1     207,597     -  Current portion of long-term borrowings      -     -     995,898     2 
Prepayments     323,090     1     262,435     -  Other current liabilities     855,765     1     744,721     2 
Deferred tax assets - current     4,024     -     30,654     -                       
Other current assets     17,363     -     15,004     -  Total current liabilities     15,826,133     27     11,454,922     23 

                                           
Total current assets     2,482,830     4     1,708,014     3  LONG-TERM LIABILITIES, NET OF CURRENT PORTION         

                      Bonds issued      4,616,958     8     2,200,000     4 
LONG-TERM INVESTMENTS          Long-term borrowings      9,696,646     17     9,220,000     19 

Investments accounted for by the equity method      19,356,620     33     18,884,849     38                       
Available-for-sale financial assets - noncurrent     2,577,430     5     2,682,262     6  Total long-term liabilities, net of current portion     14,313,604     25     11,420,000     23 
Financial assets carried at cost - noncurrent     62,570     -     102,540     -                       

                      RESERVES         
Total long-term investments     21,996,620     38     21,669,651     44  Reserve for land revaluation increment tax      508,719     1     508,719     1 

                                           
PROPERTIES          OTHER LIABILITIES         

Cost          Deposits received      40,632     -     37,949     - 
Land     6,995,873     12     4,318,667     9  Deferred tax liabilities - noncurrent     201,548     -     106,894     - 
Buildings and equipment     14,081,814     24     7,570,780     15  Deferred credits - gains on related-party transactions      11,366     -     11,366     - 
Furniture and equipment     5,815,882     10     3,418,045     7  Miscellaneous      -     -     14,589     - 

Total cost     26,893,569     46     15,307,492     31                       
Revaluation increment     1,408,269     3     1,408,269     3  Total other liabilities     253,546     -     170,798     - 
Cost and appreciation     28,301,838     49     16,715,761     34                       
Less:  Accumulated depreciation     5,270,671     9     4,857,633     10      Total liabilities     30,902,002     53     23,554,439     47 
     23,031,167     40     11,858,128     24                       
Construction in progress and prepayments for equipment     1,822,511     3     7,433,833     15  STOCKHOLDERS’ EQUITY         
Leasehold rights, net     7,584,367     13     5,971,805     12  Capital stock NT$10.00 par value         

                      Authorized - 1,750,000 thousand shares                     

Net properties     32,438,045     56     25,263,766     51  
Issued and outstanding - 1,317,192 thousand shares in 2011 and 

1,242,634          
                       thousand shares in 2010     13,171,921     23     12,426,341     25 
OTHER ASSETS          Capital surplus:         

Idle assets, net      567,439     1     574,918     1  Additional paid-in capital - share issuance in excess of par     2,175,718     4     2,175,718     4 
Refundable deposits      163,565     -     159,143     -  Treasury stock transactions     1,213,526     2     1,213,526     3 
Prepaid pension costs      245,449     1     215,728     1  Long-term investments     364,937     1     375,941     1 
Miscellaneous     45,127     -     6,398     -  Stock options     108,930     -     -     - 

                      Total capital surplus     3,863,111     7     3,765,185     8 
Total other assets     1,021,580     2     956,187     2  Retained earnings:         

                      Legal reserve     1,975,319     3     1,718,606     4 
          Special reserve     1,069,595     2     1,000,564     2 
          Unappropriated earnings     3,027,939     5     3,129,751     6 
          Total retained earnings     6,072,853     10     5,848,921     12 
          Other equity adjustments         
          Cumulative translation adjustments     (14,294 )     -     (374,215 )     (1 ) 
          Net loss not recognized as pension costs     (20,949 )     -     (8,300 )     - 
          Unrealized valuation gains on financial instruments     3,157,896     5     3,578,911     7 
          Unrealized asset revaluation increment     843,305     2     843,106     2 

          
Treasury stock - 7,511 thousand shares in 2011 and 7,086 thousand 

shares          
           in 2010     (36,770 )     -     (36,770 )     - 
          Total other equity adjustments     3,929,188     7     4,002,732     8 
                               
          Total stockholders’ equity     27,037,073     47     26,043,179     53 
                               
TOTAL    $ 57,939,075     100    $ 49,597,618     100  TOTAL    $ 57,939,075     100    $ 49,597,618     100 
 
 
The accompanying notes are an integral part of the financial statements. 
(With Deloitte & Touche audit report dated March 22, 2012) 
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FAR EASTERN DEPARTMENT STORES, LTD. 
 
STATEMENTS OF INCOME 
YEARS ENDED DECEMBER 31, 2011 AND 2010 
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 

 
  2011  2010 

  Amount  %  Amount  % 
REVENUES         

Sales    $27,339,765     99    $24,320,923     99 
Other operating revenues      300,884     1     282,195     1 

                     
Total revenues     27,640,649    100     24,603,118    100 

                     
COSTS         

Cost of goods sold      22,115,164     80     19,592,662     80 
Other operating costs      59,269     -     59,820     - 

                     
Total costs     22,174,433     80     19,652,482     80 

                     
GROSS PROFIT     5,466,216     20     4,950,636     20 
                     
OPERATING EXPENSES          

Selling     1,140,866     4     970,771     4 
General and administrative     3,135,861     11     2,995,888     12 

                     
Total operating expenses     4,276,727     15     3,966,659     16 

                     
OPERATING INCOME     1,189,489     5     983,977     4 
                     
NONOPERATING INCOME AND GAINS         

Equity in earnings of equity-method 
investees, net  

 
   1,148,081     4     1,669,760     7 

Dividend income     146,820     1     122,387     1 
Gain on disposal of investments, net     4,962     -     -     - 
Interest income     1,605     -     1,212     - 
Gain on disposal of property and idle assets, 

net  
 
   -     -     72,531     - 

Other income      98,475     -     97,335     - 
                     

Total nonoperating income and gains     1,399,943     5     1,963,225     8 
                     
NONOPERATING EXPENSES AND LOSSES         

Interest expense     79,401     1     50,913     - 
Impairment loss on financial assets carried 

at cost  
 
   38,500     -     12,470     - 

Impairment loss on idle assets      -     -     32,931     - 
Loss on disposal of property and idle assets, 

net  
 
   6,619     -     -     - 

Other expenses      78,662     -     83,883     1 
    (Continued) 
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FAR EASTERN DEPARTMENT STORES, LTD. 
 
STATEMENTS OF INCOME 
YEARS ENDED DECEMBER 31, 2011 AND 2010 
(In Thousands of New Taiwan Dollars, Except Earnings Per Share) 

 
 
  2011  2010 

  Amount  %  Amount  % 
         

Total nonoperating expenses and losses     203,182     1     180,197     1 
                     
INCOME BEFORE INCOME TAX     2,386,250     9     2,767,005     11 
                     
INCOME TAX EXPENSE      243,135     1     199,862     1 
                     
NET INCOME    $ 2,143,115     8    $ 2,567,143     10 
 
  2011  2010 

  Before 
Tax  After Tax  

Before 
Tax  After Tax 

         
EARNINGS PER SHARE (New Taiwan 

dollars) 
 
       

Basic    $ 1.82    $ 1.64    $ 2.12    $ 1.97 
Diluted    $ 1.82    $ 1.63    $ 2.12    $ 1.97 

 
Pro forma information on the assumption that the Company’s shares traded or held by 
subsidiaries are treated as investments instead of treasury stocks: 
 
  2011  2010 

  Before 
Tax  After Tax  

Before 
Tax  After Tax 

         
EARNINGS PER SHARE (New Taiwan 
dollars) 

 
       

Basic    $ 1.81    $ 1.63    $ 2.29    $ 2.14 
Diluted    $ 1.81    $ 1.62    $ 2.29    $ 2.13 

 
 
 
The accompanying notes are an integral part of the financial statements. 
 
(With Deloitte & Touche audit report dated March 22, 2012)                     
(Concluded) 
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FAR EASTERN DEPARTMENT STORES, LTD. 
 
STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY 
YEARS ENDED DECEMBER 31, 2011 AND 2010 
(In Thousands of New Taiwan Dollars, Except Dividends Per Share) 

 
 
                     
                  Other Equity Adjustments   

    Capital Surplus             Unrealized  Unrealized     

    Additional                   Valuation  Asset     

  Capital Stock  
Paid-in Capital 

-        Retained Earnings   Cumulative  Net Loss not   Gains on  Increment     Total  

  Issued and  Share Issuance   Treasury Stock  Long-term         
Unappropriate

d  Translation  Recognized as  Financial   Revaluation    Stockholders'  

  Outstanding  
in Excess of 

Par  Transactions  Investments  Stock Options  Legal Reserve  
Special 
Reserve  Earnings  Adjustments  Pension Cost  Instruments  Increment  Treasury Stock  Equity 

                             
BALANCE, JANUARY 1, 2010    $ 12,123,259    $ 2,175,718    $ 964,467    $ 384,643    $ -    $ 1,525,328    $ 1,000,564    $ 1,968,212    $ 139,364    $ (10,386 )    $ 3,192,918    $ 883,944    $ (71,230 )    $ 24,276,801 
                                                                       
Appropriation of prior year's earnings:                             

Legal reserve     -     -     -     -     -     193,278     -     (193,278 )     -     -     -     -     -     - 
Cash dividends - NT$0.75 per share     -     -     -     -     -     -     -     (909,244 )     -     -     -     -     -     (909,244 ) 
Stock dividends - 2.5%     303,082     -     -     -     -     -     -     (303,082 )     -     -     -     -     -     - 

                                                                       
Adjustment due to subsidiaries' 

disposal of parent's stocks     -     -     249,059     -     -     -     -     -     -     -     -     -     34,460     283,519 
                                                                       
Translation adjustments on long-term 

equity investments     -     -     -     -     -     -     -     -     (32,692 )     -     -     -     -     (32,692 ) 
                                                                       
Impairment loss on revaluation 

increment     -     -     -     -     -     -     -     -     -     -     -     (40,838 )     -     (40,838 ) 
                                                                       
Adjustment reported by equity-method 

investees     -     -     -     2     -     -     -     -     (480,887 )     2,086     218,285     -     -     (260,514 ) 
                                                                       
Adjustment arising from changes in 

percentage of ownership in 
investees     -     -     -     (8,704 )     -     -     -     -     -     -     -     -     -     (8,704 ) 

                                                                       
Valuation gain on available-for-sale 

financial assets     -     -     -     -     -     -     -     -     -     -     167,708     -     -     167,708 
                                                                       
Net income in 2010     -     -     -     -     -     -     -     2,567,143     -     -     -     -     -     2,567,143 
                                                                       
BALANCE, DECEMBER 31, 2010     12,426,341     2,175,718     1,213,526     375,941     -     1,718,606     1,000,564     3,129,751     (374,215 )     (8,300 )     3,578,911     843,106     (36,770 )     26,043,179 
                                                                       
Appropriation of prior year's earnings:                             

Legal reserve     -     -     -     -     -     256,713     -     (256,713 )     -     -     -     -     -     - 
Cash dividends - NT$1.0 per share     -     -     -     -     -     -     -     (1,242,634 )     -     -     -     -     -     (1,242,634 ) 
Stock dividends - 6%     745,580     -     -     -     -     -     -     (745,580 )     -     -     -     -     -     - 

                                                                       
Translation adjustments on long-term 

equity investments     -     -     -     -     -     -     -     -     40,702     -     -     -     -     40,702 
                                                                       
Embedded conversion options derived 

from convertible bonds     -     -     -     -     108,930     -     -     -     -     -     -     -     -     108,930 
                                                                       
Adjustment reported by equity-method 

investees     -     -     -     (185 )     -     -     69,031     -     319,219     (12,649 )     (261,963 )     199     -     113,652 
                                                                       
Adjustment arising from changes in 

percentage of ownership in 
investees     -     -     -     (10,819 )     -     -     -     -     -     -     -     -     -     (10,819 ) 

                                                                       
Valuation loss on available-for-sale 

financial assets     -     -     -     -     -     -     -     -     -     -     (159,052 )     -     -     (159,052 ) 
                                                                       
Net income in 2011     -     -     -     -     -     -     -     2,143,115     -     -     -     -     -     2,143,115 
                                                                       
BALANCE, DECEMBER 31, 2011    $ 13,171,921    $ 2,175,718    $ 1,213,526    $ 364,937    $ 108,930    $ 1,975,319    $ 1,069,595    $ 3,027,939    $ (14,294 )    $ (20,949 )    $ 3,157,896    $ 843,305    $ (36,770 )    $ 27,037,073 
 
 
The accompanying notes are an integral part of the financial statements. 
(With Deloitte & Touche audit report dated March 22, 2012) 



 

 38 

FAR EASTERN DEPARTMENT STORES, LTD. 
 
STATEMENTS OF CASH FLOWS 
YEARS ENDED DECEMBER 31, 2011 AND 2010 
(In Thousands of New Taiwan Dollars) 

 
  2011  2010 

     
CASH FLOWS FROM OPERATING ACTIVITIES     

Net income    $ 2,143,115    $ 2,567,143 
Depreciation     403,283     440,214 
Amortization of deferred charges     3,204     5,061 
Amortization of leasehold rights included in rental expense     74,822     74,822 
Equity in earnings of equity-method investees, net     (1,148,081)     (1,669,760) 
Cash dividends from equity-method investees     1,166,581     1,269,073 
Impairment loss on financial assets carried at cost     38,500     12,470 
Gain on disposal of investments, net     (4,962)     - 
Recognized interest of bonds payable     31,199     - 
Impairment loss on idle assets     -     32,931 
(Gain) loss on disposal of property and idle assets, net     6,619     (72,531) 
Deferred income taxes     122,315     1,641 
Increase in prepaid pension cost     (29,721)     (20,881) 
Net changes in operating assets and liabilities     

Notes receivable     (23,252)     (2,196) 
Accounts receivable     (250,501)     (924) 
Related parties - notes and accounts receivable     (11,028)     (4,474) 
Related parties - other receivable     (34,277)     31,190 
Other receivables     (35,446)     14,071 
Inventories     (165,360)     8,719 
Prepayments     (60,655)     (113,171) 
Other current assets     (2,359)     1,429 
Notes and accounts payable     801,007     93,092 
Related parties - accounts payable     20,721     6,830 
Related parties - other payable     (9,484)     17,434 
Income tax payable     (159,958)     198,220 
Other payables     43,193     112,977 
Advance receipts     214,658     242,058 
Other current liabilities     111,044     160,737 

           
Net cash provided by operating activities     3,245,177     3,406,175 

           
           
           
CASH FLOWS FROM INVESTING ACTIVITIES     

Acquisition of investments accounted for by the equity method     (361,325)     (100,000) 
Proceeds of the disposal of available-for-sale financial assets     8,407     - 
Proceeds of the disposal of property and idle assets     598     139,026 
Acquisition of property     (4,955,966)     (3,510,006) 
Increase in refundable deposits     (4,422)     (115) 
Increase in other assets     (40,463)     (2,248) 

           
Net cash used in investing activities     (5,353,171)     (3,473,343) 

(Continued) 



 

 39 

FAR EASTERN DEPARTMENT STORES, LTD. 
 
STATEMENTS OF CASH FLOWS 
YEARS ENDED DECEMBER 31, 2011 AND 2010 
(In Thousands of New Taiwan Dollars) 

 
  2011  2010 

CASH FLOWS FROM FINANCING ACTIVITIES     
Increase in short-term debts     1,250,000     500,000 
Increase (decrease) in short-term notes and bills payable     399,812     (149,478) 
Repayments of bonds issued     -     (500,000) 
Issuance of bonds     2,493,658     1,000,000 
Increase (decrease) in long-term borrowings     (519,252)     137,751 
Increase (decrease) in deposits received     2,683     (923) 
Cash dividends     (1,242,674)     (909,276) 

           
Net cash provided by financing activities     2,384,227     78,074 

           
NET INCREASE IN CASH     276,233     10,906 
           
CASH, BEGINNING OF YEAR     289,824     278,918 
           
CASH, END OF YEAR    $ 566,057    $ 289,824 
           
SUPPLEMENTAL CASH FLOW INFORMATION     

Interest paid    $ 418,675    $ 169,332 
Less:  Capitalized interest     183,265     139,495 
Interest paid, excluding capitalized interest    $ 235,410    $ 29,837 
Income tax paid    $ 282,875    $ 2 

           
NONCASH INVESTING AND FINANCING ACTIVITIES     

Adjustment to advance receipts and depreciation    $ 76,990    $ 95,151 
Adjustment to real estate received in advance and proceeds of 

the disposal of property 
 
  $ -    $ 36,000 

Properties transferred to idle assets    $ -    $ 346,340 
Adjustment to impairment on revaluation increment, reserve for 

land value increment tax and unrealized asset revaluation 
increment 

 

  $ -    $ 107,609 
Current portion of long-term borrowings    $ -    $ 995,898 
Reclassification of the credit balance on the carrying value of 

long-term investments to other liability 
 
  $ -    $ 14,589 

           
CASH PAID FOR ACQUISITION OF PROPERTY     

Acquisition of property    $ 143,330    $ 280,990 
Acquisition of leasehold rights     1,687,384     1,712,316 
Increase in construction in progress and prepayments for 

equipment 
 
   5,898,398     1,364,426 

(Increase) decrease in balance payable - property     (2,792,982)     170,149 
(Increase) decrease in balance payable - property - related 

parties 
 
   19,836     (17,875) 

    $ 4,955,966    $ 3,510,006 

 
The accompanying notes are an integral part of the financial statements. 
(With Deloitte & Touche audit report dated March 22, 2012)                (Concluded) 
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INDEPENDENT AUDITORS’ REPORT 
 
The Board of Directors and Stockholders 
Far Eastern Department Stores, Ltd. 
 

We have audited the accompanying balance sheets of Far Eastern Department Stores, Ltd. 

(the “Company”) as of December 31, 2011 and 2010, and the related statements of income, 

changes in stockholders’ 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. 

 

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 Far Eastern Department Stores, Ltd. as of December 31, 2011 and 

2010, 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 relevant to financial accounting standards and accounting principles generally 

accepted in the Republic of China. 

 

As stated in Note 3 to the financial statements, effective January 1, 2011, Far Eastern 

Department Stores, Ltd. changed its method for calculating depreciation expenses of the fixed 

assets obtained until 1998 from the fixed-percentage-of- declining method to the straight- line 

method. 
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As stated in Note 28 to the financial statements, the Ministry of Economic Affairs revoked the 

capital registration of a direct subsidiary of the Company, Pacific Liu Tong Investment Co., Ltd. 

The impact on the rights of Far Eastern Department Stores, Ltd. and subsidiaries and of the 

ownership of Pacific Liu Tong Investment Co., Ltd. as well as the settlement of this case will 

depend on the court’s final judgment. 

 

As stated in Note 29 to the financial statements, on February 13, 2012, the Taiwan Taipei 

District Court assigned Chen-Rong Chuan, Wang-Gong and Jian-Min Qiu as the temporary 

receivers of Pacific Liu Tong Investment Co. Ltd. Far Eastern Department Stores, Ltd., along 

with a number of other interested parties, have appealed against the ruling made by the 

Taiwan Taipei District Court of Taiwan. On February 29, 2012, the Department of Commerce 

completed the registration of the temporary receivership of Pacific Liu Tong Investment Co., 

Ltd. 

 

We have also audited the consolidated financial statements of Far Eastern Department Stores, 

Ltd. and subsidiaries as of and for the years ended December 31, 2011 and have expressed a 

modified unqualified opinion thereon in our report dated March 22, 2012. 

 

 
 
March 22, 2012 
 

 
 
 
 
 
 
 
 
 

Notice to Readers 

 
The accompanying financial statements are intended only to present the financial position, results of 
operations and cash flows in accordance with accounting principles and practices generally accepted 
in the Republic of China and not those of any other jurisdictions.  The standards, procedures and 
practices to audit such financial statements are those generally accepted and applied in the Republic 
of China. 
 
For the convenience of readers, the auditors’ report and the accompanying financial statements have 
been translated into English from the original Chinese version prepared and used in the Republic of 
China.  If there is any conflict between the English version and the original Chinese version or any 
difference in the interpretation of the two versions, the Chinese-language auditors’ report and financial 
statements shall prevail.  Also, as stated in Note 2 to the financial statements, the additional footnote 
disclosures that are not required under generally accepted accounting principles were not translated 
into English.  
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Supervisors’ audit report on 2011 business report and financial 

statements. 
 
 

SUPERVISORS’ REPORT 

 

To the 2011 General Shareholders’ Meeting of Far Eastern Department Stores, Ltd, 

In accordance with Article 219 of the Company Law, we have examined the Business Report, 

the Resolution for Distribution of Surplus Earning, and Financial Statements which had been 

certified by Deloitte & Touche, submitted by the Board of Directors for the year ending 2011 

and found them in order. 

 

 

 

 

 

 

 

 

 

 

Charles Wang       

  

 

 

 

 

 

  

   Philby Chen 

 

 

 

 

 

March 28th, 2012 

 

 


