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0 Letter to Shareholders

Dear Shareholders,

The year 2017 was a bountiful year for the Company. The global economy recovered steadily, prices of
international raw materials trended higher and major economies such as the US, Europe and mainland China
had better than expected investment activity and trade performance. Hence, the overall operation of the
Company also registered steady growth. In 2017, the manufacturing business units continued to make steady
profits while the real estate division also completed the delivery of some residential products in the current
year, registering profits. In recent years, besides steady operations, the Company has also successively carried
out the three corporate-oriented actions for corporate governance, environmental protection and social
integration, so as to implement our sustainable corporate culture and social responsibility. We are grateful to

our customers, suppliers, partners and shareholders for the full support and recognition given to us.

Accomplishments in 2017

In 2017, the Company's stainless steel products sales volume increased to 810,000 metric tons due to the
gradual balance between supply and demand in the market. With the contribution of the real estate sales
revenue and higher raw material prices, our net consolidated revenue in 2017 reached approximately
NT$167.793 billion. Consolidated operating gross profit was approximately NT$12.005 billion and after-tax net
profit was approximately NT$6.56 billion or NT$1.97 per share.

Wire and Cable Business:

The production capacity for the copper wire division was fully utilized for steady profits. The power cable
division on the one hand enhanced existing product sales by strengthening customer service. On the other, it
increased the sales of cables for the environmental protection and green energy industries, thereby steadily

growing profits.
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Stainless Steel Business:

Steel production reach production capacity for the stainless steel division in Taiwan. The stainless steel division
in mainland China benefited from environmental protection promotion and production capacity control. Along
with market supply and demand balance between and better volumes and prices, its overall profits grew.

Real Estate Business:

The Xinyi Building where our Taipei headquarters is located maintained full occupancy, resulting in steady
profits for leasing operations. Nanjing Walsin Centro has adopted rolling development, with completion in 2017
of construction of the “Jingyuan” residential project on Lot D, with the housing delivery for the first phase of
approximately 28,000 square meters and presale for the second phase of approximately 23,000 square meters;
first phase office buildings Nos. 3 and 4 on Lot AB also completed construction and were delivered in early
2018.

Summary of 2018 Business Plan

Wire and Cable business:

The copper wire division will grasp changes in raw material prices and capital costs and continue to optimize
customers and products mix, so as to maintain steady profits. The power cable unit is facing stagnation of the
domestic market in Taiwan. In the future, we will strive to expand the development and sales of products in
such areas as environmental protection, green energy and port machines, while continuing to improve
customer service and increase market share.

Stainless Steel Business:

The stainless steel division in Taiwan will solve the bottleneck in the production process and capacity through
input of capital. In addition to improving product quality, it will also invest in the development of new steel
grades and thse expansion of product sizes and specifications, so as to meet future customer needs and
improve profitability. The stainless steel division in mainland China will, through input of capital, improve
product quality and optimize products and customers portfolios, so as to further enhance operational

performance.
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Real Estate Business:

Phase Il housing delivery for and Phase Il sales plan for the Nanjing Walsin Centro “Jingyuan” residential
product on Lot D will be arranged in accordance with changes in the Nanjing government's sales policy. For
Phase Il on Lot AB, the construction of office building No. 1 linked to the shopping mall is expected to be
completed by 2020 and the construction planning for the Phase Il office building will be completed in 2018.

The shopping mall “Hua Cai Tian Di” on Lot AB is scheduled to open at the end of 2018.

Future corporate development strategy under the influence of the environments in
external competition, legal regulations and overall business operation

Looking into this year, the global economy will be expected to continue its momentum from 2017 and continue
its recovery. The world’s major economies, including the US, mainland China, the EU and Japan, will continue to
maintain their optimistic economic outlook. However, the follow-up effects of new policies in the US and China,
including US tax reform, financial easing and infrastructure development, coupled with mainland China's
environmental protection audits and the potential US-China trade war risks will add a plethora of variables to
the 2018 global political and economic situation. Adhering to the belief of "commitment to business integrity
and pursuit for excellence", our Company will continue to optimize product quality, enhance customer service
and strive to run the existing businesses well. Moreover, we will also advance with the times, make good use of
technological development and intelligent tools and fully build related construction, so as to continuously
accumulate the core competitiveness of sustainable development in a rapidly changing industrial environment

for gradual, upgraded transformation and better profits.

— g@
ps
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0 Company Profile

1. Date of establishment December 2, 1966

2. Company History & Evolution

1966
1969
1970

1972

1977

1982

1987

1991

1992

1993

1995

1997

1998

2000
2002

Walsin Wire & Cable Co., Ltd. established.
Walsin and Lihwa merged and renamed as Walsin Lihwa Wire & Cable Co., Ltd.

Formed technological partnerships with Western Electric in the U.S. and Fujikura in Japan and began

production of plastic insulation telephone cable.
Began production of EP rubber high-voltage cables.
The Company's shares were listed on the Taiwan Stock Exchange.

Completed the Yangmei plant for SCR copper rod production, with annual manufacturing capacity of

50,000 metric tons of oxygen-free copper rods.

Expanded SCR production facilities to increase annual manufacturing capacity to 100,000 metric tons

of oxygen-free copper rods.
Construction of the Yangmei plant completed.
Entered the semiconductor IC industry by investing in Winbond Electronics Corp. and Sumi-Pac Corp.

Invested in PT. Walsin Lippo Industries in Indonesia to expand aluminum wire business into the

Southeast Asian market.
Company renamed Walsin Lihwa Corporation.

Electronics division merged with the acquired Wanbang Electronics to form the new Walsin

Technology Corp.

Established plants in Shanghai and Jiangyin to produce power cables and steel cables, thus beginning a

new chapter in China investment.

Expanded into the stainless steel industry by forming Walsin Cartech Specialty Steel, a joint venture

with Carpenter Technology Corp. in the U.S.
Established the Wuhan wire and cable plant for optical communication cable production.

Formed Walsin (China) Investment Co., Ltd. and set up four operating locations in China's major cities,
including Hangzhou, Shanghai and Nanjing, for the production of power cables, bare copper wires and

fiber optic cables.

Established specialty steel plants in Changshu and in Baihe, Shanghai, for the production and sale of

seamless steel tubes and straight steel bars.
Formed HannStar Board Corp. to expand into the PCB industry.
Acquired and incorporated the assets of Walsin Cartech into the company.

Conducted enterprise re-engineering and full implementation of the SAP enterprise resource

management system.
Expanded into the TFT-LCD industry by forming HannStar Display Corp.
Established the Dongguan plant for bare copper wire production.

Expansion of Yenshui specialty steel plant was carried out to include slab steelmaking facilities.
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2003

2005

2006

2007

2008

2009

2010

2012

2013

2014

2016
2017

With Yenshui specialty steel plant beginning slab production, the company expanded into the stainless

steel plate market.

Set up new plants in Nanjing, Changshu and Jiangyin to produce copper products as well as seamless

steel pipes and steel wire products.

Shanghai and Hangzhou power cable plants completed expansion and increased production capacity;

began mass production of 220kV EHV cables.
Expansion of Yenshui specialty steel plant to include slab steelmaking facilities was completed.

New copper production plant in Nanjing completed, with annual production capacity of 250,000

metric tons. Total copper production increased from 400,000 to 650,000 metric tons.

Development of 500kV EHV cables for Hangzhou power plant was invested and received certification.
The Company's consolidated revenue exceeded NT$100 billion.

Expanded steel production capacity by acquiring stake in Yantai Huanghai Iron and Steel Co., Ltd.

Changshu specialty steel plant passed review by the National Nuclear Safety Administration and

received certification for nuclear power plant sales.

Hangzhou power cable plant began expansion efforts and construction of the second VCV process

tower and added high voltage cable production lines.

Expansion of Yantai plant for stainless steel manufacturing process; added new stainless steel billet

products.

Yantai stainless steel plant completed transformation of stainless steel manufacturing processes;

stainless steel and high-grade alloy steel products were added.

Changshu plant's seamless steel tube production began Phase 2 expansion to increase production

capacity.

Completion of the new A6 building in Xinyi Development Zone and the relocation of Walsin Lihwa

headquarters.

Nanjing Walsin Centro began construction in Nanjing's Hexi Newtown. A multi-purpose commercial

center spanning one million square meters will be developed over several phases.

Partnered with Nanjing municipal government to create the Nanjing Taiwan Trade Mart, thus

establishing a cross-Strait commercial trading platform.

Construction of two office buildings in C1 land plot of Nanjing Walsin Centro completed and
transferred to the Jiangsu Branch of the China Development Bank and the Nanjing Branch of China

Guangfa Bank.
Cold rolled steel coil production officially commenced at the Taichung Harbor stainless steel roll plant.

First batch of premium residential buildings in C2 land plot in Nanjing Walsin Centro delivered; phased

development of D and AB land plots planned.
The Company marked its 50th anniversary.

Taiwan and China, have recorded steady increase in overall steelmaking and annual production of
710,000 metric tons.
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1. Organizational Chart

(1) Company Organization Chart (March 30, 2018)
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(2) Principal Duties of Various Departments

Department

Job Duties & Functions

Audit Committee

Assisting the Board of Directors in decision-making and supervising matters, including the correctness and accuracy of
the Company’s financial statements, the engagement (dismissal), independence and performance of attesting CPA,
internal control, legal compliance and risk management.

Compensation
Committee

Drafting and periodically reviewing the performance evaluation of board directors and managers, as well as the policy,
system, standard and structure of compensation. Periodically evaluating and determining the compensation for board
directors and managers.

CSR Committee

Formulating corporate social responsibility vision and strategy; inspecting the Group's overall as well as various
committees' steering and overseeing implementation performances via regular meetings; annual CSR results to be
submitted to the Board of Directors in the following year

Business Integrity
Committee

Responsible for the formulation of business integrity policies & preventive measures and overseeing implementation;
reporting to the Board of Directors on a regular basis

Auditing Office

Responsible for planning and auditing internal auditing systems.

Safety and Health
Office

Responsible for the management of the Company's safety & health, environmental protection, policing & fire
prevention, energy conservation and carbon reduction

Copper Wire BU

The manufacturing, improvement in production technologies and engineering management of copper rods and wires
that power cable and wire industries use as basic raw materials for conductors

Insulated Wire & Cable
BU

The manufacturing, improvement in production technologies and engineering management of related products such as
various low-, medium- and high-voltage PVC cables, cross-linking PE cables, specialty & professional fire-resistant, fire-
retardant, low-smoke and halogen-free cables for different industries, rubber cables, communication cables, related
materials for cable insulation, as well as other plastic accessories

Stainless Steel BU

The manufacturing, improvement in production technologies and engineering management of related products such as
stainless steel slabs (ingots), hot-rolled steel coils, cold-rolled steel coils, hot-rolled rods and cold drawn straight bars

Specialty Steel BU

The manufacturing, improvement in production technologies and engineering management of related products such as
stainless steel slabs (ingots), hot-rolled steel coils, cold-rolled steel coils, hot-rolled rods, cold drawn straight bars,
stainless steel seamless pipes and alloy steel pipes, including ordinary fluid pipes, heat-exchanging pipes, boiler pipes,
instrumentation tubes, steel wires for pre-stressed concrete, stranded steel wires, zinc-plated steel wires for bridge
cables, zinc-plated stranded steel wires, PE for bridge bracing cables and epoxy-coated stranded steel wires

Commerce & Real
Estate BU

Developing composite commercial properties, real estate management, etc.

Commodity Center

Responsible for the procurement transactions of raw materials, management and control of raw material price risks and
other related matters.

Marketing & Sales
Center

Responsible for the functions of marketing, business operation and business operation management of the Company’s
various BUs

Technology Center

Organization of the Company’s core technical capabilities, promotion of intelligence, establishment of knowledge
management system and development of new business models and business opportunities.

Information Center

Establishment of information system for Industry 4.0 business operation, establishment of reliable/safe information
system environment, realization of platform for cloud information service and establishment of big data analysis.

Finance Div.

Responsible for capital allocation and utilization, financial planning, investment management, risk management and
other related matters.

Accounting Div.

Accounting, asset management, credit management, operating analysis, etc.

Human Resources Div.

Organization planning, drafting of human resources policies and employment and performance reviews, performance
management, personnel administration, remuneration and benefits, learning and development, employee relations,
establishment of a human resources system, etc.

Procurement Div.

Procurement management and planning, raising procurement capabilities, promotion of procurement operations, etc.

Administration Div.,
China

Acting as the provider of financial, accounting, information and tax-related management and services to overseas BUs in
accordance with Headquarters' policies.

Legal Office

Responsible for avoiding and reducing legal risks faced by the Company in order to protect tangible and intangible
assets.

Shareholders Service
Office

Managing the Company's share-related affairs.

General Affairs Dept.

Responsible for general affairs, managing vehicles and other various administrative affairs, etc.

Press and Media Dept.

Maintaining the Company's corporate image, communicating with the media, internal communication, etc.
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2. Profiles of Board Directors, President, Vice Presidents, Assistant Vice Presidents and Department

Heads

(1) Information on Directors

Shares Held When

Shares Currently Held by

Nationality Shares Currently Held Spouse and Underage
) or Term Date First Elected Children
Title Registrati Name | Gender B Term Elected
eglstration egan ecte Number of Number of Number of
Country Percentage Percentage Percentage
shares shares shares
Chairman R.O.C. Yu-Lon | Male [May26,| 3years | April 10, | 45,961,773 1.35%| 45,961,773 1.37%| 19,638,314 0.58%
Chiao 2017 1981
Vice R.O.C. Yu-Hwei | Female |May 26,| 3vyears | May 31, | 91,969,006 2.71% 91,969,006 2.73% 0 0.00%
Chairman Chiao 2017 2005
(Notel)
Director R.O.C. Yu- Male |[May 26,| 3years | April 10, | 39,508,661 1.16% 39,508,661 1.17% 19,032,428 0.57%
Cheng 2017 1981
Chiao
Director R.O.C. Yu-Heng| Male |May26,| 3vyears | April 18, | 58,092,197 1.71% 57,912,197 1.72% 12,965,390 0.39%
Chiao 2017 1990
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December 31, 2017

Shares Held in Name of

Other Officer, Director or Supervisor who

are Spouse or Relative within Second

Others Key Education/Work Experience Other Current Positions Within the Company Degree
Number of
Percentage Position Name | Relationship
shares

0 0.00%  |Business Administration Department, Chairman of Concord Venture Capital Group | Vice Chairman | Yu-Hwei Younger
University of Washington; The Vice Chairman of Hangzhou Walsin Power Chiao sister
Company's former President and Vice  |Cable & Wire Co., Ltd. and Jiangsu Taiwan Director Yu-Cheng Older
Chairman. Development Co., Ltd.; Director of Walton Chiao brother

Advanced Engineering, Inc., Ltd.; Director Director Yu-Heng Younger

and Vice President Commissioner of and Chiao brother

subsidiaries of Walsin Lihwa Corporation. Director Wei-Shin | Sister-in-law
Ma

0 0.00% MBA at College of Notre Dame; Former |Chairman of Nanjing Walsin Metal Co., Ltd.; Chairman Yu-Lon Older
Company clerk, secretary, deputy Board Director of Renowned International Chiao brother
manager of Finance Dept., special Co., Ltd., Jiangying Walsin Steel Cable Co. Director Yu-Hwei Older
assistant to the President, assistant vice |Ltd., Walsin Lihwa Holding Co., Ltd., Walsin Chiao brother
president of Investment Dept., assistant |Specialty Steel Holding Co., Ltd. and Walsin Director Yu-Heng Younger
vice president of Financial Dept., head |Specialty Steel Corporation; President of Chiao brother
of Financial Investment Dept., assistant |Chin-Xin Investment Co., Ltd. Director Wei-Shin | Sister-in-law
vice president of Commodity Center and Ma
Financial Investment Management
Center, President of Insulated Wire &

Cable BU.

0 0.00% |University of Washington Masters of Chairman of Winbond Electronics Chairman Yu-Lon Younger
Electrical Engineer and Business Corporation, Chin-Xin Investment Co., Ltd Chiao brother
Administration The Company's former |and Nuvoton Technology Corp; Director of Vice Chairman | Yu-Heng Younger
chairman. Walsin Technology Corporation, Jincheng Chiao sister

Construction Co., Ltd., United Industrial Director Yu-Heng Younger
Gases Co., Ltd., Songyong Investment Co., Chiao brother
Ltd., Baystar Holdings Ltd., Marketplace Director Wei-Shin | Sister-in-law
Management Limited, Newfound Asian Ma

Corporation, Peaceful River Corporation,

Pigeon Creek Holding Co., Ltd., Winbond

Electronics Corporation America, Winbond

Int'l Corporation, Landmark Group Holdings

Ltd. and Nuvoton Investment Holding Ltd.

Supervisor of MiTAC Holdings Corporation;

CEO of Winbond Electronics Corporation;

Manager, Goldbond LLC; Independent

Director & convener of the Compensation

Committee at Taiwan Cement Corp.;

Independent Director & member of the

Compensation Committee at Synnex

Technology International Corporation;

0 0.00% Golden Gate University, Master of Chairman of Walsin Technology Corporation, Chairman Yu-Lon Older
Business Administration The Company's |Walton Advanced Engineering, Inc., Chiao brother
forr.ner vice president and vice HannStar Board Corp.,. Glol.;)al Bra.nds Vice Chairman | Yu-Hwei Older
chairman. Manufacture, Prosperity Dielectrics Co., Ltd., ) ]

Info-Tek Corp., HannStar Color Co. Ltd., VVG Chiao sister
Co. Ltd., HannStar Board Corporation Director Yu-Cheng Older
(Jiangyi); Director of Yu Yue Corporation, Chiao brother
Sheng Cheng Industry and An Xin e- Director Wei-Shin | Sister-in-law
Commerce Ma
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Shares Currently Held by
Nationality Shares Held When Elected Shares Currently Held Spouse and Underage
Title Regi (t)r ‘i Name | Gender l'gl'erm Term D:Ite :“jt Children
eglstration egan ecte Number of Number of Number of
Country Percentage Percentage Percentage
shares shares shares
Director R.O.C. Hui- Male ([May 26,| 3years | June 10, 1,000,000 0.03% 1,000,000 0.03% 0 0.00%
Ming 2017 2002
Cheng
Director R.O.C. Wei- | Female |May 26,| 3years | June 11, 244,033 0.01% 244,033 0.01%| 58,486,784 1.74%
Shin Ma 2017 2014
Director R.O.C. Chin- - May 26,| 3years Legal 178,002,000 5.24%| 182,761,000 5.43% 0 0.00%
Xin 2017 Person:
Investm June 11,
ent Co., 2014
Ltd (Note2)
Represe| Male Represen 0 0.00% 0 0.00%
ntative: tative:
Tung-Yi May 26,
Chan 2017
Independe R.O.C. Steve Male |[May 26,| 3years | May 26, 0 0.00% 0 0.00% 0 0.00%
nt Director Ruey- 2017 2017
Long
Chen
Independe R.O.C. Ming- Male [May26,| 3years | Junell, 0 0.00% 0 0.00% 0 0.00%
nt Director Ling 2017 2014
Hsueh
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December 31, 2017

Shares Held in Name of

Other Officer, Director or Supervisor who
are Spouse or Relative within Second

Others Key Education/Work Experience Other Current Positions Within the Degree
Company
Number of
Percentage Position Name | Relationship
shares
0 0.00% Master in Business Administration, The Company's President; Director of None None None
Kelley School of Business at Indiana Winbond Electronics Corporation, Da-Sheng
University. Master in Science in Venture Capital Co., Ltd., Da-Sheng Yi-I
Chemical Engineering, University of Venture Capital Co., Ltd., Da-Sheng Si
California, Los Angeles Former CFO at Venture Capital Co., Ltd., Acme Electronics
HTC Corporation Corporation, Gogoro Inc. and Gogoro
Taiwan Limited.
0 0.00% |Ph.D., College of Humanities and Social [Chairman of HannsTouch Solution Inc., Chairman Yu-Lon Brother-in-
Sciences of National Tsing Hua Xingshiyuema Investment Co., Ltd., Chiao law
University, Peking University, Master of |Yuemayihao Investment Co., Ltd.; Vice Chairman | Yu-Hwei | Sister-in-law
Business Administration for Senior Yuemaerhao Investment Co., Ltd., Chiao
Managers, University of California Hannspree, Inc., White Stone Management Director Yu-Cheng| Brother-in-
(Berkeley), Department of East Asian Consultancy; Director of HannStar Color Co. Chiao law
Languages; Chairman of Yuanta and Winbond Electronics Corporation Director Yu-Heng | Brother-in-
Securities Investment Trust Corporation; Chiao law
Special Assistant to Chairman of Yuanta
Securities Corporation; Chairman of
HannStar Display Corp.
0 0.00% |Doctor of Science in Electrical President of Winbond Electronics None None None
Engineering, University of California, Corporation; Chairman of Winbond
Berkeley, Master of Management Electronics (Suzhou) Limited. and Winbond
Science, Stanford University; BCD Technology LTD; Director of Walton
Semiconductor CEO Advanced Engineering, Inc., Mobile Magic
Design Corp., Pine Capital Investment
Limited, Miaowanlianxin Co., Ltd., Landmark
Group Holdings Ltd., Winbond Electronics
Corporation Japan, Peaceful River Corp.,
Winbond International Corporation,
Winbond Electronics Corporation America,
Marketplace Management Limited, Pigeon
Creek Holding Co., Ltd., Newfound Asian
Corp., Baystar Holdings Lts.; CEO of Mobile
Magic Design Corp.
0 0.00% |Department of Applied Economics, Chairman of Powerchip Technology None None None
National Chung Hsing University; Corporation and Sinocon Foundation!
Minister of MOEA; Chairman of Institute [Taiwan Inc.; Secretary general of Cross-Strait
for Information Industry and Commerce |CEO Summit; Director of Powergate Optical
Development Research Institute Inc., Chijen Technology Development Co.,
Ltd., Asia Cement Corporation, HannStar
Board Corporation and Bank of Panhsin ;
Independent Director of China
Petrochemical Development Corporation.,
FORMOSA CHEMICALS & FIBRE
CORPORATION and Inventec Corporation.
0 0.00% [Soochow University, Master in Independent Director of Yuanta Financial None None None
Accountancy; Bloomsburg University of |Holdings & Yuanta Commercial Bank, TTY
Pennsylvania, Master of Business Biopharm and Lite-On Technology
Administration; PwC Taiwan Director; Corporation.
Executive Director of Taiwan Corporate
Governance Association .
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Shares Currently Held by
Nationality . Share;::tlsdwhen Shares Currently Held Spouse and Underage
Title Regis(::ation Name | Gender BT:grz:\ Term D:Iteet::elz?t Chidren
Number of Number of Number of
Country Percentage Percentage Percentage
shares shares shares
Independe R.O.C. King- Male |May 26,| 3years | June1l, 0 0.00% 0.00% 15,000 0.00%
nt Director Ling Du 2017 2014
Independe R.0.C. Shiang- | Male [May26,| 3years | June1l, 0 0.00% 0.00% 0 0.00%
nt Director Chung 2017 2014
Chen

Note 1: Yu-Hwei Chiao served on the Company’s Board between May 31, 2005 and June 10, 2014 and from May 25, 2016 utill now.
Note 2: Chin-Xin Investment Co., Ltd served on the Company’s Board between May 31, 2005 and June 10, 2014 and from May 26, 2015 utill

now.

Note 3: Audit Committee established on May 26, 2017 to replace supervisors.Directors who were dismissed upon the expiration of term of

office on May 26, 2017: Jih-Chang Yang, Wu-Shung Hong; Supervisors: Wen-Yuan Chu, Walsin Technology Corporation and

Representative Yeu-Yuh Chu and In-Shek Hsu. °

1. Major shareholders of institutional shareholder

December

31, 2017

Name of Institutional Shareholder

Major Shareholders of Institutional Shareholders (Note)

Shareholding

Chin-Xin Investment Co., Ltd

Winbond Electronics Corp.
Walsin Lihwa Corporation

Huali Investment Corp.
Yu-Cheng Chiao

Yu-Lon Chiao

Yu-Heng Chiao

Yu-Chi Chiao

Yushiang Investment Co., Ltd.
Walsin Technology Corporation.
HannStar Board Corporation

37.69%
37.00%

4.43%
3.14%
3.14%
3.14%
3.14%
2.81%
1.86%
1.34%

Note: Top ten shareholders of institutional shareholder.
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December 31, 2017

X Other Officer, Director or Supervisor who
Shares Held in Name of . .
h » o are Spouse or Relative within Second
Others Key Education/Work Experience Other Current Positions Within the Degree
Company
Number of
Percentage Position Name | Relationship
shares
0 0.00% |Mississippi State University, Masters in |Director of Sheh Fung Screws Co., Ltd and None None None
Mechanical Engineering; New York Green River Holding Co., Ltd. Independent
University, financial management Director of Ta Liang Technology
research; Stanford University, Advance |Co., Ltd. and Sheh Kai Precision Co., Ltd.
marketing research; U.S. representative
of China Steel Corporation (Steel
Division, U.S. Purchasing Group of
Executive Yuan), Deputy General
Manager of Business Department,
Engineering Department, Corporate
Planning Department, and Executive
Deputy General Manager; General
Manager, Kaohsiung Rapid Transit
Corporation; Chairman, China Ecotek
Corporation.
0 0.00% |The School of Industrial Engineering at [Chairman and President of Mercuries Data None None None
Purdue University; President of Systems Ltd.; Chairman of Mercuries
Mercuries Data Systems Ltd. Insurance Agent Co., Ltd., Wayia.com Inc.
and Hipact Tech Inc.; Director of Mercuries
Holdings Corporation, Mercuries Data
Systems Ltd., Shang-Ling Investment Inc.,
Shang-Hong Investment Inc. and EASYCARD
Corporation; Supervisor of Digicentre Co.,
Ltd. and Powertec Energy Corp.;
Independent Director of Teco Image
Systems Inc. and Keyware Electronic, Corp.

2. Major Shareholders in Previous Table who are Institutional Investors and their Major Shareholders

December 31, 2017

Name of Institutional Shareholder

Major Shareholders of Institutional Shareholders (Note)

Shareholding

Winbond Electronics Corporation

Walsin Lihwa Corporation

Chin-Xin Investment Co., Ltd

The New Labor Pension Fund

Yu-Cheng Chiao

Merrill Lynch International Investment Account under the custody of HSBC
Vanguard Emerging Market Securities Index Fund Account under the custody of
Standard Chartered Bank

Dimensional Emerging Market Evaluation Fund under the custody of Citibank
(Taiwan)

Morgan Stanley International Account under the custody of HSBC

LGT Bank (Singapore) Investment Fund under the custody of Chase Bank
Pai-Yung Hong

22.21%
5.03%
1.60%
1.59%
1.55%
1.27%

1.12%
1.10%

1.07%
0.98%

Note: Top ten shareholders of institutional shareholder.

March 27, 2018

Name of Institutional Shareholder

Major Shareholders of Institutional Shareholders (Note)

Shareholding |

Walsin Lihwa Corporation

LGT Bank (Singapore) Investment Fund under the custody of JP Morgan Chase
Bank N.A. Taipei Branch

Winbond Electronics Corporation

Chin-Xin Investment Co., Ltd

Yu-Hwei Chiao

Norges Bank Investment Fund under the custody of Citibank (Taipei).
Yu-Heng Chiao

Vanguard Emerging Markets Stock Index Fund under the custodianship of
Standard Chartered

Yu-Chi Chiao

Walsin Lihwa Employee Welfare Committee

Pai-Yung Hong

7.89%

5.94%
5.43%
2.73%
1.75%
1.72%
1.63%

1.52%
1.43%
1.42%

Note: Top ten shareholders of institutional shareholder.
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December 31, 2017

Name of Institutional Shareholder

Major Shareholders of Institutional Shareholders (Note)

Shareholding

Huali Investment Corp. HannStar Color Co. Ltd. 100%
Xushiang Investment Co., Ltd. - -
Walsin Lihwa Corporation 18.30%
The New Labor Pension Fund 8.13%
HannStar Board Corporation 7.20%
The Old Labor Pension Fund 4.64%
Global Brands Manufacture Ltd. 2.76%
Walsin Technology Corporation Walton Advanpt_ed Engineering, Inc. . . 2.75%
Kim Eng Securities Private Co., Ltd. investment account under the custodianship 2.71%
of Citibank

Mercuries Life Insurance Inc. 2.66%
Yu-Heng Chiao 2.48%
Norges Bank investment account under the custodianship of JP Morgan Chase 2.41%

Bank
Walsin Technology Corporation 20.31%
Walsin Lihwa Corporation 13.09%
Chin-Xin Investment Co., Ltd 3.85%
Pai-Yung Hong 2.00%
Morgan Stanley International Account under the custodianship of HSBC 1.83%
HannStar Board Corporation BNP Paribas Singapore Branch under the custody of HSBC 1.62%
HannStar Color Co. Ltd. 1.40%
Fuh Hwa Digital Economy Account 1.33%
Arcadia Emerging Market Small Capital Securities Fund under the custody of 1.23%

HSBC
Guo-Ming Wang 1.07%

Note: Top ten shareholders of institutional shareholder.



This English translation is provided for reference only. In the case
of any discrepancies, the original Chinese version shall prevail.

3. Work experience, Professional Knowledge and Independence of Directors

December 31, 2017

Whether Possessing at least 5 Years of
Work Experience and the Following Meets the Following Independence Criteria (Note)
Specialized Qualifications
An instructor |A judge, public |Having Nuifsas
o or higher prosecutor, work of Other
ualification |position in the |attorney, experience Public
department of |accountant, or |in Compani
commerce, other commerce, os inp
law, finance, |professional or (law, which the
accounting or |technical finance, or Director
other specialist accounting also
department |related tothe |ora 1 2 3 4 5 6 7 8 9 10 Serves as
related to the [needs of the profession an
business Company who |necessary Independ
Name needs of the [has passed a for the ent P
Company ina |national business of Director
public or examination the
private junior |and received a |Company
college or certificate
university
Yu-Lon Chiao No No Yes v | v 0
Yu-Hwei Chiao No No Yes 4 v | v 0
Yu-Cheng Chiao No No Yes v v | v 2
Yu-Heng, Chiao No No Yes V| v v | v v v 0
Hui-Ming Cheng No No Yes V| v |V VvV |V |V 0
Wei-Shin Ma No No Yes V| v VvV |V |V 0
Chin-Xin
Investment Co.,
Ltd No No Yes vViv | v |V VvV |V 0
Representative:
Tung-Yi Chan
Steve Ruey-Long No No Yes vl v v v v v v v v v 3
Chen
Ming-Ling Hsueh Yes Yes Yes Vivi|vVv | VIV IV Vv | IV | I6Iv |V 3
King-Ling Du No No Yes Viv|ivVv | VIV IV I Vv | IV | 6Iv|Vv 2
guia”g":h“”g No No Vs |v v |ivIivIiviv]iv]iv]v]|vy )
en

Note: If the Director meets any of the following criteria in the two years before being elected or during the term of office, please
check "B" in the corresponding boxes.

(1)
()

(3)

(4)

(5)

(6)

(7)

(8)
(9)

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

Not a Director or Supervisor of the Company's affiliates (the same does not apply if the person is an independent director
of a company or its parent company, or any subsidiary that have been established in accordance with this regulation or
related local laws and regulations).

Not a natural-person shareholder whose shareholding, together with those of his/her spouse, minor children and shares
held under others' names, exceed 1% of the total number of outstanding shares of the Company, or ranks the person in
the top ten shareholders of the Company.

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

Not a director, supervisor or employee of a juristic-person shareholder that holds directly 5% or more of the total number
of outstanding shares of the Company or ranks in the top five shareholders.

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

Not a professional or an owner, partner, director, supervisor, manager or a spouse of the afore-mentioned who provides
commercial, legal, financial, accounting services or consultation to the Company or an affiliate of the Company. excluding
members of compensation committee who exercise power in accordance with Article 7 of the Regulations Governing the
Appointment and Exercise of Powers by the Compensation committee of a Company Whose Stock is Listed on the Stock
Exchange or Traded Over the Counter.

Not having a marital relationship or a relative within the second degree of kinship to any other Director of the Company.
Not having any of the situations set forth in Article 30 of the Company Act of the R.O.C.

(10) Not a government agency, juristic person, or its representative set forth in Article 27 of the Company Act of the R.O.C.
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(2) Profile of President, Vice Presidents, Assistant Vice Presidents and Department Heads

Shares Held by Spouse

Shares Held in Name of

Shares Held .
and Underage Children Others
Title Nationality| Name [Gender Da.te
appointed | Number of Number of Number of
Percentage Percentage Percentage
shares shares shares
President R.O.C. Hui-Ming | Male | April 28, 1,000,000 0.03% 0 0.00% 0 0.00%
Cheng 2011
Vice President R.O.C. |Juei-Lung | Male July 1, 100,800 0.00% 0 0.00% 0 0.00%
Chen 2010
Vice President R.0.C. BenlLin | Male May 1, 700,000 0.02% 2,735 0.00% 0 0.00%
2010
Served R.0.C. Fred Pan | Male | July 16, 107,300 0.00% 0 0.00% 0 0.00%
concurrently by 2007
a vice president
Commerce &
Real Estate BU
Head
Specialty Steel R.O.C. C.C.Chen | Male May 1, 244,722 0.01% 0 0.00% 0 0.00%
BU 2010
Head
Stainless Steel R.0.C. |Tian-Rong| Male |[August 28, 25,300 0.00% 0 0.00% 0 0.00%
BU Chen 2012
Head
Insulated Wire R.0.C. Jin-Renn | Male |August 13, 40,900 0.00% 11,000 0.00% 0 0.00%
& Cable BU Leu 2014
Head
Copper Wire BU R.O0.C. |Witty Liao| Male |August 13, 70,963 0.00% 0 0.00% 0 0.00%
Head 2014
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December 31, 2017

Manager who is Spouse | Shares
or Relative within the | Acquired
Second Degree Mar:)!gers
Education/Work Experience Other Current Positions at Other Companies under
Title | Name ReIa'Fio Employee
nship | Stock
Options
Master in Business Administration, Kelley School of Business at |Director of Da-Sheng Venture Capital Co., Ltd.,| None | None | None None
Indiana University. Master in Science in Chemical Engineering, |Da-Sheng Yi-I Venture Capital Co., Ltd., Da-
University of California, Former CFO at HTC Corporation Sheng Si Venture Capital Co., Ltd., Acme
Electronics Corporation and Gogoro Inc.
Industrial Management Dept. of Tung Fang Design Institute; Chairman of Walsin Precision Technology Sdn. | None | None | None None
Former Head and Chief Marketing Officer of Sales Div. of Bhd.; Director of Kuang Tai Metal Industrial
Stainless Steel BU.; vice president of Specialty Steel BG. Co.
Statistics Dept., National Taipei University; Statistics Dept., Director of Nan Jing Walsin Metal Co., Ltd. and| None | None | None None
National Taipei University; former Credit Assistant Mgr. at ABN |Dawnredwood Limited.
AMRO Bank; Fx Transactions Assistant, Vice GM of Credit
Lyonnais SA; Fx Transactions Vice GM of Royal Bank of Canada;
Manager of Metals Section, Head of Metals Dept., Head of
Metals Division, Vice GM of Copper BG.
MBA of US Tulane University; Former Deputy Chief of Chairman of Nanjing Walsin Property None | None | None None
Accounting Div. of Namchow, Head of Accounting Div. of Royal [Management Co., Ltd.; Director of Walsin
Foods, Finance Chief of Marketing of Philips Taiwan International Investment, Joint Success
Semiconductor, Finance Chief of Sales of Philips Asia Pacific Enterprises Limited; Director and President of
Semiconductor, the Company's Accounting Division head. Jincheng Construction Co., Ltd., Walsin China
Investment Co., Ltd., Walsin Lihwa
(Changzhou) Co., Ltd.; President of Walsin
(Nanjing) Real Estate Development Co., Ltd.
Master of Accounting Graduate School, National Taiwan Chairman & President of Jiangyin Walsin Steel | None | None | None None
University; Audit Team Leader of Deloitte Touche Tohmatsu Cable Co., Ltd.; Chairman of Shanghai Baihe
Limited, Financial Assistant Vice President of Promisedland, Walsin Lihwa Specialty Steel Products Co.,
Partner of GACPA, Partner of Tianyao United Accountants, the |Ltd., Changshu Walsin Specialty Steel Co.,
Company's Manager of Performance Analysis Dept. of Financial [Ltd., Yantai Walsin Stainless Steel Co., Ltd.,
Service Center, Head of Financial Service Center, Deputy Chief |Jiangyin Huaxin Special Alloy Material Co.,
of Financial Service Center, Head of Accounting Div., Head of  |Ltd.; Director of Walsin International
Management Div., China. Executive vice president of Specialty |Investment, Walsin China Investment Co.,
Steel BG; Head of Yantai BU Ltd.; Supervisor of Shaanxi Tianhong Silicon
Industrial Co., Ltd.
Master of Mechanical Engineering Graduate School of National |Director of Shanghai Baihe Walsin Lihwa None | None | None None
Taiwan University of Science and Technology. Specialty Steel Products Co., Ltd.
Masters, Department of Electrical Engineering, Yuan Ze Director of Shanghai Walsin Lihwa Power Wire| None | None | None None
University; The Company's Quality Assurance Department & Cable Co., Ltd. and Chung Tai Technology
engineer; Section Chief of Inspection Section /Wire & Cable Development Engineering Co., Ltd.
Manufacturing Section; Assistant Manager of Optical
Communication Division/Communication Technology Division;
Manager of Communication Technology/Quality Assurance
Technology Division, Electrical Production/Communication
Operation Division; Director of Xinzhuang BU; head of
Insulated Wire & Cable BU.
Mechanical and Electro-Mechanical Engineering, Tamkang Chairman of Dongguan Walsin Wire & Cable None | None | None None

University; Sales Assistant Manager of Da Hong Corporation,
Sales Engineer at Qun-Xin Co. Ltd., Sales Representative of the
Company's Private Power Section in the Business Department,
Section Chief of Business Dept. Public Power Section/Copper
Wire Section, Vice Manager/Manager of Nanjing Walsin, Head
of Nanjing Walsin Business Division, Marketing Head of Copper
Wire Material Business Division, Head of Nanjing Walsin Sales
Division, and Head of Copper Wire Material Business Division.

Co., Ltd.; Vice Chairman of Jiangyin Walsin
Steel Cable Co., Ltd.; Director of Nan Jing
Walsin Metal Co., Ltd., Shanghai Walsin Lihwa
Power Wire & Cable Co., Ltd.
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Shares Held by Spouse

Shares Held in Name of

Shares Held .
and Underage Children Others
D
Title Nationality| Name |Gender a_te
appointed | Number of Number of Number of
Percentage Percentage Percentage
shares shares shares

Chief R.O.C. |Gean_Wei| Male | May 15, 1,000 0.00% 0 0.00% 0 0.00%
Information Liou 2017
Officer
Chief R.0.C. |Shih_Ming| Male | August4, 0 0.00% 0 0.00% 0 0.00%
Technology Wang 2017
Officer
Chief Marketing R.O.C. | Kevin Niu | Male |December 0 0.00% 0 0.00% 0 0.00%
Officer 4,2017
Head of R.0.C. |SophiPan |Female| November 13,100 0.00% 0 0.00% 0 0.00%
Financial Dept. 1, 2015
Head of R.O.C. Nora Lin [Female|September 53,404 0.00% 0 0.00% 0 0.00%
Accounting 1, 2014
Dept.

Note 1: Date appointed is the first time appointed department heads.
Note 2: Newly served as the Chief Information Manager since May 15, 2017; Newly assumed Chief Information Officer effective from

August 4, 2017.
Subsequent Note: Mr. Richard Wu newly served as Chief Accounting Manager since March 1, 2018.
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December 31, 2017

Manager who is Spouse | Shares
or Relative within the | Acauired
Second Degree Mar:):gers
Education/Work Experience Other Current Positions at Other Companies under
Title | Name RelaFio Employee
nship Stock
Options
Master of Science in Industrial and Systems Engineering, USC; |None None | None | None None
former Manager of TSMC IT Technology Department and
Division Chief of TSMC Solid-state lighting Div.
PhDs in Mechanical Engineering; former Technical Advisory Director of Yuema CYCU Foundation nd Pack & | None | None | None None
Consultant of Precision Machinery Research & Development |Proper Co., Ltd.
Center; Engineering Consultant of Santung Aerospace
Technology Co., Ltd.; Chair of Chung Yuan Innovation &
Incubation Center, Patent & Technology Transfer Center; Vice
CEO and Chief Supervisor of Operation Center of Industry-
Academia
Ph.D., Carnegie Mellon University, Pittsburgh, None None | None | None None
USA; former Vice President of CTBC BANK Securities Dept. and
KGI Group Derivatives Dept.
Bachelor of Accounting from National Chengchi University; Director of Walsin IEI Co., Ltd., Min Maw None | None | None None
The Company's former project manager; controller, manager |Precision Industry Corp., Global Investment
of the Investment Management Division and manager of the |Holdings, Borrego Solar Systems, Inc.;
Cost Analysis Division of Walsin IEI Co., Ltd. Supervisor of Chung Tai Technology
Development Engineering Co., Ltd.; Supervisor
of Xi'an Walsin Metal Products Co., Ltd., Xi'an
Lv Jing Technology Co., Ltd., Xi'an Walsin Opto-
electronic Limited, Xi'an Walsin United
Technology Co., Ltd., Shaanxi LED Co., Ltd.;
Walsin Lippo Industries; P.T. Walsin Lippo
Kabel Director; Green Lake Capital, LLC. Co-
Manager; Touch Micro-System Technology
Corp. liquidator.
Bachelor of Accounting from National Taiwan University; Chairman and President of  Xi'an Walsin None | None | None None

Auditing Assistant Manager of Deloitte Touche Tohmatsu
Limited, Financial Manager of China Merchant Ltd., Dunpin
Chemical Ltd., Manager of the Company's Investment
Management Division, Controller of Wire & Cable BG,
Insulated Wire & Cable BU and Micro Optical-Mechanical-
Electronic BG, Head of Financial Department.

United Technology Co., Ltd., Xi'an Lv Jing
Technology Co., Ltd., Xi'an Walsin Metal
Products Co., Ltd. and  Xi'an Walsin Opto-
electronic Limited; Director of Shaanxi
Tianhong Silicon Industrial Co., Ltd., Ace Result
Global Limited and Walsin Precision
Technology Co., Ltd.; Supervisor of Nan Jing
Walsin Metal Co., Ltd., Walsin China
Investment Co., Ltd., Shanghai Walsin Lihwa
Power Wire & Cable Co., Ltd., Dongguan
Walsin Wire & Cable Ltd., Jiangying Walsin
Steel Cable Co., Ltd., Nanjing Walsin Expo
Exhibition Co., Ltd., Nanjing Taiwan Trade Mart
Management Co., Ltd., Shanghai Baihe
Walsin Lihwa Specialty Steel Products Co., Ltd.,
Changshu Walsin Specialty Steel Co., Ltd.,
Yantai Walsin Stainless Steel Co., Ltd., Walsin
Lihwa (Changzhou) Co., Ltd., Jiangyin Huaxin
Special Alloy Material Co., Ltd., Walsin
(Nanjing)

Real Estate Development Co., Ltd. and Nanjing
Walsin Property Management Co., Ltd.;
Supervisor of Min Maw Precision Industry
Corp. and Walsin |EI Co., Ltd.
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3. Remunerations to Directors, Supervisors, President and Vice Presidents in the Most Recent Year

(1) Remuneration to Directors (including Independent Directors)

Directors Remuneration Ratio of total (A), (B), (C) and
Remuneration to Directors
Remuneration (A) . Business expense (D) (D) to after-tax loss (Note 15)
Pension (B) (C)
(Note 5) NOE (Note 7) (%)
Title Name (fiotelb)
All All All All
(Note 1) (Note 1) . . . X All Companies
Companies Companies Companies Companies InFi ial
n Financia
Company In Financial Company | In Financial Company In Financial Company In Financial Company — g
atements
Statements Statements Statements Statements
(Note 10)
(Note 10) (Note 10) (Note 10) (Note 10)
Chairman Yu-Lon Chiao
Vice Chairman Yu-Hwei Chiao
Director Yu-Cheng Chiao
Director Hui-Ming Cheng
Director Yu-Heng Chiao
Director Wei-Shin Ma
. Jih-Chang Yang
Director
(Note 2)
. Wu-Shung Hong
Director
(Note 2)
Independent . .
Direct Ming-Ling Hsueh
irector 41,001,797 | 41,001,797 0 0| 47,623,287 | 47,675,667 7,277,580 7,307,580 1.4619 1.4632
Independent . .
. King-Ling Du
Director
Independent Shiang-Chung
Director Chen
Independent Steve Ruey-Long
Director Chen (Note 3)
IChin-Xin
Investment Co.,
Legal Person
R Ltd
Director and .
. Representative:
Representative .
[Tung-Yi Chan
(Note 4)

* Except as disclosed in the above chart, remuneration to directors received due to the service provided to all companies listed in the financial statement in the most

recent year: 0

Table of Remuneration Ranges

Range of Remuneration Paid to

Names of Directors

Aggregate of First Four Re

munerations (A+B+C+D)

Aggregate of First Seven Remunerations (A+B+C+D+E+F+G)

Included in Financial

All Companies in Consolidated

Directors Th((eNC;??;?y Statements Th&(;s:f;ny Statements
All companies (Note 13) (Note 14)
<NT$2,000,000 Jih-Chang Yang; Wu-Shung Jih-Chang Yang; Jih-Chang Yang; Jih-Chang Yang;
T Hong; Tung-Yi Chan Wu-Shung Hong; Tung-Yi Chan | Wu-Shung Hong; Tung-Yi Chan | Tung-Yi Chan

NT$2,000,000 ~ NT$5,000,000

Yu-Cheng Chiao; Hui-Ming Cheng; Yu-
Heng Chiao; Wei-Shin Ma;

Ming-Ling Hsueh; King-Ling Du;
Shiang-Chung Chen; Steve Ruey-Long
Chen; Chin-Xin Investment Co., Ltd

Yu-Cheng Chiao; Hui-Ming Cheng; Yu-
Heng Chiao; Wei-Shin Ma;

Ming-Ling Hsueh; King-Ling Du;
Shiang-Chung Chen; Steve Ruey-Long
Chen; Chin-Xin Investment Co., Ltd

Yu-Cheng Chiao; Yu-Heng Chiao;
Wei-Shin Ma; Ming-Ling Hsueh;
King-Ling Du; Shiang-Chung Chen;
Steve Ruey-Long Chen;

Chin-Xin Investment Co., Ltd

Wu-Shung Hong; Ming-Ling Hsueh;
King-Ling Du;  Shiang-Chung Chen;
Steve Ruey-Long Chen;

Chin-Xin Investment Co,, Ltd

NT$5,000,000 ~ NT$10,000,000

NT$10,000,000~NT$15,000,000

NT$15,000,000~NT$30,000,000 Yu-Hwei Chiao Yu-Hwei Chiao Yu-Hwei Chiao Yu—II-Iwe?l Chiao and
Wei-Shin Ma
NT$30,000,000~NT$50,000,000 Yu-Lon Chiao Yu-Lon Chiao Yu-.Lor? Chiao and Yu-.Lor? Chiao, Yu-Cheng Chiao,
Hui-Ming Cheng Hui-Ming Cheng
NT$50,000,000~NT$100,000,000 Yu-Heng Chiao
>NT$100,000,000
Total 14 14 14 14
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Unit: NTS
Remuneration Received as Employee Ratio of total (A), (B), (C),
: ’ | (D), (E), (F) and (G) to a .
Salary, Bonus and Specia emuneration
b . Pension (F) Employee Bonus (G) (Note 9) After-tax Income (Note 15)
Allowance (E) (Note 8) %) from Re-
investments
All All All Companies .
X . . . All Companies other than
Companies Companies Company In Financial Statements k i .
. . . . In Financial Subsidiaries
Company | InFinancial |Company| In Financial (Note 10) Company
Statements (Note 11)
Statements Statements
Cash Bonus | Stock Bonus | Cash Bonus | Stock Bonus (Note 10)
(Note 10) (Note 10)
39,993,675 | 41,372,128 | 361,440 361,440 908,000 0 948,000 0| 2.0909 2.1138 | 118,983,723

Note 1:
Note 2:

Note 3:

Note 4:
Note 5:

Note 6:
Note 7:

Note 8:

Note 9:

Note 10:
Note 11:

Note 12:
Note 13:
Note 14:
Note 15:

* The

This Table lists incumbent Directors in 2017 and their respective remuneration.

Mr. Jih-Chang Yang and Mr. Wu-Shung Hong were dismissed upon the expiration of term of office at the annual shareholders' meeting on May 26,
2017.

Mr. Steve Ruey-Long Chen was newly- elected as Independent Director at the annual shareholders' meeting on May 26, 2017.

Chin-Xin Investment Co., Ltd (Tung-Yi Chan) was newly- elected as Legal Person Director at the annual shareholders' meeting on May 26, 2017.

The Company’s Independent Directors and Directors who are authorized by the Board of Directors to regularly involve in the Company’s operation
may receive remuneration; the amount of remuneration shall be reviewed in accordance with Director’s participation and value contributed in the
Company’s operation, together with reference of international and domestic industrial practice, by the Remuneration Committee and submitted to
the Board of Directors for approval.

Remunerations to Directors in 2017 approved by the Board of Directors have been listed.

Refers to the expenses incurred by Directors in 2017 to perform relevant duties (including transportation, attendance fees, special disbursements
and various allowances).

Refers to the salaries, additional pay, severance pay, various rewards, incentives, treasury stock price difference, transportation subsidies, special
allowance, various allowances and salary expenses listed in accordance with IFRS 2 "share-based payment", including shares acquired under
employee stock option, restricted new shares to employees and shares acquired from participation in cash capital increase option and so forth,
received by Directors who are also employees (including as President, vice president, managers and employees) in 2017. The amount excludes
Director Wu-Shung Hong's company car, with a book value of NT$0. In addition, the Company's remuneration to drivers totaled NT$3,244,393 /year.
Refers to Directors also working as an employee (including as President, vice president, managers and employees) and receiving employee bonus
(including stocks and cash) in 2017; employee bonus for 2016 was approved by the Board of Directors.

Refers to the total pay to the Company's Directors from all companies in the consolidated statements (including the Company).

a. This field shows the amount of related remunerations a Director of the Company receives from investees other than subsidiaries of the Company.
b. The remuneration refers to remuneration, bonus (including bonuses to employees, Directors and Supervisors) and related remunerations for the
performance of duties received by a Director of the Company serving as a Director, Supervisor or manager of an investee of the Company other than
subsidiaries.

For the remuneration paid to Directors of the Company by the Company, names of every Director shall be disclosed in their corresponding range
within the remuneration schedule.

For the remuneration paid to Directors of the Company by all companies in the consolidated statements (including the Company), names of every
Director shall be disclosed in their corresponding range within the remuneration schedule.

For the remuneration paid to Directors of the Company by investees (including the Company itself), names of every Director shall be disclosed in
their corresponding range within the remuneration schedule.

After-tax net income refers to the after-tax net income of individual financial statement in 2017.

remuneration content disclosed in this Table differs from the income concept of the Income Tax Act; therefore, this Table acts as a form of

information disclosure and does not serve for the purpose of taxation
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(2) Remuneration to Supervisors

Supervisors’ Remuneration

Remuneration (A) Bonus (B) (Note 2)

Institutional Supervisors
and Representative

Corporation
Representative: Yeu-
Yuh Chu

Title Name AllC . AllG X
(Note 1) (Note 1) i f)mpanles . f)mpanles
Company In Financial Statements Company In Financial Statements
(Note 4) (Note 4)
Supervisors Wen-Yuan Chu
Supervisors In-Shek Hsu
Walsin Technology 0 o| 3,376,713 3,376,713

Table of Remuneration Ranges

Range of Remuneration Paid to Supervisors

Names of Supervisors

Aggregate of First Three Remunerations Items (A+B+C)

Company (Note 6) All Re-investments (Note 7)

<NT$2,000,000

Wen-Yuan Chu; In-Shek Hsu; Walsin
Technology Corporation; Yeu-Yuh Chu

In-Shek Hsu; Walsin Technology
Corporation; Yeu-Yuh Chu

NT$2,000,000 ~ NT$5,000,000

Wen-Yuan Chu; Yeu-Yuh Chu

NT$5,000,000 ~ NT$10,000,000

NT$10,000,000 ~ NT$15,000,000

NT$15,000,000 ~ NT$30,000,000

NT$30,000,000 ~ NT$50,000,000

NT$50,000,000 ~ NT$100,000,000

>NT$100,000,000

Total

(3) Remunerations to President and Vice Presidents

Bonus and Special Allowances

Remuneration (A) (C) (Note 6)

Pension (B) (Note 5)

Title Name All Companies All Companies All Companies
(Note 1) (Note 1) Company In Financial Company In Financial o In Financial
Statements Statements Statements
(Note 8) (Note 8) (Note 8)
President Hui-Ming Cheng
Vice President Fred Pan
Vice President Ben Lin
Vice President Juei-Lung Chen
Chief Information Officer of |Gean_Wei Liou
Information Center (Note 2)
Chief Technology Officer of |Shih_Ming 33,612,663 35,027,788 | 2,355,292 2,355,292 | 57,375,770 57,626,150
Technology Center Wang (Note 3)
Chief Marketing Officer of |Kevin Niu
Marketing Center (Note 4)
Head of Copper Wire BU Witty Liao
Head of Wire & Cable BU Jin-Renn Leu
Head of Stainless Steel BU |Tian-Rong Chen
Head of Specialty Steel BU |C.C. Chen
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Unit: NTS

Supervisor's Remuneration

Ratio of total (A), (B) and (C) to After-tax Income (%)

Business Expenses (C) (Note 3) (Note 8) Remuneration from Re-investments
All Companies All Companies other than Subsidiaries
Company In Financial Statements Company In Financial Statements (Note 5)
(Note 4) (Note 4)
342,999 342,999 0.0567 0.0567 6,470,359
Note 1: This table lists incumbent Supervisors in 2017 and their respective remuneration.
Note 2: Remunerations to Supervisors for 2017 approved by the Board of Directors have been listed.
Note 3: Refers to the expenses incurred by Supervisors in 2016 to perform relevant duties (including transportation, special

disbursements and various allowances).

Note 4:

Company).

Refers to the total pay to the Company's Supervisors from all companies in the consolidated statements (including the

Note 5: a. This field shows the amount of related remunerations a Supervisor of the Company receives from investees other than

Note 6:

Note 7:

Note 8:

subsidiaries of the Company.

b. The remuneration refers to remuneration, bonus (including bonuses to employees, Directors and Supervisors) and related
remunerations for the performance of duties received by a Supervisor of the Company serving as a Director, Supervisor or
manager of an investee of the Company other than subsidiaries.

For the remuneration paid to Supervisors of the Company by the Company, names of every Supervisor shall be disclosed in their
corresponding range within the remuneration schedule.

For the remuneration paid to Supervisors of the Company by investees (including the Company itself), names of every
Supervisor shall be disclosed in their corresponding range within the remuneration schedule.

After-tax net income refers to the after-tax net income of individual financial statement in 2017.

The remuneration content disclosed in this Table differs from the income concept of the Income Tax Act; therefore, this Table
acts as a form of information disclosure and does not serve for the purpose of taxation.

Unit: NTS

Ratio of total (A), (B), (C) and (D) to After-tax

Employee Bonus (D) (Note 7) Income (%) (Note 12)
0

A:I CFo.mpar.nIes Remuneration from Re-investments
n Financia T
Company . All Companies other than Subsidiaries
(Note 8) Company In Financial Statements (Note 9)

Stock Stock (Note 8)
Cash Bonus Cash Bonus

Bonus Bonus

4,045,300 0| 4,045,300 0 1.4846 1.5100 477,000
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Table of Remuneration Ranges

Range of Remuneration Paid to Names of President and Vice Presidents

President and Vice Presidents The Company (Note 10) All Re-investments (Note 11)
<NT$2,000,000
NT$2,000,000 ~ NT$5,000,000 Shih_Ming Wang; Kevin Niu; Jin-Renn Leu |Shih_Ming Wang; Kevin Niu; Jin-Renn Leu

Yu-Hwei Chiao; Ben Lin; Juei-Lung Chen; . . o
Ben Lin; Juei-Lung Chen; Gean_Wei Liou;

NT$5,000,000 ~ NT$10,000,000 Gean_Wei Liou; Witty Liao; Tian-Rong . . .
Witty Liao; Tian-Rong Chen; C.C. Chen
Chen; C.C. Chen
NT$10,000,000 ~ NT$15,000,000 Fred Pan Fred Pan
NT$15,000,000 ~ NT$30,000,000
NT$30,000,000 ~ NT$50,000,000 Hui-Ming Cheng Hui-Ming Cheng

NT$50,000,000 ~ NT$100,000,000

>NT$100,000,000

Total

11 11

Note 1:
Note 2:
Note 3:
Note 4:
Note 5:
Note 6:

Note 7:

Note 8:

Note 9:

This Table discloses a summary of the payments managers ranked vice president or above received in 2017.

The Board of Directors appointed Mr. Gean_Wei Liou as Chief Information Officer on May 15, 2017.

The Board of Directors appointed Mr. Shih_Ming Wang as Chief Information Officer on August 1, 2017.

The Board of Directors appointed Mr. Kevin Niu as CEO on December 4, 2017.

Refers to pension set aside pursuant to the law.

Refers to various bonuses, incentives, company car rental fees, vehicle subsidies, special allowance and salary expenses listed in
accordance with IFRS 2 "share-based payment", including shares acquired under employee stock options, restricted new shares
to employees and shares acquired from participation in cash capital increase options and so forth, received by managers ranked
vice president or above in 2017. In addition, the Company's remuneration to drivers totaled NT$1,066,807/year.

Refers to employee bonuses (including stock and cash bonuses) approved by the Board of Directors for distribution to managers
ranked vice president (and equivalents) or above.

Discloses the total pay to manager’s ranked vice president (and equivalents) or above from all companies in the consolidated
statements (including the Company).

a. This field shows the amount of related remuneration managers ranked vice president (and equivalents) or above received
from investees other than subsidiaries of the Company.

b. The remuneration refers to pay, bonus (including bonuses to employees, Directors and Supervisors) and related
remunerations for the performance of duties received by the Company's managers ranked vice president (and equivalents) or
above while serving as a Director, Supervisor or manager of an investee of the Company other than subsidiaries.

Note 10:For the remuneration the Company has paid, names of every manager ranked vice president (and equivalents) or above shall be

disclosed in their corresponding range within the remuneration scale.

Note 11:For the remuneration paid to managers ranked vice president (and equivalents) above by all investees (including the Company),

names of every manager shall be disclosed in their corresponding range within the remuneration scale.

Note 12:After-tax net income refers to the after-tax net income of individual financial statement in 2017.

%k The remuneration content disclosed in this Table differs from the income concept of the Income Tax Act; therefore, this Table acts as

a form of information disclosure and does not serve for the purpose of taxation.
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(4) Distribution of Employee Bonus to Managers
March 5, 2018

Percentage of the

Title Name Stock bonus | Cash Bonus Total Total to After-tax Net
Income (%)

=z |President Hui-Ming Cheng

Vice President Fred Pan

Vice President Ben Lin
[V

Vice President Juei-Lung Chen

Chief Information Officer of .
5 X Gean_Wei Liou

Information Center

Chief Technology Officer of i X

Shih_Ming Wang

o |Technology Center

Chief Marketing Officer of Lo 0 4,471,000 4,471,000 0.0682

. Kevin Niu

o |Marketing Center

Head of Copper Wire BU Witty Liao

Head of Insulated Wire & .
® Jin-Renn Leu

Cable BU

Head of Stainless Steel BU

Tian-Rong Chen

Head of Specialty Steel BU  [C.C. Chen
Head of Accounting Dept. Nora Lin (Note)
“  |Head of Financial Dept. Sophi Pan

Subsequent Note: Ms. Nora Lin’s job was adjusted on March 1, 2018 and Mr. Richard Wu served as Chief Accounting Manager
accordingly.

$K  This Table lists managers in active duty as of the end of 2017 and their summarized 2017 employee bonus for managers
approved by the Board of Directors.

%€ After-tax net income refers to the after-tax net income of individual financial statement in 2017.

(5) Analysis of remunerations to Directors, Supervisors, President and vice presidents as a percentage of
earnings in the last two years and description of the policy, standards and packages of remunerations,
procedure for making such decision and relation to business performance:

1. Analysis of remunerations to Directors, Supervisors, President and vice presidents as a percentage of earnings
in the last two years:

Total Remunerations as Percentage (%) of After-tax Net Income (Losses)

2017 2016
Title C - -
ompanies Companles
Company in Consolidated Company in Consolidated
Financial Statements Financial Statements
Director 2.09 211 1.97 2.01
Supervisors 0.06 0.06 0.15 0.15
President and Vice President 1.48 1.45 2.13 2.17

2. Description of the policy, standards and packages of remunerations, procedure for making such decision and
relation to business performance:

The Company's policy for remunerating its directors and supervisors is formulated based on the Company Law
and the Company's regulations. The Company's operating strategy, profitability, future development and
industry condition have also been taken into account. The Compensation Committee usually submits a
proposal, which is passed at a board meeting before the policy takes effect.

Remuneration policy toward President, vice presidents and equivalent managers is formulated based on
operating strategy, profitability, performance and contribution to the Company. Prevailing market salary level
is also taken into account. The policy is submitted by the Compensation Committee and takes effect after it is
passed at a Boarding meeting.

The said principles may be adjusted based on economic conditions, the Company's future development,
profitability and operating risks.
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4. Corporate Governance Status

(1) Overview of Board of Directors Operation

The Company re-elected Directors of the 18th term of office at the shareholders’ meeting on May 26, 2017.
Newly elected directors assumed office upon the election. The Board of Directors totally held 7 meetings in 2017,

with 4 meetings held prior to the re-election and 3 meetings held after.

The Board of Directors held 4 meetings in 2017 prior to elections at the shareholders’ meeting on May 26, 2017.

1. The attendance records for Directors and Supervisors are as follows:

. Attendance
. Attended in | Attended by
Title Name Person Proxy Percentage Remarks
(%)
Chairman Yu-Lon Chiao 4 0 100% Re-elected
Vice Chairman Yu-Hwei Chiao 4 0 75% Re-elected
Director Yu-Cheng Chiao 3 0 75% Re-elected
Director Yu-Heng Chiao 3 1 100% Re-elected
Director Hui-Ming Cheng 4 0 50% Re-elected
Director Jih-Chang Yang 2 0 50% Dismissed
Director Wu-Shung Hong 4 0 100% Dismissed
Director Wei-Shin Ma 3 1 75% Re-elected
:;f::tir:de”t Ming-Ling Hsueh 4 0 100%  |Re-elected
:;f::tir:de”t King-Ling Du 4 0 100%  |Re-elected
:;cri:fg:dent Shiang-Chung Chen 3 1 75% Re-elected
Supervisor Wen-Yuan Chu 3 0 75% Dismissed
Walsin Technology
Supervisors Corporation Representative: 3 0 75% Dismissed
Yeu-Yuh Chu
Supervisors In-Shek Hsu 3 0 75% Dismissed

2. The attendance records for Independent Directors are as follows:

v': Attended in Person; ©: Attended by Proxy; x: Absent

P, 18" Meeting 19" Meeting 20t Meeting 21°t Meeting
January 13, 2017 February 17, 2017 April 7,2017 May 5, 2017
Ming-Ling Hsueh v v v v
King-Ling Du v v v v
Shiang-Chung Chen © v v v
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The Board of Directors held 3 meetings in 2017 after elections at the shareholders’ meeting on May 26, 2017.

1. The attendance records for Directors and Supervisors are as follows:

. Attended in | Attended by Attendance
Title Name Remarks
Person Proxy Percentage (%)
Chairman Yu-Lon Chiao 3 100% Re-elected
Vice Chairman Yu-Hwei Chiao 2 1 67% Re-elected
Director Yu-Cheng Chiao 3 0 100% Re-elected
Director Yu-Heng Chiao 2 0 67% Re-elected
Director Hui-Ming Cheng 3 0 100% Re-elected
Director Wei-Shin Ma 2 1 67% Dismissed
Chin-Xin Investment Co.,
. Ltd
Director Representative: 3 0 100% Newly elected
Tung-Yi Chan
Independent
Director Steve Ruey-Long Chen 3 0 100% Newly elected
Independent
Direcptor Ming-Ling Hsueh 3 0 100% Re-elected
Independent . .
Director King-Ling Du 3 0 100% Re-elected
Independent
Direftor Shiang-Chung Chen 2 0 67% Re-elected

2. The attendance records for Independent Directors are as follows:

v': Attended in Person; ©: Attended by Proxy; x: Absent

T 15t Meeting 2" Meeting 34 Meeting
May 26, 2017 August 4, 2017 November 2, 2017
Steve Ruey-Long Chen v v v
Ming-Ling Hsueh v v v
King-Ling Du v v v
Shiang-Chung Chen x v v

Other details that need to be recorded in meeting minutes:

1. In the event of the occurrence of any of the following scenarios with the operation of the Board of Directors,
the dates of meetings, session number, resolution, opinions of all Independent Directors and the Company's
subsequent action in response to these opinions shall be clearly stated:

(1) Matters and items stipulated in Article 14-3 of the Securities and Exchange Act.

December 31, 2017

Independent
, Directors
Company’s with
Board of Independent | Handling of
. . . , Recorded or
Directors Content of Proposal and Resolution Directors Independent Written
Meeting Opinion(s) Directors’ .
Opinion(s) O LEN e
Reserved
Opinion(s)
17" Term |Proposal:  Proposal to decrease the Company’s
18th capital by US$11.3 million to lower idle
. . . e None None None
Meeting funds in foreign subsidiaries
January 13, |Resolution: Proposal passed.
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Independent
, Directors
Company’s with
Board of Independent | Handling of
. . . ) Recorded or
Directors Content of Proposal and Resolution Directors’ | Independent Written
Meeting Opinion(s) Directors’ .
Opinion(s) RN
Reserved
Opinion(s)
Proposal:  Request approval for loans in the amounts
of US$253.48 million and RMB1.9 billion
S None None None
between subsidiaries.
Resolution: Proposal passed.
Proposal:  Proposal for the Company to donate NTS2
million to HannStar Cultural and
Educational Foundation. None None None
Resolution: Proposal passed.
Recusal: Wei-Shin Ma
Proposal:  Advice on Chairman’s and Vice Chairman’s
' 2016 performance bonus. None None None
Resolution: Proposal passed.
Recusal: Yu-Lon Chiao, Yu-Hwei Chiao
Proposal: Proposal to review manager’s performance
POSaL 35 well as 2016 bonuses and
. compensation. None None None
Resolution:
Recusal: Proposal passed.
’ Hui-Ming Cheng
Proposal:  Advice on Company’s distributions for
2016 employee and director/supervisor
remunerations. None None None
Resolution: Proposal passed.
Recusal: Hui-Ming Cheng
Proposal:  Proposal to prepare the Company's
management's reports on the internal
None None None
control system for 2016.
Resolution: Proposal passed.
Proposal:  Motion to approve the annual
compensation to the commissioned
accounting firm Deloitte Touche Tohmatsu
. . None None None
Limited as well as assess the independence
h of certified public accountants.
17* Term .
1gth Resolution: Proposal passed.
. Proposal to lift the non-competition ban
Meeting |Proposal: e th
for the Company’s Directors of the 18
February 17, term
2017 Resolution: )
Recusal: Proposal passed. None None None
’ Yu-Lon Chiao, Yu-Hwei Chiao, Yu-Cheng
Chiao, Yu-Heng Chiao, Wu-Shung Hong (on
behalf of Wei-Shin Ma), Ming-Ling Hsueh,
King-Ling Du, Shiang-Chung Chen
Proposal:  Proposal to revise the Company's
Operatlng Procedures of Acquisition or None None None
Disposal of Assets
Resolution: Proposal passed.
Proposal:  Proposal to revise the Company’s
Operating Procedures of Fund Lending to a
third party, guarantee and Procedures for None None None
Financial Derivatives Transactions.
Resolution: Proposal passed.
Proposal: Proposal to participate in Powertec Energy None None None

Corp. cash capital increase by no more




This English translation is provided for reference only. In the case
of any discrepancies, the original Chinese version shall prevail.

Independent
, Directors
Company’s with
Board of Independent | Handling of
: . . , Recorded or
Directors Content of Proposal and Resolution Directors' Independent Written
Meeting Opinion(s) Directors’ .
Opinion(s) RN
Reserved
Opinion(s)
than NT$460 million.
Resolution: Proposal passed.
Recusal: King-Ling Du
Proposal:  Disposal of 4t office building in Phase | of
AB plot of Walsin (Nanjing) Development None None None
Co., Ltd.
Resolution: Proposal passed.
17" Term |Proposal: Proposal to lift tl'1e n.on-competmon batr:]
Hth for the Company’s Directors of the 18
. . term. None None None
Meeting |Resolution: Proposal passed
April 7, 2017 |Recusal: Yu-Lon Chiao
Proposal:  Proposal to participate in Powertec Energy
Corp. cash capital increase by no more
than NT$693 million. None None None
17t Term |Resolution: Proposal passed.
215t Meeting [Recusal: King-Ling Du
May 5, 2017 |Proposal: ~ Proposal to amend the Company's internal
control system regulations and internal
control principles for equity financing cycle None None None
operations.
Resolution: Proposal passed.
Proposal:  Proposal to appoint Independent Directors
Mr. Ming-Ling Hsueh, Mr. King-Ling Du and
18t Term Mr. Shiang-Chung Chen as members of the
15t Meetin Company’s 3 Compensation Committee
g with term of office from May 26, 2017 to None None None
May 26, . N
May 25, 2020 (i.e. the expiration date of
2017 : \
current Board of Directors’ term).
Resolution: Proposal passed.
Recusal: Ming-Ling Hsueh, King-Ling Du
Proposal:  Proposal to amend the “Compensation
Committee Charter”, the “Regulations for
Payments of Remunerations to the
Directors, Supervisors, Members of None None None
Functional Committees”, the “Regulations
for the Performance Appraisal of the Board
18t Term of Directors” of the Company
2" Meeting |Resolution: Proposal passed.
August 4, |Proposal:  Proposal to revise the “Method for
2017 Interested Persons to Advise and Appeal to
. o None None None
Supervising Unit
Resolution: Proposal passed.
Proposal:  Proposal to approve Walsin Lihwa Holding
Co., Ltd. revolving loan to the Company in
the amount of US$200 million. None None None
Resolution: Proposal passed.
18t Term Proposal: ProposaI. to participate in Winbgnd
d . Electronics Corp. 2017 cash capital
3" Meeting .
increase. None None None
November .
5 2017 Resolution: Proposal passed.
’ Recusal: Yu-Cheng Chiao, Tung-Yi Chan
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Independent
, Directors
Company’s .
Board of Independent | Handling of with
. . . ) Recorded or
Directors Content of Proposal and Resolution Directors’ | Independent Written
Meeting Opinion(s) Directors’ .
Opinion(s) RN
Reserved
Opinion(s)
Proposal:  In order to obtain residential development
land, Walsin (Nanjing) Development Co.,
Ltd. intends to participate in the land
listing and transfer held by the Land None None None
Reserve Center of Jiangyin Administration.
Resolution: Proposal passed.
Proposal:  Proposal to amend the Regulations for
Payments of Remunerations to the
Directors and Members of Functional
Committees, the relevant appendix of
Regulations for the Performance Appraisal
of the Board of Directors, the Regulations None None None
for the Performance Appraisal of
Managers and the Attachments of
Regulations for Remuneration of the
Company.
Resolution: Proposal passed.

(2) In addition to the foregoing, there were other matters to be resolved by directors board meetings about

2. Director recusals due to conflicts of interests totaled 10 times.

which an independent director expressed objections or reservations that had been included in records or
stated in writing: Not applicable

December 31, 2017

Term/Meeting Name(s) of Reason for Participated in
No. ) Proposal
Date Directors Recusal Vote or Not
Proposal for the Company to
17% Term P . pany Served as the | Recused as
h X - donate NT$2 million to HannStar . )
1 18t Meeting Wei-Shin Ma . chairman of the| provided by
Cultural and Educational .
January 13, 2017 . foundation law
Foundation
17t Term Yu-Lon Chiao Advice on Chairman’s and Vice personall Recused as
2 18t Meeting Yu-Hwei Chi " |Chairman’s 2016 performance . ;I provided by
January 13,2017 | 'UHWEIENIR0 s intereste law
17% Term Proposal to review manager’s Served as the Recused as
3 18t Meeting Hui-Ming Cheng |performance as well as 2016 Company’s provided by
January 13, 2017 bonuses and compensation manager law
Advice on Company’s
17 Term distributions fo? 20y16 employee P Il Recused as
4 19t Meeting Hui-Ming Cheng d director/ ) ploy .ersona le provided by
February 17, 2017 and direc c.Jr supervisor intereste law
remunerations
Yu-Lon Chiao,
Yu-Hwei Chiao,
Yu-Cheng Chiao,
Yu-Heng Chiao, |Proposal to lift the non-
17t Term L Recused as
th . Wu-Shung Hong |competition ban for the Personally .
5 19™ Meeting L th . provided by
(on behalf of |Company’s Directors of the 18 interested
February 17, 2017 o law
Wei-Shin Ma), |term
Ming-Ling Hsueh,
King-Ling Du,
Shiang-Chung Chen
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Term/Meeting Name(s) of Reason for | Participated in
No. ) Proposal
Date Directors Recusal Vote or Not
Proposal to participate in
17t Term P P P Served as the Recused as
h . . . Powertec Energy Corp. cash K .
6 19* Meeting King-Ling Du . Company’s provided by
February 17, 2017 capital increase by no more than director law
' NT$460 million
h Proposal to lift the non-
177 Term competition ban for the P Il Recused as
iti
7 20t Meeting Yu-Lon Chiao Compan '« Directors of the 18" ) etrson:ta ;' provided by
i
April 7, 2017 pany Intereste law
term
Proposal to participate in
17t Term P P P Served as the Recused as
¢ . . . Powertec Energy Corp. cash K .
8 21 Meeting King-Ling Du . Company’s provided by
May 5, 2017 capital increase by no more than director law
' NT$693 million
Proposal to appoint Independent
Directors Mr. Hsueh Ming-Ling,
Mr. King-Ling Du and Mr. Shiang-
18 Term Ming-Ling Chung Chen as members of the b " Recused as
9 15t Meeting Hsueh, King-Ling |Company’s 3 Compensation . etrson: Z provided by
May 26, 2017 Du Committee with term of office intereste law
from May 26, 2017 to May 25,
2020 (i.e. the expiration date of
current Board of Directors’ term
h - . Served as the
18" Term Yu-Chene Chiao Proposal to participate in c K Recused as
10 35t Meeting Tun Yigchan " |Winbond Electronics Corp. 2017 dlomtpany Sd provided by
November 2, 2017 & cash capital increase Irec .or an law
president

3. Evaluation of achievement of enhancing the Board’s performance (e.g. establishing an Audit Committee and

inc

(1)

()

reasing information transparency):

Formulation of regulations related to the corporate governance: In addition to explicitly stating the powers
and duties of the Board of Directors in the company's articles of incorporation, the Company also follows
rules and regulations including the "Board of Directors Procedural Regulations", "Guidelines for the Ethical
Conduct of Directors and Supervisors", "Procedures for the Processing of Critical Internal Information”,
"Corporate Governance Principles and Practice", "Corporate Management Integrity Principles", "Behavioral
Guidelines and Operation Procedures for Honest Practices", "Guidelines for the Ethical Conduct of
Employees", "Procedures for Stakeholder Complaints and Recommendations for the Supervising
Department", "Practical Guidelines for Corporate Social Responsibility" and "Corporate Social
Responsibility Policies" in order to strengthen operations of the Board of Directors as well as corporate

governance.

The Company has determined a method for appraising the Board’s performance on October 28, 2015 and
has, since 2015, circulated a performance questionnaire to all Directors of the Board every December.

Besides evaluating the performance of the whole Board, Directors also evaluate themselves.

The overall performance self-evaluation of our Board of Directors covers the following five major aspects:
I. The degree of participation in our Company's operation,

Il. Improvement of the Board's decision-making quality,

IIl. Composition and structure of the Board,

IV. Directors' selection and continuing education

V. Internal control.

The measurements of the performance evaluation of board members cover the following six major aspects:
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I. The degree of participation in our company's operation,

Il. The grasp of the corporate goals and missions,

IIl. The cognition of director's duties

IV. Directors' professional expertise and continuing education,
V. Internal control

VL. Internal relations building and communications

After receipt of all returned questionnaires in December of every year, our dedicated unit will conduct
analysis according to the foregoing methods and report the results to the Board of Directors and provide
suggestions for improvement on the deficiency, if any. The methods and evaluation results will be also

published in our official website.
The latest (2017) Board of Directors' performance self-evaluation results go as follows:
I. Board of Directors' overall average score 99.4 points (full score 100 points)

Il. Board members' overall average score 98.2 points (full score 100 points).
The details of the foregoing performance evaluation and the follow-up improvements were reported to the

Board of Directors on January 19, 2018.

According to our “Regulations for the Evaluation of the Board of Directors' Performance”, such evaluation
will be conducted at least once every three years by an external professional independent organization or
a team of external experts and scholars, and at the end of each year, the performance evaluation of the
year shall be conducted. The 2018 performance is planned to be evaluated by the external appraisal
institution in the fourth quarter and such evaluation results will be reported to the Compensation

Committee and the Board of Directors in the first quarter of 2019.

(3) Adopting the performance evaluation of the functional committees: In accordance with the "Regulations
for the Evaluation of the Performance of the Board of Directors (including Functional Committees) and
Their Remunerations" formulated by the Compensation Committee based on the latest version published
by the Competent Authority, our functional committees' members in December every year evaluate
themselves by the assessment indicators to measure the corporate leadership strategic directions and

oversee the corporate operational performance in an effort to improve shareholders' long-term value.

(4) Actively participating in corporate governance: In recent years, our company has actively participated in
the promotion of the corporate governance and the transparency in information disclosure. It was ranked
in the top 20% of since 2014 till 2016 Corporate Governance Evaluation Results. In 2017, Walsin Lihwa was
listed as the top 5% outstanding companies by the 4th Corporate Governance Evaluation. The Compan will
continue to strive for better and to actively participate in the activities of the corporate governance
evaluation, our company has formed a project to improve corporate governance matters and enhance

corporate governance capabilities.

(5) In order to bring into play the functions and decision-making qualities of the Board of Directors, our
company regularly holds strategic meetings on a quarterly basis to enable the directors to understand our
financial and business conditions and the formulation of major business strategies and the implementation
of related plans. In addition, quarterly operational meetings are also held to help directors understand the
operational content through reporting by operating units, so as to improve the performance of the Board
of Directors. In the meantime, the directors may provide their effective guidance out of their expertise and

experience to the operating units during such meetings.
(6) Authorizing independent directors to utilize their own expertise and participate often in our company's

investment assessment projects and matters relevant to corporate governance. Since May 26, 2017, the

Audit Committee has been formally established after the Shareholders Meeting.
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(7) On the MOPS and our official website, we voluntarily disclose the related law and regulations which we
follow, the important resolutions adopted at Board meetings and the relevant information to help

shareholders understand our activities and to raise transparency in our corporate information.

(1) Operation of the Audit Committee or supervisors' participations in the operation of the Board of
Directors

The Audit Committee operations:

1. The current Audit Committee met a total of 4 times in 2017, which the independent directors attending as

follows:
December 31, 2017
Title Name Personally Attended by Attendance Remarks
Attended Proxy rate (%)
Convener Ming-Ling Hsueh 4 0 100%
Member Steve Ruey-Long Chen 4 0 100%
Member King-Ling Du 4 0 100%
Member Shiang-Chung Chen 2 2 50%

Other matters that need to be recorded in meeting minutes:
(1) If any of the following circumstances occurs during the operation of the Audit Committee, the Board
meeting date, meeting number, the proposal contents, the resolution of the Audit Committee and our
company's handling of the Audit Committee's opinions shall be clearly described.

e Items listed in Article 14-5 of the Securities Exchange Act:

Audit
Committee Board of Directors
Meeting Meeting Number Proposals and Resolutions
Number and and Date
Date

Proposal: The Company’s consolidated balance sheet,
consolidated income statement, consolidated
statement of equity changes and consolidated
statement of cash flow for the 2nd quarter of
2017 are submitted for review and approval.

Resolution: Proposal passed.

Proposal: It is proposed to revise our Company’s

15t Term 18 Term “Regulations for the Interested Parties to Make
2" Meeting 2" Meeting Suggestions or Complaints to the Supervisory
2017/07/26 2017/08/04 Unit".

Resolution:  Proposal passed.

Proposal: It is proposed that Walsin Lihwa Holdings Ltd.
agree to lending our Company a revolving fund of
up to US$200 million.

Resolution:  Proposal passed.

Our Company's handling of the Audit Committee's opinions:

All the attending directors agreed to passage.

Proposal: The 2018 Audit Plan is proposed for review and

1%t Term 18 Term . approval.
. . Resolution:  Proposal passed.
3" Meeting 3" Meeting Proposal: The amendment to the internal audit regulations
2017/10/25 2017/11/02 ’ . .
is proposed for review and approval.
Resolution:  Proposal passed.
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Audit
Committee Board of Directors
Meeting Meeting Number Proposals and Resolutions
Number and and Date
Date
Proposal: In order to obtain residential development land,
Walsin (Nanjing) Development Co., Ltd. intends
to participate in the land listing and transfer held
by the Land Reserve Center of Jiangyin
Administration.
Resolution:  Proposal passed.
Proposal: It is planned to participate in Winbond
Electronics Corporation's issuing new shares for
cash capital increase in 2017.
Resolution: Proposal passed.
Our company's handling of the Audit Committee's opinions:
All the attending directors agreed to passage.
Proposal: The participation in Winbond Electronics
Corporation's issuing new shares for cash capital
increase in 2017 was passed by the 3rd meeting
of the Audit Committee of the 1st term.
According to Article 14 of the "Guidelines for
1t Term 18 Term ) . .
. . Handling Acquisition and Disposal of Assets by
4th Meeting 3" Meeting . e : .
Public Companies", the information relevant to
2017/11/02 2017/11/02 . . . .
the trading among the interested parties is
further submitted for review and approval.
Resolution: Proposal passed.
Our company's handling of the Audit Committee's opinions: All
the attending directors agreed to passage.

e Except for the foregoing items, the items that were not approved by the Audit Committee but were
resolved by more than two-thirds of all directors: No such situation.
(2) Independent directors avoiding conflicts of interests shall be described with such directors' names,
contents of the resolutions, reasons for not being involved and their vote for the resolutions stated: No

such situation.

(3) Communication between independent directors, the internal auditing person in charge and CPAs (which
should include major events, methods, results, etc. as regards our company's financial and business
conditions):

o Communication policy between independent directors, internal auditing person in charge and CPAs:

»Our company has established an Audit Committee composed of all independent directors, which will
meet at least twice a year with the CPAs. The CPAs report to the Audit Committee on the financial
status of our company, the financial and overall operations of the subsidiaries at home and abroad
and the internal control checking situation. A full communication shall be necessary if there are any
material adjustments of entries or any amendments to law and directives, which will have influence
the status of our accounts. In case of major irregularities, the meeting may be called at any time.

»The Audit Committee completes its review by taking into accounts the consolidated financial
statements of the Group and the audit opinion report which have been verified by CPAs.

»The internal auditing person in charge shall meet with the independent directors regularly at least
once a quarter to report on the internal audit implementations of our company and the internal
control operations. In case of major irregularities, the meeting may be called at any time.
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® Summary of previous communications between independent directors and CPAs:

Such communications were found good.

Date Communication highlights
1.The CPAs explained to the independent directors the key check items in the
individual and consolidated financial statements for the year 2016.
2.The CPAs explained the annual financial and profit/loss situation for the year
2017.2.13 2016 and discussed with the independent directors on the application of some
accounting principles.
3.The CPAs discussed the issues raised by the participants.
4.The independent directors assessed and discussed the CPAs' annual
remuneration, independence and competence.
1.The CPAs explained the quarterly financial and profit/loss situation for the 2nd
quarter of the year 2017 and discussed with the independent directors on the
application of some accounting principles.
2017.7.26 . . . . .
2.The independent directors asked the CPAs to explain whether or not their audit
process had found any inconsistencies in the accounting principles of our
company or any material deficiency in internal controls.

o Summary of previous communications between independent directors and the internal auditing

person in charge:

The independent directors of our company had good communication with such person on the

auditing implementations and effectiveness.

Date Communication highlights
2017.2.13 The quarterly report on the auditing implementations for the 4th quarter of 2016.
2017.4.21 The quarterly report on the auditing implementations for the 1st quarter of 2017.
1. The quarterly report on the auditing implementations for the 2nd quarter of
2017.
2017.7.26 . . .
2. Amendments to the Regulations for the Interested Parties to Make Suggestions
and Complaints.
1. The quarterly report on the auditing implementations for the 3rd quarter of
2017.
2017.10.25

2. Discussion on the 2018 Annual Audit Plan.

3. Amendments to the Regulations for the Internal Auditing.

Attendance of supervisors in the Board meetings:

1. The Board of Directors held 4 meetings in 2017 prior to elections at the shareholders’ meeting on May 26,

2017.

The attendance record of supervisors are as follow:

Title Name Actual Attendance | Actual Attendance Rate % Remarks
Supervisor |Wen-Yuan Chu 3 75% Dismissed
Walsin Technology
Supervisor |Corporation 3 75% Dismissed
Representative: Yeu-Yuh Chu
Supervisor |In-Shek Hsu 3 75% Dismissed

2. Other matters required to be recorded:

(1) Composition and responsibility of Supervisors: Supervisors are elected by the Shareholders Meeting
according to the law. They shall periodically review the Company's internal audit reports and attend the
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Board meetings to oversee their operation. Each year they review the relevant financial statements and

submit them to the Shareholders Meeting.

e Status of communications between Supervisors, employees and shareholders:
When required for carrying out auditing operations, Supervisors may obtain information regarding the
overall operation of the Company as well as its finances or financial risk situations through the internal
auditing head, Finance Department head or Accounting Department head via meetings or telephone

communications.
e Status of communications between Supervisors, internal auditing head and the CPA:

> Supervisors are to hold periodic meetings with the CPA at least once a year. The CPA is to report to the
Supervisor on the Company's financial status, the financial statuses and overall operating statuses of
the Company's subsidiaries at home and abroad, as well as the status of the internal control and
auditing operations. Issues including whether or not there have been major entry adjustments as well
as whether or not changes to any laws have affected the Company's books are to be thoroughly
communicated; Meetings can be called at any time when major issues are encountered.

» Supervisors shall appoint the CPA to review the Company's financial statements, with review reports
given to Supervisors for perusal.

> Internal auditing head shall meet with Supervisors at least once a quarter to provide reports regarding
the status of the Company's internal auditing operations as well as the status of the company's internal
control operations; Meetings can be called at any time when major issues are encountered.

(2) If Supervisors attending a Board meeting have opinions, the Company shall indicate the date and session
of the meeting, the issues discussed, the resolutions passed and the Company's reaction to such opinions:
Not applicable

(3) Differences between our corporate governance and the Corporate Governance Best-Practice Principles
for TWSE- and TPEx-listed Companies and reason(s):

Actual Governance (Note 1) Deviations from
Corporate
Governance Best-
Appraisal Iltems o Practice Principles
Yes | No Summary Description
for TWSE- TPEx-
listed Companies
and Reason(s)
1. Has the company set and Yes The Company has formulated the Corporate Governance In line with the
disclosed the principles for Principles and Practice according to the "Corporate Corporate
practicing corporate Governance Best-Practice Principles for TWSE- TPEx-listed |Governance Best-
governance according to the Companies" and disclosed them on the Company's website. |Practice Principles
"Corporate Governance http: for TWSE- TPEx-
Best-Practice Principles for //www.walsin.com/walsin/userfiles/file/rule09_20180212. |listed Companies
TWSE- TPEx-listed pdf
Companies?"
2. The Company's ownership In line with the
structure and shareholders’ Corporate
equity Governance Best-
(1) Has the company Yes (1) Our Shareholders Service Office is in charge of handling |Practice Principles
implemented a set of various shareholder recommendations, queries and for TWSE- and
internal procedures to disputes. The Company also provides related contact [TPEx-listed
handle shareholders' details on the Company's website and in the annual Companies.
suggestions, queries, report and has set up a stakeholder mailbox to collect
disputes and litigations? stakeholders' questions and suggestions.
(2) Hasthe company hada |Yes (2) The Company periodically discloses the list of ultimate
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Appraisal Iltems

Actual Governance (Note 1)

Deviations from
Corporate
Governance Best-
Practice Principles

internal regulations that
prohibit the company's
personnel from taking
advantage of
information that has not
been disclosed to the
public to purchase or sell
securities?

mechanism for major internal information processing
operations, so that unauthorized information leakage
can be avoided, consistency and accuracy of
information disclosed by the Company to the public
can be maintained and insider trading can be
prevented, the Company has established the
"Procedures for Major Internal Information Processing
Operations," for observation by all. In addition, the
Company has made available copies of such
procedures to the Company's Directors and
Supervisors, incorporated them in the Company's
internal regulations and uploaded an electronic copy
to the Company's electronic bulletin board for the
perusal by all managerial officers and employees at
any time. The Company's Employee Code of Ethical
Conduct and Director Code of Ethical Conduct were
approved at the 4th session of the 18th Board of
Directors on 2018/01/19 and 2015/04/01. Such codes
are regulations pertaining to the prohibition of insider
trading pursuant to the Company's internal regulations
and the Securities and Exchange Act. These codes are
incorporated in the Company's internal regulations
and uploaded as an electronic copy to the Company's
electronic bulletin board for the perusal by relevant
personnel.

Yes | No Summary Description
for TWSE- TPEx-
listed Companies
and Reason(s)
list of major controllers of its principal shareholders pursuant to the
shareholders who law.
actually control the
company or a list of
ultimate controller of
such shareholders?
(3) Has the company Yes (3) 1. The Company has drafted rules governing the

established and supervision of its subsidiaries, which have been
implemented risk approved by the Board.
control/management All of the Company's affiliates are subsidiaries; the
and firewall mechanisms Company directly or indirectly retains at least 50% of
between the company their shares. Business dealings with affiliates are
and its affiliated firms? treated as transactions with third parties.

The Company has drawn up rigorous rules governing

the lending of funds and the providing of guarantees

to its affiliates.

(4) Has the company set Yes (4) In order to establish an effective handling and disclosure

3. The composition and duties
of the Board

In line with the
Corporate
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Appraisal Iltems

Actual Governance (Note 1)

Deviations from

Corporate
Governance Best-
Practice Principles

Yes | No Summary Description
for TWSE- TPEx-
listed Companies
and Reason(s)
(1) Has the Board of Yes (1) The Company's "Corporate Governance Guidelines and |Governance Best-
Directors devised a plan Practices" already includes clear guidelines for Practice Principles
for a more diverse diversifying the Board of Directors. When the Company|for TWSE- and
composition of the re-elected its board members in 2017, it followed this [TPEx-listed
Board? If so, has the plan principle of diversity and elected not only Companies.
been implemented? shareholders, but also industry elites and
financial/accounting experts. In order to promote and
realize gender equality, increase the number of
women participating in the decision-making process,
as well as to enhance the composition of the Board of
Directors, we also have women on our Board of
Directors. Diversification of the Board of Directors'
members has been implemented as shown in Note 3.
(2) In addition to Yes (2) The Company has established functional committees
establishing a a. The Compensation Committee was established on
Compensation September 27, 2011 and the "Regulations
Committee and an Audit Governing the Organization of the Compensation
Committee, which are Committee" was drew up.
required by law, is the b. The 1st session of the 18th Board of Directors on
company willing to also May 26, 2017 set up the Audit Committee and set
voluntarily establish up “Audit Committee Charter”.
other types of functional c. Besides the committee established according to
committees? the laws, the Company’s 7th session of the 17th
Board of Directors on April 29, 2015 further set up
the CSR Committee and the Integrity
Management Committee.
(3) Has the company Yes (3) To improve our corporate governance, on October 28,

established methods for
appraising the
performance of the
Board of Directors as
well as actual procedures
for executing the
appraisals? If so, has the
company executed
appraisals of the
performance of the
Board annually?

2015, the 10th session of the 17th Board of Directors
approved the proposal of the Compensation
Committee to amend and divide the "Regulations
Governing the Performance Appraisal and
Remunerations for the Board of Directors (Including
Functional Committees)" into the "Regulations for the
Board of Directors' Performance Appraisal" and the
"Regulations for the Payment of Remunerations to
Directors, Supervisors and Members of Functional
Committees". In accordance with the latest
regulations, the Company's Board members in
December of each year evaluate their own
performance based on established indicators regarding
the leadership in strategy direction and supervision of
the Company's operation/management in an effort to
improve shareholders' long-term value.

On 2016/10/28, the 17th session of the 17th Board of
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Appraisal Iltems

Actual Governance (Note 1)

Yes

No

Summary Description

Deviations from
Corporate
Governance Best-
Practice Principles
for TWSE- TPEx-
listed Companies
and Reason(s)

(4) Has the company
periodically evaluated
the level of
independence of the
CPA?

Yes

Directors amended the "Regulations for the Board of

Directors' Performance Appraisal" by adding thereto

the implementation of such appraisal: an external
professional institution or a group of external experts
and scholars better conducting appraisal at least once
in three years, and the Board having to implement the
performance appraisal annually when the current year
ends. The 2nd session of the 18th Board of Directors
on August 4, 2017 approved the amendment of the
“Regulations for the Payment of Remunerations to
Directors and Members of Functional Committees”
and cancelled the position of Supervisors.

(4) Before we appoint a new CPA annually, its
independence shall be examined by the Audit
Committee and Board of Directors for approval by
resolution. In addition, we request the CPA to provide
an "Impartiality and Independence Statement" each
year. We have to confirm that except for the expenses
paid to the CPA for certifying our financial statements
and for handling certain financial, tax affairs, we have
no other business dealings with the CPA and that their
family members have not violated the independence
requirements. Only after such confirmation, will we
consider the CPA's appointment and the relevant
expenses.

Items for assessment of the CPA's independence are
shown as Note 4.

4. Has the TWSE- or TPEx-listed

company set up the
dedicated or non-dedicated
unit or staff in charge of the
corporate governance-
related affairs (including but
not limited to providing
information for the Directors
and Supervisors to execute
their duties, handling the
affairs related to the Board
meetings and the
Shareholders Meeting as
prescribed by law, handling
the company's registration
or its amendments,
preparing the minutes of the

Yes

Our President's Office is responsible for the corporate
governance-related affairs and centrally corporates with all
other divisions in handling such affairs. Besides, both our
Legal Office and Shareholders Service Office are jointly
responsible for the affairs relevant to the Board's meetings
and the Shareholders Meeting, preparation of such
meetings' minutes, the Company's registration and its

amendments, etc.

In line with the
Corporate
Governance Best-
Practice Principles
for TWSE- and
TPEx-listed
Companies.
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Appraisal Iltems

Actual Governance (Note 1)

Deviations from

Corporate
Governance Best-
Practice Principles

other ways to disclose
information (e.g.,
maintaining an English-
language website,
appointing responsible

its information and periodically updating its website.
The Company has implemented one-spokesperson
policy, with one or more deputy spokespersons. It has
also established the "Procedures for Major Internal
Information Processing Operations" that requires

Yes | No Summary Description
for TWSE- TPEx-
listed Companies
and Reason(s)
Board meetings and the
Shareholders Meeting, etc.)?
. Has the company established |Yes 1. The Company has been maintaining open communication |In line with the
channels for communicating channels with interested parties that include customers, [Corporate
with stakeholders (including shareholders, banks it has business dealings with, Governance Best-
but not limited to employees, suppliers, communities, competent Practice Principles
shareholders, employees, authorities, or persons so connected with the Company. [for TWSE- and
customers, suppliers, etc.), Communication channels can be found on the TPEx-listed
set up a dedicated Company's internal and external websites as well as in its [Companies.
stakeholder area on the annual reports, to facilitate understanding of the
company's website, as well Company's CSR issues that stakeholders are concerned
as appropriately responded about, so that appropriate responses can be made.
to important CSR issues that 2. The Company has established the "Procedures for
stakeholders are concerned Stakeholder Complaints and Recommendations",
about? through which stakeholders can communicate with the
Company directly, propose constructive advice and file
complaints.
The Company has a contact channel on its website
designated to stakeholders; a mailbox also exists on the
employee portal site, thus providing internal and
external personnel with a means to make suggestions
and file complaints to the Company. Information
received shall be handled by the Auditing Office.
. Has the company appointed |Yes The Company has handled such affairs by itself since March |In line with the
a professional shareholders 1993. Corporate
service agency to handle Governance Best-
affairs related to the Practice Principles
Shareholders Meeting? for TWSE- and
TPEx-listed
Companies.
. Information disclosure In line with the
(1) Has the company Yes (1) Please visit Walsin Lihwa Corporation's Chinese/English [Corporate
established a corporate website: http: //www.walsin.com Governance Best-
website to disclose Practice Principles
information regarding for TWSE- and
the company's financial, TPEx-listed
business and corporate Companies.
governance statuses?
(2) Has the company adopted|Yes (2) The Company has a dedicated department for collecting
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Appraisal Iltems

Actual Governance (Note 1)

Deviations from
Corporate
Governance Best-
Practice Principles

Yes | No Summary Description
for TWSE- TPEx-
listed Companies
and Reason(s)
people to handle management as well as employees to properly keep
corporate information financial as well as business secrets. We also require
collection and disclosure, that personnel follow the "Corporate Governance
appointing Principles and Practices". Any change of our
spokespersons, spokesperson or deputy spokespersons shall
webcasting investor’s immediately be made public.
conferences, etc.)? The Company's website regularly discloses major
announcements, transactions with key stakeholders
and investors conferences at:  http:
//www.walsin.com/walsin/page.do?menuld=65
8. Has the company had other [Yes 1. Please read "(5) Implementation of Corporate Social In line with the

information that is helpful
for understanding the status
of corporate governance
(including but not limited to
employee rights and
interests, investor relations,
supplier relations, rights of
interested parties, further
education sought by
Directors and Supervisors,
implementation of risk
management policies and
risk evaluation standards,
implementation of customer
policies, the taking out of
liability insurance for
Directors and Supervisors)?

Responsibility" of this year's Annual Report for
information concerning the Company's systems,
measures, implementation of employee rights and
interests, investor relations, supplier relations and rights
of interested parties.

2. Please read "3. Corporate Governance Report-Status of
Corporate Governance (8)," "Financial Condition and
Review and Analysis of Financial Performance and Risks
6" and "3. Corporate Governance Report-(6) The status
of the Company fulfilling its honest operation promise
and the measures it has taken" of this year's Annual
Report for Directors and Supervisors seeking further
education, risk management policies and risk evaluation
standards, implementation of customer policies and
liability insurance taken out for Directors and
Supervisors.

Corporate
Governance Best-
Practice Principles
for TWSE- and
TPEx-listed
Companies.

9. With respect to the results of the annual Corporate Governance Evaluation most recently issued by the Corporate

Governance Center of Taiwan Stock Exchange, please describe the improvements and provide priority and measures to

enhance those matters that have not yet been improved.

1. With respect to the 2016 Corporate Governance Evaluation results, our improvements in 2017 are as follows:

established the Audit Committee and convened two investor conferences.

2. Matters to be improved by priority and the measures:

safety, environmental pollution and product safety; we plan to amend the dividend policy.

We

We will continue to pay attention to such matters as the work

Note 1: The company shall provide explanations in the summary description box, regardless of whether actual governance

is ticked "Yes" or "No."

Note 2: The corporate governance self-evaluation report mentioned here refers to the corporate governance evaluation

conducted and explained by the company itself and is a report on how the company enforces corporate governance.
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Note 3: Diversification of the Board of Directors' members has been implemented as follows

Diversification items
& _ o
o — o =1 2
= > > o =
3 % é_ g e © g = % § rGT:
=1 (%]
55| % |5 |2 | 2|38 |8z2|& [3¢%
Title Name Gender | 5 | =< 5 = 2 c 3 3 e El
| = =~ o = ~ = o 3 =] = >
5213 |3 | E |8 |8 |22| 5 |E2
a2 |2 |3 |3 |& |3 |88 [3¢%
3 < I} = o 2 = S S o
@ jo3 o, o 3 = o
n> =R ® Q [9) q
T ® 2 o
E S
Chairman Yu-Lon Chiao M v v v v
Vice Chairman Yu-Hwei Chiao F v v v 4
Director Yu-Cheng Chiao M v v v v
Director Yu-Heng Chiao M \4 v v v
Director Hui-Ming Cheng M v 4 4 4
Director Tung-Yi Chan M v v v v
Director Wei-Shin Ma F 4 4 v
Independent . .
. v v v
Director Ming-Ling Hsueh M
Independent King-Ling Du M v v v v v v
Director g-ting
Independent .
. Shiang-Chung Chen M v 4 v v
Director
Chairman Steve Ruey-Long Chen M v v v v
Note 4: Items for assessment of the CPA's independence
. Results Compliant with
Appraisal Iltems
Independence?
1. Have the CPA and his family members had direct or significant/indirect relations with No Yes
the company in financial interests?
2. Have the CPA and his family members had any financing or guarantee with the company| No Yes
or its directors?
3. Have the CPA and his family members had commercial relations with the company, its| No Yes
directors, supervisors and managers, which affects the CPA's independence.
4. Currently or in the most recent two years, has the CPA held the posts in the company, No Yes

such as the director, supervisor, manager or any post which significantly influences the
auditing work? Has the company promised its CPA any foregoing post?

5. During the auditing period, does the CPA have the direct blood relations, direct relations No Yes
by marriage, or collateral blood relations within the second degree of kinship with the
company's directors, supervisors, or managers?

6. During the auditing period, does any family member of the CPA hold the posts in the No Yes
company, such as the director, supervisor, managers or any post which significantly|
influences the auditing work?

7. Has the CPA acted as a broker for the shares or other securities issued by the company? No Yes

8. Has the CPA acted as the company's defense attorney or represented the company to No Yes
negotiate with any third party over any dispute?

9. Has the CPA received from the company or its directors, supervisors, managers, or No Yes

major shareholders any offer or gift, the value of which exceeds the usual social
etiquette standards?

10. Has the CPA's audit team implemented the necessary procedures regarding No Yes
independence/conflicts of interests? Is there any violation of the independence or any
unsettled conflict of interests?

Note: Family members: They mean the CPA's spouse (or cohabitant), minors or other dependents.
Close relatives: They mean the CPA's direct blood relatives, direct relatives by marriage and siblings.

Auditing period: It usually begins from the date on which the members of the audit team start auditing and ends on the date

when the audit report is issued. If the audit case is cyclical, the cycle period belongs to the auditing period.
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(4) Composition, duties and operation of the Compensation Committee:

On 2011/09/27, the Company established the Compensation Committee and drew up the "Regulations
Governing the Organization of the Compensation Committee". The Compensation Committee is comprised of
three members, who currently all are Independent Directors. The Committee is aimed at helping the Board
establish and periodically review the performance appraisal of Directors and managers and the remuneration
policy, system, standards and structure, as well as periodically review and determine the remunerations for
Directors and managers.

1. Information of the members of the Compensation Committee

Whether Possessing at least 5 Years of
Work Experience and the Following Meet the independence criteria (Note) Number
Specialized Qualifications
An instructor |A judge, public |Having of Other
or higher prosecutor, work
position in  |attorney, experienc Public
the accountant, or |ein
department |other commerc Compani
of professional or |e, law,
commerce, [technical finance, esin
law, finance, |specialist or
riteria|@ccounting  |related to the [accountin which
or other needs of the gora
department [Company who |professio the
. related to has passed a n Rem
Identity . .
the business |national necessar Member | arks
needs of the |examination y for the 1 2 3 4 5 6 7 8
Company in |and received a |business also
Name a publicor |certificate of the
private Company Serves as
junior
college or an on the
university
Compens
ation
Committ
ee
In'dependent King-Ling No No Yes v v v v v v v v 2
Director Du
Shiang-
Independent | ¢, 2 No No Vs | v | v | v]|v]|v|v|v|v] 1
Director
Chen
In'dependent Ming-Ling Yes Yes Yes v v v v v v v v 4
Director Hsueh

Note: If the member meets any of the following criteria in the two years before being elected or during the term
of office, please check "v"" in the corresponding box.

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

(2) Not a director or supervisor of the company or any of its affiliates. Except in the case of the company or its
parent company, an independent director is set by the company in accordance with the Company Act of
the R.O.C. or a local law in the foreign country.

(3) Not a natural-person shareholder whose shareholding, together with those of his/her spouse, minors and
shares held under others' names, exceeds 1% of the total number of outstanding shares of the company,
or ranks in the top ten shareholders of the company.

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

(5) Not a director, supervisor or employee of a juristic-person shareholder that holds directly 5% or more of
the total number of outstanding shares of the company or ranks in the top five shareholders.
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(6) Not a director, supervisor, manager or shareholder holding 5% or more of the shares of a specified
company or institution that has a financial or business relationship with the company.

(7) Not a professional or an owner, partner, director, supervisor, manager together with his/her spouse, who
provides commercial, legal, financial, accounting services or consultation to the company or any of its

affiliates.
(8) Not having any of the situations set forth in Article 30 of the Company Act of the R.O.C.
2. Information on Operation of the Compensation Committee
(1) The Company's Compensation Committee is comprised of three members.
(2) Term for the current committee members: From May 26, 2017 until the end of the 18t Board of Directors term.

(3) The Compensation Committee met six times in 2017 and the job titles and attendance records of the
committee members are as follows:

Title Name Attended in Person | Attended by Proxy Attendance Rate (%) Remarks
Convener |King-Ling Du 6 0 100%
Member  [Shiang-Chung Chen 4 2 67%
Member |Ming-Ling Hsueh 6 0 100%

(4) Other details that need to be recorded:

Decisions made by the Compensation Committee for which certain committee members were against or
had reservations that were recorded or expressed via written statements: None

(V) Fulfillment of social responsibility

The relevant matters under charge and the organizational structure of the Corporate Social Responsibility
Committee go as follows:

Thie Corporate Social Responsibility Committze

The Secretariss
Office
The The The Customer
The Corporate Employees Er;;;:-nrne;t, Sér:lce"::d The Green
Governance Relations and I-Eravl;ln Man'pl::arrent Operating
Committes social Care =2 . Committee
Comimittes Manzgement Pramatian
Committes Committes
Duties of the Committees
Department Responsibility and function
The Corporate Social It is our highest-leveled CSR organization which establishes our corporate sustainable
Responsibility Committee development vision and strategy, reviews the overall operational directions of the Group

and each functional committee through regular meetings and oversees the
implementation results. It reports the annual CSR results to the Board of Directors in the
following year.

The Corporate Governance It was established to build an effective corporate governance structure and related ethical
Committee standards and issues, so as to improve corporate governance.

The Employees Relations and |It was established to promote and build a safe and healthy working environment for
Social Care Committee employees to fully utilize their talent for reasonable compensation and benefits. It also
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Department

Responsibility and function

develops social care policies to actively participate in the public welfare, social cares and
CSR education, so as to pay back to society with concrete, continuous action.

The Environment, Safety and
Health Management
Committee

It was established to formulate our environmental protection, safety and health policies,
implement related plans, oversee and report on the implementation performance. Being
composed of the heads of cross-business units and related departmental cadres, it carries
out the interdepartmental integration and implementation promotion on related issues.

The Customer Service and
Supplier Management
Promotion Committee

It was established to formulate policies and implementation plans for the improvement of
customer service quality and supplier management, oversee and report on the
implementation performance. Being composed of the heads of cross-business units and
related departmental cadres, it carries out the interdepartmental integration and
implementation promotion on related issues.

The Green Operating
Committee

It was established to formulate the green operation strategy. Based on the
implementations of CSR, it is to identify green products and services with future value,
including product design, material procurement, manufacturing, sales and service systems,
etc., which are all green oriented.

The Secretaries Office

It is a staff unit established under the CSR Committee to collect and verify the needs of the
interested parties, provide the CSR Committee with identification of key issues and prepare
CSR reports as well as disclose the relevant information and promotions of CSR.

Assessment items

Deviation from
Corporate Social
Responsibility Best
Practice Principles for

Actual governance (Note 1)

Yes | No Summary description (Note 2) TWSE/TPEX Listed
Companies and
reasons for deviation
I.  Implementation of corporate In line with the
governance Corporate Social
() Has the company established a| YES (1) In order to fulfill our CSR as well as promote Responsibility Best

CSR policy or
examination of
implementation results?

system and

balance and sustainable development in

its economy, society and the ecological
environment, we established the Walsin Lihwa
CSR Policy in October 2014:

Insisting on honesty and integrity to increase
operational performance

Enhance corporate governance to achieve
sustainable corporate development

Create a friendly environment and build an
organization that always continues to learn
and improve

Provide a high-quality environment and ensure

Practice Principles for
TWSE/GTSM Listed
Companies.

safety through sound management

Implement environmental protection and
energy conservation, leading the way towards
greener production

Fulfill our role as a corporate citizen and
engage in efforts that benefit society

In December 2014, we released our "Practical
Guidelines for  Corporate and  Social
Responsibilities" to serve as the guidelines to
establish and execute related policies and the
Board of Directors supervises the fulfillment of
our social

responsibilities, as well as

continually reviews our progress and results. In
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Actual governance (Note 1) Deviation from
Corporate Social
Responsibility Best
Assessment items ves | No Summary description (Note 2) Practice Principles for
TWSE/TPEx Listed
Companies and
reasons for deviation

April 2015, after the Company's "CSR
Committee" was founded, the Committee
regularly reports the CRS status to the Board of

Directors.
() Has the company periodically| YES () The Company's CSR Committee and other
provided educational training departments regularly host CSR lectures
on CSR? related to corporate governance,

environmental protection, occupational safety
and supply chain management for the
Directors, Supervisors and employees. In 2017,
the Company hosted 1 session of the Taiwan
Stock Exchange (TWSE) "Corporate Governance
Evaluation Indicators" seminar, open to all
responsible personnel in relevant departments,
to promote the requirements of governance
evaluation. In order to improve the integration
of the overall Company's environment
protection and occupational safety and health
management system, the Company has hosted
21 trainings sessions for ESH personnel of all
plants on topics related to 1ISO14001, chemicals
and operations.

(1) Has the company established a| Yes (1) The Company established a "CSR Committee"
dedicated or non-dedicated after approval by the 7th session of the 17th
department for fulfilling CSR, Board of Directors in April 2015. The
with the Board of Directors Committee is in charge of the strategies and
authorizing high-ranking the vision for a sustainable corporate
managers to handle such operation. In order to ensure the CSR
efforts and report the relevant operation and management are well executed,
progress to the Board of the Committee has established functional sub-
Directors? committees such as the "Corporate

Governance Committee", the "ESH
Management = Committee", the "Green

Operation Committee", the "Customer Service
and Supplier Management Committee" and the
"Employee  Relations and Social Care
Committee". In addition to regular CSR
development updates to the Independent
Director and the Directors, the Committee also
reports the annual review of CSR operations to
the Board of Directors; the 2017 CSR review
and the 2018 plans are scheduled for a report

in May 2018.

(IV) Has the company established| Yes (IV) 1. The Company has established policies and
reasonable regulations governing the remuneration to
salary/compensation policies, our managers and employees. We pay and
integrated employees compensate our employees based on

performance appraisal system market pay levels as well as individual
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Assessment items

Actual governance (Note 1)

Yes

No

Summary description (Note 2)

Deviation from
Corporate Social
Responsibility Best
Practice Principles for
TWSE/TPEXx Listed
Companies and
reasons for deviation

with the CSR policy and
established clear and effective
reward and punishment

systems?

performance.

2. To implement CSR, our managers have

goals that include goals for
environmental protection, work safety, as
well as operational management. These
same goals have also been applied to sales-
related departments. At the end of the year,
the performance shall be appraised
according to the progress and results of
these efforts.

3. The company has established rewards and
punishments for employees
conduct.

annual

systems

Developing a  sustainable

environment

(I) Has the company made efforts to

improve the efficiency of
resources utilization and use
recycled materials which have
a low impact on the

environment?

Yes

(1) All of our plant sites set their annual goals and

directions in terms of energy conservation at
the beginning of each year. We also increase
our energy utilization rates through saving
water and reducing waste. In addition, our

offices also actively promote energy
conservation and carbon reduction, as well as
the recycling and reuse of resources.
Furthermore, we also make efforts to
strengthen education in these areas for the
employees.

The raw materials used in Walsin Lihwa
stainless steel products include: scrap stainless
steel, scrap carbon steel, ferrochrome,

ferronickel, steel slabs, steel coils, steel billets,
steel bars and steel wire rods. The scrap
stainless steel and the scrap carbon steel are all
recycled and reused raw materials; the
recycled materials occupy 45% of all the raw
materials. Furthermore, the ferrochrome,
ferronickel, steel slabs, steel coils, steel billets
and steel bars, are recyclable raw materials,
which can be recycled and reused after
processing into final products; the reusable
materials occupy 52% of all the raw materials.
Thus, all the raw materials used in the stainless
steel business are recycled or reusable; the two
types together occupy 99% of the total raw
materials.

The raw materials used in Walsin Lihwa copper
wire, wire and cable products include: copper,
PVC particles, PE particles, plastic and copper
bars. The copper is highly reusable, therefore

In line with the
Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies.
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Assessment items

Actual governance (Note 1)

Yes

No

Summary description (Note 2)

Deviation from
Corporate Social
Responsibility Best
Practice Principles for
TWSE/TPEXx Listed
Companies and
reasons for deviation

(1) Has the company established a
proper environmental management
system based on the characteristics
of the industry?

(1) Has the company taken note of
any impacts climate change
has had on its operations and
engaged in measuring
emissions of the greenhouse
gases (GHGs), establishing a
corporate energy conservation
and carbon reduction strategy,
as well as establishing a GHGs
reduction strategy?

Yes

Yes

the reusable raw materials attain 80% of the
raw materials.

In terms of the recycling of packaging material,
the wire and cable business recycles and reuses
the material to reduce the impact of waste on
the environment. The packaging materials
mainly include: pallets, metal frames, metal
shafts, wooden shafts and sealing plates. The
recycle rate of packaging materials is nearly
80%.

(1) The Company has managed the environment of

all our plants at home and abroad pursuant to
the Government's provisions. To conform with
the international environmental conventions,
our plants in Taiwan (Xinzhuang Plants 1 and 2,
Yangmei Copper Wire Plant, Taichung Plant
and Yanshui Plant) and in China (Shanghai
Power plant, Nanjing Plant, Jiangyin Plant,
Yantai Plant and Changshu Plant) have
obtained ISO 14001:2004 environmental
management certification. The Company have
continued with improvements and enhanced
environmental management performance in
stages.

(1) We continually monitor any direct or indirect

effects climate change may have on our
operations. With regards to our products, our
600V PVC electric wire products obtained SGS
carbon footprint certification, making us
Taiwan's first company whose 600V PVC wire
products have obtained carbon footprint
certification. And to cope with climate change
and global warming, GHGs reduction is an
important means and their inventory can
provide reduction basis. Reduction goals and
priorities can be established based on the
inventory results and the subsequent reduction
process would become more efficient and
the reduction results could be verified.

Beginning in 2013, Walsin Lihwa has verified
greenhouse gas emissions annually as a first
step towards power-saving and carbon
reduction (the 2016 - 2020 required carbon
reduction rate is 5%) and has conducted
carbon inventory and reduction as well as built
the "Environmental Safety Information
Platform - Ability for greenhouse gas inventory
and product carbon inventory calculation"
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Assessment items

Actual governance (Note 1)

Yes

No

Summary description (Note 2)

Deviation from
Corporate Social
Responsibility Best
Practice Principles for
TWSE/TPEXx Listed
Companies and
reasons for deviation

where all the Taiwanese and overseas plants
must complete range one and range two
greenhouse gas inventory from the previous
year and actively promoted inspections by
external certification institutions in compliance
with I1SO 14064-1. After the Yanshui Plant
received 1S014064-1 certification in 2015, the
Taichung Plant also received 1S014064-1
certification. All the plants in Taiwan are
planned to receive 1S014064-1 certification
and the carbon footprint certification in 2019
and to establish overall product carbon
inventory and management skills, as well as
increase international competitiveness of our
products.

3. Safeguarding public welfare

(I) Has the company established its
management policies and
procedures in accordance with
relevant laws, regulations, as
well as international
conventions regarding human
rights?

() Has the company established
employee complaint channels
as well as appropriately dealt
with any such issues?

(1) Has the company provided a
safe  and healthy work
environment for employees
and provided education on

Yes

Yes

Yes

(I) The Company complies with relevant laws and

regulations as well as the International Bill of
Human Rights. It is dedicated to the protection
of labor rights, including gender equality,
freedom of association, the right to work and
the prohibition of discrimination and the
protection of the rights of the employees; it
has also established relevant regulations.

(I1) The Company has established the "Procedures

()

for Stakeholder Complaints and
Recommendations". Employees may use the
suggestion box or complaint hotline on the
Company's website to offer constructive advice
and file complaints. The Company train new
employees during orientation training on the
employee code of conduct and rules for
executing their tasks so that they can
understand our principles of integrity
management. Additionally, we also introduce
employees to a channel for suggestions, which
is to encourage employees to report any
suspicious activities or misconduct within the
organization or between transacting parties;
thereby damages caused by unlawful or
irregular behavior will be prevented. The
Company also regularly holds symposiums or
labor-management meetings to ensure an
unobstructed channel for communication.

The Company has had a safety & health
management organization and management
personnel, established safety work guidelines,
standards for the safe operation of machinery

In line with the
Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies.
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Assessment items

Actual governance (Note 1)

Deviation from
Corporate Social
Responsibility Best
Practice Principles for

Yes | No Summary description (Note 2) TWSE /TPEx Listed
Companies and
reasons for deviation
safety  and health for and equipment and periodically inspected
employees on a regular basis? various machines and relevant training in an

effort to provide the employees with safety

education and health examinations. In

addition, workshops are held periodically to

share safety knowledge with employees.

(IV) Has the company established a| Yes (IV) 1.The Company has trade unions and labor-
mechanism for regular management communication meetings,
communications  with  the through which we can regularly discuss with
employees and keeping them the employees over labor-management
informed in a reasonable issues.
manner of its operation 2. The Company has constructed a Web portal
changes that may have (intranet communication platform for
significant impact on them? communication) that is updated twice a

month, regularly publishes "Walsin People's
e-Newsletter" to share important operation
and management information and, through
electronic bulletin board postings,
announces or conveys the Company's
important information, in order that the
colleagues can immediately grasp the
Company's latest news or activities.

3. The Company has set a corporate mailbox
that provides a channel of communication
between the employees and the Company.

(V) Has the company established an| Yes (V) Each year, the Company provides appropriate
effective career development training courses and budgets according to the
and capability training current job requirements and career
program for its employees? development needs of the employees.

(Vl) Has the company established| Yes (VI) We do not directly come into contact with the
consumer protection policies average consumers as the products we
as well as complaint manufacture are not for end users. However,
procedures with regards to our company website provides information on
R&D, procurement, the Company's news, product information and
production, operations and the phone numbers and emails of the
service processes? responsible persons of various services. The

Company has also established a stakeholder

communication channel for filing complaints

regarding consumer rights protection.

(VIl) In terms of the marketing and| Yes (VIl) The marketing and labeling of our Company's
labeling of products and products and services comply with laws and
services, has the company regulations of the ROC and the location where
followed relevant laws, our products or services are sold, the
regulations and international international standards, or specific labeling
standards? requests by our customers.

(VIl)Before doing business with| Yes (VI The Company has established evaluation

suppliers, does the company
assess whether or not the

mechanisms for the selection of our suppliers.
We have also established plans for
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Assessment items

Actual governance (Note 1)

Deviation from
Corporate Social
Responsibility Best
Practice Principles for

the
relevant

Has company disclosed
and reliable CSR
information on its website as

well as on the MOPS?

responsibility in its annual reports and on its
website. The Company's website has a dedicated
CSR section in Chinese and English, which discloses
an overview of the Company's CSR status related to
the economy, the environment and society. The
online CSR section also provides the CSR reports
published after the annual shareholder's meeting.
The reports are also uploaded to the Market
Observation Post System for stakeholders to
download and be informed regarding CSR.

Yes | No Summary description (Note 2) TWSE /TPEx Listed
Companies and
reasons for deviation
suppliers have had previous implementing the CSR measures. Past records
records of adversely affecting of the impact our potential suppliers have had
the environment or society? on society and the environment are taken into
consideration during these evaluations, which
allows for an even more comprehensive
supplier evaluation mechanism.
(IX) Have the company's contracts| Yes (IX) The Company shall immediately terminate or
with major suppliers included rescind the contract with any supplier who is
a clause that states that if the involved in violating the CSR policy. If there is
suppliers violate their CSR any doubtful significant impact a supplier's
policies, resulting in significant products have on the environment and society,
impacts to the environment the supplier shall, within the time limit
and society, the company has required by the Company, make improvements
the right to terminate the and handle the dispute on their behalf or our
contracts at any time? behalf. If the Company sustains any damage
therefrom, the supplier shall take full
responsibility and the clause of full
responsibility shall be added to the current
standard contract and any new purchase order,
and such clause shall be included in the new or
renewed contract. In addition, we request our
key suppliers and new suppliers to sign and
return to us a "Supplier Management
Commitment to Social Responsibility" so that
suppliers and we can jointly realize the
commitment to CSR.
4. Improved Information Disclosure | Yes The Company discloses its corporate social In line with the

Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies.
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Actual governance (Note 1) Deviation from
Corporate Social
Responsibility Best
Assessment items ves | No Summary description (Note 2) Practice Principles for
TWSE/TPEx Listed
Companies and
reasons for deviation

5. If your company has established CSR principles based on "Corporate Social Responsibility Best Practice Principles for
TWSE/GTSM Listed Companies", please describe differences between the principles and their implementation:
In December 2014, the Company has established, based on "Corporate Social Responsibility Best Practice Principles
for TWSE/GTSM Listed Companies", CSR principles which has also been approved by the Board of Directors. In January
2018, the Board of Directors approved the first revision of the Company's "Corporate Social Responsibility Best
Practice Principles" in accordance with the revision of the "Corporate Social Responsibility Best Practice Principles for
TWSE/GTSM Listed Companies". The "Corporate Social Responsibility Best Practice Principles" serves as the guidelines
to establish and to execute related policies related to corporate governance, ESH management, customer service and
supplier management, green operation, employee relations and social care. There are no discrepancies between the
principles and actual practice.

6. Other key information useful for explaining the status of CSR practices:
(1) With regard to developing a sustainable environment, please refer to "Operating Status, Environmental Protection
Expenditure Status" in the annual report.

(2) With regard to the Company's observing relevant labor regulations by safeguarding the lawful rights and interests
of its employees and providing a safe and healthy work environment for its employees, please refer to "Operating
Status, Labor-Management Relations" in the annual report.

(3) "Growth and integration with the local communities" is the philosophy in the social care of Walsin Lihwa. It is a
continuous implementation focused in four directions: "Minority Support", "Environment Conservation",
"Community Development", "Corporate Citizen". These include:

"llluminating the Corners of Taiwan": The Company has initiated the 5-year donation project "llluminating the
Corners of Taiwan" in the end of 2016 to give back to society. The projects hopes to pay it forward by offering 5
elementary and junior high schools in rural Taiwan with relatively low resources more comprehensive faculty,
environment and equipment and to develop characteristic physical and musical education.

"Elementary and Junior High School Newspaper Reading Project": This partnership between PSA Charitable
Foundation and Mandarin Daily News sponsors the "Elementary and Junior High School Newspaper Reading
Project" every year. In 2017, the newspaper subscription fee was sponsored for 525 students in 31 classes of 13
schools in Taoyuan, Taichung, Tainan and Kaohsiung City.

"Hwacaitiandi 2017 Charity Event": In the spirit of the philosophy "Our Constant Dedication is Companionship",
the Company's subsidiary Walsin (Nanjing) Development Co., Ltd. hosted 12 charity events in partnership with 12
organizations in 2017.

"Baoshan Vegetation Project": In 2017, Walsin Lihwa signed a Letter of Intent with College of Agriculture and
Natural Resources, National Chung Hsing University to install a screen-house and an outdoors nursery on the
Company's farming and pasture land's "hillside conservation zone" in Baoshan, Hsinchu County. They are used for
"indigenous plants conservation and collection" and "indigenous plants resources and management talent
development", as well as promote Taiwan's forest germplasm conservation and indigenous plants revegetation
projects.

The Company also continues to support "Beach Cleaning Volunteers", "Children Are Us Bakery Volunteers", the
plant location surrounding parks or streets greenification, maintenance and adoption and local community
culture and care events. In 2017, the Company donated a set of equipment to the Yanshui District Office Library.
The plants in Taiwan also hosts regular film viewings, events and seminars on ecological environment education
and minority care and uses the intranet employee communication platform to announce CSR related information.

(4) In 2018, Walsin Lihwa was listed as the top 5% outstanding companies by the Taiwan Stock Exchange 4th
"Corporate Governance Evaluation". In the same year, the Yanshui Plant received the "Exercise Enterprise
Certification Award" from the Sports Administration and the Xinzhuang Plant received the "Occupational Health
Family Demonstration Company" Certification of Appreciation from the Occupational Safety and Health
Administration, the "llluminating the Corners of Taiwan" project received the "Model for Education Charity
Donations" from the Yilan County Government and the Company received the 2017 TSCA Taiwan Corporate
Sustainability Report Awards.
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Actual governance (Note 1) Deviation from
Corporate Social
Responsibility Best
Assessment items ves | No Summary description (Note 2) Practice Principles for

TWSE/TPEXx Listed
Companies and
reasons for deviation
(5) For details on the Company's other CSR related operations, please go to the Walsin Lihwa website CSR section
(http://www.walsin.com/walsin/page.do?menuld=690) and read our 2017 CSR report.
7. If the corporate social responsibility reports have received assurance from external institutions, they should state so
below: None
Since Walsin Lihwa's 2015 CSR report, the Company has appointed Deloitte Taiwan to conduct third-party verification
and the reports have all obtained the CPA limited assurance report. The third party CSR report assurance are
conducted according to No. 1 Statements of Assurance Standards "Assurance Engagements Other Than Audits or
Reviews of Historical Financial Information" and "Rules Governing the Preparation and Filing of Corporate Social
Responsibility Reports by TWSE Listed Companies". As of the publication date, the Company's 2017 CSR report is still
being verified by Deloitte Taiwan and the a statement of verification is expected to be received in May 2018.

Note 1: always provide explanations in the summary description column, regardless of whether actual governance is ticked
"Yes" or "No."

Note 2: If the company has prepared the CSR report, the summary description may just instead indicate the method to
consult such report and the corresponding index page numbers.
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(6) The status of the company fulfilling its integrity management and the measures it has taken:

Assessment items

Implementation status

Deviation from
"Ethical Corporate
Management Best
Practice Principles

Yes | No Summary for TWSE/GTSM
Listed Companies"
and reasons for
deviation
I. Establishment of integrity policies In line with the
and solutions Ethical Corporate
(I) Does the company state ethical|Yes () Our Company has always insisted on honest|Management Best
corporate management policies business practices. We abide by the laws set|Practice Principles
and practices in its internal rules forth by the government, implement our|for TWSE/GTSM
and external documents, as well corporate governance principles and make our|Listed Companies.
as the commitment of the Board utmost effort to fulfill our corporate
of Directors and management to responsibilities. Our Board passed our "Principles
actively implement management for Honest Business Practices" and our
polices? "Behavioral Guidelines and Operation
Procedures for Honest Practices" as the
Company's policy for honest business practices.
They are also disclosed on the Company's
website to showcase our commitment to
implementing and overseeing honest business
policies.
() Has the company established plans| Yes (1) 1. In accordance with the Company's "Principles for
for preventing dishonest Honest Business Practices" and "Behavioral
behavior? Has it clearly stated Guidelines and Operation Procedures for
relevant operational procedures Honest  Practices", it has established
and behavioral guidelines within punishment policies and a complaint filing
each plan? Has it implemented system for employees who violate relevant
and executed these plans? regulations, which is integrated with the
employee performance evaluation.
2. The Company has formulated the "Director
Code of Ethical Conduct" and "Employee Code
of Ethical Conduct", which mandate that
stakeholders must adhere to principles of
honesty and integrity in order to ensure sound
corporate governance.
3. The Company has formulated the "Regulations
Governing the Handling of Business by
Employees", stipulating that when performing
their duties, employees shall not accept bribes
or other improper benefits from companies,
customers, competitors and suppliers, or bribe
others.
4. We also communicate our collective values
through the Company's intranet
communication platform, thereby encouraging
and strengthening the self-regulating attitudes
and behavior of our employees.
() Has the Company established|Yes (1) The provision and scope of Article 6 of the
measures to prevent the Company's Principles for Honest Business
behaviors listed in Article 7 Item Practices have specifically encompassed the
2 of the "Ethical Corporate behavior listed in Article 7 Iltem 2 of the "Ethical
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Assessment items

Implementation status

Deviation from
"Ethical Corporate
Management Best
Practice Principles

honest business practices
records of the companies it does
business with as well as explicitly
included honest business
practices clauses in contracts?

() Has the company established a
dedicated non-dedicated
department under the Board of

honest

or

Directors to ensure
business practices? Does this
department periodically report
their status of implementation

to the Board of Directors?

Yes

companies with dishonest business practice
records by adopting the following approaches:
(1)When selecting a business partner, its past
trading history and credit record shall be
reviewed. When inviting bids, suppliers shall
be informed of the principle of a fair, open
and transparent supplier selection policy.
(2)Entities we are selling to: Except for
procurement projects from the government,
the Company shall track the long-term credit
information of distributors, with the
reputation of new distributors obtained
through credit reference agencies and other
companies in the industry.
2. Including honest practice provisions in contracts:
(1) Procurement contracts: We have either had
honest business practices clauses added to
the contracts or have the supplier sign an
honest business practices statement.
(2)Sales contracts: Honest business practices
have been added to all
contracts.
(1) Pursuant to Article 16 of our "Principles for Honest
Business Practices", the Board of Directors

clauses such

resolved and set up an "Honest Business Practice
Committee" 2015. The Committee s
responsible establishing the integrity
management policies and misconduct prevention
programs and supervising the implementation
thereof. It periodically meets at least once a
quarter and regularly reports its implementation
status to the Board of Directors annually.

In an attempt to ensure the sound management
of honest business practices, the Company shall
establish a dedicated department under the
Board of Directors, which shall be responsible for

in
for

Yes | No Summary for TWSE/GTSM
Listed Companies"
and reasons for
deviation
Management  Best  Practice Corporate Management Best Practice Principles
Principles for TWSE/GTSM Listed for TWSE/GTSM Listed Companies" or other
Companies" or other business business activities with higher risks of dishonest
activities with higher risk of behavior. The Company has reinforced relevant
dishonest behavior? preventive measures by implementing internal
regulations, establishing operating procedures,
providing educational training, engaging in daily
promotions and linking contract agreements
with employee performance evaluation.
2. Ensuring honest business practice In line with the
(I) Has the company evaluated the|Yes (1) 1. The Company prevents transacting with Ethical Corporate

Management Best
Practice Principles
for TWSE/GTSM
Listed Companies.
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Assessment items

Implementation status

Yes

No

Summary

Deviation from
"Ethical Corporate
Management Best
Practice Principles

for TWSE/GTSM
Listed Companies"
and reasons for
deviation

establishing the integrity management policies

and misconduct prevention programs and

supervising the implementation thereof. It is
mainly put in charge of the following items and
shall regularly report to the Board of Directors:

1. Assisting to integrate honesty and ethical
values into the Company's operating
strategies, as well as formulating related
measures against corruption to ensure honest
business practices.

2. Formulating programs to guard against
dishonest behavior, as well as formulating
related standard operating procedures and
behavioral guidelines for work and business
operations within each program.

3. Making plans for internal departments,
organization and functions; installing a
mechanism for mutual supervision and check
& balance for business activities within the
operating scope with higher risks of dishonest
behavior.

4. Setting in motion and coordinating the
promotion and training for honest policies.

5. Making plans for a complaint filing system
while  ensuring the effectiveness of
implementation.

6. Assisting the Board of Directors and the
management to examine and evaluate
whether or not preventive measures to ensure
the implementation of honest business
practices have been working effectively;
compiling regular reports based on the
compliance assessment of related business
procedures.

In 2017, the Honest Business Practice Committee

met four times.

Members of the Honest Business Practice

Committee (with different functions):

1. Secretariat (Human resource division):
Assisting the Board of Directors and the
management to examine and evaluate
whether or not preventive measures to ensure
the implementation of honest business
practices have been working effectively;
compiling regular reports based on the
compliance assessment of related business
procedures.
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Assessment items

Implementation status

Yes

No

Summary

Deviation from
"Ethical Corporate
Management Best
Practice Principles

for TWSE/GTSM
Listed Companies"
and reasons for
deviation

()

Has the company established
policies to prevent conflicts of
interest, implemented
policies and provided adequate
channels of communication?

such

Yes

2. Formulating behavior standard (Legal):
Formulating programs to guard against
dishonest behavior, as well as formulating
related standard operating procedures and
behavioral guidelines for work and business
operations within each program.

3. Reward and punishment (Human Resources):
Establishing a clear and effective disciplinary
system as basis for performance evaluation.

4. Supervision and management (Auditing/Chief
Control Officer)

(1) Making plans for internal departments,
organization and functions; installing a
mechanism for mutual supervision and
check & balance for business activities
within the operating scope with higher
risks of dishonest behavior.

(2) Making plans for a complaint filing system
while ensuring the effectiveness of
implementation.

5. Promotion and educational training (Human
resources division): Setting in motion and
coordinating the promotion and training for
honest policies.

(1) The Company has established the "Principles for

Honest Business Practices" and "Behavioral
Guidelines and Operation Procedures for Honest
Practices" to regulate Directors, managers and
employees in terms of obligations to the
Company, external business activities, pecuniary
transactions, avoidance of conflicts of interest
and the management of classified information.
The Company has a contact channel on its
website that provides a means for filing
complaints about violation of honest business
practice, a mailbox also exists on the employee
portal site, thus providing internal and external
personnel with a means to make suggestions to
the Company. Information received shall be
handled by the Auditing Office.

(Iv)

Has the company established
effective accounting systems and
internal control systems in order
to ensure honest business
practices and does it have its
internal auditing department
periodically perform audits or

Yes

(IV) The Company actively works to ensure honest

business practices. The Auditing Office (or hired
CPA, when necessary) shall regularly audit
relevant compliance statuses according to
accounting policies, internal control policies, as
well as other relevant regulations. The Auditing
Office will periodically report its auditing results
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Assessment items

Implementation status

Deviation from
"Ethical Corporate
Management Best
Practice Principles

organized internal and external
educational training on honest
business practices?

periodically states its principles towards honest

business practices. It also periodically holds

courses on corporate governance as well as
honest business practices and asks employees to
participate. Our Company's Procurement

Department also informs suppliers of our honest

business practices principles in order to prevent

dishonest business practices.

A "Dedicated Area for Honest Business Practices"

was set up on the employee portal website on

May 15, 2017, allowing all employees to read

and comprehend related information on honest

business practices.

In order to implement concrete measures for

honest business practices and programs to guard

against dishonest behavior, the Company
proactively conducted employee training on
topics relating to honest business practices as
well as regulatory compliance at various plants in

2017:

1. lJiangying plant: Two training sessions
conducted; (1) the first session was attended
by 31 persons and lasted two hours; (2) The
second session was attended by 10 persons
and lasted one hour.

2. Changshu plant: Two training sessions; (1) the
first session was attended by 19 persons and
lasted two hours; (2) The second session was
attended by 14 persons and lasted two hours.

3. Xinzhuang plant 20 attendants for a duration
of two hours

4. Taichung plant 55 attendants for a duration of
two hours

5. Shangdian plant 30 attendants for a duration
of three hours

Yes | No Summary for TWSE/GTSM
Listed Companies"
and reasons for
deviation
have its CPA conduct audits? during Board meetings.
(V) Has the company periodically|Yes (V) During new-employee training, the Company

(1)

3. Status of the company's reporting

mechanism
Has the company established
concrete reporting and rewards

systems, set up convenient
reporting channels and
appointed any appropriate,

dedicated staffer to deal with
the person who has been

Yes

() The Company's website provides a "Reporting

Violations of Honest Business Practices" area,
which allows people to file complaints about
violations against honest business practices.
There is also a "company mailbox" on the
employee portal website, providing internal and

external personnel with a means to file

In line with the
Ethical Corporate
Management Best
Practice Principles
for TWSE/GTSM
Listed Companies.




This English translation is provided for reference only. In the case
of any discrepancies, the original Chinese version shall prevail.

Assessment items

Implementation status

Deviation from

Yes

No

Summary

"Ethical Corporate
Management Best
Practice Principles
for TWSE/GTSM
Listed Companies"
and reasons for
deviation

(1)

reported?

Has the company established
standard operating procedures
for investigation as well as a

related classified information
mechanism for handling such
reports?

(1) Has the company adopted any
measure  to  protect the
informers lest they be

inappropriately treated?

Yes

Yes

complaints. The Auditing Office is responsible for
handling  related = recommendations
violations. If the verified,
disciplinary action shall be taken in accordance
with the Company's regulations.

() The Company has formulated the "Measures for
Stakeholder Recommendations and Complaints,"
thereby protecting the identity as well as data of
those who provide suggestions or feedback.

and

violations are

(1) All reported cases are filed under the classified
category, with a case opened to handle the issue.
In addition, dedicated personnel are appointed
to handling related tasks and issues in order to
ensure the privacy of reporter and avoid unfair
revenge or treatment.

4. Improved Information Disclosure

Has the company disclosed the
Principles for
Honest Business Practices as well
as related implementation
results on its website and the
MOPS?

content of its

Yes

The Company has established a Corporate Governance
page on its website to disclose honest business
practice-related information; it also discloses the
implementation status of its honest business practice
in the CSR report and also the Company's "Principles
for Honest Business Practices," "Behavioral Guidelines
and Operation Procedures for Honest Practices,"
"Director Code of Ethical Conduct," and "Employee
Code of Ethical Conduct" on the MOPS.

In line with the
Ethical Corporate
Management Best
Practice Principles
for TWSE/GTSM
Listed Companies.

5. If the company has established its ethical corporate management principles in accordance with the "Ethical Corporate

Management Best Practice Principles for TWSE- and TPEx-listed Companies", please state the difference between
such principles and implementation: In line with the "Ethical Corporate Management Best Practice Principles for

TWSE/GTSM Listed Companies."

status of the Company's efforts to review and correct its Principles for Honest Business Practices):

6. Other key information useful for explaining the status of the implementation of honest business practices: (Such as the

In February of 104, our company passed amendments to our Principles for Honest Business Practices in order to
comply with the spirit of the newest Ethical Corporate Management Best Practice Principles for TWSE/GTSM Listed

Companies.

Our Board of Directors resolved and set up an "Honest Business Practice Committee" in April 2015 under the Board
of Directors. The Committee is responsible for formulating integrity management policies and misconduct

prevention programs and supervising the implementation thereof. It periodically meets at least once every quarter
and regularly reports its implementation status to the Board of Directors annually.

(VII) If the company has formulated corporate governance principles as well as other related regulations, it

should disclose how they can be looked up: Our Company's corporate governance principles as well

as relative regulations can be looked up on our Company website.

(VII1) Other important information helpful for improving understanding of the governance of the company:
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1. Further education on themes encompassing corporate governance the Company's Directors have received in
the most recent year:

December 31, 2017

Date Hours
Title Name Organizer Course name On this | Year
Start Date End Date
date Total
Taiwan Corporate .
08/04/2017 08/04/2017 - Case sharing of knowledge management 3hr
Governance Association
Chairman Yu-Lon Chiao - 6hr
Taiwan Corporate . .
04/07/2017 04/07/2017 - Corporate operation based on industry 4.0 3hr
Governance Association
Taiwan Corporate .
08/04/2017 08/04/2017 L Case sharing of knowledge management 3hr
Governance Association
Taiwan Corporate . X
04/07/2017 04/07/2017 o Corporate operation based on industry 4.0 3hr
Governance Association
Yu-Hwei Embracing the tide of change and rolling with
Vice Chairman X . it; greeting the new era of loT and industry 4.0 10.5hr
Chiao Taiwan Corporate L .
01/05/2017 01/05/2017 - The struggle between globalization and anti- 3hr
Governance Association o .
globalization — Challenges to global economic
and trade development
Taiwan Corporate The development of global economic trends —
01/05/2017 01/05/2017 P L ) P & 1.5hr
Governance Association |Economic outlook for 2017
Al eating the world. What's the future of
Taiwan Corporate work?
2017/11/30 2017/11/30 P - . 3hr
Governance Association |The past, present and future of artificial
intelligence
Taiwan Corporate Current international eco-political situations;
2017/11/30 2017/11/30 o ) ) ) 3hr
Governance Association |Confucian management philosophies
Taiwan Corporate
2017/08/04 2017/08/04 P - Case sharing of knowledge management 3hr
Governance Association
Yu-Chen Experience sharing on leadership changes—the
Directors i & Taiwan Corporate power driving the transformation of Taipower 16.5hr
Chiao 2017/07/06 2017/07/06 e i 3hr
Governance Association [Can 10T Make Semiconductor Great
Again?
Embracing the tide of change and rolling with
. it; greeting the era of 10T and industry 4.0
Taiwan Corporate o .
2017/01/05 2017/01/05 - The struggle between globalization and anti- 3hr
Governance Association o .
globalization — Challenges to global economic
and trade development
Taiwan Corporate The development of global economic trends —
2017/01/05 2017/01/05 L R 1.5hr
Governance Association |Economic outlook for 2017
Al eating the world. What's the future of
Taiwan Corporate work?
2017/11/30 2017/11/30 P - s 3hr
Governance Association |The past, present and future of artificial
Yu-Heng intelligence
Directors . - - - — - - Shr
Chiao Taiwan Corporate Current international eco-political situations;
2017/11/30 2017/11/30 e X . ) 3hr
Governance Association |Confucian management philosophies
Taiwan Corporate i .
2017/04/07 2017/04/07 L Corporate operation based on industry 4.0 3hr
Governance Association
Taiwan Corporate X .
2017/04/07 2017/04/07 - Corporate operation based on industry 4.0 3hr
Governance Association
Embracing the tide of change and rolling with
o . it; greeting the era of loT and industry 4.0
) Hui-Ming Taiwan Corporate o .
Directors 2017/01/05 2017/01/05 - The struggle between globalization and anti- 3hr 7.5hr
Cheng Governance Association o .
globalization — Challenges to global economic
and trade development
Taiwan Corporate The development of global economic trends —
2017/01/05 | 2017/01/05 porate elop & 1.5hr
Governance Association |Economic outlook for 2017
Al eating the world. What's the future of
Taiwan Corporate work?
2017/11/30 2017/11/30 P L . 3hr
Governance Association |The past, present and future of artificial
. L intelligence
Directors Wei-Shin Ma - - - — 12hr
Taiwan Corporate Current international eco-political situations;
2017/11/30 2017/11/30 - . ) ) 3hr
Governance Association |Confucian management philosophies
Taiwan Corporate .
2017/08/04 2017/08/04 - Case sharing of knowledge management 3hr
Governance Association
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Date Hours
Title Name Organizer Course name On this | Year
Start Date End Date
date Total
Taiwan Corporate . .
2017/04/07 2017/04/07 - Corporate operation based on industry 4.0 3hr
Governance Association
Taiwan Corporate .
2017/08/04 2017/08/04 - Case sharing of knowledge management 3hr
Governance Association
Embracing the tide of change and rolling with
Corporate . it; greeting the era of loT and industry 4.0
i . Taiwan Corporate o i
Director Tung-Yi Chan 2017/01/05 2017/01/05 L The struggle between globalization and anti- 3hr 7.5hr
. Governance Association o .
Representative globalization — Challenges to global economic
and trade development
Taiwan Corporate The development of global economic trends —
2017/01/05 2017/01/05 e ) 1.5hr
Governance Association |Economic outlook for 2017
When theories on the corporate secretary
Securities and Futures system meet practice — another discussion on
2017/08/21 2017/08/21 . 3hr
Institute new corporate governance systems after the
overhaul of The Company Act
- International and Taiwan's development
Securities and Futures . i
2017/08/21 2017/08/21 i against tax avoidance & countermeasures 3hr
Independent | Steve Ruey- Institute .
. companies should adopt 15hr
Directors Long Chen - — -
Taiwan Corporate Corporate governance and criminal risks
2017/08/09 2017/08/09 L 3hr
Governance Association |management
Taiwan Corporate
2017/08/04 2017/08/04 P - Case sharing of knowledge management 3hr
Governance Association
Taiwan Corporate Legal Liability of Directors and Supervisors
2017/07/26 2017/07/26 P e g ) Y o P 3hr
Governance Association |arising in Mergers and Acquisitions
Securities and Futures Disclosure of material company information
2017/09/20 2017/09/20 ) -~ ) 3hr
Institute and the responsibilities of board directors
Taiwan Securities . . .
2017/09/06 2017/09/06 . Insider trading and money laundering control 3hr
Association
. Behind-the-scenes driving force for corporate
Taiwan Corporate .
2017/08/29 2017/08/29 - governance — unveiling the mystery 1lhr
Governance Association . .
surrounding company secretaries
Taiwan Corporate
2017/08/04 2017/08/04 P - Case sharing of knowledge management 3hr
Governance Association
Taiwan Securities Organizational tenacity — opportunities and
2017/06/14 2017/06/14 o & o Y ) pApA o 3hr
i X Association challenges facing financial digitalization
Independent Ming-Ling
. . Addendums & amendments to important 21hr
Directors Hsueh Taiwan Corporate ! i i
2017/04/28 2017/04/28 L financial regulations and trends — another 3hr
Governance Association | K . L .
discussion on the prevention of insider trading
Taiwan Corporate
2017/04/07 2017/04/07 P - Corporate operation based on industry 4.0 3hr
Governance Association
. How can corporate operation deal with
Taiwan Corporate . . .
2017/03/28 2017/03/28 L international risks? — (a makeup course for 1hr
Governance Association |, X .
international relations)
Addendums & amendments to important
Taiwan Securities financial regulations and trends — another
2017/03/07 2017/03/07 L ) . . N 1hr
Association discussion on the constructive functionality of
board directors
Taiwan Corporate Liabilities of board directors and supervisors
2017/11/01 2017/11/01 L . . . 3hr
Governance Association |for inaccurate financial statements
Taiwan Corporate .
2017/08/04 2017/08/04 L Case sharing of knowledge management 3hr
Independent . . Governance Association
i King-Ling Du - - - - - 12hr
Directors Taiwan Corporate Seeing through financial statements for hidden
2017/08/02 2017/08/02 L 3hr
Governance Association |key messages
Taiwan Corporate X .
2017/04/07 2017/04/07 - Corporate operation based on industry 4.0 3hr
Governance Association
Taiwan Corporate .
. 2017/08/04 2017/08/04 - Case sharing of knowledge management 3hr
Independent |Shiang-Chung Governance Association 6h
r
Directors Chen Taiwan Corporate ) .
2017/04/07 2017/04/07 - Corporate operation based on industry 4.0 3hr
Governance Association

2. For the attendance of Board meetings by Directors and Supervisors, please refer to "Corporate Governance
Report. 4. Status of Corporate Governance (1), (2)."
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3. Further education in corporate governance participated by the Company's managers (including President, Vice
President, Managers of BUs, Accounting head, Finance head, etc.) in 2017:

December 31, 2017

Date Hours
Title Name Organizer Course name On this | Annual
Start Date End Date
date total
Taiwan Corporate
2017/04/07 2017/04/07 P - Corporate operation based on industry 4.0 3hr
Governance Association
Taiwan Corporate The development of global economic trends —
. L 2017/01/05 2017/01/05 L ) 1.5hr
President |Hui-Ming Cheng Governance Association |Economic outlook for 2017 7.5hr
. Greeting the new era of loT and industry 4.0
Taiwan Corporate o
2017/01/05 2017/01/05 - Rising up to the challenges and development 3hr
Governance Association |
in global economy and trade
Served
concurrently Taiwan Corporate
2017/04/07 2017/04/07 P L Corporate operation based on industry 4.0 3hr
by a vice Governance Association
president
Fred Pan 6hr
Commerce &
Real Estate Taiwan Corporate
2017/08/04 2017/08/04 P . . |case sharing of knowledge management 3hr
BU Governance Association
Head
Vice . Taiwan Corporate .
Juei-Lung Chen 2017/08/04 2017/08/04 - Case sharing of knowledge management 3hr 3hr
President Governance Association
Chief
Taiwan Corporate
information | Gean_Wei Liou 2017/08/04 2017/08/04 P - Case sharing of knowledge management 3hr 3hr
Governance Association
officer
Chief shih Mi
th_Ming Taiwan Corporate
technology 2017/08/04 2017/08/04 P - Case sharing of knowledge management 3hr 3hr
Wang Governance Association
officer
Copper Wire . . Taiwan Corporate .
Witty Liao 2017/08/04 2017/08/04 e Case sharing of knowledge management 3hr 3hr
BU Manager Governance Association
Stainless
. Taiwan Corporate .
Steel BU | Tian-Rong Chen| 2017/08/04 2017/08/04 e Case sharing of knowledge management 3hr 3hr
Governance Association
Manager
Specialty .
Taiwan Corporate . .
Steel BU C.C. Chen 2017/04/07 2017/04/07 o Corporate operation based on industry 4.0 3hr 3hr
Governance Association
Manager
Taiwan Corporate
Head of 2017/04/07 2017/04/07 P - Case sharing of knowledge management 3hr
. Governance Association
Accounting Nora Lin - 6hr
Taiwan Corporate . .
Dept 2017/04/07 2017/04/07 L Corporate operation based on industry 4.0 3hr
pt. Governance Association
Taiwan Corporate X .
Head of 2017/04/07 2017/04/07 - Corporate operation based on industry 4.0 3hr
. Governance Association
Financial Sophi Pan - 6hr
Taiwan Corporate .
Dept 2017/08/04 2017/08/04 - Case sharing of knowledge management 3hr
pt. Governance Association
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(9) Implementation Status of Internal Control System

1. Statement on Internal Control
Walsin Lihwa Corporation
Statement on Internal Control System

Date: February 23, 2018

In 2017, the Company conducted an internal examination in accordance with its Internal Control Regulations

and hereby declares as follows:

1. The Company is aware that it is the Board’s and managers' responsibility to establish, implement and
maintain an internal control system, and the Company has set up such a system. The purpose of the system
is to ensure the effectiveness and efficiency (including profitability, performance and protection of assets) of
the Company's operations, compliance with relevant laws and regulations and that its financial statements
are reliable, up to date and easily accessible.

2. Internal control systems have their inherent limitations. No matter how well they are designed, an effective
internal control system can only reasonably ensure achievement of the three above objectives. In addition,
an internal control system's effectiveness may change as the environment and circumstances change. The
internal control system of the Company features a self-monitoring mechanism. Once identified, the
Company will take actions to rectify any deficiency.

3. The Company determines whether the design and implementation of its internal control system is effective
by referring to the criteria stated in the Regulations Governing Establishment of Internal Control Systems by
Public Companies (hereinafter the "Regulations"). The Regulations provides measures for judging the
effectiveness of the internal control system. There are five components of an internal control system, as
specified in the Regulations, which are broken down based on the management-control process, namely:
(1) control environment, (2) risk evaluation, (3) control operation, (4) information and communication and
(5) monitoring. Each of the elements in turn contains certain audit items. Refer to the Regulations for details.

4. The Company uses the above criteria to determine whether the design and implementation of its internal
control system is effective.

5. After an evaluation of the Company's internal control system based on the above criteria, the Company is of
the opinion that, as of December 31, 2017, its internal control system (including supervision and
management of subsidiaries) is effective and therefore can reasonably ensure achievement of the above
objectives, which include awareness of the degree to which operating results and goals are achieved,
compliance with the law and that its financial reporting is reliable, up to date and easily accessible.

6. This statement shall become a principal part of the Company's annual report and prospectus and be made
available to the public. Any illegal misrepresentation or omission relating to the public statement above is
subject to the legal consequences under Articles 20, 32, 171 and 174 of the Securities and Exchange Act.

7. This statement has been approved on February 23, 2018 by the Board, with none of the 10 Directors
present opposing it.

Walsin Lihwa Corporation

Chop
Chairman: Yu-Long Chiao

President: Hui-Ming Cheng Chop
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2. If CPAs are engaged to review the internal control system, their report shall be disclosed: None.

(10) In the most recent year, as of the day the annual report was prepared, the Company and its personnel
have been penalized according to the law, the Company has penalized its personnel for having
violated its internal control system, major deficiencies and corrective actions: None.

(X1) In the most recent year, resolutions passed at the AGM and board meetings, as of the day the annual

report was prepared.

The Company hosted its 2017 AGM on May 26, 2017 at the 1st Floor Multimedia Conference Room, No.15, Alley
168, Xingshan Road, Neihu District, Taipei City. The following decisions, with implementation details, were made
during the meeting:

Approvals, Discussions and Election Matters:

Motion No. 1

Description:

Resolution:

Implementation
Status:

To accept our Company's 2016 Business Report, Balance Sheet, Consolidated Profit & Loss
Statement, Changes in Equity Statement and Cash Flow Statement.

After a vote was held, the number of yeas exceeded the legal threshold and the motion was
passed.

This was announced as an important resolution on the day of the Shareholders Meeting.

Motion No. 2
Description: To accept our Company's 2016 Profit Distribution Table.
Resolution: After a vote was held, the number of yeas exceeded the legal threshold and the motion was

Implementation

passed.

July 18, 2017 was the base date for dividend distribution and such distribution was completed

Status: on August 3, 2017. (Each share was issued a cash dividend of NTS0.7.)

Motion No. 3

Description: Amendments to our Company's Articles of Incorporation.

Resolution: After a vote was held, the number of yeas exceeded the legal threshold and the motion was

Implementation
Status:

passed.

As provided by law, we applied for change in the corporate registration and such change was
approved by the Ministry of Economic Affairs as evidenced by its letter Ref. Jing-Shou-Shang-
Zi-Di No. 10601077170 dated 2017/06/16 and was published in our official website.

Motion No. 4

Description:

Resolution:

Implementation
Status:

Amendments to our Company's "Rules of Procedures for Shareholders Meetings" and
"Regulations for Election of Directors".

After a vote was held, the number of yeas exceeded the legal threshold and the motion was
passed.

Relevant operations were handled in accordance with the revised regulations and the revised

content was disclosed on the MOPS as well as our official website.

Motion No. 5

Description: Amendments to our Company's "Regulations for the Acquisition and Disposal of Assets",
"Regulations for Lending Capital to Others", "Regulations for Endorsements and Guarantees"
and "Procedures for Derivatives Trading".

Resolution: After a vote was held, the number of yeas exceeded the legal threshold and the motion was
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passed.
Relevant operations were handled in accordance with the revised regulations and the revised

content was disclosed on the MOPS as well as our official website.

Motion No. 6

Description:

Election results:

To elect our Company's directors of the 18th term.

Implementation

Directors: Yu-Lon Chiao, Yu-Hwei Chiao, Yu-Cheng Chiao, Yu-Heng Chiao, Hui-Ming Cheng,
Wei-Shin Ma and Chin-Xin Investment Co., Ltd. Rep.: Tung-Yi Chan, totaling seven
persons.

Independent Directors: Steve Ruey-Long Chen, Ming-Ling Hsueh, King-Ling Du and Shiang-

Chung Chen, totaling four persons.
These important election results were announced on the day of the Shareholders Meeting.

Status: The names of the new directors were approved by the Ministry of Economic Affairs as
evidenced by its letter Ref. Jing-Shou-Shang-Zi-Di No. 10601077170 dated 2017/06/16.

Motion No. 7

Description: To lift the non-competition ban on directors imposed by Article 209 of the Company Act.

Resolution: After a vote was held, the number of yeas exceeded the legal threshold and the motion was

Implementation

Status:

passed.

This was announced as an important announcement on the day of the Shareholders Meeting.

Important resolutions adopted by 2017 Board meetings as of the day the annual report was prepared

2017/01/13 (17th Board, 18th Meeting)

Important  Capital reduction of US$11.3 million in order to reduce the unused cash pool of our company's
Resolutions: overseas subsidiaries.

Results: Proposal passed.

Important  To approve subsidiaries' lending of US$253.48 million and RMB1.9 billion for a period of one year.
Resolutions:

Results: Proposal passed.

Important  To donate NT$2 million to Hannstar Culture and Education Foundation.

Resolutions:

Results: Proposal passed.

Recusal: Wei-Shin Ma.

Important  To lift the non-competition ban on managers.

Resolutions:

Results: Proposal passed.

Important  To propose the 2016 performance bonus amounts for the Board Chairman and Vice Chairman.
Resolutions:

Results: Proposal passed.

Recusal: Yu-Lon Chiao and Yu-Hwei Chiao

Important  Motion to review managers' performance evaluation as well as bonuses and compensation for
Resolutions: 2016.

Results: Proposal passed.

Recusal: Hui-Ming Cheng
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2017/02/17 (17th Board, 19th Meeting)

Important  Distribution of remuneration to employees, directors and supervisors for 2016.

Resolutions:
Results: Proposal passed.
Recusal: Hui-Ming Cheng
Important  Proposal of the 2016 Profit Distribution Table.
Resolutions:
Results: Proposal passed.
Important
Proposal of the 2016 Internal Control System Statement.
Resolutions:
Results: Proposal passed.

Important  We have appointed Deloitte Taiwan as our CPAs. Their annual remuneration and independence
Resolutions: evaluation are proposed for review and approval.

Results: Proposal passed.

Important  Amendments to our company's Articles of Incorporation.
Resolutions:

Results: Proposal passed.

Important  To lift the non-competition ban on the 18th Board members.

Resolutions:
Results: Proposal passed.
Recusal: Yu-Lon Chiao, Yu-Hwei Chiao, Yu-Cheng Chiao, Yu-Heng Chiao, Wu-Shung Hong (on behalf of Wei-

Shin Ma), Ming-Ling Hsueh, King-Ling Du and Shiang-Chung Chen.

Important  To discuss and approve revision to our company's Regulations for the Acquisition or Disposal of
Resolutions: Assets.
Results: Proposal passed.

Important To amend our Regulations for Lending Capital to Others, Regulations for Endorsements and
Resolutions: Guarantees and Procedures for Derivatives Trading.

Results: Proposal passed.

Important  To hold the 2017 Annual Shareholders Meeting on a designated date.
Resolutions:

Results: Proposal passed.

Important  Our company plans to fund a cash capital increase of Powertek Energy Co. with a maximum of
Resolutions: NT$460 million.
Results: Proposal passed.

Recusal: King-Ling Du

Important  To dispose of Office Building No. 4 of Phase | on Lots A & B of Walsin (Nanjing) Development Co.,
Resolutions: Ltd.

Results: Proposal passed.

2017/04/07 (17th Board, 20th Meeting)

Important  To lift the non-competition ban on the 18th Board members.

Resolutions:
Results: Proposal passed.
Recusal: Yu-Lon Chiao

Important  To lift the non-competition ban on managers.

Resolutions:
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Results:

Proposal passed.

2017/05/05 (17th Board, 21st Meeting)

Important  Our company plans to fund a cash capital increase of Powertek Energy Corporation with a
Resolutions: maximum of NT$693 million.

Results: Proposal passed.

Recusal: King-Ling Du

Important  To decide on the capital decrease date of the 20th share buyback.

Resolutions:

Results: Proposal passed.

Important  Amendments to our internal control system regulations and the stock affairs operation's internal
Resolutions: control principles concerning the financing cycle.

Results: Proposal was passed and 2017/05/26 was set up as the effective date for the new regulations.
Important  To approve the charter for the Audit Committee.

Resolutions:

Results: Proposal was passed and 2017/05/26 was set up as the effective date for the charter.

2017/05/26 (18th Board, 1st Meeting)

Important

Resolutions:

Results:

Recusal:

In response to the reorganized Board of Directors, it is proposed to appoint the three independent
directors Ming-Ling Hsueh, King-Ling Du and Shiang-Chung Chen as our 3rd Compensation
Committee's members for a term from May 26, 2017 to May 25, 2020 (on the expiration of the
current term of office of the Board of Directors).

Proposal passed.

Ming-Ling Hsueh and King-Ling Du.

2017/08/04 (18th Board, 2nd Meeting)

Important  Amendments to our "Charter for the Compensation Committee", "Regulations for Remunerations

Resolutions: to Directors, Supervisors and Functional Committees' Members" and "Regulations for the Board of
Directors' Performance Evaluation".

Results: Proposal passed.

Important It is proposed to revise our company’s “Regulations for the Interested Parties to Make Suggestions

Resolutions: or Complaints to the Supervisory Unit".

Results: Proposal passed.

Important It is proposed to appoint Mr. Gean_Wei Liou as our Chief Information Officer and Mr. Shih_Ming

Resolutions: Wang as our Chief Technology Officer.

Results: Proposal passed.

Important  To continue buying liability insurance for our directors of this term and important staff.

Resolutions:

Results: Proposal passed.

Important  To lift the non-competition ban on managers.

Resolutions:

Results: Proposal passed.

Important It is proposed that Walsin Lihwa Holdings Ltd. agree to lending our company a revolving fund of

Resolutions: US$200 million maximum.

Results: Proposal passed.
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2017/11/02 (18th Board, 3rd Meeting)

Important  Itis planned to participate in Winbond Electronics Corporation's issuing new shares for cash capital

Resolutions: increase in 2017.

Results: Proposal passed.

Recusal: Yu-Cheng Chiao and Tung-Yi Chan.

Important  In order to obtain residential development land, Walsin (Nanjing) Development Co., Ltd. intends to

Resolutions: participate in the land listing and transfer held by the Land Reserve Center of Jiangyin
Administration.

Results: Proposal passed.

Important ~ Our 2018 Audit Plan is proposed for review and approval.

Resolutions:

Results: Proposal passed.

Important  The amendment to our internal audit regulations is proposed for review and approval.

Resolutions:

Results: Proposal passed.

Important Amendments to the charter for the Audit Committee.

Resolutions:

Results: Proposal passed.

Important  Itis proposed to amend some provisions of our company’s operational procedures for the internal

Resolutions: major information handling and for the statistical verification during the Shareholders Meeting.

Results: Proposal passed.

Important  Itis proposed to appoint Mr. Kevin Niu as our Chief Marketing Officer.

Resolutions:

Results: Proposal passed.

Important It is proposed to amend the Regulations for Remuneration to the Directors and Functional

Resolutions: Committees' Members, the relevant Table attached to the Regulations for the Board of Directors'
Performance Evaluation and the attachment to the Regulations for Managers' Performance
Evaluation and Remunerations.

Results: Proposal passed.

2018/01/19 (18th Board, 4th Meeting)

Important  Amendments to some provisions of our Corporate Social Responsibility Best Practice Principles.
Resolutions:

Results: Proposal passed.

Important  Amendments to some provisions of our Corporate Governance Best Practice Principles.
Resolutions:

Results: Proposal passed.

Important  Amendments to some provisions of our company's Articles of Incorporation.

Resolutions:

Results: Proposal passed.

Important It is proposed to revise our Regulations for Lending Capital to Others and our Regulations for
Resolutions: Endorsements and Guarantees.

Results: Proposal passed.

Important  To propose the 2017 performance bonus amounts for the Board Chairman and Vice Chairman.
Resolutions:

Results: Proposal passed.
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Recusal: Yu-Lon Chiao and Yu-Hwei Chiao

Important  Motion to review managers' performance evaluation as well as bonuses and compensation for
Resolutions: 2017.
Results: Proposal passed.

Recusal: Hui-Ming Cheng

2018/02/23 (18th Board, 5th Meeting)

Important  Distribution of remuneration to directors and employees for 2017.

Resolutions:
Results: Proposal passed.
Recusal: Hui-Ming Cheng

Important  The change of our accounting head and his/her salary/compensation are proposed for review and
Resolutions: approval.

Results: Proposal passed.

Important  Proposal of the 2017 Profit Distribution Table.

Resolutions:

Results: Proposal passed.

Important  Proposal of the 2017 Internal Control System Statement.
Resolutions:
Results: Proposal passed.

Important  We have appointed Deloitte Taiwan as our CPAs. Their annual remuneration and independence &
Resolutions: competence evaluations are proposed for review and approval.

Results: Proposal passed.

Important  To lift the non-competition ban on directors imposed by Article 209 of the Company Act.

Resolutions:

Results: Proposal passed.

Recusal: Wei-Shin Ma and Steve Ruey-Long Chen.

Important  To hold the 2018 Annual Shareholders Meeting on a designated date.
Resolutions:

Results: Proposal passed.

Important  Our company intends to participate in Powertec Energy Corporation's issuing new shares for cash
Resolutions: capital increase.

Results: Proposal passed.

Important  To agree that our subsidiaries may lend to our company or their counterparts a total amount of
Resolutions: US$523.48 million and RMB3.8 billion.

Results: Proposal passed.

(XN1) In the most recent year, as of the day the annual report was prepared, directors or supervisors held
different opinions (on record or with written statement) about important resolutions passed at Board
meetings and the major contents are: None.

(XH1) In the most recent year, as of the day the annual report was prepared, any of Chairman, President,
accounting head, finance head, internal audit head and R&D head resigned or was discharged:

March 30, 2018
Reason for resignation

Title Name Date of appointment Date of dismissal L
or dismissal

Accounting head Nora Lin 2015.11.01 2018.03.01 Position Adjustment
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V. Information on CPAs' fees

(1) CPA fee schedule

Name of CPA firm CPA name Period of the Audit Remarks

Deloitte Touche Tohmatsu

. Ming-Yu Chiu | Hung-BinYu |2017.01.01 ~2017.12.31
Limited

Unit: NT$1,000

Item
Audit fees Non-audit fees Total
Fee schedule

1 |Lessthan 2,000 429 429
2,000 (inclusive) ~ 4,000
4,000 (inclusive) ~ 6,000
6,000 (inclusive) ~ 8,000
8,000 (inclusive) ~ 10,000 9,974 9,974

10,000 (inclusive) and above

|| wWIN

(1) Paying at least one-fourth of non-audit fees to the certifying CPA, the certifying CPA firm and its affiliates:

Unit: NT$1,000

Non-audit fees
Name of CPA Audit B e | L
. CPA name & %,’ @G |8 z = 5‘ CPA audit period Remarks
firm fees 2 =+ |5 5 [ 3 =3 o
w 0 L o 3 0 =]
>3 1548|835 ¢ g
= %)
Deloitte Ming-Yu "Other" itemn i
Touche Chiu 2017.01.01 ~ er-ttemin
9,974 - 18| - 411 429 the non-audit
Tohmatsu Hung-Bin 2017.12.31
- fees: CSR Report
Limited Yu

(111) Change of CPA firm and the audit fees paid in the year of the change are less than those paid in the
previous year: Not applicable.

(IV) Audit fees paid in the current year are at least 15% less than those paid in the previous year: Not
applicable.
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VI. Information on the replacement of CPAs:

() About the previous CPAs:

Date of replacement February 17, 2017
Reason for the replacement and |Organizational changes of Deloitte Touche Tohmatsu Limited
explanation
ontracting parties .
. . Accountants Appointer
. . Situation
Explain whether the appointer - - B -
. Voluntarily terminates Not applicable. Not applicable.
terminates or CPA refuses to .
. appointment
accept appointment - - -
Refuses to accept (continued) Not applicable. Not applicable.
appointment

Signing an audit report other|ln 2017 and 2016 respectively, the CPAs signed an unmodified opinion with an
than without reservation in the|other matter paragraph because the opinion expressed by the CPAs adopted the
most recent two years and the|audit report of other CPAs.

reason
Accounting principles or practice
Yes Disclosure in financial statements
Do they have opinions different Audit scope or process
from the issuer? Other
None |v/
Description: None.
Other disclosures None.

(1) About the succeeding CPAs:

Name of CPA firm Deloitte Touche Tohmatsu Limited
CPA name Ming-Yu Chiu and Hung-Bin Yu
Date of appointment February 17, 2017

Before appointment, any consultations and results that
may be reported on the accounting methods or None.

principles on specific transactions

Succeeding CPAs' written opinions that are different N
one.

from those of the previous CPAs

(1) Previous CPAs' letter in reply: Not applicable.

VII. Chairman, President, or managers responsible for financial or accounting affairs who worked

for the firm to which the certifying CPA belongs or its affiliate in the most recent year: None.
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more than 10% of the company's shares

8. Transfer and pledge of shares of the directors, supervisors, managers and shareholders holding

() Changes to the shares of the directors, supervisors, managers and shareholders holding more than 10%

of the company's shares:

Current fiscal year up

2017 to
March 27, 2018
Title Name No. of shares No. of Shares
held Shares pledged |shares held| pledged
Increase Increase (decrease) | Increase Increase
(decrease) (decrease) | (decrease)
Chairman Yu-Lon Chiao 0 0 0 0
Vice Chairman Yu-Hwei Chiao 0 0 0 0
Directors Yu-Cheng Chiao 0 0 0 0
Directors Yu-Heng Chiao (180,000) 0 0 0
Director and President Hui-Ming Cheng 0 0 0 0
Directors Wei-Shin Ma 0 0 0 0
Chin-Xin Investment Co.,
4,759,000 0 0 0
. Ltd. (Note 1)
Directors : .
Representative: Tung-Yi
0 0 0 0
Chan (Note 1)
Independent Directors Steve Ruey-Long Chen 0 0 0 0
(Note 1)
Independent Directors Ming-Ling Hsueh 0 0 0 0
Independent Directors King-Ling Du 0 0 0 0
Independent Directors Shiang-Chung Chen 0 0 0 0
Vice President Juei-Lung Chen 0 0 0 0
Vice President Tung-Ben Lin 200,000 0| (108,000) 0
Vice President and Commerce |Fred Pan
0 0 0 0
& Real Estate BU Head
Head of Specialty Steel BU C.C. Chen 0 0 0 0
Head of Stainless Steel BU Tian-Rong Chen 0 0 0 0
Head of Wire and Cable BU Jin-Renn Leu 0 0 0 0
Head of Copper Wire BU Witty Liao 0 0 0 0
Chief Information Officer Gean_Wei Liou (Note 2) 0 0 0 0
Chief Technology Officer Shih_Ming Wang (Note 3) 0 0 0 0
Chief Marketing Officer Kevin Niu(Note 4) 0 0 0 0
Head of Financial Dept. Sophi Pan 0 0 0 0
Head of Accounting Dept. Richard Wu (Note 5) 0 0 0 0
Head of Accounting Dept. Nora Lin (Note 6) 0 0 0 0
Directors Jih-Chang Yang 0 0 0 0
Directors Wu-Shung Hong (Note 7) 0 0 0 0
Supervisor Wen-Yuan Chu (Note 7) 150,000 0 0 0
Walsin Technol
alsin e.c nology 0 0 0 0
. Corporation (Note 7)
Supervisor .
Representative: Yeu-Yuh
0 0 0 0
Chu (Note 7)
Supervisor In-Shek Hsu (Note 7) 0 0 0 0

Shareholders who
respectively hold at least 10%
of outstanding shares

None
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Note 1: Newly appointed on May 26, 2017. Change in shares will be computed starting from the appointment date.

Note 2: Newly appointed on May 15, 2017. Newly assumed Chief Information Officer effective from August 4, 2017. Change in

shares will be computed starting from the May 15, 2017.

Note 3: Newly appointed on August 4, 2017. Change in shares will be computed starting from the appointment date.

Note 4: Newly appointed on December 4, 2017. Change in shares will be computed starting from the appointment date.

Note 5: Newly appointed on March 1, 2018. Change in shares will be computed starting from the appointment date.

Note 6: Appointment ended on March 1, 2018. Change in shares will be computed till that date.

Note 7: Appointment ended on May 26, 2017. Change in shares will be computed till that date.

(2) Information on change in the number of shares retained

March 27, 2018

Relationship between
counterparty and the
Name Reason for |Transaction oY Company, Directors, Number of |Transaction
Share Transfer Date Supervisors and Shares Price
shareholders who hold
more than 10% of all shares
Yu-Heng Chiao| Disposal: Gift | 2017.07.21 | Zi-Rui Chiao Son 90,000 12.45
Yu-Heng Chiao| Disposal: Gift | 2017.07.21 | Zi-Jun Chiao Son 90,000 12.45

(3) Information on Share Pledges: None

spouses or relatives within the second degree of kinship

9. Information on relationships amongst the top ten shareholders and their relationships with

March 27, 2018

Name and relationships
Shares Held by Spouse | Shares Held Under ol [P D =
Shares Held Themselves . shareholders (spouse and
and Underage Children| Name of Others X L
relatives within the
DI second degree) (Note 1) rmare
Number of Number of ke . .
Percentage Percentage| of |Percentage| Name [Relationship
Shares Shares
Shares
LGT Bank (Singapore)
Investment Fund under
the custody of JP 265,496,000 7.89% - - - - - - Note 2
Morgan Chase Bank N.A.
Taipei Branch
Same
person as

Chin-Xin the

Investment |chairman of

Co., Ltd the said
institutional
shareholder
Second
degree of

. . kinship with
Winbond Electronics |, 450 000|  5.94% - - - [Yu-Hwei  [the
Corporation . .

Chiao chairman of
the said
institutional
shareholder
Second
degree of

Yu-Heng kinship with

Chiao the
chairman of
the said
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Name

Shares Held Themselves

Shares Held by Spouse
and Underage Children

Shares Held Under
Name of Others

Name and relationships
of person to top ten
shareholders (spouse and
relatives within the
second degree) (Note 1)

Number of
Shares

Number of

Percentage
g Shares

Percentage

Number
of
Shares

Percentage

Name |Relationship

Remarks

institutional
shareholder

Second
degree of
kinship with
Yu-Chi the

Chiao chairman of
the said
institutional
shareholder

First degree
of kinship
with the
chairman of
the said
institutional
shareholder

Pai-Yung
Hong

Corporation
Representative:
Cheng Chiao

Winbond Electronics

Yu-

39,508,661

1.17%19,032,428 0.57%

0.00%

Same
person as
Chin-Xin the
Investment |chairman of
Co., Ltd the said
institutional
shareholder

Second
degree of
kinship with
Yu-Hwei the

Chiao chairman of
the said
institutional
shareholder

Second
degree of
kinship with
Yu-Heng the

Chiao chairman of
the said
institutional
shareholder

Second
degree of
kinship with
Yu-Chi the

Chiao chairman of
the said
institutional
shareholder

First degree
of kinship
with the
chairman of
the said
institutional
shareholder

Pai-Yung
Hong

Ltd

Chin-Xin Investment Co.,

182,761,000

5.43% - -

Same
Winbond  |person as
Electronics |[the
Corporation [chairman of
the said
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Name and relationships

of person to top ten
Shares Held by Spouse | Shares Held Under T el (s

and Underage Children| Name of Others relatives within the

BETE second degree) (Note 1) TS

Shares Held Themselves

Number
Percentage| of |Percentage| Name [Relationship
Shares

Number of Percentage Number of
Shares g Shares

institutional
shareholder

Second
degree of
kinship with
Yu-Hwei the

Chiao chairman of
the said
institutional
shareholder

Second
degree of
kinship with
Yu-Heng the

Chiao chairman of
the said
institutional
shareholder

Second
degree of
kinship with
Yu-Chi the

Chiao chairman of
the said
institutional
shareholder

First degree
of kinship
with the
chairman of
the said
institutional
shareholder

Pai-Yung
Hong

Same
person as
Winbond |the
Electronics |chairman of
Corporation|the said
institutional
shareholder

Second
degree of
kinship with
Yu-Hwei the

Chiao chairman of
the said
39,508,661 1.17%(19,032,428 0.57% 0 0.00% institutional
shareholder

Chin-Xin Investment Co.,
Ltd
Representative: Yu-

Cheng Chiao Second

degree of
kinship with
Yu-Heng the

Chiao chairman of
the said
institutional
shareholder

Second
Yu-Chi degree of
Chiao kinship with
the
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Name

Shares Held Themselves

Shares Held by Spouse
and Underage Children

Shares Held Under
Name of Others

Name and relationships
of person to top ten
shareholders (spouse and
relatives within the
second degree) (Note 1)

Number of

Percentage
Shares g

Number of
Shares

Percentage

Number
of
Shares

Percentage

Name |Relationship

Remarks

chairman of
the said

institutional
shareholder

First degree
of kinship
with the
chairman of
the said
institutional
shareholder

Pai-Yung
Hong

Yu-Hwei Chiao

91,969,006 2.73%

0.00%

0.00%

Chairman of
the
institutional
shareholder
and the said
shareholder
are within
second
degree of
kinship

Winbond
Electronics
Corporation

Chairman of
the
institutional
shareholder
and the said
shareholder
are within
second
degree of
kinship

Chin-Xin
Investment
Co., Ltd

Second
degree of
kinship

Yu-Heng
Chiao

Second
degree of
kinship

Yu-Chi
Chiao

Pai-Yung
Hong

First degree
of kinship

Norges Bank Investment
Fund under the custody
of Citibank (Taipei).

58,878,360 1.75%

Note 2

Yu-Heng Chiao

57,912,197 1.72%

12,965,390

0.39%

0.00%

Chairman of
the
institutional
shareholder
and the said
shareholder
are within
second
degree of
kinship

Winbond
Electronics
Corporation

Chairman of
the
institutional
shareholder
and the said
shareholder
are within
second

Chin-Xin
Investment
Co., Ltd
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Name and relationships

of person to top ten
Shares Held by Spouse | Shares Held Under T el (s

and Underage Children| Name of Others relatives within the

BETE second degree) (Note 1) TS

Shares Held Themselves

Number of Number of Number
Percentage Percentage| of |Percentage| Name [Relationship
Shares Shares
Shares
degree of
kinship
Yu-Hwei second
Chiao degree of
kinship
Yu-Chi Second
Chiao degree of
kinship
Pai-Yung First degree
Hong of kinship

Vanguard Emerging
Markets Stock Index
Fund under the 55,029,965 1.63% - - - - - - Note 2
custodianship of

Standard Chartered

Chairman of
the
institutional
shareholder
and the said
shareholder
are within
second
degree of
kinship

Winbond
Electronics
Corporation

Chairman of
the
institutional
shareholder
and the said
shareholder
are within
second
degree of
kinship

Yu-Chi Chiao 51,105,470 1.52%| 7,625,347 0.23% 0 0.00% |Chin-Xin
Investment
Co., Ltd

Second
degree of
kinship

Yu-Hwei
Chiao

Second
degree of
kinship

Yu-Heng
Chiao

Pai-Yung First degree
Hong of kinship

Walsin Lihwa Employee

9 B B B ; ; B,
Welfare Committee 47,981,637 1.43%

Walsin Lihwa Employee
Welfare Committee
Chairman: Tian-Rong
Chen

25,300 0.00% 0 0.00% 0 0.00% - -

Chairman of
the
institutional
Winbond |[shareholder
Electronics |and the said
Corporation|shareholder
are within
first degree
of kinship

Pai-Yung Hong 47,635,717 1.42%| 5,372,890 0.16% 0 0.00%

Chin-Xin Chairman of




Corporate Governance Report

Name and relationships
of person to top ten
Shares Held Themselves Shares Held by Spouse shares Held Under shareholders (spouse and
and Underage Children| Name of Others . L
relatives within the
Name second degree) (Note 1) S
Number
MU Percentage L Percentage| of |Percentage Name |Relationship
Shares Shares
Shares

Investment |the

Co., Ltd institutional
shareholder
and the said
shareholder
are within
first degree
of kinship

Yu-Hwei First degree

Chiao of kinship

Yu-Heng First degree

Chiao of kinship

Yu-Chi First degree

Chiao of kinship

Note 1:Calculation of shares held includes the 40,000,000 shares repurchased and held by the Company but not yet transferred or
written off, as of the book closure date set by the 2017 Annual Shareholders' Meeting.

Note 2: Disclosure of relationship pursuant to rules indicated on the issuer's financial statement.
Note 3: The shareholder was a foreign fund account and inquiries have been made of its representative with relevant information

requested: None.

10. The number of shares of the same investee held by the Company, its directors, supervisors,

managers and which the Company controls directly or indirectly, with the aggregate

shareholding percentages

December 31, 2017; Units: Shares; %

Investment by the

Investment of directors,
supervisors, managers or

Combined Investment

Re-Investment Companies Company enterprises under their
(Note) direct or indirect control.
Number of | Percentag| Number of Number of
Percentage Percentage
shares e shares shares

Walsin Lihwa Holdings Limited 391,147,848 100.00 - - 391,147,848 100.00
Walsin Specialty Steel Corp. 405,903,187 100.00 - - 405,903,187 100.00
Touch Micro-System Technology
Corp. 2,100,000 100.00 - - 2,100,000 100.00
Ace Result Global Limited 44,739,988 100.00 - - 44,739,988 100.00
Energy Pilot Limited 20,670,001 100.00 - - 20,670,001 100.00
Market Pilot Limited 127,000,000 100.00 - - 127,000,000 100.00
Min Maw Precision Industry
Corp. 24,150,000 100.00 - - 24,150,000 100.00
Chin-Cherng Construction Co. 277,257,758 99.22 - - 277,257,758 99.22
Walsin Info-Electric Corp. 9,491,461 98.87 - - 9,491,461 98.87
PT. Walsin Lippo Industries 10,500 70.00 - - 10,500 70.00
PT. Walsin Lippo Kabel 1,050,000 70.00 - - 1,050,000 70.00
Joint Success Enterprises Limited 36,058,184 49.05| 37,461,816 50.95 73,520,000 100,00
Chin-Xin Investment Co., Ltd 179,468,270 37.00| 49,313,317 10.16 228,781,587 47.16
HannStar Color Co. Ltd. 47,114,093 33.97| 16,443,216 11.86 63,557,309 45.83
Concord Venture Capital Group 26,670,699 26.67 1,934,486 1.94 28,605,185 28.61
Winbond Electronics Corporation| 883,848,423 22.21| 332,942,465 8.36| 1,216,790,888 30.57
:’::.'m" Advanced Engineering, | g c58376]  20.83| 11,802,034 2.24| 121,430,410 23.07
Walsin Technology Corporation 88,902,325 18.30| 16,648,390 3.43 105,550,715 21.73

Note: Equity method used.
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m Fundraising Overview

1. The Company’s Capital and Shares

(1) Sources of Share Capital

1. Historical Sources of Share Capital

Authorized capital Paid-in capital Remarks
| -
Year/m ;scuea Paid wrl:h
onth . Shares Amount Shares Amount Sources of capital (I8 Other
Price other than
cash
Treasury stock capital Note
91/11 | 10 6,500,000,000 | 65,000,000,000 3,512,976,276 35,129,762,760 |decreased by 100,000,000 No 1
shares
Treasury stock capital Note
92/06 | 10 6,500,000,000 | 65,000,000,000 3,412,976,276 34,129,762,760 |decreased by 100,000,000 No 2
shares
Treasury stock capital Note
92/11 | 10 6,500,000,000 | 65,000,000,000 3,366,067,276 33,660,672,760 decreased by 46,909,000 shares No 3
Treasury stock capital Note
93/01 | 10 6,500,000,000 | 65,000,000,000 3,266,067,276 32,660,672,760 |decreased by 100,000,000 No 4
shares
93/04 | 10 | 6,500,000,000 | 65,000,000,000 | 3,174,491,276 | 31,744,012,760 || casuY stock capital No Note
e e e e decreased by 91,576,000 shares 5
Treasury stock capital Note
93/07 | 10 6,500,000,000 | 65,000,000,000 3,078,236,276 30,782,362,760 decreased by 96,255,000 shares No 6
Bond conversion entitlement
93/08 | 10 6,500,000,000 | 65,000,000,000 3,079,012 601 30,790,126,010 |certificates converted to No None
common shares
Treasury stock capital Note
4, 1 294,601 2,946,01 N
94/05 0 6,500,000,000 | 65,000,000,000 3,006,294,60 30,062,946,010 decreased by 72,718,000 shares o 7
94/08 | 10 | 6,500,000,000 | 65000,000,000 | 3310913261 | 33,109,132,610 | 2Pit@lincreased by earnings N
recapitalization 8
Treasury stock capital Note
95/04 | 10 6,500,000,000 | 65,000,000,000 3,244,314,261 32,443,142,610 decreased by 66,599,000 shares No 9
Treasury stock capital Note
97/11 10 6,500,000,000 | 65,000,000,000 3,194,314,261 31,943,142,610 decreased by 50,000,000 shares No 10
Treasury stock capital
decreased by 27,124,000 shares Note
98/02 | 10 | 6,500,000,000 | 65,000,000,000 | 3,179,200,422 31,792,004,220 |and overseas convertible bonds No 1
converted to 12,010,161
common shares
Treasury stock capital Note
1 119,200,422 1,192,004,22 N
98/09 0 6,500,000,000 | 65,000,000,000 3,119,200, 31,192,004,220 decreased by 60,000,000 shares o 12
Treasury stock capital Note
11 1 200,422 2,004,22 N
98/ 0 6,500,000,000 | 65,000,000,000 3,069,200, 30,692,004,220 decreased by 50,000,000 shares o 13
Cash capital increased by Note
99/12 | 10 6,500,000,000 | 65,000,000,000 3,609,200,422 36,092,004,220 540,000,000 shares No 14
100/01| 10 | 6,500,000,000 | 65,000,000,000 | 3,614,890,804 | 36,148,908,040 |Oerseas convertible bonds No  [None
converted to 5,690,382 shares
100/04| 10 | 6,500,000,000 | 65,000,000,000 | 3,616,000,258 | 36,160,002,580 |O erseas convertible bonds No  [None
converted to 1,109,454
Treasury stock capital Note
102/06 | 10 6,500,000,000 | 65,000,000,000 3,576,000,258 35,760,002,580 N
/ e e e e decreased by 40,000,000 shares ° 15
Treasury stock capital Note
105/05| 10 6,500,000,000 | 65,000,000,000 3,516,000,258 35,160,002,580 N
/ e e e e decreased by 60,000,000 shares ° 16
Treasury stock capital Note
105/10| 10 6,500,000,000 | 65,000,000,000 3,396,000,258 33,960,002,580 |decreased by 120,000,000 None 17
shares
106/06| 10 | 6500,000,000 | 65,000,000,000 | 3,366,000,258 | 33,660,002,580 | casurY stock capital None | NOte
T e T e decreased by 30,000,000 shares 18
Note 1: Approval letter Tai-Cai-Zheng (3) No. 0910155823, dated Note 10: Letter Jin-Guan-Zheng (3) No. 09700511511, dated
2002.10.16 2008.09.24
Note 2:  Approval letter Tai-Cai-Zheng (3) No. 0920110106, dated Note 11: Letter Jin-Guan-Zheng (3) No. 0970065169, dated
2003.03.25 2008.11.28
Note 3: Approval letter (2001) Tai-Cai-Zheng (3) No. 101196, dated  Note 12: Letter Jin-Guan-Zheng (Jiao) No. 0980027679, dated
2001.02.08 2009.06.06
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Note 4:  Approval letter Tai-Cai-Zheng (3) No. 0920159026, dated Note 13: Letter Jin-Guan-Zheng (Jiao) No. 0980050862, dated
2003.12.15 2009.09.21

Note 5: Approval letter Tai-Cai-Zheng (3) No. 0930110000, dated Note 14: Letter Jin-Guan-Zheng (Fa) No. 0990051578, dated
2004.03.24 2010.09.28

Note 6: Approval letter Tai-Cai-Zheng (3) No. 0930125152, dated Note 15: Letter Jin-Guan-Zheng (Jiao) No. 0990025440, dated
2004.06.03 2010.05.12

Note 7:  Approval letter Jin-Guan-Zheng (3) No. 0940110778, dated  Note 16: Letter Jin-Guan-Zheng (Jiao) No. 1050021717, dated
2005.03.30 2016.05.27

Note 8: Approval letter Jin-Guan-Zheng (1) No. 0940124111, dated  Note 17: Letter Jin-Guan-Zheng (Jiao) No. 1050040371, dated
2005.06.16 2016.10.03

Note 9: Approval letter Jin-Guan-Zheng (3) No. 0950105881, dated  Note 18: Letter Jin-Guan-Zheng (Jiao) No. 1030014322, dated
2006.02.20 2014.04.17

2. Types of Shares
March 27, 2018

Authorized Capital
Types of Shares Issued and Remarks
Shares Outstanding (Note 1) Unissued Shares Total
Common
Shares 3,366,000,258 3,133,999,742 6,500,000,000 (Note 2)

Note 1: Public shares; Includes 40,000,000 shares repurchased and held by the Company but not yet transferred or cancelled.

Note 2: The Company’s capital includes NT$8,000,000,000 for the issuance of share warrants, corporate bonds with share
warrants or preferred shares with share warrants, up to eight hundred million shares at a par value of NT$10 per share,
which may be issued in separate tranches.

3. Information on Shelf Registration: None.

(2) Shareholder Structure
March 27, 2018

areholders . ) Foreign
Government| Financial Other Legal
Numbe Individuals Institutions and Total
Institutions | Institutions Persons
Individuals
Number 6 51 180 136,326 422 136,985
No. of Shares 22,853,054 43,944,640\ 717,498,592| 1,418,226,207 1,163,477,765| 3,366,000,258
Held
Shareholding 0.68% 1.31% 21.32% 42.13% 34.56% 100%

Note 1: Includes 40,000,000 shares repurchased and held by the Company, as of the book closure date for the 2018 AGM, but
not yet transferred or cancelled.
Note 2: Ratio of shares held by investors in China: 0%.

(3) Distribution of Shareholders

1. Distribution of Common Shares:
March 27, 2018

Shareholding Number of shareholders Shares Held (Note) Shareholding

1 to 999 61,572 15,609,052 0.46%
1,000 to 5,000 47,236 108,749,315 3.23%
5,001to 10,000 13,098 98,464,310 2.93%
10,001 to 15,000 4,771 59,338,541 1.76%
15,001to 20,000 2,904 53,014,850 1.58%
20,001to 30,000 2,559 64,158,805 1.91%
30,001to 50,000 1,990 79,262,058 2.35%
50,001 to 100,000 1,407 100,752,473 2.99%
100,001 to 200,000 649 92,666,458 2.75%
200,001 to 400,000 358 97,540,141 2.90%
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Shareholding Number of shareholders Shares Held (Note) Shareholding
400,001 to 600,000 93 45,659,952 1.36%
600,001 to 800,000 55 39,147,586 1.16%
800,001 to 1,000,000 38 34,702,756 1.03%
1,000,001 and more 255 2,476,933,961 73.59%
Total 136,985 3,366,000,258 100%

Note: Includes 40,000,000 shares repurchased and held by the Company, as of the book closure date for the 2018 AGM, but

not yet transferred or cancelled -

2. Distribution of Preferred Shares: None.

(4) List of Major Shareholders

March 27, 2018

Number of Shares

Shareholding (Note)

Major Shareholders Held
LGT Bank (Singapore) Investment Fund under the custody of JP
Morgan Chase Bank N.A. Taipei Branch 265,496,000 7:89%
Winbond Electronics Corporation 200,000,000 5.94%
Chin-Xin Investment Co., Ltd 182,761,000 5.43%
Yu-Hwei Chiao 91,969,006 2.73%
Norges Bank Investment Fund under the custody of Citibank (Taipei). 58,878,360 1.75%
Yu-Heng Chiao 57,912,197 1.72%
Vanguard Emerging Markets Stock Index Fund under

. . 55,029,965 1.63%
custodianship of Standard Chartered
Yu-Chi Chiao 51,105,470 1.52%
Walsin Lihwa Employee Welfare Committee 47,981,637 1.43%
Pai-Yung Hong 47,635,717 1.42%

Note: The shareholding calculation includes the 40,000,000 shares repurchased and held by the Company, as of the book

closure date for the 2018 AGM, but not yet transferred or cancelled.

(5) Stock Price, Net Value, Earnings, Dividends and Related Information for the Past Two Years

Year Current Year up to
2016 2017
Item March 30, 2018

High 13.65 18.25 18.40
Share
Price Low 6.83 11.55 14.65
(Note 1)

Average 10.43 14.50 17.24
Net Value | asic 18.66 20.95 -
per Share
(Note2) | Diluted 17.97 19.96 -
Earnings Weighted average shares 3,424,730,253 3,326,000,000 -
per Share | Earnings per share 1.33 1.97 -

Cash dividend (Note 3) 0.70 1.00 B
Dividend | Stock - - - -
per Share Dividend - - - -

Accumulated unpaid -

dividend (Note 4)

Price-earnings ratio (Note 5) 7.27 7.14 B
Return

. Price-dividend ratio (Note 6) 13.81 14.06 B

Analysis

Cash dividend yield (Note 7) 0.07 0.07 B
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* If shares are distributed in connection with a capital increase out of earnings or capital reserves, information on market

prices and cash dividends retroactively adjusted based on the number of shares after distribution shall be disclosed.

Note 1: The highest and lowest share prices for each ear is provided, with the average price for the year computed based on
each year’s transaction amount and volume.

Note 2: Use the number of the outstanding issued shares at year’s end and the distribution passed at the following year’s
shareholders' meeting to fill in.

Note 3: If it is necessary to make adjustments retroactively due to situations such as issuance of bonus shares, the earnings
per share before and after the adjustments should be listed.

Note 4: If the conditions of the equity issuance require that dividends not yet distributed for the year be accumulated and
paid out in a later year with positive earnings, the dividends that have been accumulated up to the current year and
not yet distributed shall be disclosed separately.

Note 5: Price-earnings ratio = Average per share closing price for the year / earnings per share.

Note 6: Price-dividend ratio = Average per share closing price for the year / cash dividend per share.

Note 7: Cash dividend yield = Cash dividend per share / average per share closing price for the year.

(6) Dividend Policy and Implementation Status

1. Dividends Policy Specified in the Company's Articles of Association

The Company has a variety of products in different stages of development. In order to promote sustainable
development of the Company, the Company’s dividend issuance policy is based on the Company's future plans,
industry environment, cash-flow requirements, financial structure and profit status. Dividends will be issued
on a conservative, sustainable basis. Dividends issued to shareholders will be in the form of stocks and cash.
Cash dividends will be prioritized, followed by stock dividends. Cash dividends should not be lower than 50%
of the total issued amount.

The amount of profit to be retained and the conditions, timing, amount and type of share dividends to be
declared shall be pursuant to changes to economic and industry outlook. Consideration should also be given
to the Company's future development needs and profitability such that they may be adjusted at the
appropriate time.

2. Dividends Distribution to be Proposed to the Shareholders’ Meeting

According to the decision of the Company's 15th board meeting of the 18th term, cash dividends issued to
shareholders in 2017 shall be NT$3,326,000,258, averaging NTS1 per share. (As of February 23, 2018, the
Company had issued 3,366,000,258 shares. After subtracting 40,000,000 treasury shares, the Company had
3,326,000,258 shares in circulation. )

In the future, if the Company repurchases shares, thereby influencing the amount of shares in circulation and
changing the price per share in circulation, it is proposed that the shareholders meeting authorize the
chairman of the board to adjust the number of circulating stocks on the ex-dividend date.

This dividend issuance is approved by the 2018 AGM, which authorized the chairman of the board to
determine the ex-dividend date and other details.

The smallest unit of the cash dividend is NTS1. Amounts smaller than NTS1 will not be calculated; the
Company will categorize it as miscellaneous income.

3. Explanation regarding expected major changes to dividend policy:
The Company is going to amend the Company’s Article of 28 in the 2018 Annual General Meeting as follows:

The Company has diverse product lines which are at different stages of product life cycle. In order to facilitate
the Company’s sustainable development, the share dividend policy of the Company is governed by the
Company Act and the Company’s Articles of Incorporation with reference to factors like the Company’s capital
and financial structures, profitmaking ability, types of share dividends generated from investments, the
Company’s future development and the industrial environment. The Company shall reserve no lesser than
40% of the balance amount as shareholder’s profit after offsetting its loss and tax payment in the previous
year, capital reserve and special reserve. The profits shall be distributed in cash or in form of shares; cash
dividends shall not be lesser than 70% of the total dividends.

(7) Effect of the proposed stock dividends (to be adopted by the Shareholders' Meeting) on the operating
performance and earnings per share: Not applicable.

(8) Compensation for employees and directors:
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1. The Company's Articles of Incorporation includes the amount and coverage of compensation for employees
and directors

Article 25-1:

If the Company turns a profit in a year, no less than 1% of the profit should be distributed to its employees as
compensation and no more than 1% to directors as compensation. The actual amount should be determined
by a board meeting where no less than two-thirds of the directors are present and more than half of the
directors present votes to approve the suggested amounts. The amounts should be reported to the
shareholders meeting. However, if the Company still has accumulated deficit from previous terms, it should
first reserve the amount needed to settle the outstanding balance.

Employee bonuses may be distributed by way of stock or cash dividends and the Company may issue bonuses
to employees of an affiliated company that meets the conditions set by the board of directors. The board of
directors shall be authorized to determine the method of distribution.

2. Basis for estimates of compensations for employees, directors and supervisors this term, basis for calculating
employee stock compensation and accounting procedures for when there is a discrepancy between the
estimated and actual amount
(1) Basis for estimates of compensations for employees, directors and supervisors this term: Estimated by

ratio of the pre-tax income as determined by the Articles of Incorporation.

(2) Basis for calculating employee stock compensation: Not applicable.

(3) Accounting procedures for when there is a discrepancy between the estimated and actual amount: Please
find relevant accounting procedures in “Financial Overview: 4. Financial report of the most recent year
22equity (3)” of this annual report for further explanation.

3. Information regarding board of directors' approval of employee compensation
(1) Amount to be paid in the form of cash and stocks to employees, directors and supervisors: The board has

approved NT$73,000,000 to be paid in cash to employees and NT$51,000,000 to directors and supervisors.

(2) Difference from estimated amount, reason and actions required: No difference.

(3)The amount of employee compensation in the form of stock and its percetage of the Company's after-tax
income (as reported in the financial statement of this term) and total employee compensation: Not
applicable.

Note: The Company established the Audit Committee in 2017 to substitute the postion of Supervisors. The

compensation in 2017 would be distributed in accordance wih the ratio set up in the previous Supervisors’

term of office.

4. Actual payment status (including stocks, cash and stock price) for employee, director and supervisor
compensation from the previous year; discrepancies (if any) between the actual payment and estimated
amount, as well as the reasons for and actions required by the discrepancies
(1) Cash and stock compensation for employees; compensation amount for directors and supervisors: In

2016, the Company issued NT$53,100,000 to employees and NT$36,900,000 to directors and supervisors.

(2) Differences between the estimated amount of compensation for employees, directors and supervisors, as
well as the reasons for and actions required by the discrepancies: No differences.

(3) Please find relevant accounting procedures in “Financial Overview: 4. Financial report of the most recent
year 22 equity (3)” of this annual report for further explanation.

(9) Share Repurchase: None

2. Issuance of Corporate Bonds: None.

3. Issuance of Preferred Shares: None.
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4. Issuance of Global Depositary Receipts (GDRs)

Item

Date of Issuance

October 3, 1995

November 9, 2010

Place of issue and trading

Issued globally and traded on the Luxembourg Stock Exchange, Portal and

London Stock Exchange

Total amount

US$121,800,000

US$290,313,085

Offer price per unit

USS$12.18

USS$5.38

Total units issued

10,000,000 units

53,961,540 units

Source of underlying security

Issuance of new common shares for

cash capital increase

Issuance of new common shares for

cash capital increase

Underlying security

Common stocks: 100,000,000 shares

Common stocks: 539,615,400 shares

Rights and obligations
of depositary receipt holder

Conducted in accordance with the laws of the Republic of China and with the

provisions of the Depository Agreement. Refer to the Covenants of

Depository Agreement for the key terms and conditions.

Trustee

None

None

Depository institution:

Deutsche Bank

Citibank

Custodial bank

Mega International Commercial Bank

Citibank (Taiwan)

Balance outstanding

143,761 units of global depositary receipts and 1,437,608 shares of securities

represented.

Distribution of fees incurred

from issuance and the

outstanding period of the GDRs

1. Issuance fees: The issuing company will be responsible for the entirety of

this fee.

2. Fees during outstanding period: The issuing company will be responsible

for this fee.
Covenants of Depository
Agreement and Omitted
Custodial Agreement
=~ 2017 Low 3.61
c 8
2 g Average 4.60
c 8 High 6.14
AR o]
R @ Current year up to Low 513
S March 30, 2018
= Average 5.81

5. Exercise of Employee Stock Option Plan (ESOP): None.

6. Mergers, acquisitions or issuance of new shares for acquisition of shares of other companies:

None.

7. Implementation of capital allocation plan: None.
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° Business Overview

1. Business activities

(1) Scope of Business

1. Primary business content, primary products and revenue ratio.

Revenue Ratio
. The Company and its
Business . . —
- Business activities Products merged subsidiaries
Amot.m.t %
(NTS million)
Manufacture and sale of
Wire and bare copper wire, various |Bare copper strips, copper wires,
cables electrical wires, cables |copper cables, power lines and high- 98,644 58.8%
and related connection |voltage power line accessories.
materials and accessories.
Forging, processing and |Billets, slabs, hot-rolled plates, hot-
selling of stainless steel, |rolled steel coils, cold-rolled coils, wire
stainless steel seamless |rods, hot-rolled bars, cold-finish bars,
Stainless pipe and ' nickel pipe. h.ot—rolled'bars, steel .|ngot., pierced 54,895 32.7%
steel Manufacturing and sales |billets, stainless steel foil, boiler tubes,
of pre-stressed material [heat exchanger tubes, instrument
and materials for bridge [tubes, fluid pipes, strands, galvanized
cables wire
Commerci
al real Real estate Park‘ing s.pace. salesr commercial 6,047 3.6%
estate leasing, residential housing sales
business

2. New products under development

Business unit New products under development

Wire and cables (1) Composite cable for large machinery

(2) Smart cables

(3) Cable monitoring and supervisory control and data acquisition (SCADA)
(4) Cables for offshore wind turbines

(5) Multi-head wire harness

(6) Integration of copper alloy, drawing and stranding technology

Stainless steel (1) Stainless steel cold heading

(2) Stainless steel for lathe work

(3) Heat-resistant stainless steel

(4) High weldability stainless steel

(5) Stainless steel for springs

(6) Highly corrosion-resistant stainless steel

(7) Bars and their production process

(8) 2B board for sand slingers and panel saws

(9) 2B board for shallow drawing

(10) Volute springs for high tensile strength medical products

(2) Industry overview
1. The economy and development status of the industry
(1) Wire and Cable Business

® Copper Wire Materials
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The company's copper products mainly supply markets in Taiwan, Southeast Asia, the Pacific and Mainland China.
Taiwan's domestic demand momentum has slowed down, Southeast Asia export is stable, with some increases and the
IMF estimated that China may still be able to maintain a 6.9% high economic growth in 2017, so the overall supply and
demand of the copper wire material industry remains stable, with electric vehicles, charging stations and high-efficiency
machinery as the main growth areas.

®\Wire and cable

As the push for public infrastructure projects in power transmission has lagged due to lack of investment, demand for
high-voltage cables have decreased and funds for purchasing in this area have also decreased. Additionally, in the
construction industry and other areas, demand for copper cables has decreased. However, due to shortages in
electricity and the carbon-reduction movement, there is an increase in demand cables for solar, wind and other green
power. The focus of the Company business development is shifted from basic infrastructure to infrastructure for smart
cities in Mainland China and the demand for cables in new semiconductor fabs is another growth potential for this
product.
(2) Stainless Steel Business

The economic revival of European and American countries in 2017 and the Chinese policies related to environment
protection, production reduction, optimization and others have created a more balanced supply and demand for
stainless steel and have gradually raised the prices of raw materials (such as electrode bars). The LME nickel price
increased 20%, from USD 10,205/MT at the beginning of the year to USD 12,260/MT at the end of the year, due to the
reduced production by suppliers.

Looking onwards into 2018, IMF estimates that the global economy will grow 3.9%. Among the main economies, China
will grow 6.6% and, with the help of tax reforms in the US, its economy will grow 2.7%. New market economies will
remain strong with an estimated 5.1% growth. The POSCO Research Institute (POSRI) estimates that the global stainless
steel consumption will rise up to 50 million tons.

USA enacted Article 23 of the Trade Expansion Act recently in early March. Although Taiwan is not listed as an exempt
country, negotiations are still allowed. The Company will continue to follow up closely on subsequent developments
and evaluate the possible impact.

(3) Commercial Real Estate Business

In 2017, Nanjing's real estate development maintained a steady growth, with the full investment value at RMB 217
billion, a 18% growth from the previous year. Total units sold amounted to 14,300,000 square meters, due to purchase
restrictions on residential housing, it decreased by 8% compared to last year. (Source: Nanjing Bureau of Statistics)

Nanjing Walsin Centro is the Company's real-estate project in Hexi District, Nanjing. It is an outstanding location with
great development potential that includes office buildings, residential buildings and commercial areas. The building
area reached 1 million square meters. Thanks to the mature development of the Hexi new city district in Nanjing, the
commercial customer base gradually expanded, further amplifying the location advantages. The residential and
commercial building demands will continue to grow and the stable and healthy growth of the real estate business is to

be expected.
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2. Relationships with suppliers in the industry's supply chain:

(1) Wire and Cable Business

Power transmission and Computer assembly

Telecommunications
distribution

(2) Stainless Steel Business
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3. Product development trends and competition
(1) Wire and Cable Business
® Copper Material

Development Trends: The current high growth areas such as electric vehicles and charging piles will continue to
increase copper wire demand, while high-efficiency machinery has also become a key growth area. Enameled wires
occupy a key position in the automobile market and will continue to expand to the new energy industries.

Market Competition: Our competitors in the Mainland China's copper wire market have been continuously increasing
their production capacity, which causes oversupply in the market, while the situation in Taiwan is relatively stable.

® Wire and cable

Development Trends: Under the influence of global carbon-reduction and environmental-protection movement,
propelled by supportive government policy, demand for green-energy solutions such as solar and wind power in the
Taiwan market has gradually increased. There is also an increase in demand for fire-resistant building materials, in
reaction to the Building Amendment Act.

Market Competition: The sharp decline in orders from Taiwan Power Company in recent years, weakened demand

from public construction and supply continues to outweigh demand.

(2) Stainless Steel Business
®Wire rod/plate material

Development Trends: Shifting focus to the development of new steel types that the customers want, with high-quality
applications and products of high unit price and profit. Increase the customer product demand in place of diverse
products to secure gains with customer dependency.

Market Competition: The global stainless steel wire rod demand growth has slowed down. In addition to the improve
quality of Chinese steel plants, recent threats of capacity growth from plant expansions and low-cost price competitions
have also made the overall wire rod market even harsher.

®Bar material

Development Trends: Competition in the circular rods is intense in Taiwan and the main overseas markets. In the future,
we will focus on precision and specialty-steel types. In the Mainland China market, we will shift to specialty steel, nickel-
based steel alloy, transportation, automobile engines, energy and other highly profitable industries.

Market Competition: The market over-supply was slightly balanced due to the government's environmental policy and
the shut-down of a large amount of manufacturers failing to reach environmental standards and zombie companies. In
the high-end market, certification and specialty steel for niche industries are more lucrative compared to middle and
low-end markets.

®Stainless steel seamless pipe

Development Trends: Offer customers the best lead time and services while machine accuracy is improved through
capital investments and the development focus is shifted to automobile tubes, nickel-based tubes and nuclear power
tubes.

Market Competition: The stainless-steel seamless pipes market in 2017 benefited from environmental policies to
continue last year's improvement trend.

(3) Commercial Real Estate Business
@ \Walsin Real Estate Procurements

Development Trends: In 2017, the GDP in Nanjing reached RMB 1.2 trillion, an 8.1% growth, which is 1.2% higher than
the national average. The per capita disposable annual income of urban households is RMB 55,000, a 9.1% growth,
which is igher than the provincial average RMB 11,000 and the national average RMB 18,000. For real estate in Nanjing,
developments mainly tend to center around urban areas, are large scale and are no longer retail-based. Residential and
commercial products have become the mainstream of urban center development. Developers place more value on

culture, creativity, individualization, experience and interactivity. In contrast to department stores and retail, which



This English translation is provided for reference only. In the case
of any discrepancies, the original Chinese version shall prevail.

continue to play a less important role, the proportion of dining, entertainment and relaxation increasingly occupy

greater percentages of consumer spending. In terms of residential development, the high-end market is becoming

main trend.

Market Competition: The urban center is a hot spot for high-end low-density projects. Land supply is scarce and

projects are few in number. The real estate industry has also centralized toward large national enterprise groups with

financial strength and development capability. Local developers have gradually reduced their development products or

no longer independently engage in such projects. Firms of a specific size will gradually acquire better competitive

environments, increasing market order.

1. R&D Expenses and Results

(3) Overview of Technology and R&D

R&D Expenses

From Jan 1, 2017 to March 30, 2018, the R&D expenses were NT$90,000,000.

R&D Profile | Wire and cables

(1) Large-machinery and renewable-energy industries: continue technical
development and innovation.

(2) Develop sustainable, environmentally friendly cable-based materials.
Develop higher-quality, higher-precision products.

(3) Strengthen core technologies in flexible cable, co-develop related cable
products with our international strategic partners and provide a reliability-
testing facility.

(4) Co-develop smart cables and surveillance systems with academic

institutions.

R&D Profile | Stainless steel

(1) Improve specifications of large bar products, outsource the development
(87 -130 mm).

(2) Develop customer service products, improve slabs/plates quality (Yuen
Chang - Hsin Kuang case).

(3) Improve the surface quality of the ferrite series, increase product + yield.
(4) Improve customer satisfaction, adjust machinery property consistency.

(5) Improve cold heading steel type stitches, reduce surface defects.

(6) Achieve continuous casting and test rolling of high titanium steel.

(7) Achieve continuous casting and test rolling of high aluminum steel.

(8) Develop mobile phone component (FPCB).

2. Present and future R&D projects, as well as the estimated R&D investment expenditure

Mass .
. . Main reasons that future
Business Plan for the most recent production
. Current progress . development
unit completion .
. will succeed
time
We plan to invest NT$150,000,000 for R&D, including:
(1) Applied materials big
data knowledge
. (1) Plastograph purchase base/database
Development of abrasion (2)0 ) d ol successfully built
and bend-resistant cable rgam%e andp ar.1 2019 o
. core functions of various (2) Application of
) material . .
Wire and materials computer-assisted
cables mathematic-model
analysis technology
. (1) Verification Understand t.he c.hoices on
Large-machinery cable . . . product-application
) . . equipment installation
lifespan simulation o 2018 parameters. Improve
I . (2) Verification . .
verification project structural design of flexible
methodology .
cables through testing
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weldability stainless steel

Mass .
. . Main reasons that future
Business Plan for the most recent production
. Current progress . development
unit year completion .
; will succeed
time
establishment data; improve
development and
manufacture of core raw
materials.
(1) Obtain Ministry of
Economic Affairs (1) Sensor design
Technology Development 2) Marketing Strategies to
Development of smart cable gy‘ .p 2019 (2) g &
Value Creation Project create new demand
(2) Conduct sensor-
simulation test
Product quality is in
In compliance with wind compliance with wind
Development of offshore . P . p .
. turbine system integrator {2019 turbine system integrator
wind power cables . . .
product designs demands and international
certification
Development of large Technoloay introduction Product mass complies
volume aluminum conductor hase &Y 2018 with technical demands of
overhead lines P the power company
We plan to invest NT$40,000,000 in R&D, including:
Development of stainless . Coordination between
P . Trial stage 2018 . .
steel for cold heading rollers and roughing mills
Continuous casting
. parameter setting, hot-
Development of stainless . .
Trial stage 2019 rolling process parameter
steel for lathe work .
setting and heat treatment
. parameter settings.
Stainless - -
Continuous casting
steel
parameter settings, hot-
Development of heat- rolling process parameter
velopmen Trial stage 2019 nep P
resistant stainless steel settings and heat
treatment parameter
settings.
Alloy design and hot-
Development of high . Ay N
Under evaluation 2019 rolling process parameter

settings

(4) Business Plan — Long-term and Short-term

(1) Wire and Cable Business

® Copper Material

We understand how our clients' demands change as they grow or as their markets place different requirements and

further stabilize the quality and customer service of our copper products. We will transform into a manufacture and

service-integrated provider and adjust according to the market conditions and production capacities of our competitors

in Mainland China. At the same time, we will maintain competitiveness and conduct sales-restructure adjustments for

high-value-added high-temperature wires and fine wires.
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® Wire and Cable

Fullly grasp customer demand and adapt a more flexible supply approach to prepare for market competition and to
provide excellent product quality, delivery schedule and services in order to enhance customer satisfaction and
become a leading brand in the industry in Taiwan.

We will further develop the Japan market. while we comply with the environmental protection demands of the Taiwan
market, increase fire-resistant cable sales and gradually expand our development in solar power and wind power
cables. At the same time, we will take advantage of local costs to envelop port machinery cables. Seize the opportunity

in electro-technological industries (semiconductor packaging and panels).
(2) Stainless Steel Business
® Wire rod/plate material

Coils: adjust product combos according to market status to increase orders of steel types and to maintain full-capacity
production in the plants. Roller machine improvement through capital expenditures to improve quality, quantity and
profits, as well as additional steel types and product applications. Regarding panels, our Taichung factory's stainless
steel-rolling plant has newly added cold-rolling pre-production facilities. After the new facilities go into use, we can
increase the variety of our product combos, increase product quality and sales and discover more high-volume large
clients, decreasing our dependence on a single client. At the same time, we will increase the parameters of our
products in order to replace exported materials currently in Taiwan. 4. In response to global trend of stricter
requirements on energy-saving, carbon reduction and industrial waste treatment, the Company will invest in

environmental protecttion.
® Bar material

Apart from small-sized rods, we are gradually developing large-sized products and stabilizing the quality of large-sized
steel ingots. We strive to explore and increase revenue in niche markets, as well as adjust our industry business

structure by listing automobile/HSR, energy, 3C, food products and medical industries as key development industries.
® Stainless steel seamless pipe

With cost reduction, reasonable prices and prompt delivery, we will consolidate our current market share and maintain
our current clients. We will shift our focus to satisfying demands in automobile piping, nickel-based piping, gauge tubes
and nuclear-power piping. The continuous internal optimization and Industry 4.0 automation projects will improve

product accuracy and our precision tube competitiveness.
(3) Commercial Real Estate Business
® Walsin Real Estate Procurements

Finish residential housing plot D phase 1 closing and phase 3 sales, plot AB phase 1 office building sales and closing and
plot AB phase 2 podium building international shopping center construction and opening. Moreover, we will accelerate
the construction of the phase 2 office building on plot AB and the design and development of the phase 3 office

building on plot AB, to create a steady income stream.

The Company will devote marketing to make the Walsin Centro Huacaitiandi Shopping Mall into Nanjing's new
shopping, recreation and gathering location, as well as maintaining supplier and up-, mid-, downstream industry

relations. We will continue to search for new low risk, high profit development projects.

2. Market Analysis and Sales Overview

(1) Market Analysis

1. Sales region(s) and market share of main products

(1) Wire and Cable Business



Business Overview

The Company is focused the development of the wire and cable business and offers a one-stop comprehensive production
line from the upstream bare copper wire, copper rod production, to the research and production of all types of cables such
as power cables, communication copper cables and fiber optic cables. The main sales regions include Taiwan and Mainland
China. In 2017, the Company sold about 600,000 tons of copper rod (wire) products, including 400,000 tons in Mainland
China, of which 340,000 was sold domestic and 200,000 in Taiwan, of which 100,000 was sold domestically (including
shipments to the Company's cable factories). According to the statistics of Department of Statistics, MOEA, the overall
domestically sold bare copper wire in Taiwan is about 187,000 tons, of which the Company supplies about 54.6%. (The
data source is from the table of statistics of wire and cable production and sales in Taiwan)

In regards to wire and cable in 2017, the Company's power cable products sales value is about NT$11.51 billion, of which
Taiwan occupies NT$8.39 billion and the Taiwan domestic sales value is NT$8.01 billion (of which about NT$7.24 billion is
from power lines). According to the statistics of the Department of Statistics, MOEA, the domestic sales value of Taiwan's
power cable products is NT$32.6 billion dollars, of which the Company occupies about 22.1%. (The data source is from the

table of statistics of wire and cable production and sales in Taiwan)

The following data are Walsin Lihwa's share of shipment (sales value) in Taiwan's domestic sales of bare copper wire and

power line.
. Sales (NT! .
5ales (Ton) Bare copper wire (NTS) Wire and cable
200,000 BO% 40,000 25%
180,000 70% 35,000
160,000 20%
60% 30,000
140,000
120,000 50% 25,000 15%
100,000 40% 20,000
80,000 30% 15,000 10%
60,000
20%
40,000 10,000 5%
20,000 10% 5,000
0% - 0%
2013 2014 2015 2016 2017 2013 2014 2015 2016 2017

 Walsin i Taiwan e Market Share (RHS) . Walsin B Taiwan e Ma rket Share (RHS)

(2) Stainless Steel Business

The Company is a major global stainless steel products company, with stainless steel products such as stainless steel billet,
cold- and hot-rolled steel coils, wire rods, bars, seamless steel pipe and precision roll bonding steel. The main sales regions
include Taiwan, Mainland China, Korea, Southeast Asia, Australia, Europe and North America, etc. Our stainless steel wire
rod and bar products occupy a significant position on the global market and we offer customers optimal lead times and
services with sales offices distributed across the Strait, a vertically integrated supply chain and a standardized production
process. In 2017, the Company's stainless steel product sales was 809,000 tons, of which the sales in the Taiwan region was
591,000 tons, including 386,000 tons in domestic sales and 205,000 tons in foreign sales. The Company's 2017 domestic
wire rod sales market share is 60.2%.

sales (Ton)

Wire Rod
200,000
180,000
160,000
140,000
120,000
100,000
80,000
60,000
40,000
20,000

2013 2014 2015 2016 2017

_— Walsin I Taiwan e Market Share (RHS)
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2. Overview of supply and demand and projected growth

(1) Wire and Cable Business
® Copper Material

The demand in the Taiwan market continue to drop and needs the government to increase domestic demand with basic
infrastructure construction. The overall economy of the Mainland China market is fundamentally stable. The possibility of
explosive growth in the real estate industry is low. The current supply reform has not reached the copper industry and the
supply and demand is in steady development. However, demand for areas such as high-end enameled wire, ultra-thin
and automotive wire harnesses will grow. An estimated annual volume of 6.7 million tons of copper will be used for
cablesin 2018.

® Wire and Cable

Demand in the Taiwan construction market has slowed down and the overall market demand is starting to decline. A lack
of major, continuously updated concrete projects for domestic public infrastructure resulted in lowered middle and high
pressure demands and pressure from oversupply is yet to be relieved. In response to power shortage and the demand for
carbon reduction, green energy industries such as solar power and wind power are future growth areas.

(2) Stainless Steel Business

® Coils/plates

The growth in demand for coils stems primarily from the Southeast Asian region and the overall demand from Europe
and America has saturated. Capacity expansion is also concentrated in emerging countries such as those in Asia, while the
decline in demand from China accentuates this industry-wide oversupply issue. The Company maintains a full-scale
production and sale and sales operation with stable profits as it has stable customer relationships and our main customers
have an advantage in market competitiveness. We will continue to optimize quality while building on and managing
customer relationships in order to materialize a sustainable operating model.

With regard to plate materials, the Company will prepare slabs according to market demand and develop the potentially
profitable forging industry. In particular, Taiwan and anti-dumping tariff-free export zones exhibit substantial
development potential for No. 1; therefore, steel types and specifications will be further improved to expand our market
share. For 2D and 2B, domestic and foreign pipe manufacturing and cutting industries will be the main targets. The
Company places a premium on customer service as well as stable and long-term customer relationships and enjoys a
stable market share. Therefore we are able to sustain a full-scale production and sales. We will continue to actively pursue
market shares of current import quantities and the competitiveness of overall cold-rolled products will be improved after
available specifications are complete.

® Rods

The overall mid- and low-end product market is under severe price competition. The Company will expand niche steel
type sales, maintain full-scale production and sales, increase profits, ramp up full-size production and maintain
competitive with stable lead times and product quality. The goal is to enhance the Company's advantage in terms of
market expansion.

® Stainless steel seamless pipe

Nuclear power pipes: In 2020, China's nuclear power generators in operation and under construction will reach 88 million
kW. It is estimated that in 2025, the global nuclear power generation will exhibit multiplied growth in comparison with the
current base and will reach 17% the overall power generation in the world. China's nuclear power currently occupies a
low percentage of the overall generated power, at about 3%, much lower than the global average of 11%; thus nuclear
power has important potential.

Automotive pipes: The current China automotive pipe market has mainly European and American suppliers; the
Company plans to enter the market with reasonable prices and lead time advantage.

Nickel-based pipes / instrument pipes: Actively explore demand and develop customers, discover strategic partners,
pursue joint orders and increase overall amount of orders.
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(3) Commercial Real Estate Business
Walsin Real Estate Procurements
In 2017, the amount of land transactions in Nanjing amounted to 5.42 million square meters, up 15.6% from 2016., which
indicates that the land market in Nanjing was brisk and bustled with transactions, carrying on the growth momentum
from 2016.
The government's draconian control and adjustment measures were not able to completely hold off the growth
momentum in housing transaction prices. The overall housing market manifested a state of "shrunken volume and high
prices". In 2017, the supply of housing products in Nanjing amounted to 6.46 million square meters, down 36% year-on-
year; transaction volume reached 6.3 million square meters, down 49% year-on-year; the average price was RMB24,000
per square meter, up 22% year-on-year.
Looking ahead, the Jiangbei New Area has been designated as a national economic development zone and a bright future
can be expected for Nanjing. In the meantime, as the city of Nanjing has a great deal of higher education institutions and a
population surplus from urban influx, the development of its real estate market is set to remain stable, thanks to the triple
driving force of macroeconomic policies, economic growth and population growth.

3. Competitive niche, favorable and unfavorable factors for long-term growth and response
measures

(1) Wire and Cable Business
® Copper Material

» Competitive niche
1. The three plants across the Strait in full-scale operation, has a scale advantage, stable product quality and offers
comprehensive after-sales services.
2. Have stable raw material supply relationships and perfect hedging mechanism.
3. Have the integration and operation capacity for production, sales, purchase and financial resources.
» Favorable factors
1. Externally: China continues to move toward its objectives of new energy domains and power facility overhaul and its
demand for copper wires will continue to grow steadily.
2. Internally: We have established long-term, solid foundations with our customers and integrated the advantages of
the Company's tri-factory production base to generate optimized sales portfolios.
» Unfavorable factors
1. Taiwan and China's copper strip production capacity has exceeded demand and competition is intense.
2. Chinese competitors' operating scale continues to expand and the trend is moving toward capacity concentration.
3. Price fluctuations of raw materials have increased operating risks.
» Response measures
1. Identify business opportunities in response to market variation, future demands and development of the research
industry.
2. Production, sales and procurement negotiations; understand customer demands; improve product and services.
3. Develop new business customers, adjust and optimize client structure.
4. Comprehensively enhance the operational efficiency, implement cost reduction management and continue to

strengthen financial risk management.

® Wire and Cable

» Competitive niche
1. The Company has the advantage of providing critical copper raw material supply internally and stably in order to fully
exert the benefits of upstream and downstream integration.
2. In the long-term, provide products and services related to project engineering as well as accumulate greater

knowledge and experience on the supply side of the industry and utilize brand advantages.
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» Favorable factors
1. High customer satisfaction in quality, service and lead time; brand advantage within the Taiwan market.
2. Government tendency to expand public construction and green energy industry.
» Unfavorable factors
1. The public sector is not showing signs of recovery.
2. The private sector is in an oversupply state and price competition is intense.
» Response measures
1. Grasp the market demand forecast and implement price hedging for critical metal raw materials in order to reduce
transaction risks.
2. Develop new products according to the international market industry trends as well as develop new markets and
customers.
3. Establish long-term cooperative relationships with the main customers as well as expend the scale of products and
services.
4. Build a large machine cable lifetime test platform, improve high-end cable product design and development skills,
maodify product portfolios, improve profitability.

(2) Stainless Steel Business
® Wire rod/straight bar/plate material

» Competitive niche

1. Mass production at the Company's Taichung plant has maximized the steel production capacity of the Yanshui plant
and created economies of scale.

2. Long whole bar products are produced and sold in a single plant region. In addition, with a rolling cycle that facilitates
the shortest lead time and a mechanism capable of swiftly reflecting raw material price fluctuations, up- and
downstream resource integration was achieved and we are able to offer optimal services to our customers.

» Favorable factors

1. Long bar products have a stable economy of scale and a rapid and table lead time; in comparison with imported
products, plate materials also have a short lead time advantage.

2. Products are chiefly sold to direct users. If traders are the target, then information on final-end users can still be
acquired.

3. Organizational flexibility and rapid actions in response to the market variations.

4. The new equipment on the production lines at the Taichung plant and the Yanshui plant will facilitate product
combination adjustments and product quality improvement.

» Unfavorable factors

1. Competing Chinese companies are building nickel/iron and stainless steel plants in Indonesia, further reducing the
manufacturing cost of stainless steel. Integrated coast-to-coast production from raw materials to products has
significantly reduced manufacturing cost, as well as much more related factory-building cost in the future. The
Company not only faces threats from mainland China, but also low-price competition from integrated plants in
Indonesia.

2. Due to excessive capacity, China is selling its products all over the world at low prices, targeting mostly Southeast
Asian markets. The low-price competition for 304 steel became more intense than in 2016.

3. India has expanded its production capacity orienting toward exports. In particular, India has built a warehouse in its
target market, competing directly with the Company's downstream fastener customers. Replacement of 304 steel is
increasing in prominence.

4. As awareness for environment conservation is growing, it increases operation costs and limits the profits.

» Response measures

1. Roller machine improvement through capital expenditures to improve quality, quantity and profits.
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2. Enhance product differentiation and diversity, increase the sales volume of 400-series and 316 steel and complete
the range of product sizes to meet full production capacity needs and reduce cost.

3. Stably enhance technological capabilities, strengthen the industry supply chain and technical cooperation and
strengthen market segmentation.

4. In response to global trend of stricter requirements on energy-saving, carbon reduction and industrial waste

treatment, the Company will invest in environmental protection.

® Stainless steel seamless pipe

» Competitive niche
1. Quality certification and complete steel typesand  sizes.
2. Highly renowned brand with sales and shipment performance in various industries.
» Favorable factors
1. Automobile tubes have a high certification threshold with long cycles. The Company has entered the field earlier
than others and has a promising outlook.
» Unfavorable factors
1. Lead time is longer than domestic competitors.
2. Costs are high and price competitiveness is weak.
» Response measures
1. Safeguard existing market share and continue to develop new markets.
2. Seek expansion in high unit price markets and increase the market shares of niche products.

3. Make appropriate adjustments to products and the machine loading ratio, in order to reduce cost in response to

market demands.

(3) Commercial Real Estate Business
® Walsin Real Estate Procurements

» Competitive niche

1. Location advantage: Walsin Centro is located at the heart of the Nanjing Hexi New Town CBD. It sits squarely in the
middle of the new town area, at the intersection of subway no. 2, no. 10 and the streetcar.

2. Business climate advantages: Walsin Centro was designated as an international multi-use complex during
development and comprises numerous product categories such as office buildings, commercial centers and high
quality housing. Each category complements one another in functionality and feeds off one another, making it the
most competitive product in the real estate market.

3. Scale advantage: The scale of development exceeds 1 million square meters, becoming a landmark project in
Nanjing. The headquarters of four large national financial institutions have taken residence, elevating the value
anticipation for office buildings and business activities, while creating a spillover effect for the business solicitation
and launch of shopping centers as well as subsequent rental and sales of office buildings.

4. Quality advantage: To meet new trends in market demand, we have adopted new energy saving materials and
technologies extensively, focused on user-friendly design as well as product durability and maintainability in every
detail, enabling the product to gain a competitive advantage and allowed the Company to rapidly gain market share
and establish its brand name.

» Favorable factors

1. Due to the scarcity of land and the important role real estate plays in GDP share, financial investment and monetary
estimation, real estate tends to retain or increase its value over the long haul.

2. China's economy has been developing steadily over many years and its core cities are capable of driving and
controlling the economy, keeping the high-end office building market stable over long periods of time. Increase in

demand can be expected.
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3. The establishment of the Jiangbei National New Development District will drive Nanjing into a new round of

sustainable development and bring steady growth and prosperity to the real estate market. This project is located in

Hexi and can fully enjoy the growth results stimulated by the Youth Olympic Games.

4. With the delivery of housing projects in the vicinity of this program, the number of regular residents is expected to

grow exponentially. Traffic facilities and complementary public services are already in place. The market is

completely mature and commercial demand is growing steadily.

5. The development of core areas in CBD is winding down and the demand for high-end office buildings in the central

area of Hexi will drive an increase in supply.

» Unfavorable factors

1. Land prices and construction cost continue to rise and housing prices are rising too fast, resulting in increased real

estate market risks and it is estimated that various challenges remain for the profits from new land transactions.

2. Many developers are taking part in land auctions and tenders and quality land suitable for development is hard to

come by.

3. The city continues to sprawl, leading to a multi-site centralization situation and the dilution of clientele. In the

meantime, as the size and quantity of commercial shopping centers within the region increase, competition has

become intense.

4, Office buildings built or under construction in the technology parks around this program are huge in terms of scale

and the cost of land ownership is low. This has an indirect impact on the overall office building market.

» Response measures

1. Optimize the development process; enhance quality of drawings, contract work and procurement by improving

internal processes; and save on project development costs.

2. Make proper product planning and design; emphasize on product differentiation and individuality based on the

precise understa

nding of customer demands. Meet market expectation with feature products and services.

3. Take full advantage of the opportunity to continue to roll out new products to the market; build a differentiated

brand through the communication of regional products and brands in order to achieve brand premium for Walsin.

4. Follow-up closely on policy directions of relevant government industry management departments, act ahead of time

and seize the optimal rental and sales moment in accordance with market variations.

(2) Key applications and pro

duction processes of main products

1. Key Applications of Main Products

Main Products

Key Applications

Copper material

\Wire and cable conductor, home appliances, electrical and electronic devices,
transformers, etc.

Power cables

Primarily used for power plants, power transmission and distribution, plant facilities,
transportation construction, construction of power transmission lines, etc.

Steel billets Hot-rolled wire rods, hot-rolled straight rods, flanges, seamless steel pipes, etc.
Flat billet Hot-rolled steel coils, hot-rolled plates, heavy forgings, etc.
Wire rods Screws and nuts, springs, welding rods, steel wires, braids and hardware wires, etc.

Hot-rolled coil (flat
panel category)

Chemical tanks, pipes for industry and building and pipes for petrochemical industry

Cold rolled coil (flat
panel category)

Building decoration, kitchen utensils, appliances, medical equipment, electronic
communications and chemical tanks

Peeled straight rods

Forging materials, turning parts, electric machine accessories, etc.

Cold finish straight rods

Shafts, medical equipment, furniture decoration items, turning parts, electric machine
accessories, etc.

Stainless steel seamless
pipe

Petrochemical heat exchanger; fluid pipe and instrument pipe boiler station pipe;
nuclear power station pipe; shipboard fluid pipe and instrument pipe; turning pipe.

Commercial real estate

business

Residence/office/mall
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2. Production Process

(1) Wire and Cable Business

Wire drawing

Collec f
Coating / extrusion

Extruder

Casting /
lend .ing%
| Pull-in roIIini | Drawing

(2) Stainless Steel Business

Electric arc furnace
ﬂ (EAF) / converter / w '
I

) Cold drawn
Dissolution """"
Rolled steel / d’@

Acid pickling Annealing / straightening /

Scrap stainless
steel and alloy
materials

Casting machine

peeling

Casting

Hot-rolled

Heat penetration / furnace / sand bla

heat extrusion / acid pickling
Round billet /
square billet / %
Flat Billet
Coll-rolled / annealing / Cold-rolled

acid pickling coils




This English translation is provided for reference only. In the case
of any discrepancies, the original Chinese version shall prevail.

(3) Supply Status of Main Raw Materials

Business Unit

Main Raw Materials

Description of Supply Status

Primarily based on long-term annual contracts signed with suppliers and

Copper plates supplemented by spot purchases. Procurement must be coordinated with
the finished product sales volume.
Wire and
Adopts monthly/quarterly quantity bargaining method and includes
cables Polyethylene
imported and local supplies.
Other chemical Adopts monthly/quarterly quantity bargaining method and raw materials
materials should mainly be locally sourced.
Pure nickel, high The main raw material metals used by the Company to produce stainless
carbon nickel iron, steel are pure nickel, high carbon nickel iron, high chromium, high carbon
Stainless high carbon ferrochrome, stainless steel scraps, carbon steel scraps and molybdenum
ferrochrome, stainless |iron. In addition to being sourced from Taiwan, raw materials are also
Steel steel scraps, grade 1 |from South Africa, Japan, Australia, Europe and China.
steel scraps and
molybdenum iron.
Implement land reserves pursuant to the Company’s real estate
Land development strategy and participate in government land auction
tenders.
Commercial Construction Projects |The Company has selected good quality construction companies and as
Real Estate and Materials well as material and equipment suppliers through tenders.

Retailers

Sign up retailers for the large international shopping center, through data
analysis and advantages of the Company’s network, pursuant to the
Company's commercial positioning, business philosophy and development
ideas for the AB plot.

(4) The names, procurement (sales) amounts and ratio for suppliers whose total procurement (sales) for

any year in the last two years reached 10%.

1. Major supplier information for the last two years

Unit: NT$1,000

Year 2016 2017
Percentage of |Relations Percentage of | Relations
Item| Name Amount Total hip with Name Amount Total hip with
Purchases (%) | Issuer Purchases (%) | Issuer
Supplier A | 18,494,228 14.1 - Supplier A| 22,066,631 14.5 -
Other 112,868,097 85.9 - Other 129,681,153 85.5 -
Net Net
© 131,362,325 100.0 - N 151,747,785 100.0 -
Purchases Purchases
2. Major customer information for the last two years
Unit: NT$1,000
Year 2016 2017
Relations Relations
Percentageof | . | Percentage of | , . .
Item| Name Amount hip with | Name Amount hip with
Net Sales (%) Net Sales (%)
Issuer Issuer
Net Sales | 143,355,241 100.0 - Net Sales | 167,792,586 100.0 -

Note: Customers accounting for less than 10% of the total sales amount.
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(5) Output volume and value for the last two years

Currency Unit: NT$1,000
Volume Unit: Tons

Year 2016 2017

Production Production | Production Production | Production

value/main product capacity volume Value capacity volume Value
Bare copper wire 552,000 514,303 68,863,030 552,000 481,787 82,221,423
Wire and cables 56,520 44,987 8,424,315 56,520 39,291 8,496,636
Steel strands 142,500 110,319 2,283,877 111,000 101,708 2,265,923
Stainless steel strips 27,950,873
and bars 447,000 448,274 23,347,109 574,200 516,134

Stainless steel coils 311,000 218,057 11,657,144 311,000 190,041 10,804,615
Seamless steel pipes 24,000 18,886 2,825,077 18,000 16,903 2,863,805
Total 117,400,552 134,603,275

Note: Product capacity means the quantity that can be produced under normal operation with the existing

production equipment while taking into account factors such as work stoppage and holidays.

(6) Sales volume and value for the last two years

Currency Unit: NT$1,000
Volume Unit: Tons

Year 2016

2017

Value of
Main
Products/
Sales
volume and
value

Domestic Sales

Exports

Domestic Sales

Exports

Main Sales Sales

Products

Sales value

volume volume

Sales value

vol

Sales

ume

Sales value

Sales

volume

Sales value

Bare copper

354,016 44,620,445| 161,815

wire

26,577,810

37

7,212

57,286,614

155,640

29,889,901

Wire and

45,467
cables

10,097,142 3,667

654,611 4

0,339

10,115,739

2,440

499,290

Steel

103,750
strands

2,121,361| 17,344

325,081 8

8,234

1,980,190

7,446

150,570

Stainless

steel strips | 303,897| 17,819,872| 107,918

and bars

6,891,215| 34

1,687

20,485,270

136,278

9,610,043

Stainless

260,978 14,618,612 61,644

steel coils

3,311,951| 25

0,710

15,543,503

63,343

3,973,559

Seamless

7,946 915,464 9,794

steel pipes

1,690,534

5,684

900,246

11,193

1,806,378

Others

- 13,091,678 -
(Note)

619,465

-| 14,933,907

617,376

Total 103,284,574

40,070,667

121,245,469

46,547,117

Note: “Others" include sales of non-core business products as well as real estate business, rental and product

income revenues.
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3. Employee Data

(1) Employees of Walsin Lihwa Holdings Limited:

March 30, 2018

Current Year up to
Year 2016 2017
March 30, 2018
Number of employees 4,676 4,654 4,690
Average age 39.1 39.3 39.4
Average years of service 9.4 9.7 9.6
Ph.D. 0.2 0.3 0.3
. Master's 6.3 7.2 7.3
Education
background University/College 38.4 38.5 38.6
(%) .
High school 35.9 35.7 35.7
Below high school 19.2 18.2 18.1
Note: Walsin Lihwa Holdings Limited includes its subsidiaries
(2) Employees of Walsin Lihwa Corp.:
March 30, 2018
Current Year up to
Year 2016 2017
March 30, 2018
Number of employees 2,307 2,454 2,465
Average age 38.6 38.6 38.7
Average years of service 9.8 9.6 9.6
Ph.D. 0.3 0.7 0.7
. Master's 12.4 13.1 133
Education
background University/College 43.6 42.3 42.5
(%) .

High school 30.2 30.4 30.0
Below high school 13.5 13.5 13.5

4. Environmental Protection Expenditure Information

(1) Penalties imposed by the competent authority on the Company for environmental pollution, product
safety, or other material breach of corporate social responsibility from the most recent year and up
to publication date of the annual report:

Unit: NT$1,000/RMB1,000

Country | Plant Time/Unit Content of inspection: In violation of: Fines
area
Plantsin |Yanshui |April 27, 2017; Oxidizing slags; open-air Articles 36 of the NTS 6
Taiwan plant |plantinspection |storage area for reducing |Waste Disposal Act
by Southern slags; partly oxidizing slags;
Branch, Bureau of [failure to sort and store
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Country | Plant Time/Unit Content of inspection: In violation of: Fines
area
Environmental reducing slags and failure to
Inspection, clearly identify the names
Environmental of waste materials in
Protection Chinese; absence of
Administration, equipment or facilities to
Executive Yuan prevent surface water and
rainwater from flowing in or
seeping
Overseas |Yantai |August 18,2017; |1.Dust-removing devices |Article 17, Paragraph 1 RMB 100
plants plant |plantinspection |were stacked in the open |of the Solid Waste
by the air; failure to adopt any Pollution Control Act.
Environmental preventive measure. Article 32 of the Air
Protection 2. Steel slags were stacked |Pollution Control Act.
Bureau, Yantai in the open air; failure to
Economic & adopt any preventive
Technological measure against dust
Development emission.
Area
September 10, Providing dust-removing Article 57, Paragraph 3 RMB 200
2017; plant devices to units with no of the Solid Waste
inspection by the |operating license to engage |Pollution Control Act
Environmental in business operation.
Protection
Bureau, Yantai
Economic &
Technological
Development
Area
Changs |September 22, Industrial wastewater and  |Article 22, Paragraph2 | RMB 100
hu 2017; factory sanitary sewage shall be of the Water Pollution
plant |inspection by recycled after treatment Control Act.
Changshu City and shall not be discharged
Government outward (RO water
Environmental discharged into land pits).
Protection Bureau
August 31, 2017; |Industrial wastewater and |Article 22, Paragraph 2 RMB 80
factory inspection |sanitary sewage shall be of the Water Pollution
by Changshu City |recycled after treatment Control Act.
Government and shall not be discharged
Environmental outward (RO water routed
Protection Bureau |into toilets for flushing).
July 10, 2017; Acid washing production Article 20, Paragraph2 | RMB 100
factory inspection |lines are in production; of the Air Pollution
by Changshu City |complementary waste Control Act.
Government treatment facilities and
Environmental two-grade caustic spraying
Protection Bureau |devices have been
suspended.

The above-mentioned defects have been corrected and improved and have been reviewed and documented by
regulatory authorities. Walsin Lihwa will continue to enhance its environmental management around its
factories. We also plan to prevent the recurrence of violation via internal control, environmental education &
training, as well as our annual KPI evaluation system.

(2) Future response measures (including improvement measures) and possible expenses:

Despite the large amount of manpower, materials and funding invested in environmental protection to comply

with international benchmarks over the years, Walsin Holdings was still fined for pollution. To keep pollution

under adequate control, the Company requires factories in Taiwan and overseas to step up self-regulation to




This English translation is provided for reference only. In the case
of any discrepancies, the original Chinese version shall prevail.

avoid human errors and to implement economically feasible environmental management projects. Internal audit
and environmental education & training (including regulatory identification) will also be applied to assist in
reinforcing self-regulation and horizontal development at various factories. Environmental investment plans and
management measures are as follows:

1. Obtained ISO-14001 certification for system management:

In line with international environmental conventions, factories in both Taiwan (Hsinchuang plant 1,
Hsinchuang plant 2, Yangmei Copper Wire plant, Taichung plant and Yenshui plant) and mainland China
(Shanghai Walsin Lihwa Power Wire & Cable plant, Nanjing plant, Jiangying plant, Yantai plant and Changshu
plant) have all obtained "Environmental Management System" certification. In order to ensure the operational
effectiveness of Walsin's environmental management system, the Company hired a professional consulting
team in 2017 to instruct 10 domestic and overseas factories to transition to 1ISO 14001:2015. Basic operation
for ISO 45001 was also introduced as a pilot program, as environmental protection and vocational safety &
health management system are integrated into a universal operating model across the entire group while on-
site guidance is also provided. Consistency in documentation and stability in system operation are required of
these factories. Through educational training at various factories, the spirit of the management system is
deeply ingrained in actual factory operation after multiple training sessions focusing on topics ranging from
regulatory interpretation to actual operation. Furthermore, with a proactive attitude, we will continue to
improve our overall environmental protection efforts and vocational safety & health condition. We will strive
to enhance environmental performance, reduce environmental loss, improve corporate image and boost our
international competitiveness. Walsin expects to conclude the integration and version conversion of its
management system at various factories in May, 2018.

2. Air pollution management:

Comply with the air pollution control laws in Taiwan and in China and apply for permits for fixed (atmospheric)
pollution source ranges that are progressively announced. The various plants in Taiwan and in China have
obtained operating (emission of pollutants) permits for various manufacturing processes and facilities,
reducing atmospheric emissions.

3. Greenhouse gas emission and campaign for reduction:

To counter climate change and global warming, reduction in greenhouse gas emission is a necessary measure.
GHGs inventories provide compliance basis for efforts to reduce greenhouse gas emission.

The Company, since 2013, has annually confirmed the emission volume of GHGs as the first step in its own
energy conservation and carbon reduction, actively conducted carbon inventory and reduction and
constructed the "Safe Environment Information Platform--the ability to conduct GHGs inventories and to
calculate carbon emission for products". Every year, all plants at home and abroad must complete the
inventories of Categories 1 and 2 GHGs for the previous year and actively work hard to pass the I1SO 14064-1
standard through external certification institutions. In 2015, Yenshui plant obtained the certification for ISO
14064-1 standards. In 2017, Taichung plant also obtained the certification for ISO 14064-1 standards. It is
expected that all plants in Taiwan will obtain ISO 14064-1 certification by 2019. By 2020, we expect to obtain
carbon footprint certification and establish the capability to conduct product carbon inventories and product
carbon management, boosting the international competitiveness of our products.

Advanced self-imposed inventory- Yenshui plant passed 1S014064-1 Taichung plant passed 1S014064-1
checking certification certification

=)
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In 2013, greenhouse gas emission intensity was 0.43 and 0.29 (tons CO2e/product quantity (tons)),

respectively, for Taiwan plants and overseas plants. Since 2014, each plant has proactively executed power-

saving programs and after four years of execution, in 2017, Taiwan plants and overseas plants (real estate

excluded) reached total emission intensity of 0.40 and 0.39, down 4.7% and up 25%, respectively (for benchmark

reference; the emission intensity for Taiwan plants and overseas plants reached 0.42 and 0.31, respectively). The

reason why an uptick in intensity was recorded for overseas plants is due to product lineup adjustments and

factory downsizing, which resulted in an increase in energy consumption per unit among overseas plants. In

2018, the Company is launching a campaign for factories to obtain ISO50001 management system certification

and introduce the new management system which may effectively decrease reduce per-unit product carbon

emission.
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e Product volume (metric tons)
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4. Wastewater treatment:

The wastewater from each of Walsin Lihwa's plants has been properly treated and discharged through

wastewater treatment facilities in the plant site and the wastewater quality testing has been regularly

conducted to avoid the impact of wastewater discharge on the environment. Management at source is most

important in water conservation. Based on water quality characteristics, the treatment procedures were

designed and recycling units were installed, so the wastewater has been discharged to nearby rivers according

to regulations or piped to recycling units in order to effectively use limited water resources. Each plant site

has adjusted equipment and process to reduce water consumption and improve wastewater recycling system,

so as to enhance the recycling ratio of the process water.

The average pollutant concentration in wastewater discharged by the factories in 2017 met the effluent

criteria. The recycling ratio of Taiwan plants reached as high as 93.59%.

5. Strict control of industrial waste:

The 4Rs (reduce, reuse, recycle and recovery) have constituted the foundation for our company's waste

production and control. The copper wire and steel material in the used and scrapped cables can be fully

recycled for reuse in new cable production. In 2017, under the premise of circular economy, our Yanshui Plant
recovered about 5,778 metric tons of residual steel from the furnace slag and bought back about 6,795 metric
tons of nickel-chromium alloy from the processor whom we appointed to recycle our dust collected at

furnaces. Those recovered were made into steel material again. We recycle and reuse partial waste produced

by ourselves and the rest is removed, treated, or reused by qualified companies we have appointed. The

industrial waste at each plant is managed in compliance with environmental regulations and ISO 14001

Environment Management System. In regards to waste management, we have a strict external company

inspection and audit mechanism and in consideration of the legitimacy of companies and the risks of

secondary pollution, we select qualified companies for their treatment services. Internally, we reduce

production raw material waste and conduct reduction at source in the spirit of material flow cost.
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6. Improving energy use efficiency:

Walsin Lihwa upholds the business philosophy of "Green Manufacturing, Happy Enterprise and Sustainable
Management". In addition to committing to quality management, pollution prevention, environmental
protection, safety and health, our company adopts "Enhancing energy efficiency and promoting clean energy"
as its energy management guidelines to fulfill its social responsibility in energy conservation and carbon
reduction. We aggressively incorporate energy-saving equipment, efficient technologies, environment-friendly
facilities and environmental protection designs and green process into promoting improvement of energy
efficiency at source. In response to the governments' energy policies and measures, we educate our
employees about energy conservation and inventory the energy consumed by equipment and facilities to seek
opportunities for improving our energy performance and to also effectively implement our energy saving
plans.

7. Energy conservation and carbon reduction:

Our company formulates its energy conservation goals by referring to energy conservation policies
implemented in Taiwan and overseas. Our company has implemented plans to conserve energy, reduce
carbon footprints, as well as reduce carbon dioxide emissions through two major measures: engineering
control and administrative management. Our plants also increase energy usage rates via power conservation
and waste reduction and reduce greenhouse gas emissions by means of recycling and reuse of resources.

In order to effectively reduce pollution and greenhouse gas emissions and reasonably consume energy in the
most efficient way, each plant has established an energy conservation and carbon reduction management
group; the relevant platforms are implemented based on the strategies, individual management targets and
KPIs set forth by the Environment Safety and Health Committee; the implementations of the targets are
reported in every two months on the energy management meeting, during which the analysis and
countermeasures in response to the global trend are determined.

Our annual carbon reduction quantity target is declared at the beginning of every year. The target declared
for 2017 was a total of 3,457.30 metric tons for all of our plants at home and abroad. And the actual quantity
achieved was 6,663.89 metric tons with an achievement rate of 192.75%. The most outstanding was our
Yanshui Plant. It implemented its energy saving plan covering as many as 22 items, the most effective of which
was the reduction of natural gas consumption at the VOD boilers made possible by differentiating VCD time
based on the differences of high- and low-carbon steel grades. Its annual total carbon reduction quantity
reached 2,053.42 metric tons, accounting for about 32.78% of our overall carbon reduced at home and
abroad. Our plants in Taiwan and overseas implemented 86 carbon reduction programs in 2017 and these
efforts have reduced a total of 6,663.89 metric tons of carbon dioxide emissions, saving approximately
NTS$12.025 million for Taiwan plants and RMB2.344 million & RMO0.167 million for overseas plants. From 2016
to 2020, it is expected that our power saving rate will reach 5%.

2017 Energy Saving Plans for our plants in various regions

. Carbon
. . . Quantities . Amounts saved for
Plant site | Project type Energy-saving type reduction .
planned ) carbon reduction
(metric ton)
Manufacturin |Electricity and natural gas
Taiwan 42 3,168.59
g process
plants NT$12.025 million
Offices Electricity 2 6.37
Total 44 3,174.96
Manufacturin |Electricity, natural gas, gasoline
Overseas 42 3,116.17
lant g process and steam RMB2.344 million
plants
Offices Electricity 0 0.00{ RMO0.167 million
Total 42 3,116.17

Remark 1: This quantity of carbon dioxide equivalent is calculated based on the emission coefficients of the
local electricity, natural gas, gasoline and steam at each plant.
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Analysis on the 2017 Carbon Reduction
Quantities Realized & Declared (Taiwan plants)

=== Carbon reduction (Jan-Dec, 2017) == Quantities declared by each plantin 2017
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8. Promoting green manufacturing

The stainless steel wire rods, straight bars, cold- and hot-rolled coils and copper strips produced by Walsin
Lihwa belong to the upstream materials of various industries and most of them must be processed by several
downstream customers before they are delivered to the end-users. As an upstream manufacturer using both
steel and copper, the Company play a role in developing and expanding the supply of green products.
Moreover, stainless steel itself is one of the most typical green products. Thus, we regard ourselves as an
important promoter of the green supply chain.

From raw material selection to product output, this process is actively dedicated to the pursuit of
environmental balance and reduce burden on the environment. Therefore, in addition to continuously
investing in environmental protection equipment to reduce the environmental impact during the
manufacturing process, we continue to focus on process improvement, process simplification, process
reduction and process adjustment to reduce the use of resources, reduce the environmental pollution and
serve the purpose of energy conservation and carbon reduction. Additionally, in order to promote and expand
the green supply chain, we will actively develop green products to make our contributions to energy
conservation, carbon reduction and mitigation of global warming.

Walsin Lihwa's green operations are optimized and improved from the four major areas, with a view to
sustainable development.

® Development of green manufacturing processes
® Green product

® Management of harmful product materials

[

By-product reduction, recycling and reuse

(1) Development of Green Manufacturing Mrocesses

In terms of green manufacturing process development, our strategy and driving direction are “to adopt the
state-of-the-art technology & equipment and upgrade our plants towards Industry 4.0 standards, so as to
develop green processes for energy saving and waste reduction” and to take measures from the following
four aspects:

1. Process improvement: To make improvement and innovation on production process techniques
2. Process simplification: To simplify the production process by reviewing such process

3. Production equipment replacement: To fully grasp the information of advanced production equipment
and conduct necessary transformation and replacement

4. Enhancement of pollution prevention and waste treatment: To spare no efforts in solid, liquid and air
pollution control and follow-up treatment optimization
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In 2017, we developed the green manufacturing processes listed below, which further reduced pollution
and achieved the goals of energy conservation, carbon reduction and resources conservation.

® Developing furnace slag improvement treatment and reuse technology to reduce its environmental
impact.

® Developing furnace slag reduction process to reduce the environmental impact and save resources.
® Adopting pure oxygen combustion technology to reduce fuel consumption and NOx emissions.

® Improving heat treatment process to reduce fuel consumption and achieve energy conservation and
carbon reduction.

® Reducing pickling process. Removing rust by machine instead of pickling to reduce chemical solution
consumption, reduce pollution and save resources.

® Further increasing waste sulfuric acid recycling and reuse equipment to reduce sulfuric acid solution
consumption and save resources.

® Taichung plant pickling process added a waste mixed acid treatment and recycle equipment to further
improve waste mixed acid treatment ability, increase the amount of reuse, reduce acid solution
consumption and save resources.

® Promoting additional pickling equipment to reduce the NOx content in gas emissions and nitrate
content & sludge in effluent and increasing the recycling and reuse of the waste mixed acids and
wastewater, so as to mitigate environmental pollution.

® Refining straight bar manufacturing process. Adjusting cooling process for straight bars, thereby
lowering the frequency of cold-drawing and annealing during the process. This reduced frequency of use
of dies and annealing fuels and achieved energy conservation and carbon reduction.

Slag is a by-product of billet production at our Yanshui Plant in Taiwan during the stainless steel making
process and classified as No. 14 electric arc furnace (EAF) slag under the Regulations Governing
Administration of Reuse of Industrial Waste. The authority has announced that such material can be used
as part of the raw materials for cement and cement-derived products. To recover valuable metal in furnace
slags, thereby facilitating slag reutilization, we studied and innovated new process of recycling and reusing
slags in 2003. We continuously repeated the processes of breaking, sieving, jaw-crushing and screening
slags produced during stainless steel making; extracted valuable metals, slags and ballast soil from furnace
slags; and then classified the extractions to recycle and reuse them. A total of 5,778 metric tons of valuable
metals were recycled and reused in 2017. Patent application for this classification and processing
technology for EAF slag was submitted on April 22, 2004. The application was approved and the patent
details are as follows.

m Spent acid regeneration plant and wastewater recycling equipment (ARP+ZEMAP)

Walsin Lihwa has invested a huge amount of manpower, materials and funds in environmental
protection in the hope of achieving international standards. Its Taichung Plant adopted the acid
regeneration process (ARP) and the zero-effluent mixed acid pickling process (ZEMAP) in 2015; the two
systems earned the Energy Earth Award in same year. Taichung Plant test-ran the ARP equipment in July,
2016 and test-ran the ZEMAP equipment in the end of 2016.

The ARP treats the waste mixed acid produced from the stainless steel pickling process and recycles the
hydrofluoric acid and nitric acid to reduce the quantity treated at waste water plant and the sludge
production. In 2017, the harmful sludge was reduced by 18% from the previous year.

The ZEMAP treats waste mixed acid water, recycles condensed water for the reuse on the pickling line;
besides water-saving benefits, it achieves zero nitrate nitrogen emissions.

The ARP recycles hydrofluoric acid and nitric acid and produces the valuable by-product of "oxidized
metal powder", which is currently transported to our steel plant in Yanshui to be reused in the furnace.
About 980.81 metric tons of such powder were produced in 2017; it lowered the pollution impact to the
environment and created a new circular economy operation mode.
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m Recycling and reuse of dust collected at furnaces

In our Yanshui Plant, waste iron, waste steel and alloy iron are melted in an EAF under high temperature
to make steel. During the production process, suspended particles and gas are emitted and collected to
form "dust." Such dust contains valuable metals such as chromium, iron and nickel; if improperly
processed, these metals will cause environmental pollution. Adhering to the principles of sustainable
management and environmental protection, our Yanshui Plant puts BOF "dust" as raw material into EAF
for melting and recovering valuable metals. As a result, 5,778 tons of residual steel and 6,795 tons of
alloy iron were recovered respectively from furnace slag and from the dust for remaking of steel
material at the said plant in 2017. For the dust that could not return to the EAF for recycling, as of 2014,
our company commissioned qualified, legal recycling and reuse companies instead of solid waste
treatment companies to process the dust by melting them at high temperature to recover valuable
metals, which were then made into alloy iron. Thereafter, Yanshui Plant bought back such alloy iron and
put it into the EAF as raw material.

(2) Green product
m Stainless Steel

Stainless steel has outstanding corrosion resistance and heat tolerance. It can reduce downtime due to
equipment errors in harsh environments, extend service life and be 100% recyclable and re-generable.
50% of the raw material used in our stainless steel production is from recycled scrap stainless steel,
which will reduce the impact of waste on the Earth. It is why stainless steel can be regarded as a green
environmental protective product. Furthermore, stainless steel has a lower life cycle cost, even though
stainless steel contains precious metals such as chromium and nickel and is more expensive to produce
compared with general steel. But to take into account the life cycle cost, it is less costly than general
steel as it has better anti-corrosion property and a longer service life.

Global warming has caused extreme climates and deteriorated earth environment, making energy
conservation and carbon reduction critical. In response, governments and corporations around the
world have been committed to formulating a variety of measures, such as, reducing car and power plant
emissions, improving performance of engines and power generation equipment, building lighter car,
machinery, structures, etc. This trend expands the demand on stainless steel performance. Walsin Lihwa,
as the main stainless steel supplier on the market, continues to develop high performance stainless steel;
as listed in the table below, in 2017, in order to devote itself to the sustainable living environment on
Earth, it began to develop green stainless steel products with high performances such as high strength,
high heat tolerance, high anti-corrosiveness, highly suitable for turning processes, high compactability,
etc.
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m Wire and Cables

600V PVC electric wire products obtained SGS carbon footprint certification in September, 2013 and
Taiwan Electrical and Electronic Manufacturers' Association's (TEEMA) carbon footprint label in
December, 2013, making our company the first in Taiwan to have 600V PVC wire products which
obtained the carbon footprint certification and the carbon footprint label. Subsequently, our company
applied to the EPA for eco-label certification in 2014 and obtained eco-label certification for
environment-friendly 600V PVC wire and cable products in January 2015; this product is recyclable and
causes low pollution. Furthermore, the waste generated during manufacturing or the waste power
cables disposed of by consumers can be recycled and reused. This product provides a new green product
option for power cable consumers. Our company is also the first supplier of flame-retardant and heat-
resistant electric wires certified by the National Fire Agency. Our company also invests in developing low
smoke, toxin free and other types of green electric wires and cables and establishes new benchmarks for
green companies.

9. Primary pollution control facilities purchased in the most recent year as well as their applications and benefits
possible: (Listing only those valued at NT$100,000/RMB20,000 and above)

As of the end of 2017, Walsin Lihwa spent all kinds of expenses in environmental protection, which were
classified into environmental protection equipment fees (pollution prevention equipment), environmental
protection management fees and other related fees. As such, Taiwan plants invested NT$296,459,000;
mainland China plants, RMB23,495,000. Our Malaysian plant spent RM22,000 mainly in general waste
treatment and environmental monitoring. Details of the fees are listed in the following table.

2017 Environmental protection Mainland China plants
Taiwan plants (NT$1,000) Malaysian plant (RM1,000)
accounting expenses (RMB1,000)
Environment
protection | Environment protection Capital Capital Capital
Expenses Expenses Expenses
cost cost item expenditures expenditures expenditures
Category
Environment |E01-01 Pollution 3,783 41,343 9 183 - -
Equipment prevention expenses
cost
Environment [E02-01 Resource 210,971 - 9,532 - 11 -
protection circulation fee
related E02-02 Natural 250 - 8,424 - - -
management |resources fee
fee E02-03 Green 926 - 3,339 - - -
procurement
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2017 Environmental protection Mainland China plants
. Taiwan plants (NT$1,000) Malaysian plant (RM1,000)
accounting expenses (RMB1,000)
Environment
protection | Environment protection Capital Capital Capital
. Expenses . Expenses . Expenses .
cost cost item expenditures expenditures expenditures
Category
E02-04 Educational 73 - 14 - - -
training fee
E02-05 Test-derived fee 1,557 - 253 - - -
E02-06 Monitoring fee 5,499 - 329 - 6 -
Other E02-07 R&D cost 6,197 - 8 - - -
environment [E02-08 Social activities 600 - 8 - - -
protection cost
related fees |E02-09 Damage 6 - 680 - - -
compensation cost
E02-10 Fees charged by 25,254 - 716 - 5 -
governments
Sum Subtotal 255,116 41,343 23,312 183 22 -
Total 296,459 23,495 22

When Walsin Lihwa sets up (expands) its plants, it always considers the types and quantities of pollutants that

may be generated and assesses and sets up relevant pollution prevention equipment to avoid environmental

pollution. In 2017, for sake of the process improvements, all of its plants invested in pollution prevention for a
total of capital expenditure of NT$451,899,000 (Taiwan plants) and RMB5,419,000 (overseas plants). They
include the pollution prevention equipment valued at NT$100,000/RMB20,000 and above as follows:

(1) Taiwan plants

Investment
. . . cost . .
Plant area Equipment name (Taiwan) Quantity Anticipated benefits
(Currency:
NTS$1,000)
. |Wastewater treatment on nitrate To reduce the nitrate nitrogen concentration in
Yanshui | . 1 128,665 X
nitrogen-ZEMAP wastewater for discharge standard.
In the "Tainan Municipal Development of Low-
Carbon City Self-Governance Act", Article 23
stipulates that the power users with a power
_ |Solar photovoltaic system(Yanshui contract capacity of 800 kW or above in Tainan
Yanshui 1 81,320| . k i
Plant) city should set a solar photovoltaic system with
a contract capacity of more than 10% in the
place where power is used or in an appropriate
location in Tainan to save energy.
To inventory compressors for replacements of
Yanshui |Addition of air compressors 1 7,378 |old units and to measure the demand on spare
parts.
_ |Automatic sampling machine for To lower the power sent to the EAF in order to
Yanshui 1 9,200
temperature measurement at EAF. save energy.
. . After heat treatment for rolled steel, the acid
Yanshui |Two new refurbished sandblasters 1 34,854 . .
pickling process is reduced.
. |CCP 3.3KV dust collector revamped to o .
Yanshui . 1 3,000|with improved efficiency.
be controlled by an inverter
The equipment is replaced because the existing
. |POO01 dust-collecting chimney non-light non-light transmitting equipment has been
Yanshui . . 1 870
transmitting equipment replacement used for 10 years and does not have any
replaceable components.
. |New road for gas tankers to the west of Test the paved furnace slag on road to the west
Yanshui k 1 4,968 i
the straight bars plant of the straight bars plant
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Investment
. . . cost . .
Plant area Equipment name (Taiwan) Quantity Anticipated benefits
(Currency:
NTS$1,000)
. |The purchase of Elitegroup Computer
Yanshui 1 153,490|Land for furnace slag storage.
Systems Co., Ltd. land
Yanshui |V3 dust collector 1 3,300{New equipment.
. . Compliance with environmental policies to
. Plant 2 sewerage installation for o .
Xinzhuang . . 1 7,830|avoid fines and save sewage treatment fees in
domestic wastewater pipes
the future.
. Compliance with environmental policies to
. Plant 1 underground water filter o .
Xinzhuang 1 794|avoid fines and save sewage treatment fees in
backwash treatment
the future
Plant 1 process wastewater and rain Compliance with environmental policies to
Xinzhuang |water separation work (sewerage user 1 9,800|avoid fines and save sewage treatment fees in
pipe construction) the future.
Employee cafeteria kitchen wastewater Compliance with environmental policies to
Xinzhuang [treatment and food residue oily water 1 484 |avoid fines and save costs by avoiding disposal
separation into sewage
Apply for change to Plant 1 industrial Compliance with environmental policies to
Xinzhuang |waste water treatment and water 1 5,553 |avoid fines and save sewage treatment fees in
pollution control measures the future.
Handling applications for Plant 2 Compliance with environmental policies to
Xinzhuang |wastewater treatment, drainage and 1 394|avoid fines and save sewage treatment fees in
permit changes the future.
Sum 16 451,900
(2) Plants overseas
Investment
Plant . . . cost - .
Equipment name (China) Quantity Anticipated benefits
area (Currency:
RMB 1,000)
. _ |Add smoke and dust vacuum devices for Reduce workshop smoke and dust, improve
Jiangyin X X . 1 403 X
stranding and single wire flange the workshop environment.
B The storage site for hazardous waste
Nanjing . 1 212|The storage of hazardous waste.
and solid waste
Reduce hydrofluoric acid and nitric acid by
Acid tank/degreasing tank heating 30%, reduce annual water consumption by
Changshu . 1 951 .
renovation 42,857 tons and reduce annual waste acid
treatment fees by NT$332,000.
Yantai |Industrial vacuum loader 1 309|Environmental protection.
. . . The acoustic barrier reduces the noise in the
_|Billet storage area acoustic barrier o
Yantai . i 1 865|plant by 5 - 10 dB and reduces the noise impact
expansion renovation .
on residents around the plant area.
_|Channel type vehicle radioactivity Measure product radiation value to guarantee
Yantai o 1 550 . . . o
monitoring system compliance with environmental policies.
. . o Restrict slag tip dust from operations, reduce
Yantai [Slag tip atomization 1 833 . L .
fugitive emissions of particles
. . o Effective instant monitoring of particle
Automatic online monitoring of 1# L X . X
X emission concentrations for timely handling of
Yantai |furnace 1# ladle furnace VOD furnace 1 1,296 . . .
abnormalities and prevention of environmental
smoke and dust .
pollution.
Sum 8 5,419
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5. Employees-employer relations

(1) Worker-Management Relations and Welfare

The pursuit of excellence, innovation and learning and friendly environment form the basis of sustainable
development at Walsin Lihwa. Its respect and attention to "people" is reflected in its human resources
management systems and various worker-management relations mechanisms, which are described as follows:

1. Smooth worker-management communication channels

(1) In 1976 the Company established an industry union to advocate suitable policies and the voice and
proposals of workers are communicated using an employer and employee dual-channel communication
method.

(2) Union representatives employer-employee negotiation meetings are held each quarter. Union
representative conferences are held every year to establish a good bridge of communication between
employers and employees.

(3) The Company publishes the "Walsin People Digital Newsletter" to share information on critical business
operations and management. The company has also established an international communication platform
to hold online events and opinion surveys.

2. The Company's remuneration is established on the principle of being able to attract and retain talent as
follows:

(1) Salary: Regularly participate in external salary survey activities to understand external salary levels to serve
as a reference for the Company's salary setting as well as adjustments and to ensure competitive
salaries.

(2) Bonuses and remunerations: Bonuses and remunerations are issued annually as part of employee
compensation based on the operating performance of each department and the
performance results of individuals and groups, while taking into account the objectives of
talent retention and motivation.

3. Provide a diverse welfare system that includes the following:

(1) Group insurance plan (including term life insurance, accident insurance, inpatient health insurance, cancer
insurance and dependent pension)

(2) Self-contributed insurance plan for employees and their dependents
(3) Regular health exams for all employees

(4) Cash bonuses for the three traditional festivals
(5) Birthday bonus

(6) Wedding and funeral subsidies

(7) Scholarships for children

(8) Travel subsidies

(9) Club activity subsidies

(10) Emergency interest-free loans

(11) Hospital condolence fund

(12) Employee cafeteria

4. Under the "Walsin Lihwa Employee Learning and Development System," each employee is incorporated into
the Company's operating strategies, policies and target objectives based on his/her capabilities, job
performance and career development. This enables employees, job performance and the organization to be
fully integrated and to achieve synergies in employee learning and development. The content of the system
includes the following:

(1) Professional talent training in all levels
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(2) Management talent training
(3) New employee orientation

(4) Employee general education courses
(5) Self-motivation course

(6) Quality and safety awareness course

In 2017, the Company spent a total of NT$8,137,000 on employee education and training. Details are as

follows:
- L _ Average training hours per
Total training participation Total training hours
employee
58,820 240,366 51

Training statistics above include data from Taiwan and the subsidiaries in China.
5. Retirement system:

To provide job security to employees, the Company has established a retirement system pursuant to
regulatory requirements with specific measures as follow:

(1) Established a "Pension Oversight Committee" in 1986, whereby a workers' pension funds are deposited
monthly into a pension account at the Bank of Taiwan.

(2) The Company has commissioned external consultants to prepare a pension fund actuarial report annually
since 1994 and set aside a pension reserve fund each month based on the actuarial report in order to
satisfy pension applications made by employees eligible for retirement.

(3) In line with the implementation of the new pension system in 2005, the company has continued the
issuance of the pension fund to retired employees who have elected to receive the pension under the old
system. As for employees adopting the new system, 6% of their salary will be monthly withdrawn as
retirement pension and deposited into each employee's personal account at Labor Insurance Bureau.
Employees may voluntarily contribute within the 6% to satisfy personal demand in retirement preparation
based on personal needs.

(4) According to the revisions of the Labor Standards Act in 2015, the Company assesses the balance in the
designated labor pension reserve funds account, calculate required labor pension funds for the laborers
who meet the legal retire criteria in the follow following year and make up the difference before the end of
March the following year.

(5) In addition to compliance with the aforementioned retirement regulations and in recognition of the
contributions made by retired employees, the company also issues commemorative medals and awards to
retired employees. Meanwhile, the Employee Welfare Committee as well as the industry union have also
issued retirement souvenirs to fully reflect the company's gratitude towards retired employees.

(6) For employees in China, the subsidiaries enroll their employees in pension plans as required by law and
make monthly contributions to the pension plans according to the local regulations in order to provide
adequate retirement protection for the employees.

6. Employee Code of Conduct:

To ensure that employees comply with obligations to the Company, customers, competitors and suppliers

during business operations, the Company has established an Employee Code of Conduct in order to regulate

employee behavior. The highlights of this Code are as follows:

(1) Obligation to the Company: All Company employees must be dedicated, studious, conform with all rules of
the Company and ensure confidentiality.

(2) Obligation to customers: When conducting business dealings in representation of this Company, the

employee's attitude must be humble and without any arrogance or pride lest damaging the Company's
image.
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(3) Obligation to competitors: The Company's employees should gather competitor information to serve as a
reference for Company strategy in a legal and open manner.

(4) Obligation to suppliers: Negotiations and transactions with suppliers by employees must uphold the
principles of fairness, reasonableness and reciprocity in order to achieve a win-win result.

As a guide for employees to follow ethical standards and corporate governance, the Company has established

additionally an Employee Code of Ethical Conduct. The highlights of this Code are as follows:
(1) Prevention of conflicts of interests

(2) Prevention of opportunities to obtain personal gains

(3) Duty of confidentiality

(4) Fair trade

(5) Protection and appropriate use of Company assets

(6) Legal compliance

(7) Prohibition of gifts, bribes or any improper benefits

(8) Prohibition of external communication of information against the Company
(9) Equal employment opportunity and prohibition of discrimination

(10) Health and safety in workplace

(11) Correctly prepared documents and duty to maintain records

(12) Respect for intellectual property

(2) Protective measures taken to ensure a safe working environment and maintain employees' personal
safety

Walsin Holdings operates in one of the traditional industries and the work environment holds potential
occupational safety and health risks. Every year, the employees are reminded to follow up abnormal health
exam items according to the health exam results for health management and professional environment testing
institutions are also hired to study employee health exams and operation environment measurement data to
understand the hazard factors and propose prevention education training plans. Protection is provided in the
form of engineering control and personal protective equipment. Active operators undergo (regular) physical
examinations and health management.

The health and safety system and administrative measures are as follows:

1. Obtained OHSAS 18001 certification and safety management system (based on Taiwan Occupational Safety
and Health Management System (TOSHMS) in Taiwan and work safety standardization in China)

Plants to have obtained TOSHMS (Xinzhuang plant 1, Xinzhuang plant 2, Taichung plant and Yanshui plant;
Xinzhuang plants 1 and 2 both obtained performance recognition from Occupational Safety and Health
Administration of Ministry of Labor) and plants that have obtained work safety standardization certification in
China (Yantai plant, Changshu plant, White Crane plant, Nanjing plant, Shanghai power plant, Dongguan plant
and lJiangyin plant) have also obtained OHSAS 18001 certification for occupational safety and health
management system. The complete health and safety management system is based on the health and safety
plan-do-check-act model and serves to create healthy, safe work conditions.

In response to the health and safety regulations and the work safety systems in Taiwan and China, all plants in
Taiwan follow the Taiwan Occupational Safety and Health Management System (TOSHMS). All plants in China
implement work safety standardization to enforce work safety management. Through institutionalization,
documentation and systemization approaches, the Company actively holds training programs, conducts legal
inspections, performs risk identification assessments, comprehensively amends safe job procedures (SJP), sets
the top priority of safety and health improvements and formulates goals and improvement plans. We
continue to improve our safety and health performance through improvement plans, regular auditing and
evaluations by managements (Environmental safety and health management committee). In 2016 - 2017, an
external expert (Mr. Hsieh Jing-fa) was hire to assist the Group with preparations for the ISO45001 revision.
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All domestic and foreign business locations are expected to obtain ISO45001 certification in 2019, so that the
entire Company becomes an occupational health and safety system certified corporation.

2. Designated health and safety and environmental management units or staff

An "Occupational Safety and Health Committee" (Taiwan) or "Production Safety Committee" (China) is
established at every Walsin business location. In Taiwan, the labor representatives comprises of one third of
the committee. Each committee at the business locations holds a meeting every three months to discuss
occupational safety and health management issues; the meeting minutes are all published afterwards. Each
year a regular "Occupational Safety and Health Committee" or a "Production Safety Committee" meeting is
held to review relevant standards, regulations and risks.

Ratio of labor representatives on Ratio of labor representatives on the
the Occupational Safety and Health Production Safety Committee (China)
Management Committee (Taiwan) 80.00%
42.11%
3563%  3333% 33333 o0-96% 33.33%
I I I I 2857%  2B57% 30.77%
20.00%
. . I I 12.50%
] o & >
& e S | B
-15'9\ *'.\& R '\{° i China Shangdian Dongguan Nanjing Changshu Yantai
’\'b\ plants

Note: The ratio = Number of labor representatives / Number of committee members X 100%
3. Environmental safety and health duties and training:

In 2017, the Company continued to promote all-employee participation in advanced and special chemicals
professional trainings, such as hazard identification, risk evaluation and safe job procedures (SJP), resulting in
a consistent environment health and safety (ESH) management system across all domestic and overseas
plants of Walsin Lihwa. Annually scheduled audits of hazard identification, risk evaluations and SJP help
identify operation risks and reduce the incident rates. In the same year, a special chemicals education training
instructed by externally hired teachers helped improve operator professional skills. A total of 21 education
lectures were held, educating the concepts of occupational safety and health and ESH management system
operations. The courses are a total of 118 hours with about 800 participations. In 2018, the Company will
continue to build on the philosophy of leadership commitment and leveled management of occupational
safety and health and ESH management systems. Walsin is committed to environmental protection and

occupational safety.
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4. Contractor management

The Company is dedicated to corporate social responsibility and extends that devotion to our contractors. The

past contractor management method of auditing from the product and contracted project point-of-view has

resulted in painful experiences in 2017. Afterward, the Company takes into account a more active and

comprehensive view in terms of environment, society and economy to conduce supplier and contractor audit

and selection, for an effective and suitable management and to understand the significant and hidden risks in

the supply chain.

m Short-term improvement plans

L 2R 2R 2R 2R 2R 2R 2R 2

Contractor education and training Environmental protection, safety and health lectures

Plant entrance access control: Working permit

Notification of hazard factors: On-site construction safety notice

Contractor evaluation

Agreement and signing of required important information for contractors: Contractor Agreement
Plant entrance access control: Construction control

Join the agreement organization: Agreement organization application, meeting

Dangerous operation control: Hot work, elevated operations, confined space operations, dangerous
pipes cutting operations, suspension operations

€ Power management: Power usage application

@ Construction work management: Construction safety measure, 6S control

m The long-term plan is to develop a dedicated APP, which is a basis for all employees operation verification,

or plant safety and contractor work process monitoring and to establish emergency response organization

and reporting procedures (education training/subsequent procedure establishment/post-incident

processes).

5. Key tasks in future health and safety management (2018 safety and environment guidelines)

(1)

(2)
3)

(4)
(5)

The Company's ESH management system (standard and integrated management system) management
and risk monitoring

A comprehensive continuous ESH management mechanism and an integrated information platform.

Full participation. Operational safety (SJP), equipment safety (TPM), environmental safety, 5S
implementation

Major ESH project (legal compliance and innovation)

Establish ESH talent database, develop integrated ESH project talent and organization

6. Environmental safety operation management and performance assessment measures

(1)

()

Active performance indicators:

Key project efficiency and realization - obtain management system certification (ISO 14001 new version,
ISO 45001 certification, ISO 50001)

® Contractor management and dangerous operation control.

® Key project to reduce occupational incidents and ESH risks - safe operation zone defense and full

participation

® Conduct incident reporting and investigation and ESH affairs reporting

® Key project - energy conservation and carbon reduction (energy conservation project, GHG inventory)

® Safety and environment database reporting system status The status of data reporting (information

transparency)
Reduce environmental protection risk: Environmental protection risk management and control
Passive performance indicators

Reduce occupational hazard/injuries & occupational, safety and health risks
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® Energy conservation and carbon reduction: Achieve the announced annual energy conversation and
carbon reduction goal - necessary target is 1%

® Reduce environmental protection/safety risk: Legal compliance in environmental protection/safety/fire-
fighting management

7. Establish friendly, safe and healthy workplace through health promotion

(1)

(2)

3)

Employee health exams: Walsin takes care of its employee's health by offering the more health exam
items and higher exam frequency than the legal requirement. The Company also conducts health
management measures on the exam results and offers consultation, diagnosis, treatment, referral and
other services. The 2017 overall number of people that were examined and managed is 6,308.

Taiwan Region employee healthcare
2015 2016 2017
management
Health Exams: 1,309 people 2,003 people 1,481 people
New employee healthcare
266 people 231 people 401 people

management
Existing employee healthcare

1,167 people 1,828 people 2,075 people
management
Special health hazard management 1,557 people 2,036 people 2,351 people
Total 4,299 people 6,098 people 6,308 people

Employee healthcare management: Employees of the business locations in Taiwan are annually reminded
to follow up abnormal health exam items according to the health exam results for health management
and professional environment testing institutions are also hired to study employee health exams and
operation environment measurement data to understand the hazard factors and propose prevention
education training plans. All personnel working on special operation sites undergo special health exams
according to plans; the exam items include high temperature, noise, radiation, lead, magnesium, dust and

nickel. The number of participations in the special health exams over the years are as follows.

Special health hazard management in Taiwan
1300
] 1600
& 1400
-t
g 1200
2 1000
E 800
w 0600
o ap0
1 oo il = ml  _
£ o i —
= High .
= . . . . . Magnesium . . .
temperature Moise operation | lonizing radiation | Lead operation et Dust operation | Mickel operation
operation management operation management operstion mansgement mansgement
management
mansgement
m2015 262 857 92 36 45 261 1]
2016 33z 1075 112 79 22 346 70
2017 246 1622 111 13 23 264 €5

Employee care (Labor physical and mental healthcare measures): From the health risk management
methods announced in Taiwan Regional business locations in 2015 (over-exhaustion, human factor hazard
prevention, workplace violence management and maternal protection management), to the management
project implementation in various campaigns and trainings in 2016 and the implementation of each
plant's classified health risk management in 2017, Walsin's achievements are as follows:
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(5)

Occupational health risk management in 2017 Taipei [Xinzhuang j(zr;gpn;:ri Taichung | Yanshui
g:ar\r;::trig: Sszfrlslunder ergonomic hazard 158 385 75 309 0
Number of people under overwork prevention control 158 385 75 311 1,042
Number of people under maternity protection 4 0 0 1 5
Number of people under violence prevention control B - - - -

Description

® Prevention of human factors: Preventive management is conducted based on the behavioral analysis
of the human factors questionnaire distributed in 2016 and 2017.

® Overworking control and prevention: Preventive management is conducted based on physical
examination data as well as analysis of the individual overwork survey questionnaire distributed in
2016 and 2017.

® Maternity protection: Maternal health hazard protective measures targeting female employees were
implemented in 2017, including hazard evaluation and control, doctor's appointments and risk level
management; a total of 10 employees were assisted.

® Violence control and prevention: No case of violence has been reported since promotion was
conducted in 2016 and a survey was implemented in 2017.

Health promotion & on-site occupational medicine services: A variety of health-promoting activities were

held in order to enhance occupational health at the workplace. Activities consistent with the

characteristics of the plants, such as health screening, weight loss & mental consultation, health seminars,

diet & sports consultation and smoking cessation, were held through diverse actions and static methods

in an attempt to promote employees' mental and physical health. It is hoped that employees can receive

well-rounded healthcare and medical services. Occupational medicine physicians were regularly hired and

invited to on-site service to conduct one-on-one consulting, seminars and on-site visits, so that employees

can receive well-rounded healthcare and medical services.

Autonomous activities for health in the
. 2017

Taiwan area
Dynamic-autonomous activities for health 37 Number of events 1,873 Number of people
Static-autonomous activities for health 56 Number of events 1,094 | Number of people
Occupational medicine on-site service at

p' . 19 Number of events 78 Number of people
factories-consultation
Occupational medicine on-site service at

p. . 4 Number of events 114 Number of people
factories-seminar

Dynamic events: Events such as the loving care blood-giving campaign, action smoking cessation
outpatient clinic, betel nut cessation campaign, physical fitness campaign, flu vaccination, club events
(mountain-climbing/aerobics/biking/basketball), events held by government agencies, etc.

2017 achievements in health workplace promotion: In terms of workplace health and safety, we take
employer's responsibility very seriously and go to great lengths to perform our duty, in order to provide
employees with a better working environment. We also received multiple recognition for our proactive
promotion of occupational health management initiatives: Our Hsinchuang plant has received a certificate
of appreciation for partnering with Taipei Medical University, the Health Promotion Administration and
the Taiwan Food and Drug Administration in the anti-smoking & anti-betel nut promotional campaign, in
addition to winning the Badge of Accredited Healthy Workplace as well as a certificate of appreciation
from the Occupational Safety and Health Administration, Ministry of Labor for promoting labor health
service affairs by a corporation. Taichung plant won the Dynamic Workplace Creative Golden Ideas
Award-Outstanding Performance Award presented by the Health Bureau of Taichung City Government, in

addition to the recognition of 2017 Outstanding Occupational Healthcare Personnel by the Taiwan
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Association of Occupational Health Nurses. Yenshui plant was also awarded national outstanding healthy
workplace - health management award as well as the excellent healthy workplace award by the
Department of Health, Tainan City Government. Won the iTaiwan iSports Badge in 2017 as well as the

Outstanding Healthcare Personnel Award in 2017 presented by the Great Tainan Nurses Association

Plant area Award
Ministry of Health and Welfare Badge of Accredited Healthy Workplace
Taipei Medical University Certificate of appreciation for participation in anti-
Xinzhuang plant smoking & anti-betel nut promotional campaign
Occupational Safety and Health Certificate of appreciation for promoting labor
Administration health service affairs by a corporation.
Health Bureau of Taichung City Dynamic Workplace Creative Golden Ideas Award-
Government Outstanding Performance Award

Taichung plant |Taiwan Association of Occupational {2017 Outstanding Occupational Healthcare
Health Nurses Personnel by the Taiwan Association of

Occupational Health Nurses

Occupational Safety and Health 2017 "iTaiwan iSports Badge"
Yenshui plant |Administration

Great Tainan Nurses Association Outstanding Healthcare Personnel in 2017
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(3) Labor dispute losses and countermeasures from the most recent year to the publication date of this
annual report: None.

6. Material Contracts

(1) Walsin Lihwa Corporation

Nature of Contracting Contract . L
. Main Content Restrictive Clauses
Contract Parties Term Dates
Sixteen banks Syndicated loan 1. Current ratio >=100%

Syndication including credit of NT$15 2. Debt ration<=120%

- 2015/09 ~ . . . .
Loan Taipei Fubon, 2020/09 billion, five-year (Net indebtedness/Tangible asset)
Agreement Chinatrust and period, non- 3. Interest protection multiples >=150%

E.Sun Bank. recyclable 4. Net tangible assets >= NT$50 billion
(2) Walsin (Nanjing) Construction Limited
Nature of Contractin Contract
. s Main Content Restrictive Clauses
Contract Parties Term Dates

41 companies

. . P Walsin Centro AB area phase

including two desi onsultan

Wi sign, consultancy,
Construction Shanghai g. Y
. 2017/01~ | construction, power None

Agreement Construction .

No. 1 Grou distribution, etc., accumulates

' P to RMB 1.446 billion.
etc.
. Disposal of No. 3 building on AB
Nanjing

area in Jianye District, Nanjing,
Branch, Bank v I1ng

Sale Agreement 2017/4 with the transaction amounting| None
of Beijing Co., A
Ltd to around RMB1.05 billion in

) total

Nanjing Disposal of No. 4 building on AB
branch office area in Jianye District, Nanjing,

Sale Agreement | of China Life |2017/12 with the transaction amounting| None
Insurance Co., to around RMB1.05 billion in

Ltd. total
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(1) Condensed Balance Sheet — Consolidated (Based on IFRSs)

1.Brief Balance Sheets and Comprehensive Income Statements of Recent Five Years

Unit: NT Thousands
Year Financial Summary for the Last Five Years
Items 2013 2014 2015 2016 2017
Current Assets 52,873,326 52,140,435 51,200,394 55,356,705 63,652,434
Property,Plant and 21,635,479 18,439,033 17,575,655 20,483,863 20,984,890
Equipment
Intangible Assets 199,178 201,172 199,080 177,029 169,726
Other Assets 38,700,358 37,976,806 35,708,162 38,161,617 45,443,695
Total Assets 113,408,341 108,757,446 104,683,291 114,179,214 130,250,745
Before 35,863,269 19,971,882 17,078,873 32,360,784 34,618,169
Current Distibution
Liabilities |After 35,863,269 19,971,882 17,780,073 34,688,984 37,944,169
Distibution
Non-current Liabilities 15,347,795 23,370,603 24,035,959 16,536,425 23,352,320
Before 51,211,064 43,342,485 41,114,832 48,897,209 57,970,489
Total Distibution
Liabilities |After 51,211,064 43,342,485 41,816,032 51,225,409 61,296,489
Distibution
Equity Attributable to
owners of the 59,971,272 63,499,315 61,680,070 63,365,942 70,523,463
Company
Capital Stock 35,760,002 35,760,002 35,760,002 33,960,002 33,660,002
Capital Surplus 15,629,054 15,647,004 15,766,866 15,701,403 15,854,392
Before 7,758,681 9,932,518 11,383,125 15,211,219 19,234,380
Retained [Distibution
Earnings  |After 7,758,681 9,932,518 10,681,925 12,883,019 15,908,380
Distibution
Other Equity 823,535 2,452,684 (621,113) (897,872) 2,090,607
Treasury Stock - (292,893) (608,810) (608,810) (315,918)
Non-controlling 2,226,005 1,915,646 1,888,389 1,916,063 1,756,793
Interests
Before 62,197,277 65,414,961 63,568,459 65,282,005 72,280,256
Total Distibution
Equity After 62,197,277 65,414,961 62,867,259 62,953,805 68,954,256
Distibution
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(2) Condensed Balance Sheet - Unconsolidated (Based on IFRSs)

Unit: NT Thousands

Year Financial Summary for the Last Five Years

IS 2013 2014 2015 2016 2017

Current Assets 8,723,676 9,989,580 10,670,083 12,619,660 15,188,603

Property,Plant and 11,719,767 11,427,661 11,625,911 13,853,939 14,356,176

Equipment

Intangible Assets - - - - -

Other Assets 60,741,853 61,654,567 72,824,020 67,646,531 76,090,868

Total Assets 81,185,296 83,071,808 95,120,014 94,120,130 105,635,647
Before 9,506,730 8,342,078 9,409,878 14,688,116 12,497,690

Current  |Distibution

Liabilities |After 9,506,730 8,342,078 10,111,078 17,016,316 15,823,690
Distibution

Non-current Liabilities 11,707,294 11,230,415 24,030,066 16,066,072 22,614,494
Before 21,214,024 19,572,493 33,439,944 30,754,188 35,112,184

Total Distibution

Liabilities |After 21,214,024 19,572,493 34,141,144 33,082,388 38,438,184
Distibution

Capital Stock 35,760,002 35,760,002 35,760,002 33,960,002 33,660,002

Capital Surplus 15,629,054 15,647,004 15,766,866 15,701,403 15,854,392
Before 7,758,681 9,932,518 11,383,125 15,211,219 19,234,380

Retained |Distibution

Earnings  |After 7,758,681 9,932,518 10,681,925 12,883,019 15,908,380
Distibution

Other Equity 823,535 2,452,684 (621,113) (897,872) 2,090,607

Treasury Stock - (292,893) (608,810) (608,810) (315,918)
Before 59,971,272 63,499,315 61,680,070 63,365,942 70,523,463

Total Distibution

Equity After 59,971,272 63,499,315 60,978,870 61,037,742 67,197,463
Distibution
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(3) Condensed Income Statements - Consolidated (Based on IFRSs)

Unit: NT Thousands (Excpet EPS

Year

Items

Financial Summary for the Last Five Years

2013

2014

2015

2016

2017

Net Sales

148,634,957

162,987,384

149,338,115

143,355,241

167,792,585

Gross Profit

4,631,158

7,570,228

5,808,905

9,564,407

12,004,831

Operating Income

45,197

3,503,590

1,957,744

5,321,774

7,895,645

Non-operating

Revenue and Expense

(2,361,334)

157,734

507,687

851,597

1,498,803

Profit (loss) before

Taxes

(2,316,137)

3,661,324

2,465,431

6,173,371

9,394,448

Gain (loss) from

Continued Operations

(2,431,422)

2,535,532

1,728,132

4,838,503

6,694,013

Loss from
Discontinued

Operations

Profit (loss) for the

year

(2,431,422)

2,535,532

1,728,132

4,838,503

6,694,013

Other comprehensive
income,net of income

tax

4,489,965

1,502,331

(3,210,351)

(239,696)

2,786,719

Total comprehensive

income for the year

2,058,543

4,037,863

(1,482,219)

4,598,807

9,480,723

Profit (loss) for the
year attributable to
owners of the

company

(2,688,696)

2,264,691

1,601,726

4,568,125

6,559,984

Profit for the year
attributable to non-

controlling interests

257,274

270,841

126,406

270,378

134,029

Total comprehensive
income for the year
attributable to owners

of the company

1,836,583

3,802,986

(1,604,667)

4,252,535

9,362,394

Total comprehensive
income for the year
attributable to non-

controlling interests

221,960

234,877

122,448

346,272

118,338

Earnings (loss) Per
Share (Note)

(0.77)

0.64

0.45

1.33

1.97

Note:

Earnings (loss) per share are based on retroactively adjusted weighted average of outstanding shares.
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(4) Condensed Income Statements - Unconsolidated (Based on IFRSs)

Unit: NT Thousands (Excpet EPS)

Year Financial Summary for the Last Five Years
Items 2013 2014 2015 2016 2017
Net Sales 67,659,107 70,179,109 71,574,888 67,074,039 76,123,074
Gross Profit 2,693,683 3,093,674 4,090,649 5,982,561 5,318,064
Operating Income 1,648,545 2,058,839 2,996,429 4,785,519 3,836,535
Non-operating
(4,663,241) 226,852 (838,608) 390,100 3,290,917
Revenue and Expense
Profit (loss) before
(3,014,696) 2,285,691 2,157,821 5,175,619 7,127,452
Taxes
Gain (loss) from
. . (2,688,696) 2,264,691 1,601,726 4,568,125 6,559,984
Continued Operations
Loss from Discontinued
Operations i i i i i
Profit (loss) for the
year (2,688,696) 2,264,691 1,601,726 4,568,125 6,559,984
Other comprehensive
income,net of income 4,525,279 1,538,295 (3,206,393) (315,590) 2,802,410
tax
Total comprehensive
. 1,836,583 3,802,986 (1,604,667) 4,252,535 9,362,394
income for the year
Earnings (loss) Per
(0.77) 0.64 0.45 1.33 1.97
Share (Note)

Note:

(5) Auditors’ Opinion from 2013 to 2017

Earnings (loss) per share are based on retroactively adjusted weighted average of outstanding shares.

Year CPA Audit Opinion
Deloitte & Touche . . .
2013 Hung-Bin Yu, Kenny Hong An Unqualified Opinion with an Explanatory Paragraph
Deloitte & Touche o - .
2014 Hung-Bin Yu, Kenny Hong An Unqualified Opinion with an Explanatory Paragraph
Deloitte & Touche . - .
2015 Hung-Bin Yu, Kenny Hong An Unqualified Opinion with an Explanatory Paragraph
2016 Deloitte & Touche An Unmodified Opinion with an Other Matter P h
Hung-Bin Yu, Kenny Hong n Unmodified Opinion with an er Matter Paragrap
2017 Deloitte & Touche An Unmodified Opinion with an Other Matter P h
Ming-Yu Chiu, Hung-Bin Yu n Unmodified Opinion with an er Matter Paragrap
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2.Financial Analysis of Recent Five Years

(1) Consolidated Financial Analysis — Based on IFRSs

Year Financial Analysis for the Last Five Years
Analysis ltems 2013 2014 2015 2016 2017
Debt Ratio 45.15 39.85 39.27 42.82 44.50
Financial
o/ |Ratio of long-term Capital to Property,
structure (%) . 358.41| 48150  498.44| 399.42|  455.72
Plant and Equipment
Current Ratio 147.41 261.06 299.78 171.06 183.87
Solvency - -
) Quick Ratio 83.21 136.12 160.67 76.01 80.75
0,
Interest Coverage Ratio (times) (276.85) 581.00 681.97| 2,011.36| 1,931.29
Accounts Receivable Turnover (Times) 8.87 9.74 9.48 9.83 11.75
Average Collection Period 41.14 37.47 38.50 37.13 31.06
Inventory Turnover (Times) 6.88 7.06 6.30 5.38 5.24
Operating  |Accounts Payable Turnover (times) 22.57 21.64 20.21 17.98 17.39
Performance |Average Days in Sales 53.05 51.69 57.93 67.84 69.65
Property, plant and equipment
) 6.26 8.13 8.29 7.53 8.09
Turnover (Times)
Total Assets Turnover (Times) 1.33 1.46 1.39 1.31 1.37
Return on Total Assets (%) (1.66) 2.75 1.89 4.65 5.77
Return on Stockholders’ equity (%) (3.91) 3.97 2.67 7.51 9.73
Pre-tax Income to Paid-in Capital (%) (6.47) 10.23 6.89 18.17 27.90
Profit ability - -
Profit Ratio (%) (1.63) 1.55 1.15 3.37 3.98
Earnings (loss) Per Share (NTS)
(0.77) 0.64 0.45 1.33 1.97
(Note 1)
Cash Cash Flow Ratio (%) 17.24 2.84 23.48 22.98 22.23
as -
Cash Flow Adequacy Ratio (%) 38.20 55.76 93.52 92.90 83.19
Flow(Note 2) - B
Cash Reinvestment Ratio (%) 7.51 0.59 4.13 7.69 5.32
Operating Leverage 173.93 2.98 4,54 2.28 1.49
Leverage K R
Financial Leverage - 1.27 1.27 1.06 1.06
Analysis of financial ratio difference for the last two years (Not required if the difference does not exceed 20%)
A.Compared to 2016, return on total assets, return on stockholders’ equity, pre-tax income to paid-in capital and
earnings per share in 2017 show an increase and operating leverage, cash reinvestment ratio decline. It’s because
that Commercial Real Estate Business got profit form saling Estate D.
B.The increase of profit before tax and operating incomein 2017 due to the Stainless Steel Business got profit from
the steady production increasing sales volume.

Note 1: Earnings (loss) per share are based on retroactively adjusted weighted average of outstanding shares.
Note 2: If net cash provided by operating activities is negative , shall not be calculated.
Note 3:  Financial analysis formulas show as the following:
1.Financial Structure:
(1)Debt Ratio = Total liabilities / Total assets
(2)Ratio of Long-term Capital to Property, plant and equipment = (Stockholders’ equity + non-current
liabilities) / net worth of Property, plant and equipment
2.Solvency:
(1)Current Ratio = Current assets / Current liabilities

(2)Quick Ratio = (Current assets - inventories - prepaid expenses) / Current liabilities
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(3)Interest Coverage Ratio = Income before tax and interest expenses / Current Interest expenses
3.0perating Performance:
(1)Receivable (included trade receivables and operating notes receivable) Turnover = Net sales /
Average receivables for each period (included trade receivables and operating notes receivable)
(2)Average Collection Period Turnover Days = 365 / Receivable turnover
(3)Inventory Turnover = Cost of sales / Average inventories
(4) Payables (included trade payables and operating notes payable) Turnover = Cost of sales /
Average payables for each period (included trade payables and operating notes payable)
(5)Average Days in Sales = 365 / Inventory turnover
(6)Property, Plant and Equipment Turnover = Net sales / Average of property, plant and equipment,
net
(7)Total Assets Turnover = Net sales / Average of total assets
4 Profitability:
(1)Return on Total Assets = [ Net income after tax + interest expensex ( 1 - taxrate ) ] / Average
of total assets
(2)Return on Stockholders’ equity = Net income after tax / Average of stockholders’ equity
(3)Profit Ratio = Net income after tax / Net sales
(4)Earnings (loss) Per Share = Net income attributable to owners - stock dividend -preferred ) /
Weighted average of outstanding shares
5.Cash Flow:
(1)Cash Flow Ratio = Net cash provided by operating activities / Current liabilities
(2)Cash Flow Adequacy Ratio = Net cash provided by operating activities in recently five years /
Recently five years of ( capital expenses + increase of inventories+ cash dividend)
(3)Cash Reinvestment Ratio = (Net cash provided by operating activities- cash dividend) / (Property,
plant and equipment, gross +long-term investment + other non-current assets + working capital)
6.Leverage:
(1)Operating Leverage = (Net sales - variable operating cost and expense) / Operating income

(2)Financial Leverage = Operating income / (Operating income - interest expense)



This English translation is provided for reference only. In the case
of any discrepancies, the original Chinese version shall prevail.

(2) Financial Analysis — Based on IFRSs

Year Financial Analysis for the Last Five Years
Analysis Items 2013 2014 2015 2016 2017
~ |DebtRatio 26.13 23.56 35.13 32.67 33.23
Financial
oy |Ratio of Long-term Capital to Property,
structure(%) . 611.60|  653.93| 73723 57335 648.76
plant and equipment
Current Ratio 91.76 119.74 113.39 85.91 121.53
Solvency - -
(%) Quick Ratio 33.42 36.63 52.70 28.86 44.92
(o]
Interest Coverage Ratio (times) (1,021.68) 955.88 691.36 1,210.70 1,741.08
Accounts Receivable Turnover (Times) 24.75 30.08 32.93 36.83 33.13
Average Collection Period 14.74 12.13 11.08 9.91 11.01
Inventory Turnover (Times) 11.54 11.60 11.23 9.00 8.20
Operating |Accounts Payable turnover (times) 23.80 23.98 25.05 20.65 19.34
Performance |Average Days in Sales 31.62 31.46 32.50 40.55 44.51
Property, plant and equipment
) 5.82 6.06 6.20 5.26 5.39
Turnover (Times)
Total Assets Turnover (Times) 0.83 0.85 0.80 0.70 0.76
Return on Total Assets (%) (3.02) 3.07 2.10 5.26 6.96
Return on Stockholders’ equity (%) (4.57) 3.66 2.55 7.30 9.79
o Pre-tax Income to Paid-in Capital (%) (8.43) 6.39 6.03 15.24 21.17
Profitability - -
Profit Ratio (%) (3.97) 3.22 2.23 6.81 8.61
Earnings (loss) Per Share (NTS)
(0.77) 0.64 0.45 1.33 1.97
(Note 1)
Cash Cash Flow Ratio (%) 64.12 17.52 54.45 18.53 29.65
as
Cash Flow Adequacy Ratio (%) 52.19 48.96 53.38 46.64 47.63
Flow(Note2)
Cash Reinvestment Ratio (%) 8.43 1.92 5.76 2.46 1.44
Operating Leverage 2.78 2.55 2.11 1.71 2.03
Leverage
Financial Leverage 1.19 1.14 1.13 1.10 1.12

Analysis of financial ratio difference for the last two years (Not required if the difference does not exceed 20%)

A. The decrease of ratio of current ratio, quick ratio and cash flow ratio in 2017 compared to 2016 was due to the
short-term borrowings decrease.

B. Theincrease of interest earned ratio, return on total assets, return on stockholders’ equity, pre-tax income to
paid-in capital, net profit ratio and earnings per share in 2017 compared to 2016 was that the stainless steel
business benefited from the steady production increasing sales volume and gross profit.

C. The dncrease of cash reinvestment ratio in 2017 compared to 2016 were due to the increase of the cash
dividends the carrying amount of inventories.

Note 1: Earnings (loss) per share are based on retroactively adjusted weighted average of outstanding shares.

Note 2: If net cash provided by operating activities is negative , shall not be calculated.

Note 3: Financial analysis formulas see Table (1).




Business Overview
3. Audit Committee’s Review Report for the Recent Year

Audit Committee’s Report

The Board of Directors has prepared the Company’s 2017 Business Report, Financial
Statements, and proposal for allocation of profits which had been audited by Deloitte &
Touche Accountants, Ming-Yu Chiu and Hung-Bin, Yu. Those financial statements referred
to above present fairly, in all material respects, the consolidated financial position of the
Company.

The Business Report, Financial Statements, and profit allocation proposal have been
reviewed and determined to be correct and accurate by the Audit Committee members of
Walsin Lihwa Corporation. According to Article 14-4 of the Securities and Exchange Act

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

Walsin Lihwa Corporation

o
Chairman of the Audit Committee : Ming-Ling Hsueh @é % _2/%

February 23,2018



4.Financial Statements of Recent Years

INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Walsin Lihwa Corporation

Opinion

We have audited the accompanying consolidated financial statements of Walsin Lihwa Corporation
and its subsidiaries (the “Group’), which comprise the consolidated balance sheets as of December 31,
2017 and 2016, and the consolidated statements of comprehensive income, changes in equity and cash
flows for the years then ended, and the notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, based on our audits and the reports of other auditors (as set out in the Other Matter
section of our report), the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as of December 31, 2017 and 2016,
and its consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities Issuers
and International Financial Reporting Standards (IFRS), International Accounting Standards (IAS),
IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued into effect by the
Financial Supervisory Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and auditing standards generally accepted in the
Republic of China. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with The Norm of Professional Ethics for Certified Public
Accountant of the Republic of China, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements as of and for the year ended December 31, 2017.
These matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

The following are the key audit matters of the consolidated financial statements of the Group as of and
for the year ended December 31, 2017:



Financial Information

Sales Revenue Recognition

The recognition of sales revenue depends on whether the risks and rewards of the ownership of goods
have been transferred to customers. The point of transferring the risks and rewards of the ownership
of goods to customers of the Group is based on the transaction terms of diverse sales contracts (such as
the dispatch day, free on board (FOB) shipment and the day of receipt). As the transaction terms are
determined by individual sales contracts, the recognition of sales revenue is regarded as a key audit
matter. Refer to Notes 4 and 23 of the accompanying consolidated financial statements for
disclosures related to sales of goods and revenue recognition.

Our audit procedures in response to sales revenue recognition consist of selecting samples of sales
contracts from main customers and examining the transaction terms of the sales contracts selected to
confirm that sales revenue had been recognized according to the point of transferring the risks and
rewards of the ownership of goods.

Real Estate Sales Revenue Recognition

As of December 31, 2017, Walsin (Nanjing) Construction Limited, a subsidiary of Walsin Lihwa
Corporation, entered into agreements for the sale of real estate as of December 31, 2017; the selling
prices for the related residential buildings and office buildings were RMB 4,300 million (equivalent to
NT$19,700 million). For the year ended December 31, 2017, the sale of certain of the residential
buildings were completed during the year ended December 31, 2017, and the revenue recognized
amounted to NT$5,100 million. As these real estate sales transactions and amounts were significant
for the Group’s consolidated financial statements for the year ended December 31, 2017, they were
also a matter for concern for investors. Considering the numerous factors affected by such real estate
sales revenue, the Group must inspect the conditions of sales contracts to ensure that real estate sales
revenue is recognized according to the point of transferring the risks and rewards of ownership. As
such, we identified the sales revenue of real estate as a key audit matter. Refer to Notes 4, 13 and 23
of the accompanying consolidated financial statements for disclosures related to real estate sales
transactions and revenue recognition.

Our audit procedures in response to real estate sales revenue recognition consist of evaluating the
appropriateness of revenue recognition made by management and selecting samples of sales contracts
to verify building ownership certificates and receipts signed by customers for handing over property to
confirm that the building sales revenue recognition was adequate.

Inventory Valuation

As of December 31, 2017, the manufacturing and trading inventory of the Group amounted to
NT$21,382,611 thousand, which constituted 16% of the Group’s consolidated total assets, as of
December 31, 2017. Refer to Notes 4, 5 and 13 of the accompanying consolidated financial
statements for disclosures related to inventory and inventory valuation.

The inventory of the Group is stated at the lower of cost or net realizable value. The valuation of the
net realizable value required significant judgment and estimation. In addition, the market price of
copper and nickel fluctuated frequently, which significantly affects the valuation of wire, cable and
specialty steel inventory. As a result, inventory valuation is regarded as a key audit matter.

Our audit procedures in response to inventory valuation consist of obtaining inventory valuation sheets
prepared by management, selecting samples of estimated selling prices and tracing them to recent
sales records to assess the rationale of the net realizable value determined by management. Moreover,
by attending the year-end inventory count, we assess the condition of the inventory to verify the
completeness of obsolete goods.

@ Walsin Lihwa 2017 Annual Report



Other Matter

The financial statements of certain subsidiaries included in the consolidated financial statements as of
and for the years ended December 31, 2017 and 2016 were audited by other auditors. Our opinion,
insofar as it relates to such subsidiaries, is based solely on the reports of other auditors. The total
assets of such subsidiaries amounted to NT$7,677,995 thousand and NT$6,438,830 thousand, which
constituted 5.89% and 5.64% of the Group’s consolidated total assets, as of December 31, 2017 and
2016, respectively, and the total net operating revenue of such subsidiaries amounted to NT$9,443,554
thousand and NT$11,297,034 thousand, which constituted 5.63% and 7.88% of the Group’s
consolidated total net operating revenue, for the years ended December 31, 2017 and 2016,
respectively.

We have also audited the parent company only financial statements of Walsin Lihwa Corporation as of
and for the years ended December 31, 2017 and 2016 on which we have issued an unmodified
opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers and International Financial Reporting Standards (IFRS), International Accounting
Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued
into effect by the Financial Supervisory Commission of the Republic of China, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance (including the Audit Committee) are responsible for overseeing the
Group’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with the auditing standards generally accepted in the
Republic of China will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.
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As part of an audit in accordance with the auditing standards generally accepted in the Republic of
China, we exercise professional judgment and maintain professional skepticism throughout the audit.
We also:

e Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

® Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

® Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditors’
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditors’ report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

e FEvaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

®  Obtain sufficient and appropriate audit evidence regarding the financial information of entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision, and performance of the group audit. We
remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements for the year ended
December 31, 2017 and are therefore the key audit matters. We describe these matters in our
auditors’ report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.
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The engagement partners on the audit resulting in this independent auditors’ report are Ming-Yu Chiu
and Hung-Bin Yu.

Deloitte & Touche
Taipei, Taiwan
Republic of China

February 23, 2018

Notice to Readers

The accompanying consolidated financial statements are intended only to present the consolidated
financial position, financial performance 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 consolidated financial statements are those
generally applied in the Republic of China.

For the convenience of readers, the independent auditors’ report and the accompanying consolidated
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
independent auditors’ report and consolidated financial statements shall prevail.



Financial Information

WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2017 AND 2016
(In Thousands of New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6)
Financial assets at fair value through profit or loss - current (Notes 4 and 7)
Derivative financial assets for hedging - current (Notes 4 and 8)
Debt investments with no active market - current (Notes 4 and 10)
Notes receivable (Notes 4 and 11)
Trade receivables (Notes 4 and 11)
Finance lease receivables (Note 12)
Other receivables
Prepayments for leases (Note 19)
Inventories (Notes 4 and 13)
Non-current assets held for sale (Notes 17 and 19)
Other financial assets (Note 6)
Other current assets

Total current assets

NON-CURRENT ASSETS
Available-for-sale financial assets - non-current (Notes 4 and 9)
Financial assets measured at cost - non-current (Notes 4 and 14)
Investments accounted for using equity method (Notes 4 and 16)
Property, plant and equipment (Notes 4 and 17)
Investment properties (Notes 4 and 18)
Other intangible assets
Deferred tax assets - non-current (Notes 4 and 25)
Refundable deposits
Long-term finance lease receivables (Note 12)
Long-term prepayments for leases (Note 19)
Other non-current assets

Total non-current assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Short-term borrowings (Note 20)
Financial liabilities at fair value through profit or loss - current (Notes 4 and 7)
Notes payable
Trade payables
Current tax liabilities (Notes 4 and 25)
Other payables
Advance receipts on real estate (Note 13)
Current portion of long-term borrowings (Note 20)
Other current liabilities

Total current liabilities

NON-CURRENT LIABILITIES
Long-term borrowings (Note 20)
Deferred tax liabilities - non-current (Notes 4 and 25)
Net defined benefit liabilities (Notes 4 and 21)
Other non-current liabilities (Note 28)

Total non-current liabilities
Total liabilities

EQUITY ATTRIBUTABLE TO OWNERS OF WLC (Note 22)
Share capital
Capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity
Exchange differences on translating foreign operations
Unrealized gain on available-for-sale financial assets
Cash flow hedges
Total other equity
Treasury shares (Notes 4 and 22)

Total equity attributable to owners of WLC
NON-CONTROLLING INTERESTS
Total equity

TOTAL

The accompanying notes are an integral part of the consolidated financial statements.

(With Deloitte & Touche auditors’ report dated February 23, 2018)
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2017 2016
Amount % Amount %
$ 10,952,691 9 $ 7,733,584 7
129,615 - 506,651 -
7,430 - - -
1,459,958 1 1,440,569 1
5,712,204 4 5,021,816 4
9,090,763 7 8,727,999 8
50,758 - 49,085 -
488,554 - 659,673
62,230 - 65,071 -
32,297,139 25 27,124,688 24
- - 395,540 -
1,401,866 1 2,265,139 2
1,999,226 2 1,366,890 1
63,652,434 49 55,356,705 48
3,702,495 3 2,990,945 3
2,509,320 2 1,847,079 2
25,210,753 19 19,200,762 17
20,984,890 16 20,483,863 18
10,406,246 8 10,655,622 9
169,726 - 177,029 -
1,222,430 1 1,011,129 1
186,507 - 184,148 -
883,480 1 934,238 1
1,161,364 1 1,208,657 1
161,100 129.037
66,598,311 51 58,822,509 52
$ 130,250,745 100 $ 114,179,214 100
$ 6,815,772 5 $ 4,194,335 4
27,710 - 2,162 -
446,655 - 482,306 -
9,243,642 7 7,736,777 7
3,147,811 3 1,619,577 1
3,635,500 3 3,249,467 3
10,323,447 8 7,067,356 6
171,438 - 7,021,864 6
806,194 1 986,940 1
34,618,169 27 32,360,784 28
21,950,366 17 15,293,975 14
168,512 - 164,075 -
868,311 1 817,218 1
365,131 - 261,157 -
23,352,320 18 16,536,425 15
57,970,489 45 48,897,209 43
33.660,002 26 33.960.002 30
15,854,392 12 15,701,403 14
3,281,556 3 2,824,743 3
2,712,250 2 2,712,250 2
13,240,574 10 9.674.226 8
19,234,380 15 15,211,219 13
(2,944,758) 3) (2,110,122) 2)
5,042,894 4 1,225,921 1
(7,529) - (13,671) -
2.090.,607 1 (897.872) 1)
(315,918) - (608.810) 1)
70,523,463 54 63,365,942 55
1,756,793 1 1,916,063 2
72,280,256 55 65,282,005 57
$ 130,250,745 100 $ 114,179,214 100




WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2017 AND 2016
(In Thousands of U.S. Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6)
Financial assets at fair value through profit or loss - current (Notes 4 and 7)
Derivative financial assets for hedging - current (Notes 4 and 8)
Debt investments with no active market - current (Notes 4 and 10)
Notes receivable (Notes 4 and 11)
Trade receivables (Notes 4 and 11)
Finance lease receivables (Note 12)
Other receivables
Prepayments for leases (Note 19)
Inventories (Notes 4 and 13)
Non-current assets held for sale (Notes 17 and 19)
Other financial assets (Note 6)
Other current assets

Total current assets

NON-CURRENT ASSETS
Available-for-sale financial assets - non-current (Notes 4 and 9)
Financial assets measured at cost - non-current (Notes 4 and 14)
Investments accounted for using equity method (Notes 4 and 16)
Property, plant and equipment (Notes 4 and 17)
Investment properties (Notes 4 and 18)
Other intangible assets
Deferred tax assets - non-current (Notes 4 and 25)
Refundable deposits
Long-term finance lease receivables (Note 12)
Long-term prepayments for leases (Note 19)
Other non-current assets

Total non-current assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Short-term borrowings (Note 20)
Financial liabilities at fair value through profit or loss - current (Notes 4 and 7)
Notes payable
Trade payables
Current tax liabilities (Notes 4 and 25)
Other payables
Advance receipts on real estate (Note 13)
Current portion of long-term borrowings (Note 20)
Other current liabilities

Total current liabilities

NON-CURRENT LIABILITIES
Long-term borrowings (Note 20)
Deferred tax liabilities - non-current (Notes 4 and 25)
Net defined benefit liabilities (Notes 4 and 21)
Other non-current liabilities (Note 28)

Total non-current liabilities
Total liabilities

EQUITY ATTRIBUTABLE TO OWNERS OF WLC (Note 22)
Share capital
Capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity
Exchange differences on translating foreign operations
Unrealized gain on available-for-sale financial assets
Cash flow hedges
Total other equity
Treasury shares (Notes 4 and 22)

Total equity attributable to owners of WLC
NON-CONTROLLING INTERESTS

Total equity
TOTAL

The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Touche auditors’ report dated February 23, 2018)

2017 2016
Amount % Amount %
$ 368,034 9 $ 259,865 7
4,355 - 17,025 -
250 - - -
49,058 1 48,406 1
191,942 4 168,744 4
305,469 7 293,280 8
1,706 - 1,649 -
16,416 - 22,166 1
2,091 - 911,448 24
1,085,253 25 2,187 -
- - 13,291 -
47,106 1 76,114 2
67,179 2 45,929 1
2,138,859 49 1,860,104 48
124,412 3 100,502 3
84,319 2 62,066 2
847,136 19 645,187 17
705,137 16 688,302 18
349,672 8 358,052 9
5,703 - 5,949 -
41,076 1 33,976 1
6,267 - 6,188 -
29,687 1 31,392 1
39,024 1 40,613 1
5.413 4,336
2.237.846 51 1,976,563 52
$ 4,376,705 100 $ 3,836,667 100
$ 229,025 5 $ 140,939 4
931 - 73 -
15,009 - 16,207 -
310,606 7 259,972 7
105,773 3 54,421 1
122,161 3 109,189 3
346,890 8 237,478 6
5,761 - 235,950 6
27,089 1 33,163 1
1,163,245 27 1,087,392 28
737,580 17 513,910 14
5,662 - 5,513 -
29,177 1 27,460 1
12,269 - 8,776 -
784,688 18 555,659 15
1,947,933 45 1,643,051 43
1,131,048 26 1,141,129 30
532.742 12 527,601 14
110,267 3 94917 2
91,138 2 91,138 2
444,912 10 325,075 9
646,317 15 511,130 13
(98,950) 3) (70,905) 2)
169,452 4 41,194 1
_ (253) - _ (459 -
__ 70,249 1 30.170) _ @D
10,616) - 20.458) _
2,369,740 54 2,129,232 55
_ 59.032 1 _ 64384 2
2.428.772 55 2,193,616 57
$ 4,376,705 100 $ 3,836,667 100
wiEE—oxFFH (B



Financial Information

WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2017 2016
Amount % Amount %
OPERATING REVENUE (Notes 4 and 23) $ 167,792,585 100 $ 143,355,241 100
OPERATING COSTS (Notes 4 and 13) (155.787.754) (93) (133.790.834) (93)
GROSS PROFIT 12,004,831 7 9,564,407 7
UNREALIZED GAIN ON THE TRANSACTIONS
WITH ASSOCIATES - - (966) -
REALIZED GROSS PROFIT 12,004,831 7 9.563.441 7
OPERATING EXPENSES
Selling and marketing expenses 1,722,346 1 1,949,275 1
General and administrative expenses 2,314,407 1 2,260,111 2
Research and development expenses 72.433 - 32,281 -
Total operating expenses 4.109.186 2 4,241,667 3
PROFIT FROM OPERATIONS 7.895.645 5 5,321,774 4
NON-OPERATING INCOME AND EXPENSES
Interest income 331,982 - 312,209 -
Dividend income 167,634 - 21,585 -
Other income 63,647 - 145,048 -
Gain on disposal of property, plant and equipment 60,284 - 275,150 -
(Loss) gain on disposal of investments (Note 24) (260,608 ) - 182,212 -
Foreign exchange gain (loss), net (17,907) - 73,517 -
Loss on valuation of financial assets and liabilities (23,734) - (91,062) -
Impairment loss (Note 24) (67) - (454,262) )
Other expenses (326,459) - (277,683) -
Interest expense (512,995) - (322,983) -
Share of gain of associates under equity method 2,017,026 1 987.866 1
Total non-operating income and expenses 1,498,803 1 851,597 -
PROFIT BEFORE INCOME TAX FROM
CONTINUING OPERATIONS 9,394,448 6 6,173,371 4
INCOME TAX EXPENSE (Notes 4 and 25) (2,700.435) (2) (1,334.868) 1)
NET INCOME FOR THE YEAR 6,694,013 4 4.838.503 3
(Continued)
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WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2017 2016
Amount % Amount %
OTHER COMPREHENSIVE INCOME (LOSS)
Items that may not be reclassified subsequently to
profit or loss:
Remeasurement of defined benefit plans (150,736) - (3,204) -
Items that will be reclassified subsequently to profit
or loss:
Exchange loss on translation of foreign operations (757,920) - (3,167,556) (2)
Unrealized gain on available-for-sale financial
assets 724,447 - 1,349,020 1
Cash flow hedges gain 6,142 - 75,647 -
Share of other comprehensive income of associates
under equity method 2.964.786 2 1,506,397 1
Other comprehensive income (loss) for the year 2,786,719 2 (239.696) -
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $§ 9,480,732 6 § 4,598,807 3
NET INCOME ATTRIBUTABLE TO:
Owners of WLC $ 6,559,984 4 § 4,568,125 3
Non-controlling interests 134,029 - 270,378 -
$§ 6,694,013 4 $ 4.838.503 3
COMPREHENSIVE INCOME ATTRIBUTABLE TO:
Owners of WLC $ 9,362,394 6 $ 4,252,535 3
Non-controlling interests 118.338 - 346,272 -
$§ 9,480,732 6 § 4,598,807 3
EARNINGS PER SHARE (Notes 4 and 26)
Basic $ 1.97 $ 1.33
Diluted $ 1.97 $ 1.33

The accompanying notes are an integral part of the consolidated financial statements.

(With Deloitte & Touche auditors’ report dated February 23, 2018) (Concluded)



Financial Information

WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(In Thousands of U.S. Dollars, Except Earnings Per Share)

2017 2016
Amount % Amount %
OPERATING REVENUE (Notes 4 and 23) $ 5,638,192 100 $ 4,817,044 100
OPERATING COSTS (Notes 4 and 13) (5.234.804) (93) (4.495.659) (93)
GROSS PROFIT 403,388 7 321,385 7
UNREALIZED GAIN ON THE TRANSACTIONS
WITH ASSOCIATES - - (33) -
REALIZED GROSS PROFIT 403,388 7 321,352 7
OPERATING EXPENSES
Selling and marketing expenses 57,874 1 65,500 1
General and administrative expenses 77,769 1 75,944 2
Research and development expenses 2.434 - 1,085 -
Total operating expenses 138.077 2 142,529 3
PROFIT FROM OPERATIONS 265,311 5 178.823 4
NON-OPERATING INCOME AND EXPENSES
Interest income 11,155 - 10,491 -
Dividend income 5,633 - 725 -
Other income 2,139 - 4,874 -
Gain on disposal of property, plant and equipment 2,026 - 9,246 -
(Loss) gain on disposal of investments (Note 24) (8,757) - 6,123 -
Foreign exchange gain (loss), net (602) - 2,470 -
Loss on valuation of financial assets and liabilities (798) - (3,060) -
Impairment loss (Note 24) 2) - (15,264) (1)
Other expenses (10,970) - (9,331 -
Interest expense (17,238) - (10,853) -
Share of gain of associates under equity method 67,776 1 33,194 1
Total non-operating income and expenses 50,362 1 28,615 -
PROFIT BEFORE INCOME TAX FROM
CONTINUING OPERATIONS 315,673 6 207,438 4
INCOME TAX EXPENSE (Notes 4 and 25) (90,740) (2) (44.854) 1)
NET INCOME FOR THE YEAR 224,933 4 162,584 3
(Continued)
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WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(In Thousands of U.S. Dollars, Except Earnings Per Share)

2017 2016
Amount % Amount %
OTHER COMPREHENSIVE INCOME (LOSS)
Items that may not be reclassified subsequently to profit
or loss:
Remeasurement of defined benefit plans (5,065) - (108) -
Items that will be reclassified subsequently to profit or
loss:
Exchange loss on translation of foreign operations (25,467) - (106,437) 2)
Unrealized gain on available-for-sale financial assets 24,343 - 45,330 1
Cash flow hedges gain 206 - 2,542 -
Share of other comprehensive income of associates
under equity method 99.623 2 50,618 1
Other comprehensive income (loss) for the year 93,640 2 (8,055) -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR $ 318,573 6 $ 154,529 3
NET INCOME ATTRIBUTABLE TO:
Owners of WLC $ 220,430 4 $ 153,499 3
Non-controlling interests 4.503 - 9.085 -
$ 224,933 4 $ 162,584 3
COMPREHENSIVE INCOME ATTRIBUTABLE TO:
Owners of WLC $ 314,597 6 $ 142,894 3
Non-controlling interests 3.976 - 11,635 -
$ 318,573 6 $ 154,529 3
EARNINGS PER SHARE (Notes 4 and 26)
Basic $ 0.07 $ 0.04
Diluted $ 0.07 $ 0.04
The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Touche auditors’ report dated February 23, 2018) (Concluded)
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WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY T
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016 5
(In Thousands of New Taiwan Dollars) D
>
o,
Equity Attributable to Owners of WLC Q
Other Equity -_
Exchange Unrealized Gain 5
Differences on (Loss) on —_h
Retained Earnings Translating Available-for- @]
Special Unappropriated Foreign sale Financial Cash Flow Treasury Non-controlling =
Share Capital Capital Surplus  Legal Reserve Reserve Earnings Operations Assets Hedges Shares Total Interests Total Equity 3
Q
BALANCE AT JANUARY 1, 2016 $ 35,760,002 $ 15,766,866 $ 2,664,570 $ 2,712,250 $ 6,006,305 $ 1,428,373 $ (1,960,168) $  (89,318) $ (608,810) $ 61,680,070 $ 1,888,389 $ 63,568,459 g
Appropriation of 2015 earnings =
Legal reserve - - 160,173 - (160,173) - - - - - - -
Cash dividends distributed by WLC - - - - (701,200) - - - - (701,200) - (701,200)
Excess of the consideration received over the carrying
amount of the subsidiaries' net assets disposed of - 495 - - - - - - - 495 - 495
Change in capital surplus from investments in associates
under equity method - (69,209) - - - - - - - (69,209) - (69,209)
Net profit for the year ended December 31, 2016 - - - - 4,568,125 - - - - 4,568,125 270,378 4,838,503
Other comprehensive income (loss) for the year ended
December 31, 2016, net of income tax - - - - (38.831) (3.538.495) 3.186.089 75,647 - (315.590) 75,894 (239.696)
Total comprehensive income (loss) for the year ended
December 31, 2016 - - - - 4.529.294 (3.538.495) 3.186.089 75,647 - 4,252,535 346,272 4.,598.807
Acquisition of treasury shares - - - - - - - - (1,796,741) (1,796,741) - (1,796,741)
Cancelation of treasury shares (1,800,000) 3,259 - - - - - - 1,796,741 - - -
Others - ®) - - - - - - - ®) - 8)
Changes in non-controlling interests - - - - - - - - - - (318,598) (318,598)
BALANCE, DECEMBER 31, 2016 33,960,002 15,701,403 2,824,743 2,712,250 9,674,226 (2,110,122) 1,225,921 (13,671) (608,810) 63,365,942 1,916,063 65,282,005
Appropriation of 2016 earnings
Legal reserve - - 456,813 - (456,813) - - - - - - -
Cash dividends distributed by WLC - - - - (2,328,200) - - - - (2,328,200) - (2,328,200)
Excess of the consideration received over the carrying
amount of the subsidiaries' net assets disposed of - (495) - - (22,554) - - - - (23,049) - (23,049)
Change in capital surplus and retained earnings from
investments in associates under equity method - 146,381 - - - - - - - 146,381 - 146,381
Net profit for the year ended December 31, 2017 - - - - 6,559,984 - - - - 6,559,984 134,029 6,094,013
Other comprehensive income (loss) for the year ended
December 31, 2017, net of income tax - - - - (186.069) (834.,636) 3.816.973 6,142 - 2,802,410 (15.691) 2,786,719
Total comprehensive income (loss) for the year ended
December 31, 2017 - - - - 6,373,915 (834.,636) 3.816.973 6,142 - 9.362.394 118,338 9,480,732
Acquisition of treasury shares (300,000) 7,108 - - - - - - 292,892 - - -
Others - 5) - - - - - - - 5) - 5)
Changes in non-controlling interests - - - - - - - - - - (277.608) (277.608)
BALANCE, DECEMBER 31, 2017 $ 33,660,002 $ 15,854,392 $3,281,556 $2,712,250 $ 13,240,574 $ (2,944,758) $ 5,042,894 $  (7.529) $ (315918) $ 70,523,463 § 1,756,793 $ 72,280,256

The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Touche auditors’ report dated February 23, 2018)



WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(In Thousands of U.S. Dollars)

Equity Attributable to Owners of WLC

Other Equity
Exchange Unrealized Gain
Differences on (Loss) on
Retained Earnings Translating Available-for-
Unappropriated Foreign sale Financial Cash Flow Non-controlling
Share Capital Capital Surplus Legal Reserve  Special Reserve Earnings Operations Assets Hedges Treasury Shares Total Interests Total Equity

BALANCE AT JANUARY 1, 2016 $ 1,201,613 $ 529,801 $ 89,535 $ 91,138 201,825 $ 47,996 $  (65,865) $ (3,001) $  (20,458) $ 2,072,584 $ 63,454 $ 2,136,038
Appropriation of 2015 earnings

Legal reserve - - 5,382 - (5,382) - - - - - - -

Cash dividends distributed by WLC - - - - (23,562) - - - - (23,562) - (23,562)
Excess of the consideration received over the carrying

amount of the subsidiaries' net assets disposed of - 17 - - - - - - - 17 - 17
Change in capital surplus from investments in associates

under equity method - (2,327) - - - - - - - (2,327) - (2,327)
Net profit for the year ended December 31, 2016 - - - - 153,499 - - - - 153,499 9,085 162,584
Other comprehensive income (loss) for the year ended

December 31, 2016, net of income tax - - - - (1.305) (118.901) 107.059 2.542 - (10,605) 2,551 (8.054)
Total comprehensive income (loss) for the year ended

December 31, 2016 - - - - 152,194 (118.901) 107.059 2.542 - 142,894 11.636 154,530
Acquisition of treasury shares - - - - - - - - (60,374) (60,374) - (60,374)
Cancelation of treasury shares (60,484) 110 - - - - - - 60,374 - - -
Others - - - - - - - - - - - -
Changes in non-controlling interests - - - - - - - - - - (10.706) (10.706)
BALANCE, DECEMBER 31, 2016 1,141,129 527,601 94,917 91,138 325,075 (70,905) 41,194 (459) (20,458) 2,129,232 64,384 2,193,616
Appropriation of 2016 earnings

Legal reserve - - 15,350 - (15,350) - - - - - - -

Cash dividends distributed by WLC - - - - (78,233) - - - - (78,233) - (78,233)
Excess of the consideration received over the carrying

amount of the subsidiaries' net assets disposed of - (17) - - (758) - - - - (775) - (775)
Change in capital surplus and retained earnings from

investments in associates under equity method - 4919 - - - - - - - 4919 - 4919
Net profit for the year ended December 31, 2017 - - - - 220,430 - - - - 220,430 4,503 224,933
Other comprehensive income (loss) for the year ended

December 31, 2017, net of income tax - - - - (6.252) (28.045) 128.258 206 - 94,167 (527) 93.640
Total comprehensive income (loss) for the year ended

December 31,2017 - - - - 214.178 (28.045) 128.258 206 - 314,597 3.976 318,573
Acquisition of treasury shares (10,081) 239 - - - - - - 9,842 - - -
Others - - - - - - - - - - - -
Changes in non-controlling interests - - - - - - - - - - (9.328) (9.328)
BALANCE, DECEMBER 31, 2017 $ 1,131,048 $ 532742 § 110,267 $ 91,138 444,912 $  (98,950) $ 169452 $ (253) $§  (10,616) $ 2,369,740 $ 59,032 $ 2428772

The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Touche auditors’ report dated February 23, 2018)




Financial Information

WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(In Thousands of New Taiwan Dollars)

2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax $ 9,394,448 $ 6,173,371
Adjustments for:
Depreciation expenses 1,762,164 1,792,356
Amortization expenses 29,784 42,874
(Reversal of ) impairment loss recognized on trade receivables (18,634) 40,594
Net loss on fair value change of financial assets and liabilities
designated as at fair value through profit or loss 23,734 91,062
Interest expense 512,995 322,983
Interest income (331,982) (312,209)
Dividend income (167,634) (21,585)
Compensation cost of employees share options 1,469 1,192
Share of gain of associates under equity method (2,017,026) (987,866)
Gain on disposal of property, plant and equipment (60,283) (275,150)
Loss (gain) on disposal of investments 260,608 (122,257)
Gain on disposal of associates under equity method - (59,955)
Impairment loss recognized on financial assets - 200,000
Impairment loss recognized on property, plant and equipment 67 254,262
Unrealized gain on transactions with associates - 966
Net (gain) loss on foreign currency exchange (7,224) 1,600
Changes in operating assets and liabilities
(Increase) decrease in financial assets held for trading (379,141) 51,032
(Increase) decrease in notes receivable (690,388) 2,778,473
Increase in trade receivables (345,803) (1,182,484)
Decrease in other receivables 36,028 148,061
Increase in inventories (5,172,451) (7,249,331)
Increase in other current assets (565,733) (364,261)
Decrease (increase) in other financial assets 863,273 (2,041,570)
(Increase) decrease in other operating assets (2,322) 63,688
Decrease in notes payable (35,651) (1,548)
Increase in trade payables 1,506,865 1,554,625
Increase in other payables 676,359 955,959
Increase in advance real estate receipts 3,398,960 7,067,356
Increase (decrease) in net defined benefit liabilities 51,093 (608,288)
Decrease in other current liabilities (180,750) (106,298)
Increase (decrease) in other operating liabilities 112,235 (18.373)
Cash generated from operations 8,655,060 8,189,279
Interest paid (520,161) (323,461)
Interest received 223,588 259,443
Dividends received from associates 798,326 205,433
Income tax paid (1,458,894) (891,309)
Net cash generated from operating activities 7,697,919 7,439,385
CASH FLOWS FROM INVESTING ACTIVITIES
(Continued)
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WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(In Thousands of New Taiwan Dollars)

2017 2016
Proceeds from disposal of financial assets held for trading 371,002 16,690
Proceeds from disposal of available-for-sale financial assets 48,769 273,916
Debt investments with no active market 54,228 13,115
Purchase of financial assets measured at cost (692,576) (233,052)
Proceeds from disposal of financial assets measured at cost 546 -
Proceeds from capital return of investments in financial assets
measured at cost 15,958 5,327
Derivative instruments not held for trading 2,133 64,018
Purchase of associates under equity method (1,595,460) (197,145)
Proceeds from disposal of associates under equity method - 305,501
Proceeds from capital return of investments in associates under
equity method 58,927 141,754
Proceeds from disposal of non-current assets held for sale 399,812 -
Purchase of property, plant and equipment (2,367,653) (3,248,042)
Proceeds from disposal of property, plant and equipment 124,291 613,543
(Increase) decrease in refundable deposits (3,461) 8,455
Decrease in prepayments for leases - 96,975
Purchase of intangible assets (422) (593)
Net cash used in investing activities (3,583.,906) (2,139,538)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term borrowings 2,668,879 1,477,726
Increase in long-term borrowings 6,500,000 -
Decrease in long-term borrowings (6,694,035) (2,614,196)
Dividends paid to owners of WLC (2,328,020) (701,200)
Cash paid for acquisition of treasury shares - (1,796,741)
Changes in non-controlling interests (193,745) (134,159)
Other financing activities %) (8)
Net cash used in financing activities (46.926) (3,768.578)
EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE
OF CASH HELD IN FOREIGN CURRENCIES (847.980) (2,685,239)
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 3,219,107 (1,153,970)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR 7.733.584 8.887.554
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $§ 10,952,691 $ 7,733,584
The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Touche auditors’ report dated February 23, 2018) (Concluded)
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Financial Information

WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(In Thousands of U.S. Dollars)

2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax $ 315,674 $ 207,439
Adjustments for:
Depreciation expenses 59,213 60,227
Amortization expenses 1,001 1,441
(Reversal of ) impairment loss recognized on trade receivables (626) 1,364
Net loss on fair value change of financial assets and liabilities
designated as at fair value through profit or loss 798 3,060
Interest expense 17,238 10,853
Interest income (11,155) (10,491)
Dividend income (5,633) (725)
Compensation cost of employees share options 49 40
Share of gain of associates under equity method (67,776) (33,194)
Gain on disposal of property, plant and equipment (2,026) (9,246)
Loss (gain) on disposal of investments 8,757 (4,108)
Gain on disposal of associates under equity method - (2,015)
Impairment loss recognized on financial assets - 6,720
Impairment loss recognized on property, plant and equipment 2 8,544
Unrealized gain on transactions with associates - 32
Net (gain) loss on foreign currency exchange (243) 54
Changes in operating assets and liabilities
(Increase) decrease in financial assets held for trading (12,740) 1,715
(Increase) decrease in notes receivable (23,199) 93,363
Increase in trade receivables (11,620) (39,734)
Decrease in other receivables 1,211 4975
Increase in inventories (173,805) (243,593)
Increase in other current assets (19,010) (12,240)
(Increase) decrease in other financial assets 29,008 (68,601)
(Increase) decrease in other operating assets (78) 2,140
Decrease in notes payable (1,198) (52)
Increase in trade payables 50,634 52,239
Increase in other payables 22,727 32,122
Increase in advance real estate receipts 114,212 237,478
(Decrease) increase in net defined benefit liabilities 1,717 (20,440)
Decrease in other current liabilities (6,074) (3,573)
(Decrease) increase in other operating liabilities 3,771 (617)
Cash generated from operations 290,829 275,177
Interest paid (17,478) (10,869)
Interest received 7,513 8,718
Dividends received from associates 26,825 6,903
Income tax paid (49,022) (29.,950)
Net cash generated from operating activities 258,667 249,979
CASH FLOWS FROM INVESTING ACTIVITIES
(Continued)
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WALSIN LIHWA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

(In Thousands of U.S. Dollars)

2017 2016
Proceeds from disposal of financial assets held for trading 12,467 561
Proceeds from disposal of available-for-sale financial assets 1,639 9,204
Debt investment with no active market 1,822 441
Purchase of financial assets measured at cost (23,272) (7,831)
Proceeds from disposal of financial assets measured at cost 18 -
Proceeds from capital return of investments in financial assets
measured at cost 536 179
Derivative instruments not held for trading 72 2,151
Purchase of associates under equity method (53,611) (6,624)
Proceeds from disposal of associates under equity method - 10,265
Proceeds from capital return of investments in associates under
equity method 1,980 4,763
Proceeds from disposal of non-current assets held for sale 13,435 -
Purchase of property, plant and equipment (79,558) (109,141)
Proceeds from disposal of property, plant and equipment 4,177 20,617
(Increase) decrease in refundable deposits (116) 284
Decrease in prepayments for leases - 3,259
Purchase of intangible assets (14) (20)
Net cash used in from investing activities (120.425) (71.892)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term borrowings 89,680 49,655
Increase in long-term borrowings 218,414 -
Decrease in long-term borrowings (224,934) (87,843)
Dividends paid to owners of WLC (78,226) (23,562)
Cash paid for acquisition of treasury shares - (60,374)
Changes in non-controlling interests (6,511) (4,508)
Other financing activities - -
Net cash used in financing activities 1.577) (126.632)
EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE
OF CASH HELD IN FOREIGN CURRENCIES (28.496) (90,231)
NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS 108,169 (38,776)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR 259.865 298.641
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $ 368,034 $§ 259.865
The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Touche auditors’ report dated February 23, 2018) (Concluded)

EFBE—OXREER @



Financial Information

WALSIN LIHWA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(In Thousands of New Taiwan Dollars)

1. GENERAL INFORMATION

Walsin Lihwa Corporation (“WLC”) was incorporated in December 1966 and commenced
business in December 1966. WLC made various investments in construction, electronics,
material science, real estate, etc., to diversify its operations. WLC’s main products are wires,
cables and stainless steel.

WLC’s shares have been listed on the Taiwan Stock Exchange (TWSE) since November 1972.
In October 1995 and November 2010, WLC increased its share capital and issued Global
Depositary Receipts (GDR), which are listed on the Luxembourg Stock Exchange under stock
number 168527.

The consolidated financial statements are presented in WLC’s functional currency, New Taiwan
dollars.

2. APPROVAL OF CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were reported to the board of directors of WLC on February
23,2018.

3. APPLICATION OF NEW AND REVISED STANDARDS, AMENDMENTS AND
INTERPRETATIONS

a. Initial application of the amendments to the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and the International Financial Reporting Standards
(IFRS), International Accounting Standards (IAS), Interpretations of IFRS (IFRIC), and
Interpretations of IAS (SIC) (collectively, the “IFRSs”) endorsed and issued into effect by the
Financial Supervisory Commission (FSC) of the Republic of China (ROC)

Except for the following, the initial application of the amendments to the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and the IFRSs endorsed
and issued into effect by the FSC by WLC and its subsidiaries (collectively, the “Group”)
would not have any material impact on the Group’s accounting policies:

1) Amendment to IAS 36 “Recoverable Amount Disclosures for Non-financial Assets”

The amendment clarifies that the recoverable amount of an asset or a cash-generating unit
is disclosed only when an impairment loss on the asset has been recognized or reversed
during the period. Furthermore, if the recoverable amount of an item of property, plant
and equipment for which impairment loss has been recognized or reversed is fair value
less costs of disposal, the Group is required to disclose the fair value hierarchy. If the
fair value measurements are categorized within Level 2 or Level 3, the valuation
technique and key assumptions used to measure the fair value are disclosed. The
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2)

3)

discount rate used is disclosed if such fair value less costs of disposal is measured by
using present value technique. The amendment should be applied retrospectively from
January 1, 2017. Refer to Note 17 for related disclosures.

IFRIC 21 “Levies”

IFRIC 21 provides guidance on when to recognize a liability for a levy imposed by a
government. It addresses the accounting for a liability whose timing and amount is
certain and the accounting for a provision whose timing or amount is not certain. The
Group accrues related liability when the transaction or activity that triggers the payment of
the levy occurs. If the obligating event occurs over a period of time, the liability is
recognized progressively. If an obligation to pay a levy is triggered upon reaching a
minimum threshold, the liability is recognized when that minimum threshold is reached.

There is no anticipated material impact of retrospective application of the above
amendments to the consolidated financial statements starting from 2017.

Annual Improvements to [FRSs 2010-2012 Cycle

Several standards, including IFRS 2 “Share-based Payment”, IFRS 3 “Business
Combinations” and IFRS 8 “Operating Segments”, were amended in this annual
improvement.

The amended IFRS 2 changes the definitions of “vesting condition” and “market
condition” and adds definitions for “performance condition” and “service condition”.
The amendment clarifies that a performance target can be based on the operations (i.e. a
non-market condition) of the Group or another entity in the same group or the market
price of the equity instruments of the Group or another entity in the same group (i.e. a
market condition); that a performance target can relate either to the performance of the
Group as a whole or to some part of it (e.g. a division); and that the period for achieving a
performance condition must not extend beyond the end of the related service period. In
addition, a share market index target is not a performance condition because it not only
reflects the performance of the Group, but also of other entities outside the Group. The
share-based payment arrangements with market conditions, non-market conditions or
non-vesting conditions are accounted for differently, and the aforementioned amendment
will be applied prospectively to those share-based payments granted on or after January 1,
2017.

The amended IFRS 8 requires the Group to disclose the judgments made by management
in applying the aggregation criteria to operating segments, including a description of the
operating segments aggregated and the economic indicators assessed in determining
whether the operating segments have “similar economic characteristics”.  The
amendment also clarifies that a reconciliation of the total of the reportable segments’
assets to the entity’s assets should only be provided if the segments’ assets are regularly
provided to the chief operating decision-maker. The judgments made in applying
aggregation criteria will be disclosed retrospectively upon initial application of the
amendment in 2017.

When the amended IFRS 13 becomes effective in 2017, the short-term receivables and
payables with no stated interest rate should be measured at their invoice amounts without
discounting, if the effect of not discounting is immaterial.
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4) Annual Improvements to IFRSs 2011-2013 Cycle

Several standards, including IFRS 3, IFRS 13 and IAS 40 “Investment Property”, were
amended in this annual improvement.

The scope in IFRS 13 of the portfolio exception for measuring the fair value of a group of
financial assets and financial liabilities on a net basis was amended to clarify that it
includes all contracts that are within the scope of, and accounted for in accordance with,
IAS 39 or IFRS 9, even those contracts do not meet the definitions of financial assets or
financial liabilities within IAS 32. When the Group applies the amended IFRS 13 in
2017, the amendment would not have material impact to the consolidated financial
statements.

5) Annual Improvements to IFRSs 2012-2014 Cycle

Several standards including IFRS 5 “Non-current assets held for sale and discontinued
operations”, IFRS 7, IAS 19 and IAS 34 were amended in this annual improvement.

IFRS 5 was amended to clarify that reclassification between non-current assets (or
disposal group) “held for sale” and non-current assets “held for distribution to owners”
does not constitute a change to a plan of sale or distribution. Therefore, previous
accounting treatment is not reversed. The amendment also explains that assets that no
longer meet the criteria for “held for distribution to owners” and do not meet the criteria
for “held for sale” should be treated in the same way as assets that cease to be classified as
held for sale. The amendment should be applied prospectively to transactions that occur
on or after January 1, 2017.

6) Amendments to the Regulations Governing the Preparation of Financial Reports by
Securities Issuers

The amendments include additions of several accounting items and requirements for
disclosures of impairment of non-financial assets as a consequence of the I[FRSs endorsed
and issued into effect by the FSC. In addition, as a result of the post implementation
review of IFRSs in Taiwan, the amendments also include an emphasis on certain
recognition and measurement considerations and add requirements for disclosures of
related-party transactions and goodwill.

The amendments stipulate that other companies or institutions of which the chairman of
the board of directors or president serves as the chairman of the board of directors or the
president of the Group or is the spouse or second immediate family of the chairman of the
board of directors or president of the Group are deemed to have a substantive related-party
relationship, unless it can be demonstrated that no control, joint control, or significant
influence exists. Furthermore, the amendments require the disclosure of the names of the
related parties and the relationships with whom the Group has significant transactions. If
the transactions or balance with a specific related party is 10% or more of the Group’s
respective total transactions or balance, such transactions should be separately disclosed
by the name of each related party.

When the amendments are applied retrospectively from January 1, 2017, the disclosures of
related-party transactions are enhanced. Refer to Note 30 for related disclosures.
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b. The Regulations Governing the Preparation of Financial Reports by Securities Issuers and the
IFRSs endorsed by the FSC for application starting from 2018

Effective Date
New, Amended or Revised Standards and Interpretations Announced by IASB
(the “New IFRSs”) (Note 1)
Annual Improvements to IFRSs 2014-2016 Cycle Note 2
Amendment to IFRS 2 “Classification and Measurement of January 1, 2018
Share-based Payment Transactions”
IFRS 9 “Financial Instruments” January 1, 2018

Amendments to IFRS 9 and IFRS 7 “Mandatory Effective Date  January 1, 2018
of IFRS 9 and Transition Disclosures”

IFRS 15 “Revenue from Contracts with Customers” January 1, 2018

Amendments to IFRS 15 “Clarifications to IFRS 15 Revenue January 1, 2018
from Contracts with Customers”

Amendment to IAS 7 “Disclosure Initiative” January 1, 2017

Amendments to IAS 12 “Recognition of Deferred Tax Assets for January 1, 2017
Unrealized Losses”

Amendments to IAS 40 “Transfers of Investment Property” January 1, 2018

IFRIC 22 “Foreign Currency Transactions and Advance January 1, 2018
Consideration”

Note 1: Unless stated otherwise, the above New IFRSs are effective for the fiscal periods

Note 2:

beginning on or after their respective effective dates.

The amendment to IFRS 12 is retrospectively applied for annual periods beginning
on or after January 1, 2017; the amendment to [AS 28 is retrospectively applied for
annual periods beginning on or after January 1, 2018.

1) IFRS 9 “Financial Instruments” and related amendment

Recognition, measurement and impairment of financial assets

With regard to financial assets, all recognized financial assets that are within the scope of
IAS 39 “Financial Instruments: Recognition and Measurement” are subsequently
measured at amortized cost or fair value. Under IFRS 9, the requirement for the
classification of financial assets is stated below.

For

the Group’s debt instruments that have contractual cash flows that are solely payments

of principal and interest on the principal amount outstanding, their classification and
measurement are as follows:

a)

b)

For debt instruments, if they are held within a business model whose objective is to
collect the contractual cash flows, the financial assets are measured at amortized cost
and are assessed for impairment continuously with impairment loss recognized in
profit or loss, if any. Interest revenue is recognized in profit or loss by using the
effective interest method;

For debt instruments, if they are held within a business model whose objective is
achieved by both the collecting of contractual cash flows and the selling of financial
assets, the financial assets are measured at fair value through other comprehensive
income (FVTOCI) and are assessed for impairment. Interest revenue is recognized
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in profit or loss by using the effective interest method, and other gain or loss shall be
recognized in other comprehensive income, except for impairment gains or losses and
foreign exchange gains and losses. When the debt instruments are derecognized or
reclassified, the cumulative gains or losses previously recognized in other
comprehensive income is reclassified from equity to profit or loss.

Except for the above, all other financial assets are measured at fair value through profit or
loss. However, the Group may make an irrevocable election to present subsequent
changes in the fair value of an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally recognized in profit or loss.
No subsequent impairment assessment is required, and the cumulative gain or loss
previously recognized in other comprehensive income cannot be reclassified from equity
to profit or loss.

The Group analyzed the facts and circumstances of its financial assets that existed at
December 31, 2017 and performed a preliminary assessment of the impact of IFRS 9 on
the classification and measurement of financial assets. Under IFRS 9:

a) Listed shares, emerging market shares, and unlisted shares classified as
available-for-sale will be designated as at fair value through other comprehensive
income, and the fair value gains or losses accumulated in other equity will be
transferred directly to retained earnings instead of being reclassified to profit or loss
on disposal. Besides this, unlisted shares measured at cost will be measured at fair
value instead;

b) Debt investments classified as debt investments with no active market and measured at
amortized cost will be classified as measured at amortized cost under IFRS 9 because,
on initial recognition, the contractual cash flows that are solely payments of principal
and interest on the principal outstanding and these investments are held within a
business model whose objective is to collect contractual cash flows.

IFRS 9 requires impairment loss on financial assets to be recognized by using the
expected credit loss model. The loss allowance is required for financial assets measured
at amortized cost, investments in debt instruments measured at FVTOCI, Ilease
receivables, contract assets arising from IFRS 15 “Revenue from Contracts with
Customers”, certain written loan commitments and financial guarantee contracts. A loss
allowance for the 12-month expected credit losses is required for a financial asset if its
credit risk has not increased significantly since initial recognition. A loss allowance for
full lifetime expected credit losses is required for a financial asset if its credit risk has
increased significantly since initial recognition and is not low. However, a loss
allowance for full lifetime expected credit losses is required for trade receivables that do
not constitute a financing transaction.

For purchased or originated credit-impaired financial assets, the Group takes into account
the expected credit losses on initial recognition in calculating the credit-adjusted effective
interest rate. Subsequently, any changes in expected losses are recognized as a loss
allowance with a corresponding gain or loss recognized in profit or loss.

The Group has performed a preliminary assessment whereby the Group will apply the
simplified approach for recognizing full-lifetime expected credit losses for trade
receivables, contract assets and lease receivables. In relation to debt instruments and the
financial guarantee contracts, the Group will assess whether there has been a significant
increase in the credit risk to determine whether to recognize 12-month or full-lifetime
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expected credit losses. In general, the Group anticipates that the application of the
expected credit loss model of IFRS 9 will result in an earlier recognition of credit losses
for financial assets.

The Group elects not to restate prior periods when applying the requirements for the
recognition, measurement and impairment of financial assets under IFRS 9 and will
provide the disclosures related to the classification and adjustments upon initial
application of IFRS 9.  Furthermore, the Group will provide disclosure of the differences
in amounts if the Group continues to apply the existing accounting treatments for the year
2018.

The anticipated impact on assets, liabilities and equity of retrospective application of the
requirements for the classification, measurement and impairment of financial assets as of
January 1, 2018 is set out below:

Carrying Adjustments Adjusted
Amount as of Arising from Carrying
December 31, Initial Amount as of
2017 Application January 1, 2018

Impact on assets, liabilities and

equity
Financial assets at fair value

through profit or loss - current ~ $ 129,615 $ - $ 129,615
Derivative financial assets for

hedging - current 7,430 - 7,430
Debt investments with no active

market - current 1,459,958 (1,459,958) -
Financial assets at amortized

cost - 1,459,958 1,459,958
Financial assets at fair value

through other comprehensive

Income - non-current - 7,442,072 7,442,072
Financial assets measured at cost

- current 2,509,320 (2,509,320) -
Available-for-sale financial

assets - non-current 3,702,495 (3,702,495) -
Investments accounted for using

equity method 25,210,753 247,965 25,458,718
Total effect on assets $ 33,019,571 $ 1,478222 $ 34,497,793
Financial liability at fair value

through profit or loss - current ~ $ 27,710 $ - $ 27,710
Total effect on liabilities $ 27,710 $ - $ 27,710
Retained earnings $ 19,234,380 $ 4,645,146 $ 23,879,526
Other equity 2,090,607 (3,166,932) (1,076,325)
Non-controlling interests 1,756,793 8 1,756,801
Total effect on equity $ 23,081,780 $ 1478222 $ 24,560,002
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Hedge accounting

The main changes in hedge accounting amended the application requirements for hedge
accounting to better reflect the entity’s risk management activities. Compared with IAS
39, the main changes include: (1) enhancing types of transactions eligible for hedge
accounting, specifically broadening the risks eligible for hedge accounting of
non-financial items; (2) changing the way the hedging cost of derivative instruments are
accounted for to reduce profit or loss volatility; and (3) replacing retrospective
effectiveness assessment with the principle of economic relationship between the hedging
instrument and the hedged item.

2) IFRS 15 “Revenue from Contracts with Customers” and related amendment
IFRS 15 establishes principles for recognizing revenue that apply to all contracts with
customers, and will supersede IAS 18 “Revenue”, IAS 11 “Construction Contracts”, and a

number of revenue-related interpretations from January 1, 2018.

When applying IFRS 15, an entity shall recognize revenue by applying the following

steps:

¢ Identify the contract with the customer;

¢ Identify the performance obligations in the contract;

e Determine the transaction price;

e Allocate the transaction price to the performance obligations in the contract; and
[ ]

Recognize revenue when the entity satisfies a performance obligation.

When IFRS 15 and related amendment are effective, an entity may elect to apply this
standard either retrospectively to each prior reporting period presented or retrospectively
with the cumulative effect of initially applying this standard recognized at the date of
initial application.

3) Amendments to IAS 12 “Recognition of Deferred Tax Assets for Unrealized Losses”

The amendment clarifies that the difference between the carrying amount of a debt
instrument measured at fair value and its tax base gives rise to a temporary difference,
regardless of any unrealized losses on that asset, irrespective of whether the Group expects
to recover the carrying amount of the debt instrument by selling it or by holding it to
collect contractual cash flows.

In addition, in determining whether to recognize a deferred tax asset, the Group should
assess its deductible temporary difference in combination with all of its other deductible
temporary differences, unless the tax law restricts the utilization of losses as a deduction
against income of a specific type, and in which case, a deductible temporary difference is
assessed in combination only with other deductible temporary differences of the
appropriate type. The amendment also stipulates that, when determining whether to
recognize a deferred tax asset, the estimate of probable future taxable profit may include
some of the Group’s assets for more than their carrying amount if there is sufficient
evidence that it is probable that the Group will achieve the higher amount and that the
estimate for future taxable profit should exclude tax deductions resulting from the reversal
of deductible temporary differences.
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In assessing deferred tax assets, the Group currently assumes it will recover the assets at
their carrying amounts when estimating probable future taxable profit; the amendment
will be applied retrospectively for the year 2018.

4) Amendments to IAS 40 “Transfers of Investment Property”

The amendments clarify that the Group should make transfers to, or from, investment
property when, and only when, an item of property meets, or ceases to meet, the definition
of investment property and there is evidence of a change in use. In isolation, a change in
management’s intentions for the use of an item of property does not provide evidence of a
change in use. The amendments also clarify that the evidence of change in use is not
limited to those illustrated in IAS 40.

There is no anticipated material impact of the amendments to reflect the conditions that
exist at January 1, 2018.

5) IFRIC 22“Foreign Currency Transactions and Advance Consideration”

IAS 21 stipulated that a foreign currency transaction shall be recorded on initial
recognition in the functional currency by applying to the foreign currency amount the spot
exchange rate between the functional currency and the foreign currency at the date of the
transaction. IFRIC 22 further explains that the date of the transaction is the date on
which an entity recognizes a non-monetary asset or non-monetary liability from payment
or receipt of advance consideration. If there are multiple payments or receipts in
advance, the entity shall determine the date of the transaction for each payment or receipt
of advance consideration.

The Group will apply IFRIC 22 prospectively to all assets, expenses and income
recognized on or after January 1, 2018 within the scope of the interpretation.

Except for the above impact, as of the date the consolidated financial statements were
authorized for issue, the Group is continuously assessing the possible impact that the
application of other standards and interpretations will have on the Group’s financial position
and financial performance and will disclose the relevant impact when the assessment is
completed.

New IFRSs in issue but not yet endorsed and issued into effect by the FSC

Effective Date
New IFRSs Announced by IASB (Note 1)
Annualy improvements to IFRSs 2015-2017 cycle January 1, 2019
Amendments to IFRS 9 “Prepayment Features with January 1, 2019 (Note 2)

Negative Compensation”
Amendments to IFRS 10 and IAS 28 “Sale or Contribution  To be determined by IASB
of Assets between an Investor and its Associate or Joint

Venture”
IFRS 16 “Leases” January 1, 2019 (Note 3)
IFRS 17“Insurance Contracts” January 1, 2021

Amendments to IAS 19 “Plan Amendment, Curtailment or  January 1, 2019 (Note 4)
Settlement”

Amendments to IAS 28 “Long-term Interests in Associates  January 1, 2019
and Joint Ventures”

IFRIC 23 “Uncertainty Over Income Tax Treatments” January 1, 2019
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Note 1: Unless stated otherwise, the above New IFRSs are effective for annual periods
beginning on or after their respective effective dates.

Note 2: The FSC permits the election of early adoption of the amendments starting from
2018.

Note 3:  On December 19, 2017, the FSC announced that IFRS 16 will take effect starting
from January 1, 2019.

Note 4: The Group shall apply these amendments to plan amendments, curtailments or
settlements occurring on or after January 1, 2019.

1) Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture”

The amendments stipulate that, when an entity sells or contributes assets that constitute a
business (as defined in IFRS 3) to an associate or joint venture, the gain or loss resulting
from the transaction is recognized in full. Also, when an entity loses control of a
subsidiary that contains a business but retains significant influence or joint control, the
gain or loss resulting from the transaction is recognized in full.

Conversely, when an entity sells or contributes assets that do not constitute a business to
an associate or joint venture, the gain or loss resulting from the transaction is recognized
only to the extent of the unrelated investors’ interest in the associate or joint venture, i.e.
the entity’s share of the gain or loss is eliminated. Also, when an entity loses control of a
subsidiary that does not contain a business but retains significant influence or joint control
in an associate or a joint venture, the gain or loss resulting from the transaction is
recognized only to the extent of the unrelated investors’ interest in the associate or joint
venture, i.e. the entity’s share of the gain or loss is eliminated.

2) IFRS 16 “Leases”

IFRS 16 sets out the accounting standards for leases that will supersede IAS 17 and a
number of related interpretations.

Under IFRS 16, if the Group is a lessee, it shall recognize right-of-use assets and lease
liabilities for all leases on the consolidated balance sheets except for low-value and
short-term leases. The Group may elect to apply the accounting method similar to the
accounting for operating leases under IAS 17 to the low-value and short-term leases. On
the consolidated statements of comprehensive income, the Group should present the
depreciation expense charged on right-of-use assets separately from the interest expense
accrued on lease liabilities; interest is computed by using the effective interest method.
On the consolidated statements of cash flows, cash payments for the principal portion of
lease liabilities are classified within financing activities; cash payments for the interest
portion are classified within operating activities.

The application of IFRS 16 is not expected to have a material impact on the accounting of
the Group as lessor.

When IFRS 16 becomes effective, the Group may elect to apply this standard either
retrospectively to each prior reporting period presented or retrospectively with the

cumulative effect of the initial application of this standard recognized at the date of initial
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3)

4)

)

application.
IFRIC 23 “Uncertainty Over Income Tax Treatments”

IFRIC 23 clarifies that when there is uncertainty over income tax treatments, the Group
should assume that the taxation authority will have full knowledge of all related
information when making related examinations. If the Group concludes that it is
probable that the taxation authority will accept an uncertain tax treatment, the Group
should determine the taxable profit, tax bases, unused tax losses, unused tax credits or tax
rates consistently with the tax treatments used or planned to be used in its income tax
filings. If it is not probable that the taxation authority will accept an uncertain tax
treatment, the Group should make estimates using either the most likely amount or the
expected value of the tax treatment, depending on which method the entity expects to
better predict the resolution of the uncertainty. The Group has to reassess its judgments
and estimates if facts and circumstances change.

On initial application, the Group shall apply IFRIC 23 either retrospectively to each prior
reporting period presented, if this is possible without the use of hindsight, or
retrospectively with the cumulative effect of the initial application of IFRIC 23 recognized
at the date of initial application.

Amendments to IAS 28 “Long-term Interests in Associates and Joint Ventures”

The amendments clarified that IFRS 9 shall be applied to account for other financial
instruments in an associate or joint venture to which the equity method is not applied.
These included long-term interests that, in substance, form part of the Group’s net
investment in an associate or joint venture.

When the amendments become effective, the Group shall apply the amendments
retrospectively. However, the Group may elect to recognize the cumulative effect of the
initial application of the amendments in the opening carrying amount at the date of initial
application, or to restate prior periods if, and only if, it is possible without the use of
hindsight.

Amendments to IFRS 9 “Prepayment Features with Negative Compensation”

IFRS 9 stipulated that if a contractual term of a financial asset permits the issuer (i.e. the
debtor) to prepay a debt instrument or permits the holder (i.e. the creditor) to put a debt
instrument back to the issuer before maturity and the prepayment amount substantially
represents unpaid amounts of principal and interest on the principal amount outstanding,
which may include reasonable compensation for early termination, then the contractual
cash flows of the financial asset are solely payments of principal and interest on the
principal amount outstanding. The amendments further explained that the reasonable
compensation may be paid or received by either of the parties, i.e. a party may receive
reasonable compensation when it chooses to terminate the contract early.

When the amendments become effective, the Group shall apply the amendments
retrospectively. However, the Group may elect to recognize the cumulative effect of the
initial application of the amendments in the opening carrying amount at the date of initial
application, or to restate prior periods if, and only if, it is possible without the use of
hindsight.

EFBE—OXREER @



Financial Information

6) Annual Improvements to [IFRSs 2015-2017 Cycle

Several standards, including IFRS 3, IFRS 11, IAS 12 and IAS 23 “Borrowing Costs”,
were amended in this annual improvement. [AS 23 was amended to clarify that, if any
specific borrowing remains outstanding after the related asset is ready for its intended use
or sale, that borrowing becomes part of the funds that the Group borrows generally when
calculating the capitalization rate on general borrowings. The amendment shall be
applied prospectively.

7) Amendments to IAS 19 “Plan Amendment, Curtailment or Settlement”

The amendments stipulate that, if a plan amendment, curtailment or settlement occurs, the
current service cost and the net interest for the remainder of the annual reporting period
are determined using the actuarial assumptions used for the remeasurement of the net
defined benefit liabilities (assets). In addition, the amendments clarify the effect of a
plan amendment, curtailment or settlement on the requirements regarding the asset ceiling.
The amendment shall be applied prospectively.

Except for the above impact, as of the date the consolidated financial statements were
authorized for issue, the Group is continuously assessing the possible impact that the
application of other standards and interpretations will have on the Group’s financial position
and financial performance and will disclose the relevant impact when the assessment is
completed.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Statement of compliance
The consolidated financial statements have been prepared in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers, other regulations and
IFRSs as endorsed and issued into effect by SEC.

b. Basis of preparation
The consolidated financial statements have been prepared on the historical cost basis except
for financial instruments that are measured at fair values. Historical cost is generally based
on the fair value of the consideration given in exchange for assets.
The fair value measurements are grouped into Levels 1 to 3 based on the degree to which the
fair value measurement inputs are observable and the significance of the inputs to the fair

value measurement in its entirety, which are described as follows:

1) Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities;

2) Level 2 inputs are inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived

from prices); and

3) Level 3 inputs are unobservable inputs for the asset or liability.
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Classification of current and non-current assets and liabilities

Current assets include cash and cash equivalents and those assets held primarily for trading
purposes or to be realized within twelve months after the reporting period, unless the asset is
to be used for an exchange or to settle a liability, or otherwise remains restricted, at more than
twelve months after the reporting period. Property, plant and equipment, intangible assets,
other than assets classified as current are classified as non-current. Current liabilities are
obligations incurred for trading purposes or to be settled within twelve months after the
reporting period and liabilities that do not have an unconditional right to defer settlement for
at least twelve months after the reporting period. Liabilities that are not classified as current
are classified as non-current. Terms of a liability that could, at the option of the
counterparty, result in its settlement by the issue of equity instruments do not affect its
classification.

d. Basis of consolidation

® Principle of preparation consolidated financial statement

The consolidated financial statements incorporate the financial statements of WLC and the
entities controlled by WLC (the Group). Control is achieved when the Group has the
power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities.

Income and expenses of subsidiaries acquired or disposed of during the period are
included in the consolidated statement of profit or loss and other comprehensive income
from the effective date of acquisition up to the effective date of disposal, as appropriate.

When necessary, adjustments are made to the financial statements of subsidiaries to bring
their accounting policies into line with those used by the Group.

All intra-group transactions, balances, income and expenses are eliminated in full upon
consolidation.

Total comprehensive income of subsidiaries is attributed to the owners of the Group and
to the non-controlling interests even if this results in the non-controlling interests having a
deficit balance.

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group
losing control over the subsidiaries are accounted for as equity transactions. The
carrying amounts of the Group’s interests and the non-controlling interests are adjusted to
reflect the changes in their relative interests in the subsidiaries. Any difference between
the amount by which the non-controlling interests are adjusted and the fair value of the
consideration paid or received is recognized directly in equity and attributed to the owners
of the Group.

When the Group loses control of a subsidiary, a gain or loss is recognized in profit or loss
and is calculated as the difference between (i) the aggregate of the fair value of the
consideration received and any investment retained in the former subsidiary at its fair
value at the date when control is lost and (ii) the assets (including any goodwill) and
liabilities and any non-controlling interests of the former subsidiary at their carrying
amounts at the date when control is lost. The Group accounts for all amounts recognized
in other comprehensive income in relation to that subsidiary on the same basis as would
be required if the Group had directly disposed of the related assets or liabilities.
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Refer to Note 15 and Table 7 for the percent of ownership, main businesses and details of
the subsidiaries.

e. Business combinations

The consideration transferred in a business combination is measured at fair value, which is
calculated as the sum of the acquisition-date (i.e., the day when the Group obtains control) fair
values of the assets transferred by the Group, liabilities incurred by the Group to the former
owners of the acquiree and the equity interests issued by the Group in exchange for control of
the acquiree. Acquisition-related costs are generally recognized in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are
recognized at their fair value at the acquisition date. Non-controlling interests may be
initially measured either at fair value or at the non-controlling interests’ proportionate share of
the fair value of the acquiree’s identifiable net assets. The choice of measurement basis is
made on a transaction-by-transaction basis.

f. Foreign currencies

In preparing the financial statements of each individual company entity, transactions in
currencies other than the entity’s functional currency are recognized at the rates of exchange
prevailing at the dates of the transactions.

At the end of each reporting period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Exchange differences on monetary items
arising from settlement or translation are recognized in profit or loss in the period in which
they arise except for:

1) Exchange differences on foreign currency borrowings relating to assets under construction
for future productive use, which are included in the cost of those assets when they are
regarded as an adjustment to interest costs on those foreign currency borrowings;

2) Exchange differences on transactions entered into in order to hedge certain foreign
currency risks; and

3) Exchange differences on monetary items receivable from or payable to a foreign operation
for which settlement is neither planned nor likely to occur (therefore forming part of the
net investment in the foreign operation), which are recognized initially in other
comprehensive income and reclassified from equity to profit or loss on disposal of the net
investments.

Non-monetary items measured at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value was determined. Exchange
differences arising on the retranslation of non-monetary items are included in profit or loss for
the period except for exchange differences arising from the retranslation of non-monetary
items in respect of which gains and losses are recognized directly in other comprehensive
income, in which case, the exchange differences are also recognized directly in other
comprehensive income.

Non-monetary items that are measured at historical cost in a foreign currency are not
retranslated.
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For the purposes of presenting consolidated financial statements, the assets and liabilities of
the Group’s foreign operations (including of the subsidiaries and associates in other countries
with currencies used different from the Group) are translated into New Taiwan dollars using
exchange rates prevailing at the end of each reporting period. Income and expense items are
translated at the average exchange rates for the period. Exchange differences arising are
recognized in other comprehensive income (attributed to the owners of the Group and
non-controlling interests as appropriate).

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control over a subsidiary that includes a foreign
operation, or a disposal involving loss of significant influence over an associate that includes a
foreign operation), all of the exchange differences accumulated in equity in respect of that
operation attributable to the owners of the Group are reclassified to profit or loss.

In relation to a partial disposal of a subsidiary that does not result in the Group losing control
over the subsidiary, the proportionate share of accumulated exchange differences are
re-attributed to non-controlling interests of the subsidiary and are not recognized in profit or
loss. For all other partial disposals, the proportionate share of the accumulated exchange
differences recognized in other comprehensive income is reclassified to profit or loss.

Inventories

Inventories consist of raw materials, supplies, finished goods and work-in-process and are
stated at the lower of cost or net realizable value. Inventory write-downs are made by item,
except where it may be appropriate to group similar or related items. Net realizable value is
the estimated selling price of inventories less all estimated costs of completion and costs
necessary to make the sale. Inventories are recorded at weighted-average cost on the balance
sheet date.

Inventories include real estate and constructions-in-progress, which are stated at acquisition
costs plus construction costs incurred. Interest expenses on constructions-in-progress are
capitalized.

Investment in associates

An associate is an entity over which the Group has significant influence and that is neither a
subsidiary nor an interest in a joint venture.

The results and assets and liabilities of associates are incorporated in these consolidated
financial statements using the equity method of accounting. Under the equity method, an
investment in an associate is initially recognized at cost and adjusted thereafter to recognize
the Group’s share of the profit or loss and other comprehensive income of the associate. The
Group also recognizes the changes in the Group’s share of equity of associates.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the
identifiable assets and liabilities of an associate recognized at the date of acquisition is
recognized as goodwill, which is included within the carrying amount of the investment and is
not amortized. Any excess of the Group’s share of the net fair value of the identifiable assets
and liabilities over the cost of acquisition, after reassessment, is recognized immediately in
profit or loss.

When the Group subscribes for additional new shares of the associate, at a percentage
different from its existing ownership percentage, the resulting carrying amount of the
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investment differs from the amount of the Group’s proportionate interest in the associate.
The Group records such a difference as an adjustment to investments with the corresponding
amount charged or credited to capital surplus - changes in the Group’s share of equity of
associates. If the Group’s ownership interest is reduced due to the additional subscription of
the new shares of associate, the proportionate amount of the gains or losses previously
recognized in other comprehensive income in relation to that associate is reclassified to profit
or loss on the same basis as would be required if the investee had directly disposed of the
related assets or liabilities. When the adjustment should be debited to capital surplus, but the
capital surplus recognized from investments accounted for by the equity method is
insufficient, the shortage is debited to retained earnings.

When the Group’s share of losses of an associate equals or exceeds its interest in that
associate, the Group discontinues recognizing its share of further losses. Additional losses
and liabilities are recognized only to the extent that the Group has incurred legal obligations,
or constructive obligations, or made payments on behalf of that associate.

The entire carrying amount of the investment (including goodwill) is tested for impairment as
a single asset by comparing its recoverable amount with its carrying amount. Any
impairment loss recognized is deducted from investment and carrying amount of investment is
net of impairment loss. Any reversal of that impairment loss is recognized to the extent that
the recoverable amount of the investment subsequently increases.

The Group discontinues the use of the equity method from the date on which it ceases to have
significant influence over the associate. Any retained investment is measured at fair value at
tha