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PHIHONG TECHNOLOGY CO., LTD. 

2018 Annual General Shareholders’ Meeting Procedures 

 

 

1. Commence Meeting (to be announced upon quorum) 

2. Arrival of the Chairman 

3. Chairman's Speech 

4. Reports 

5. Acknowledgements 

6. Discussions 

7. Extraordinary motions 

8. Meeting Adjourned 
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PHIHONG TECHNOLOGY CO., LTD. 

2018 Annual General Shareholders’ Meeting Agendas 

 

1. Time: 9:00am Wednesday, June 13, 2018 

2. Venue: No. 27, Wenming Road, Guishan District, Taoyuan City (4/F, Taipower 

Linkou Nuclear Training Center) 

3. Chairman's Speech 

4. Reports: 

(1) The 2017 Operating Status Review & 2018 Business Outlook Report 

(2) The Audit Committee Report on the Review of the 2017 Financial 

Statements 

(3) The Amended “Rules and Procedures of Board of Directors Meeting” 

5. Acknowledgements: 

(1) The 2017 Financial Statements 

(2) The 2017 Surplus Earning Distribution / Loss Off-Setting Proposal 

6. Discussions: 

The Amended “Articles of Incorporation” 

7. Extraordinary Motions 

8. Meeting Adjourned 
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1. The 2017 Operating Status Review & 2018 Business Outlook Report enclosed herewith. 

(Please refer to Appendix 1, p.10 ～13 hereof). 

2. The Audit Committee Report on the Review of the 2017 Financial Statements enclosed 

herewith. 

 
 

PHIHONG TECHNOLOGY CO., LTD. 

Audit Committee‘s Report 

 

 The Board of Directors has prepared the Company’s 2017 Business Report, 

2017 Individual and Consolidated Financial Statements and Profit Distribution Proposal. 

The CPA firm of Deloitte & Touche has completed the audit on the 2017 Individual and 

Consolidated Financial Statements and has issued an audit report accordingly. The 2017 

Business Report, 2017 Individual and Consolidated Financial Statements and Profit 

Distribution Proposal have been reviewed and determined to be adequate and accurate by 

the Audit Committee. Therefore, we hereby submit this report pursuant to relevant 

provisions of the Securities and Exchange Act and Company Act. 

 

Yours sincerely, 

 

2018 Annual General Shareholders’ Meeting, PHIHONG TECHNOLOGY CO., LTD.  

 

Convener of the Audit Committee: HUNG, YU-YUAN 

March 16, 2018 

   

 

3. The amended “Rules and Procedures of Board of Directors Meeting” enclosed herewith. 

Explanations: (1) The Company’s “Rules and Procedures of Board of Directors 

Meeting” was partially amended pursuant to the regulations prescribed 

in Order FSC-Certificate-Issuance No. 1060027112 issued by 

Financial Supervisory Commission on 28 July 2017 in order to be in 

compliance with the laws & regulations and the Company’s practices. 

(2) Enclosed the Company’s Comparison Table for the Amended “Rules 

and Procedures of Board of Directors Meeting” (Please refer to 

Appendix 4, p.34～39 hereof). 

Reports 
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1. Subject: Please acknowledge the 2017 Financial Statements (by the Board of Director). 

Explanations: (1) The Company’s 2017 Financial Statements have been audited by 

accountant WU, KER-CHANG and accountant HUANG, YI-MIN of 

the CPA firm of Deloitte & Touche and authorized by the board of 

directors on March 16, 2018. 

 (2) Various reports and statements have been reviewed and determined to 

be adequate and accurate by the Audit Committee. 

 (3) Enclosed the following reports and statements: 

(i)  Business Report (please refer to Appendix 1, p.10～13 hereof). 

(ii) 2017 Individual Financial Statement and Consolidated Financial 

Statements (please refer to Appendix 2 ～ 3, p.14～33 hereof). 

Resolutions: 

2. Subject: Please acknowledge the 2017 Surplus Earning Distribution / Loss Off-Setting 

Proposal (by the Board of Director) 

Explanations: (1) The Company’s 2017 net profit after tax was NT$6,655,539, but after 

making up for the accumulated loss (NT$128,792,972) from the 

opening balance at the beginning of the period and recognizing the 

deduction of defined benefit plans reassessment value of the period 

(NT$6,860,375) in retained earnings, the accumulated loss carried 

forward at the end of the period is NT$128,997,808. Therefore, there 

will be no distribution of dividends. 

 (2) The Company incurred accumulated loss at the end of 2017; therefore, 

there will be no distribution of employee compensation and Directors' 

remuneration. 

 (3) Enclosed the “2017 Surplus Earning Distribution / Loss Off-Setting 

Proposal” (Please refer to Appendix 5, p.40 hereof). 

Resolution: 

Acknowledgements 
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Subject: Please discuss and vote for the amended “Articles of Incorporation” (by the Board of 

Directors). 

Explanations:(1)Some of the provisions of the Articles of Incorporation were amended in line with 

the Company’s practices. 

 (2)Enclosed Comparison Table for Amended “Articles of Incorporation” (please 

refer to Appendix 6, p.41～44 hereof). 

Resolution: 

 

Discussions 
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【Appendix 1】 

PHIHONG TECHNOLOGY CO., LTD. 
2017 Business Report 

 In 2017, the Company faced the challenges of the instability of the world's major economies and the 

continuous rise in the prices of components. The operating conditions of the year were better than that of the 

year 2016. We hereby present the Company’s 2017 operating status and 2018 business plan as follows: 

1. 2017 Business Report 

(1) The result of business plan and budget implementation 

The net operating income of the Company in 2017 was NT$11,283,520,000, which was decreased 

by approximately 0.61% comparing with the net operating income of NT$11,352,243,000 in 2016. 

The net profit after tax in 2017 was NT$6,656,000, which was increased by approximately 

102.21% comparing with the net loss after tax of NT$301,299,000 in 2016. 

The overall revenue and profit failed to achieve the internal goals.  

(2) Revenues, Expenses, and Profitability Analysis 

(i) Revenues and Expenses Analysis 

Year 

Items  
2016 2017 Variation % 

non-operating income and expenses 46,556 287,463 517.46 

The Company’s non-operating income and expenses in 2017 has increased compared with 

2016, which mainly due to the increase in the disposal of investment property and disposal 

of equity directly associated with non-current assets held for sale in 2017. 

(ii) Profitability Analysis 

Year 

Items 
2016  2017 

Profitability 

Return on Asset (%) (2.37) 0.33 

Return on Equity (%) (5.67) 0.13 

Proportion to the paid-in 

capital (%) 

operating income (11.11) (6.10) 

net profit before tax (9.43) 2.41 

Net Profit Margin (%) (2.65) 0.06 

Earnings per share (NT$) (Note) (1.08) 0.02 

Note:  Earnings per share have been adjusted retrospectively with the consideration of the 

stock grants in the past years. 

(3) Research and Development 

(i) Focus on development and design of green performance products 

With the continuous discussion on global warming issues, the Company has, in response to 

environmental protection, continued to regard the environmental protection as its top priority 

for many years. From conforming with the RoHS / REACH requirements on the use of lead-

free, halogen-free, red phosphorus-free and banned toxic and hazardous raw materials to the 

current energy-saving product developments such as electric car charging solutions, etc., and 

from improving efficiency of the charger from the design side to focusing on research and 

development that is in line with the new energy-saving regulations, the 2016 U.S. 

Department of Energy (DoE) Level VI energy efficiency specifications and European 

Union's Code of Conduct (CoC) V5T2 energy efficiency requirements, the Company has 

been devoted in environmental protection to fulfill our Corporate Social Responsibility (CSR) 

from the source (R&D) by the implementation of environmental protection policies in line 

with the global trend. 

In addition, the nuclear disaster triggered by the 311-tsunami in Japan highlights the need to 

improve the source of electricity consumption. The Company engaged in the research and 

development of Home Energy Management System (HEMS) to monitor and manage 

electricity consumption for the purpose of saving energy and reduce the demand for 

investment in nuclear power plants. Therefore, the research and development on power 

manage products and improvement on product efficiency will not only reduce the electricity 

consumption but also reduce carbon emissions and promote environmental protection as a 

member of the Earth. 

(ii) Improve the capability to develop new technologies 
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The Company has, in addition to continuously recruiting of Taiwanese high-tech talents and 

promoting brain-storming among talents from different R&D and design backgrounds, 

inspired more innovative products and focused on related new R&D and design technologies 

for lightweight, energy saving, carbon reduction and better design products. Each product is 

further optimized by simulation, and 3D printing technology is introduced into the sample 

production process to shorten the design time, improve the development capability, and 

quickly provide optimized products required by the customers. 

(iii) Creative & Innovative Technologies 

(a) Internationalization of talents to integrate different ideas and inspire common 

innovation; 

(b) Focus on product innovation to create products with the highest performance by 

optimized designs; 

(c) Strengthen design speed by introducing 3D printing technology and design simulation 

to accelerate design speed and achieve mass production; 

(d) Increase the proportion of automated production by introducing innovative automation 

technology since the beginning of design and investing in automation equipment to 

reduce costs through the transfer of automated production methods into the factory; 

(e) The wide band gap semiconductor in high power density and high efficiency 

applications can further increase the efficiency of power supply products to achieve 

better energy saving effects and size down the volume to facilitate reduction in raw 

material consumption; 

(f) The development of USB PD technology. Designing a power supply product that can 

automatically adjust the output voltage and current in response to the demand of 

various 3C products such as mobile phones, tablets, notebook computers and monitors 

to reduce the number of power products and further reduce raw materials consumption; 

(iv) Professional research and development capabilities 

(a) Internationalization of talents to improve communication efficiency with customers, 

and quickly meet customers’ needs; 

(b) Focus on environmental protection start from design; 

(c) Actively invest in high-efficiency IC integration technologies to develop high-

efficiency light-weight products that meets DoE Level IV; 

(d) Continuous learning and improvement to provide multifunctional and high value-

added products to be cost-effective; 

(e) Invest in ID design talents to enhance the appearance of products in respond to the 

global trends. 

2. Abstract of the 2018 business plan 

(1) Operating strategy 

(i) Improve the competitiveness in quality, price, and delivery, to pursue profits as the 

operational goal, and to reward investment shareholders; 

(ii) Formulate sales strategy and plan for product business group and review the implementation 

status regularly; 

(iii) Invest in automated production, improve production efficiency, streamline the number of 

direct employees and develop toward sophisticated manufacturing processes in a progressive 

manner; 

(iv) Adopt KPI system to concentrate the actions of various departments in achieving the 

Company's operational goals; 

(v) Improve the superiority of various products while reducing design costs and increasing 

profits; 

(vi) Strengthen systematization to increase work efficiency and accuracy; 

(vii) Internal control head office's operating costs and the factory's five major expenses; 

(viii) Set the delivery L/T of strategic products and strengthen delivery time as the goal for all 

divisions in terms of customer services. 

(2) Business goals 

(i) Concentrate willpower of all employees to achieve (exceed) annual operating sales budget 

and profit & loss budget; 

(ii) Optimize manpower system and product technology for the business group in order to 

facilitate the increase of new customers and the number of new projects; 
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(iii) Continue the promotion of energy-saving and carbon-reducing products, such as electric 

vehicle charging products, into the European, American, Japan and Greater China markets 

and expand turnover and profit of the electric vehicle energy business group; 

(iv) The 2019 business budget target will focus on emerging market such as wearable devices, 

drones, VR (virtual reality), AI, and Internet of Things to start early business activities, 

expand customer base and increase sales volume of new products; 

(v) Eliminate the loss-making models in mass production; 

(vi) Reduce product and material inventory; 

(vii) Increase the turnover and customer base of high-power power products; 

(3) Important production and sales policies 

(i) Join hands with American, European, and Japanese businesses under common awareness to 

conduct intensive business activities in response to market competition; 

(ii) Introduce automation gradually to increase production efficiency and reduce processing 

costs; 

(iii) Set strategic L/T to shorten LT of parts and facilitate production plans and achieving of sales 

budget; 

(iv) Reducing factory operating costs by internal control the 5 major costs of the factory in order 

to facilitate profit & loss forecast; 

(v) Implement factory stability measures on direct operators to ensure stability of the production 

line personnel; 

(vi) Establish production line response system for small orders from medical, AI, and UAV 

industries; 

(vii) Establish business development system, expand product demand in emerging markets, and 

create more sources of income. 

3. Future company development strategies 

(1) Set up R&D and design department to introduce new products to the market, increase revenue and 

profit as soon as possible; 

(2) Introduce production automation to reduce the number of direct operators and the risk of labor 

shortage crisis in the mainland in order to facilitate stable production; 

(3) Improve the competitiveness in quality, price and delivery; 

(4) Avoid the risk of concentrating production in Dongguan and consider adding production bases in 

other regions; 

(5) Enhance R&D technical strength and product superiority in order to increase the turnover and 

profits of existing customers and expand new customer base.  

4. Impact from the external competitive environment, regulatory environment and overall economic 

environment 

(1) External competitive environment 

In the face of fierce competition, the Company has remained its turnover without significant slide. 

The Company has also actively reduced the operating costs of the head office and the five major 

costs of the factory to facilitate its profit-seeking operating goal. 

In addition, the Company has also actively invested in R&D and market development of new 

energy products for electric vehicle charging station in order to improve product superiority and 

attract supports from more internationally renowned manufacturers. 

(2) Regulatory environment 

In terms of environmental protection laws and regulations, the Company has introduced various 

laws and regulations to the R&D and design, so its products are all be in compliance with RoHS, 

Pb-free, Halogen-free, HSF and other regulations with minimal impact. In terms of safety 

regulations, the Company also complies with the ever-changing laws and regulations. In addition, 

the Company has passed ISO9001, ISO14001, ISO13485, OHSAS18000 certifications; its 

complete control over product quality, environmental protection, employee safety and health also 

meet the requirements of international customers. In the future, the Company will aim to develop 

patents for its development and design; in particular, new technologies and designs for energy-

saving products must comply with various international energy conservation standards to upgrade 

the threshold in product competition. 

(3) Overall economic environment 

The Company’s growth has slowed down due to impact from global economic environment. 

Although the power supply has a wide range of applications and the market demand is expected to 
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remain sustainable, but the increase in labor costs and the prolonged shortage in raw materials have 

created a precarious business environment. The Company will resist the severe external 

competition by business strategies such as improving competitiveness in quality, price and delivery, 

introducing production automation, reducing total operating costs, strengthening business activities 

and enhancing technical strength of the product. The Company will maintain its profit-seeking 

operational goals to provide benefits for the employees in order to enhance overall centripetal force 

and work efficiency to achieve profitability, while paying attention to the trend of new products in 

the market to develop high value-added superior products, increase revenue and improve overall 

profitability in order to progress toward the goal of business continuity against the overall 

environmental changes. 

 

 Looking ahead to the 2018 operation, the Company will continue to uphold its business philosophy 

of “outstanding design, excellent quality, on-time delivery, reasonable prices, and satisfactory service” to 

enhance growth momentum and fulfill its corporate social responsibility (CSR). We are convinced that, with 

the cooperation and efforts of all my colleagues, we will be able to generate greater shareholder value. 

 

Best wishes to all shareholders. 

 

 

 

Chairman:  

LIN, CHUNG-MING 

President:  

LIN, CHUNG-MING 

Principal Accounting Officer:  

CHEN, CHIU-CHIN 
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Notice to Readers 

The accompanying financial statements are intended only to present the 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 financial statements are those generally applied 
in the Republic of China.  

For the convenience of readers, the independent auditors’ report and the accompanying financial 
statements have been translated into English from the original Chinese version prepared and used 
in the Republic of China.  If there is any conflict between the English version and the original 
Chinese version or any difference in the interpretation of the two versions, the Chinese-language 
independent auditors’ report and financial statements shall prevail. 
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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.
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【Appendix 4】 

PHIHONG TECHNOLOGY CO., LTD. 
Comparison Table for Amended “Rules and Procedures of Board of 

Directors Meeting” 
 

Pre-amendment Post-amendment Explanation
Article 3 (Convening and Notice of the BOD 

Meetings) 
 The BOD meetings shall be held at least 

quarterly. 
 A notice with reasons for convening a 

BOD meeting shall be delivered to each 
director and supervisor at least 7 days 
prior to the meeting. In case of 
emergency, however, a BOD meeting 
can be called on shorter notice.  

 The notice can be delivered by means of 
electronic transmission with the prior 
consent of the directors. 

 Any matter set forth under Paragraph 1, 
Article 12 herein, shall be specified in 
the notice of the meeting and shall not 
be raised by an extraordinary motion, 
with the exceptions of emergency or for 
a legitimate reason.  

Article 3 (Convening and Notice of the BOD 
Meetings) 

 The BOD meetings shall be held at least 
quarterly. 

 A notice with reasons for convening a 
BOD meeting shall be delivered to each 
director and supervisor at least 7 days 
prior to the meeting. In case of 
emergency, however, a BOD meeting 
can be called on shorter notice.  

 The notice can be delivered by means of 
electronic transmission with the prior 
consent of the directors. 

 Any matter set forth under Paragraph 1, 
Article 12 herein, shall be specified in 
the notice of the meeting and shall not 
be raised by an extraordinary motion, 
with the exceptions of emergency or for 
a legitimate reason.  

Amended in 
line with the 
Company’s 
practices 

Article 9 (Audio or Video Recordings of the BOD 
meeting Retained as Evidence) 

 Proceedings of a BOD meeting shall be 
recorded in their entirety in audio or 
video, and the recording shall be 
retained for a minimum of 5 years. The 
record may be retained in electronic 
form. 

 If any litigation arises with respect to a 
resolution of a BOD meeting before the 
end of the retention period of the 
preceding paragraph, the relevant audio 
or video record shall be retained 
indefinitely despite the preceding 
provision. 

 Where a BOD meeting is held by 
videoconference, the audio or video 
documentation of the meeting 
constitutes part of the meeting minutes 
and shall be permanently retained for 
the duration of the existence of this 
Company. 

Article 9 (Audio or Video Recordings of the BOD 
meeting Retained as Evidence) 

 Proceedings of a BOD meeting shall be 
recorded in their entirety in audio or 
video, and the recording shall be 
retained for a minimum of 5 years. The 
record may be retained in electronic 
form. 

 If any litigation arises with respect to a 
resolution of a BOD meeting before the 
end of the retention period of the 
preceding paragraph, the relevant audio 
or video record shall be retained 
indefinitely despite the preceding 
provision. 

 Where a BOD meeting is held by 
videoconference, the audio or video 
documentation of the meeting 
constitutes part of the meeting minutes 
and subject to be retained permanently 
properly during the company's 
existence. 

Amended in 
line with laws 
and 
regulations 

Article 12 (Matters to be Discussed at the BOD 
meeting) 

 The matters listed below shall be 
raised for discussion at a BOD 
meeting: 
1. The Company’s operating plan; 
2. Annual and semi-annual financial 

reports, with the exception of semi-
annual financial reports that are not 
required under relevant laws and 
regulations to be audited and 
attested by a CPA; 

Article 12 (Matters to be Discussed at the BOD 
meeting) 

 The matters listed below shall be 
raised for discussion at a BOD 
meeting: 
1. The Company’s operating plan; 
2. Annual and semi-annual financial 

reports, with the exception of 
semi-annual financial reports that 
are not required under relevant 
laws and regulations to be audited 
and attested by a CPA; 

Amended in 
line with laws 
and 
regulations 
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Pre-amendment Post-amendment Explanation 

3. Adoption or amendment of an 

internal control system pursuant to 

Article 14-1 of the Securities and 

Exchange Act (hereinafter referred 

to as the SEA); 

4. Adoption or amendment, pursuant 

to Article 36-1 of SEA, of any 

handling procedures for material 

financial or business transactions, 

such as the acquisition or disposal 

of assets, derivatives trading, loans 

of funds to others, and 

endorsements or guarantees for 

others; 

5. The offering, issuance, or private 

placement of equity-type 

securities; 

6. The appointment or discharge of a 

financial, accounting, or internal 

audit officer;  

7. A donation to a related party or a 

major donation to a non-related 

party, provided that a public-

interest donation for disaster relief 

for a major natural disaster may be 

submitted to the next BOD 

meeting for retroactive 

recognition; and 

8. Any matter that, under Article 14-3 

of SEA or any other law, 

regulation, or bylaw, must be 

approved by a resolution of a 

shareholders meeting or BOD 

meeting, or any material matter as 

may be prescribed by the 

competent authority. 

The term "related party" in 

subparagraph 7 of the preceding 

paragraph means a related party as 

defined in the “Regulations Governing 

the Preparation of Financial Reports 

by Securities Issuers”. The term 

"major donation to a non-related 

party" means an individual donation, 

or cumulative donations within a 1-

year period to a single recipient, at an 

amount of NTD100 million or more, 

or at an amount equal to or greater 

than 1 percent of net operating 

revenue or 5 percent of paid-in capital 

as stated in the CPA-audited financial 

statements of the most recent year. (In 

the case of a foreign issuer whose 

shares have no par value or a par value 

other than NT$10, 2.5 percent of 

shareholders' equity shall be 

substituted for the calculation of the 

amount equal to 5 percent of paid-in 

capital required under this paragraph.). 

 The term "within a 1-year period" in 

the preceding paragraph means a 

period of 1 year calculated 

3. Enacted pursuant to the provisions 

of Article 14-1, Securities and 

Exchange Act (hereinafter 

referred to as the SEA) or 

amended internal control system, 

the assessment on the 

effectiveness of the internal 

control system. 

4. Adoption or amendment, pursuant 

to Article 36-1 of SEA, of any 

handling procedures for material 

financial or business transactions, 

such as the acquisition or disposal 

of assets, derivatives trading, 

loans of funds to others, and 

endorsements or guarantees for 

others; 

5. The offering, issuance, or private 

placement of equity-type 

securities; 

6. The appointment or discharge of a 

financial, accounting, or internal 

audit officer;  

7. A donation to a related party or a 

major donation to a non-related 

party, provided that a public-

interest donation for disaster relief 

for a major natural disaster may 

be submitted to the next BOD 

meeting for retroactive 

recognition; and 

8. Any matter that, under Article 14-

3 of SEA or any other law, 

regulation, or bylaw, must be 

approved by a resolution of a 

shareholders meeting or BOD 

meeting, or any material matter as 

may be prescribed by the 

competent authority. 

The term "related party" in 

subparagraph 7 of the preceding 

paragraph means a related party as 

defined in the “Regulations 

Governing the Preparation of 

Financial Reports by Securities 

Issuers”. The term "major donation to 

a non-related party" means an 

individual donation, or cumulative 

donations within a 1-year period to a 

single recipient, at an amount of 

NTD100 million or more, or at an 

amount equal to or greater than 1 

percent of net operating revenue or 5 

percent of paid-in capital as stated in 

the CPA-audited financial statements 

of the most recent year. (In the case 

of a foreign issuer whose shares have 

no par value or a par value other than 

NT$10, 2.5 percent of shareholders' 

equity shall be substituted for the 

calculation of the amount equal to 5 

percent of paid-in capital required 
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Pre-amendment Post-amendment Explanation 

retroactively from the date on which 

the current BOD meeting is convened. 

Amounts already submitted to and 

passed by a resolution of the board are 

exempted from inclusion in the 

calculation. 

 With respect to a matter that, under 

Article 14-3 of SEA, must be 

approved by resolution at a BOD 

meeting, any and all independent 

directors of the Company shall attend 

the meeting in person or shall not 

appoint another non-independent 

director to attend the meeting as 

proxy. If an independent director 

objects to or expresses reservations on 

such a matter, it shall be recorded in 

the meeting minutes. If an independent 

director intends to express an 

objection or reservation but is unable 

to attend the meeting in person, unless 

there is a legitimate reason to do 

otherwise, that director shall issue a 

written opinion in advance, which 

shall be recorded in the meeting 

minutes. 

under this paragraph.). 

 The term "within a 1-year period" in 

the preceding paragraph means a 

period of 1 year calculated 

retroactively from the date on which 

the current BOD meeting is 

convened. Amounts already 

submitted to and passed by a 

resolution of the board are exempted 

from inclusion in the calculation. 

 At least one of the independent 

directors shall attend the board of 

directors in person. Resolution for the 

matter relating to Paragraph 1 of 

Article 14-2 of SEA herein proposed 

in the board of directors shall be 

reached upon the attendance of all 

independent directors. Any 

independent director who cannot 

attend in person shall not  entrust 

non-independent director other 

independent director to attend on 

his/her behalf. If an independent 

director objects to or expresses 

reservations on such a matter, it shall 

be recorded in the meeting minutes. If 

an independent director intends to 

express an objection or reservation 

but is unable to attend the meeting in 

person, unless there is a legitimate 

reason to do otherwise, that director 

shall issue a written opinion in 

advance, which shall be recorded in 

the meeting minutes. 

Article 13 (Voting (1)) 

 When the chairperson at a BOD 

meeting is of the opinion that a 

proposal has been discussed 

sufficiently to put it to a vote, the 

chairperson may announce the 

discussion closed and call for a vote.  

When a proposal comes to a vote, if no 

attending director voices an objection 

following an inquiry by the 

chairperson, the proposal will be 

deemed as approved. If there is an 

objection following an inquiry by the 

chairperson, the proposal shall be 

brought to a vote. 

 Voting method for proposals at a BOD 

meeting shall be selected by the 

chairperson from below, provided that 

when an attending director has an 

objection, the chairperson shall seek 

the opinion of the majority to make a 

decision: 

1. A show of hands or a vote by 

voting machine. 

2. A roll call vote. 

3. A vote by ballot. 

4. A vote by a method selected at the 

Company’s discretion. 

Article 13 (Voting (1)) 

 When the chairperson at a BOD 

meeting is of the opinion that a 

proposal has been discussed 

sufficiently to put it to a vote, the 

chairperson may announce the 

discussion closed and call for a vote.  

When a proposal comes to a vote, if no 

attending director voices an objection 

following an inquiry by the 

chairperson, the proposal will be 

deemed as approved. If there is an 

objection following an inquiry by the 

chairperson, the proposal shall be 

brought to a vote. 

 Voting method for proposals at a BOD 

meeting shall be selected by the 

chairperson from below, provided that 

when an attending director has an 

objection, the chairperson shall seek 

the opinion of the majority to make a 

decision: 

1. A show of hands or a vote by 

voting machine. 

2. A roll call vote. 

3. A vote by ballot. 

A vote by a method selected at the 

Company’s discretion. 

Amended in 

line with laws 

and 

regulations 
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Pre-amendment Post-amendment Explanation 

The “entire body of the attending 

directors” mentioned thereof does not 

include directors who are not allowed 

to exercise their voting power 

pursuant to first paragraph of Section 

15 hereunder. 

Article 15 (Director’s Avoidance of Conflict of 

Interest) 

 If a director or a juristic person that 

the director represents is an 

interested party in relation to an 

agenda item, the director shall state 

the important aspects of the 

interested party relationship at the 

respective meeting. When the 

relationship is likely to prejudice the 

interest of the Company, that 

director may not participate in 

discussion or voting on that agenda 

item and shall recuse himself or 

herself from the discussion or the 

voting on the item and may not 

exercise voting power as proxy for 

another director. 

 Where a director is prohibited by the 

preceding paragraph from exercising 

voting power with respect to a 

resolution at a BOD meeting, the 

provisions of paragraph 2, Article 

180 of the Company Act apply 

mutatis mutandis in accordance with 

paragraph 2, Article 206 of the same 

Act. 

Article 15 (Director’s Avoidance of Conflict of 

Interest) 

 If a director or a juristic person that 

the director represents is an 

interested party in relation to an 

agenda item, the director shall state 

the important aspects of the 

interested party relationship at the 

respective meeting. When the 

relationship is likely to prejudice the 

interest of the Company, that 

director may not participate in 

discussion or voting on that agenda 

item and shall recuse himself or 

herself from the discussion or the 

voting on the item and may not 

exercise voting power as proxy for 

another director. 

 Where a director is prohibited by the 

preceding paragraph from exercising 

voting power with respect to a 

resolution at a BOD meeting, the 

provisions of paragraph 2, Article 

180 of the Company Act apply 

mutatis mutandis in accordance with 

paragraph 2 3, Article 206 of the 

same Act. 

Amended in 

line with laws 

and 

regulations 

Article 16 (Meeting Minutes and Signature) 

 Discussions at a BOD meeting shall 

be recorded in the meeting minutes, 

and the minutes shall fully and 

accurately state the matters listed 

below: 

1. The meeting session (or year) 

and the time and place of the 

meeting; 

2. The name of the chairman; 

3. The directors' attendance at the 

meeting, including the names 

and the number of directors in 

attendance, excused, and 

absent; 

4. The names and titles of those 

attending the meeting as non-

voting participants; 

5. The name of the minute taker; 

6. The matters reported at the 

meeting; 

7. Agenda items: the method of 

resolution and the result for 

each proposal; a summary of 

the comments made by 

directors, supervisors, experts, 

or other persons; the name of 

any director that is an interested 

party as referred to in 

Article 16 (Meeting Minutes and Signature) 

 Discussions at a BOD meeting shall 

be recorded in the meeting minutes, 

and the minutes shall fully and 

accurately state the matters listed 

below: 

1. The meeting session (or year) 

and the time and place of the 

meeting; 

2. The name of the chairman; 

3. The directors' attendance at the 

meeting, including the names 

and the number of directors in 

attendance, excused, and 

absent; 

4. The names and titles of those 

attending the meeting as non-

voting participants; 

5. The name of the minute taker; 

6. The matters reported at the 

meeting; 

7. Agenda items: the method of 

resolution and the result for 

each proposal; a summary of 

the comments made by 

directors, supervisors, experts, 

or other persons; the name of 

any director that is an interested 

party as referred to in 

Amended in 

line with laws 

and 

regulations, 

the 

Company’s 

practices and 

amendments 

made by the 

competent 

authority 
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Pre-amendment Post-amendment Explanation 

paragraph 1 of the preceding 

article, an explanation of the 

important aspects of the 

interest, the reasons why the 

director was required or not 

required to recuse, and the 

status of their recusal; opinions 

expressing objections or 

reservations at the meeting that 

were included in records or 

stated in writing; and any 

opinion issued in writing by an 

independent director pursuant 

to Paragraph 2, Article 12. 

8. Extraordinary motions: The 

name of the mover, the method 

of resolution and the result, a 

summary of the comments of 

any director, supervisors, 

expert, or other person; the 

name of any director that is an 

interested party as referred to in 

paragraph 1 of the preceding 

Section, an explanation of the 

important aspects of the 

interest, the reasons why the 

director was required or not 

required to recuse, and the 

status of their recusal; and their 

objections or reservations and 

any recorded or written 

statements. 

9. Other matters required to be 

recorded. 

The occurrence of any of the 

following circumstances, with 

respect to a resolution passed at a 

BOD meeting, shall be stated in the 

meeting minutes and shall be 

publicly announced and filed on the 

website of the Market Observation 

Post System designated by the 

Financial Supervisory Commission, 
Executive Yuan, within 2 days from 

the date of the meeting: 

(1) Any objection or reservations 

by an independent director in 

writing; 

(2) A resolution is adopted with the 

approval of two-thirds or more 

of all directors, without having 

been passed by the audit 

committee of the Company. 

The attendance book constitutes part 

of the minutes for each BOD 

meeting and shall be permanently 

retained for the duration of the 

existence of the Company. 

The minutes of a BOD meeting shall 

bear the signature or seal of both the 

chairperson and the minute taker, 

and a copy of the minutes shall be 

paragraph 1 of the preceding 

article, an explanation of the 

important aspects of the 

interest, the reasons why the 

director was required or not 

required to recuse, and the 

status of their recusal; opinions 

expressing objections or 

reservations at the meeting that 

were included in records or 

stated in writing; and any 

opinion issued in writing by an 

independent director pursuant 

to Paragraph 2 4, Article 12. 

8. Extraordinary motions: The 

name of the mover, the method 

of resolution and the result, a 

summary of the comments of 

any director, supervisors,, 

expert, or other person; the 

name of any director that is an 

interested party as referred to in 

paragraph 1 of the preceding 

Section, an explanation of the 

important aspects of the 

interest, the reasons why the 

director was required or not 

required to recuse, and the 

status of their recusal; and their 

objections or reservations and 

any recorded or written 

statements. 

9. Other matters required to be 

recorded. 

The occurrence of any of the 

following circumstances, with 

respect to a resolution passed at a 

BOD meeting, shall be stated in the 

meeting minutes and shall be 

publicly announced and filed on the 

website of the Market Observation 

Post System designated by the 

Financial Supervisory Commission, 

Executive Yuan, within 2 days from 

the date of the meeting: 

(1) Any objection or reservations 

by an independent director in 

writing; 

(2) Matters without the approval of 

the Audit Committee of the 

Company but received consent 

from more than two-thirds of 

all directors. 

The board of directors’ attendance 

record shall be part of the minute 

and subject to be retained 

permanently properly during the 

company's existence. 

The minutes of a BOD meeting shall 

bear the signature or seal of both the 

chairperson and the minute taker, 

and a copy of the minutes shall be 
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Pre-amendment Post-amendment Explanation 

distributed to each director within 20 

days after the meeting. The minutes 

shall be deemed important corporate 

records and permanently & 

permanently & appropriately 

preserved during the existence of the 

Company. 

The meeting minutes mentioned in 

paragraph 1 may be produced and 

distributed in electronic form. 

distributed to each director within 20 

days after the meeting. The minutes 

shall be deemed important corporate 

records and permanently & 

appropriately preserved during the 

existence of the Company. 

The meeting minutes mentioned in 

paragraph 1 may be produced and 

distributed in electronic form. 

Article 18 (Supplementary Provisions) 

 The Rules shall be adopted by the 

BOD and shall be reported to the 

shareholders’ meeting. 

 The Rules was enacted on June 14, 

2005. 

 The first amendment was made on 

June 13, 2007. 

 The second amendment was made 

on June 14, 2013. 

Article 18 (Supplementary Provisions) 

 The Rules shall be adopted by the 

BOD and shall be reported to the 

shareholders’ meeting. 

 The Rules was enacted on June 14, 

2005. 

 The first amendment was made on 

June 13, 2007. 

 The second amendment was made 

on June 14, 2013. 

 The third amendment was made on 

June 13, 2018. 

Add the 

medication 

dates 
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【Appendix 5】 

PHIHONG TECHNOLOGY CO., LTD. 
2017 Surplus Earning Distribution / Loss Off-Setting Proposal 

 

Unit: NT$ 

Item Amount 

Accumulated Loss, beginning of year   (128,792,972) 

 less:  

Reassessment Value of the Defined Benefit Plans 

recognized in Retained Earnings  
    （6,860,375) 

Undistributed Earnings after adjustment, beginning of year  (135,653,347) 

Net Profit After Tax of the period             6,655,539 

Loss carry forwards, end of year   (128,997,808) 

Distributions:  

Dividends (Note)                           0 

Accumulated Loss, end of year        (128,997,808) 

 

Note: The net profit after tax of period was used to off-set loss as may be lawful; therefore, 

there was no statutory surplus reserve listed and no distribution of dividends. 

 

 

 

 

 

 

Chairman:  

LIN, CHUNG-MING 

President:  

LIN, CHUNG-MING 

Principal Accounting Officer:  

CHEN, CHIU-CHIN 
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【Appendix 6】 

PHIHONG TECHNOLOGY CO., LTD. 
Comparison Table for Amended “Articles of Incorporation” 

 

No. Pre-amendment Post-amendment Explanation 

Article 5: The Company is headquartered in 

Taoyuan County, Taiwan. 

Branches, offices and business 

premises may be set up at home and 

abroad, if necessary. 

The Company is headquartered in 

Taoyuan County City, Taiwan. 

Branches, offices and business 

premises may be set up at home and 

abroad, if necessary. 

Amended in line 

with the 

Company’s 

practices. 

Article 5-1: The Company’s funds may be 

loaned to others under the following 

circumstances, provided that the 

financing amount must not exceed 

40% of the company’s net worth: 

1. For intercompany or inter-

branch businesses; 

2. Where intercompany or inter-

branch short-term financing is 

necessary. 

The Company’s funds may be 

loaned to others under the following 

circumstances, provided that the 

financing amount must not exceed 

40% of the company’s net worth: 

1. For intercompany or inter-

branch businesses; 

2. Where intercompany or inter-

branch short-term financing is 

necessary. 

Adjust wordings 

Article 6: The Company’s capital is rated at 

NT$6 billion, which is divided into 

600 million shares at NT$10 per 

share; the Company authorizes the 

board of directors to issue the 

shares in batches when necessary. 

The Company may, within the 

range of total capital thereof, 

reserve 80 million shares to be 

issued as employee stock option 

certificates, bond with warrant and 

preferred shares with warrants. 

The Company’s capital is rated at 

NT$6 billion, which is divided into 

600 million shares at NT$10 per 

share; the Company authorizes the 

board of directors to issue the 

shares in batches when necessary. 

The Company may, within the 

range of total capital thereof, 

reserve 80 million shares to be 

issued as employee stock option 
certificates, bond with warrant and 

preferred shares with warrants. 

Adjust wordings 

Article 10: A shareholder may, when unable to 

attend the shareholders’ meeting for 

any reason, appoint a proxy 

pursuant to the Company Act and 

the “Regulations Governing the Use 

of Proxies for Attendance at 

Shareholder Meetings of Public 

Companies” announced by the 

competent authority to attend in 

his/her/its behalf by executing a 

power of attorney printed by the 

Company stating therein the scope 

of power authorized to the proxy 

with the shareholder’s signature 

and/or seal affixed thereto. 
The aforesaid power of attorney 

shall be delivered to the company 

five days prior to the shareholders’ 

meeting. 

A shareholder may, when unable to 

attend the shareholders’ meeting for 

any reason, appoint a proxy 

pursuant to the Company Act and 

the “Regulations Governing the Use 

of Proxies for Attendance at 

Shareholder Meetings of Public 

Companies” announced by the 

competent authority to attend in 

his/her/its behalf by executing a 

power of attorney printed by the 

Company stating therein the scope 

of power authorized to the proxy 

with the shareholder’s signature 

and/or seal affixed thereto. 
The aforesaid power of attorney 

shall be delivered to the company 

five days prior to the shareholders’ 
meeting. 

Adjust wordings 
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No. Pre-amendment Post-amendment Explanation 

Article 13: The Company has established 7 ~11 

directors and 3 supervisors for a 

term of 3 years with disposing 

capacity and eligible for reelection. 

After the Company publicly issues 

shares, the percentage of total 

number of shares held by all of its 

directors and supervisors shall be 

subject to the regulations of the 

securities regulatory authority. 

The Company has established 7 ~11 

directors and 3 supervisors for a 

term of 3 years with disposing 

capacity and eligible for reelection. 

After the Company publicly issues 

shares, the percentage of total 

number of shares held by all of its 

directors and supervisors shall be 

subject to the regulations of the 

securities regulatory authority. 

Amended in line 

with the 

Company’s 

practices. 

Article 13-1: Since the 13th session of the Board 

of Directors of the Company, at 

least 3 independent directors have 

been established and added to the 

aforesaid number of directors. 

The election of independent 

directors of the Company adopts the 

nomination system for candidates 

pursuant to Article 192-1 of the 

Company Act. The relevant matters 

concerning the acceptance and 

announcements of the nomination 

of independent director candidates 

shall be subject to the provisions of 

the Company Act, the Securities 

and Exchange Act and other 

relevant laws and regulations. 

Since the 13th session of The Board 

of Directors of the Company, at 

least 3 independent directors have 

been established and added to the 

aforesaid number of directors. 

The election of independent 

directors of the Company adopts the 

nomination system for candidates 

pursuant to Article 192-1 of the 

Company Act. The relevant matters 

concerning the acceptance and 

announcements of the nomination 

of independent director candidates 

shall be subject to the provisions of 

the Company Act, the Securities 

and Exchange Act and other 

relevant laws and regulations. 

A candidates 

nomination 

system is adopted 

for the election of 

all directors 

Article 13-2: The Company has, pursuant to 

Article 14-4 of the Securities and 

Exchange Act, established the 

Audit Committee to perform the 

duty of a supervisor prescribed by 

the Company Act, the Securities 

and Exchange Act and other 

relevant laws and regulations; 

therefore, the supervisor was duly 

dismissed on the date the Audit 

Committee was established 

pursuant to Article 14-4 of the 

Securities and Exchange Act. 

The Company has, pursuant to 

Article 14-4 of the Securities and 

Exchange Act, established the 

Audit Committee to perform the 

duty of a supervisor prescribed by 

the Company Act, the Securities 

and Exchange Act and other 

relevant laws and regulations; 

therefore, the supervisor was duly 

dismissed on the date the Audit 

Committee was established 

pursuant to Article 14-4 of the 

Securities and Exchange Act. 

Adjust wording 

and delete 

transitional 

provisions. 

Article 15: Authority of the board of directors: 

1. Convene shareholders’ 

meeting and execute its 

resolution; 

2. Determine business directions; 

3. Review important internal 

regulations and external 

contracts; 

4. Make decision on the selection 

of important candidates of the 

Company; 

5. Establish or close down a 

branch office and sales office; 

6. Review financial statements; 

7. Decide on the mortgage, sale 

or other disposal of the 

Authority of the board of directors: 

1. Convene shareholders’ 

meeting and execute its 

resolution; 

2. Determine business directions; 

3. Review important internal 

regulations and external 

contracts; 

4. Make decision on the selection 

of important candidates of the 

Company; 

5. Establish or close down a 

branch office and sales office; 

6. Review financial statements; 

7. Decide on the mortgage, sale 

or other disposal of the 

This provision 

was deleted 

because the 

authority of the 

board of directors 

is resumed back 

to that of 

prescribed by the 

Company Act, the 

SEA and related 

laws and 

regulations. 
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No. Pre-amendment Post-amendment Explanation 

company's important assets; 

8. Propose distribution of surplus 

or off-setting of loss in the 

shareholders' meeting; 

9. Decide on other important 

matters. 

company's important assets; 

8. Propose distribution of surplus 

or off-setting of loss in the 

shareholders' meeting; 

9. Decide on other important 

matters. 

(Deleted) 

Article 16: Authority of the supervisor: 

1. Review financial status of the 

company; 

2. Audit accounting books and 

documents; 

3. Other authorities vested by 

laws and regulations. 

Authority of the supervisor: 

1. Review financial status of the 

company; 

2. Audit accounting books and 

documents; 

3. Other authorities vested by 

laws and regulations. 

(Deleted) 

This provision 

was deleted 

because the 

company has 

established an 

Audit Committee 

to replace the 

supervisor's 

authority. 

Article 18: The remuneration of all directors 

and supervisors is subject to be 

authorized by the Board of 

Directors, which shall be 

determined based on the degree of 

participation and contributions of 

the directors and supervisors to the 

Company's operations as well as the 

level of remuneration normally paid 

among the industry. 

The remuneration of all directors 

and supervisors is subject to be 

authorized by the Board of 

Directors, which shall be 

determined based on the degree of 

participation and contributions of 

the directors and supervisors to the 

Company's operations as well as the 

level of remuneration normally paid 

among the industry. 

Amended in line 

with the 

Company’s 

practices. 

Article 18-1: The Company will purchase 

liability insurance for the directors, 

supervisors and Remuneration 

Committee to cover the legally 

required compensation liability for 

their scope of business during their 

terms of office. 

The Company will purchase 

liability insurance for the directors, 

supervisors and Remuneration 

Committee to cover the legally 

required compensation liability for 

their scope of business during their 

terms of office. 

Amended in line 

with the 

Company’s 

practices. 

Article 20: At the close of each fiscal year, the 

Company’s board of directors shall 

prepare the following statements 

and records and shall forward the 

same to supervisors for their 

auditing not later than 30 days prior 

to the meeting date of the annual 

general shareholders’ meeting for 

acknowledgement : 

1. The business report; 

2. The financial statements; and 

3. The Surplus Earning 

Distribution or Loss Off-Setting 

Proposals. 

At the close of each fiscal year, the 

Company’s board of directors shall 

prepare the following statements 

and records and shall forward the 

same to supervisors for their 

auditing not later than 30 days prior 

to the meeting date of a general 

meeting of shareholders present in 

the annual general shareholders’ 

meeting for acknowledgement 

pursuant to the regulatory 

procedures. 

1. The business report; 

2. The financial statements; and 

3. The Surplus Earning 

Distribution or Loss Off-Setting 

Proposals. 

Amended in line 

with the 

Company’s 

practices. 

Article 21: The Company shall distribute no 

less than 10% of its profit for the 

year as employee compensation, 

which may be distributed by stock 

or cash upon resolution adopted by 

a majority vote at a meeting of 

The Company shall distribute no 

less than 10% of its profit for the 

year as employee compensation, 

which may be distributed by stock 

or cash upon resolution adopted by 

a majority vote at a meeting of 

Amended in line 

with the 

Company’s 

practices. 
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No. Pre-amendment Post-amendment Explanation 

board of directors. The target of 

distribution includes employees of 

the Company’s subordinate 

companies who meet certain 

conditions; the Company may, upon 

resolution adopted by a majority 

vote at a meeting of board of 

directors, distribute no more than 

2% of its profit for the year as the 

directors and supervisors’ 

remuneration. The distribution of 

employee compensation and the 

directors and supervisors’ 

remuneration shall be proposed in 

the shareholders' meeting. 

However, the Company shall, if it 

still has accumulated losses, retain 

the off-setting amount first, before 

distribute the employee 

compensation and the directors and 

supervisors’ remuneration 

according to the aforesaid ratio. 

board of directors. The target of 

distribution includes employees of 

the Company’s subordinate 

companies who meet certain 

conditions; the Company may, upon 

resolution adopted by a majority 

vote at a meeting of board of 

directors, distribute no more than 

2% of its profit for the year as the 

directors and supervisors’ 

remuneration. The distribution of 

employee compensation and the 

directors and supervisors’ 

remuneration shall be proposed in 

the shareholders' meeting. 

However, the Company shall, if it 

still has accumulated losses, retain 

the off-setting amount first, before 

distribute the employee 

compensation and the directors and 

supervisors’ remuneration 

according to the aforesaid ratio. 

Article 23: The Articles of Incorporation was 

enacted on December 7, 1972. 

1st amendment on May 1, 1973. 

． 

． 

31st amendment on June 8, 2016. 

The provisions of the Articles of 

Incorporation regarding the 

establishment and requirements of 

the Audit Committee shall, in line 

with the provisions of Article 14-4 

of the Securities and Exchange Act, 

be applicable upon the expiration of 

the term of office of the current 

directors and supervisors and the 

election of new directors. On the 

date of the establishment of the 

Audit Committee, supervisor will 

be dismissed and the relevant 

provisions concerning the 

supervisor will be deleted 

accordingly. 

The Articles of Incorporation was 

enacted on December 7, 1972. 

1st amendment on May 1, 1973. 

． 

． 

31st amendment on June 8, 2016. 

The provisions of the Articles of 

Incorporation regarding the 

establishment and requirements of 

the Audit Committee shall, in line 

with the provisions of Article 14-4 

of the Securities and Exchange Act, 

be applicable upon the expiration of 

the term of office of the current 

directors and supervisors and the 

election of new directors. On the 

date of the establishment of the 

Audit Committee, supervisor will 

be dismissed and the relevant 

provisions concerning the 

supervisor will be deleted 

accordingly. 

32st amendment on June 13, 2018. 

Add amendment 

date and delete 

transitional 

provisions 
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【Annex 1】 

PHIHONG TECHNOLOGY CO., LTD. 
Rules and Procedures of Shareholders’ Meeting 

 

1. Unless relevant laws and regulations or the Company’s Articles of Incorporation provide otherwise, 

the Company’s Shareholders' Meeting (hereinafter referred to as the “Meeting”) shall be conducted in 

accordance with the Rules and Procedures of Shareholders’ Meetings. 

2. The Company shall provide a sign-in book allowing attending Shareholders or their appointed proxies 

to sign in or require attending Shareholders to submit attendance cards in lieu of signing in. The 

number of shares represented by shareholders attending the Meeting shall be calculated in accordance 

with the signing booklet or the attendance cards submitted by the shareholders. 

3. Voting at the Meeting shall be based on the number of Shares. 

4. The Meeting shall be held at the head office of the Company or at any other appropriate place that is 

convenient for the shareholders to attend. The time for commencing the said meeting shall not be 

earlier than 9 o'clock in the morning or later than 3 o'clock local time in the afternoon. 

5. The Chairman of the Board of Directors shall be the chairperson presiding at the Meeting in the case 

that the Meeting is convened by the Board of Directors. If, for any reason, the Chairman of the Board 

of Directors cannot preside at the Meeting, the Vice Chairman shall preside at the Meeting; if there is 

no Vice Chairman or the Vice Chairman is also absent or, for any reason, is unable to exercise his/her 

authority, the Chairman shall designate the Executive Directors to act on his/her behalf; if there is no 

Executive Director, one of the Directors shall be designated to act on his/her behalf; if the Chairman 

did not assign any proxy, the Executive Director or the Directors shall elect one person to act on 

his/her behalf. 

6. The Company may appoint designated counsel, CPA or other related persons to attend the Meeting. 

7. The process of the Meeting shall be tape-recorded or videotaped and these tapes shall be preserved for 

at least one year. 

8. The chairperson shall call the Meeting to order at the time scheduled for the Meeting. If the number of 

shares represented by the shareholders present at the Meeting has not yet constituted the quorum at the 

time scheduled for the Meeting, the chairperson may postpone the time for the Meeting. The 

postponements shall be limited to two times at the most and Meeting shall not be postponed for longer 

than one hour in the aggregate. If after two postponements the number of shareholders present does 

not constitute the quorum, but those present represent one-third or more of the total number of issued 

shares, a tentative resolution may be passed pursuant to Article 175 (1) of the Company Act. 

Before the end of such a meeting, if the number of Shares represented by the attending Shareholders 

has already constituted more than an aggregate of one-half (1/2) of all Shares in issue, the chairperson 
may put the tentative resolution(s) already passed to the Shareholders’ resolution again in accordance 

with Article 174 of the Company Act. 

9. The agenda of the Meeting shall be set by the Board of Directors if the Meeting is convened by the 

Board of Directors. Unless otherwise resolved at the Meeting, the Meeting shall proceed in accordance 

with the agenda. 

The above provision applies mutatis mutandis to cases where the Meeting is convened by any person, 

other than the Board of Directors, entitled to convene such Meeting. 

Unless otherwise resolved at the Meeting, the chairperson cannot announce adjournment of the 

Meeting before all the discussion items (including extraordinary motions) listed in the agenda are 

resolved. The shareholders cannot designate any other person as chairperson and continue the Meeting 

in the same or other place after the Meeting is adjourned. However, in the event that the chairperson 

adjourns the Meeting in violation of these Rules and Procedures, the shareholders may designate, by a 
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majority of votes represented by shareholders attending the Meeting, one person as chairperson to 

continue the Meeting. 

10. When a shareholder present at the Meeting wishes to speak, a Speech Note should be filled out with 

summary of the speech, the shareholder's number (or the number of Attendance Card) and the name of 

the shareholder. The sequence of speeches by shareholders should be decided by the chairperson. 

If any shareholder present at the Meeting submits a Speech Note but does not speak, no speech should 

be deemed to have been made by such shareholder. In case the contents of the speech of a shareholder 

are inconsistent with the contents of the Speech Note, the contents of actual speech shall prevail. 

Unless otherwise permitted by the chairperson and the shareholder in speaking, no shareholder shall 

interrupt the speeches of the other shareholders; otherwise the chairperson shall stop such interruption. 

11. Unless otherwise permitted by the chairperson, each shareholder shall not, for each discussion item, 

speak more than two times (each time not exceeding 5 minutes). In case the speech of any shareholder 

violates the above provision or exceeds the scope of the discussion item, the chairperson may stop the 

speech of such shareholder. 

When a proxy attends the Meeting on behalf of a corporate shareholder, the said corporate may only 

assign one representative for attendance. If a corporate shareholder designates two or more 

representatives to attend the Meeting, only one representative can speak for each discussion item. 

After the speech of a shareholder, the chairperson may respond himself/herself or appoint an 

appropriate person to respond. 

12. The chairperson may announce to end the discussion of any resolution and go into voting if the 

chairperson deems it appropriate for voting. 

The chairperson shall appoint person(s) to monitor the voting process and person(s) to count the 

ballots; and the person(s) appointed to monitor the voting process should be a shareholder. The result 

of voting shall be announced at the meeting and placed on record.  

13. Except otherwise specified in relevant laws or in the Articles of Incorporation of the Company, a 

resolution shall be adopted by a majority of the votes represented by the shareholders present at the 

Meeting. Resolutions shall be deemed adopted if no objection is voiced by any of the attending 

shareholders after solicitation by the chairperson. 

14. During the Meeting, the chairperson may, at his discretion, set time for intermission. 

15. If there is amendment to or substitute for a discussion item, the chairperson shall decide the sequence 

of voting for such discussion item, the amendment or the substitute. If any one of them has been 

adopted, the others shall be deemed vetoed and no further voting is necessary. 

The chairperson may conduct the disciplinary officers or the security guard to assist in keeping order 

of the Meeting place. Such disciplinary officers or security guards shall wear badges marked 

“Disciplinary Officers” for identification purpose. 

16. These Rules and Procedures shall be effective from the date it is approved by the Shareholders' 

Meeting. The same applies in case of revision. 
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【Annex 2】 

PHIHONG TECHNOLOGY CO., LTD. 
Articles of Incorporation 

 

Chapter 1 – General Provisions 
 

Article 1 The Company, PHIHONG TECHNOLOGY CO., LTD., was incorporated pursuant to 

provisions of the Company Act. 

 

Article 2 The Company is engaged in the following business operations: 

1. CC01010  Electric Power Supply, Electric Transmission and Power Distribution 

Machinery Manufacturing. 

2. CC01020  Electric Wires and Cables Manufacturing. 

3. CC01030  Electric Appliance and Audiovisual Electric Products Manufacturing. 

4. CC01060  Wired Communication Equipment and Apparatus Manufacturing. 

5. CC01080  Electronic Parts and Components Manufacturing. 

6. CC01110  Computers and Computing Peripheral Equipment Manufacturing. 

7. CC01990  Electrical Machinery, Supplies Manufacturing. 

8. CD01030  Automobiles and Parts Manufacturing. 

9. CD01040  Motor Vehicles and Parts Manufacturing. 

10. F108031  Wholesale of Drugs, Medical Goods. 

11. F113020  Wholesale of Household Appliance. 

12. F113070  Wholesale of Telecom Instruments. 

13. F114030  Wholesale of Motor Vehicle Parts and Supplies. 

14. F119010  Wholesale of Electronic Materials. 

15. F208031  Retail sale of Medical Equipment. 

16. F401010  International Trade. 

17. F401021  Restrained Telecom Radio Frequency Equipment and Materials Import. 

18. ZZ99999  All business items that are not prohibited or restricted by law, except those 

that are subject to special approval. 

 

Article 3  The Company is required to provide external guarantee due to the business needs. 

 

Article 4  The Company’s means of announcement shall be in accordance with Article 28 of the Company 

Act. 

 

Article 5  The Company is headquartered in Taoyuan County, Taiwan. Branches, offices and business 

premises may be set up at home and abroad, if necessary. 

 

Article 5-1  The Company’s funds may be loaned to others under the following circumstances, provided that 

the financing amount must not exceed 40% of the company’s net worth: 

1. For intercompany or inter-branch businesses; 

2. Where intercompany or inter-branch short-term financing is necessary. 

 

Article 5-2  The Company may invest in other business(es) for its business needs and may be authorized to 

be shareholder of a limited liability company upon resolution of the board of directors, and the 

investment amount shall not be subject to the constraint “not exceed 40 percent of the 

company's share capital” prescribed in Article 13 of the Company Act. 
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Chapter 2 – Shares 
 

Article 6  The Company’s capital is rated at NT$6 billion, which is divided into 600 million shares at 

NT$10 per share; the Company authorizes the board of directors to issue the shares in batches 

when necessary. 

 The Company may, within the range of total capital thereof, reserve 80 million shares to be 

issued as employee stock option certificates, bond with warrant and preferred shares with 

warrants. 

 

Article 6-1  The Company shall, when issuing employee stock option certificates with a subscription price 

that is lower than the closing price of the Company’s common stocks on the date of such 

issuance, apply for an approval by a resolution adopted, at a shareholders' meeting, by a 

majority of the shareholders present who represent two-thirds or more of the total number of its 

outstanding shares. 

 The Company shall, when transferring the stocks to employees at a price lower than the average 

repurchase price, prior to the transfer, apply for an approval by a resolution adopted, at a 

shareholders' meeting, by a majority of the shareholders present who represent two-thirds or 

more of the total number of its outstanding shares. 

 

Article 7  The share certificates of the Company shall be in registered form, and before they are issued, 

shall be affixed with the signatures or personal seals of three or more directors of the issuing 

company, and shall be duly certified or authenticated by the competent authority or a certifying 

institution appointed by the competent authority before issuance thereof pursuant to the law. 

The Company is exempted from printing any share certificate for the shares to be issued to the 

public, provided that the Company shall appoint a centralized securities custody enterprise/ 

institution to make recordation of the issue of such shares. 

 

Article 8  Registration for transfer of shares shall be suspended for a period of 60 days prior to the annual 

general meeting, thirty days before the convening date of a special shareholders meeting, or 

within five days before the date on which dividends, bonus, or other benefits are scheduled to be 

paid by the Company, pursuant to the relevant laws and regulations and the regulations of the 

competent authority. 

 

Chapter 3 – Shareholders' Meeting 
 

Article 9  Shareholders' meeting shall be of the following two kinds: regular meeting of shareholders and 

special meeting of shareholders. Regular meeting of shareholders, which shall be held at least 

once every year and convened by the board of directors within six months after close of each 

fiscal year, while special meeting of shareholders shall be held when necessary. 

 

Article 10  A shareholder may, when unable to attend the shareholders’ meeting for any reason, appoint a 

proxy pursuant to the Company Act and the “Regulations Governing the Use of Proxies for 

Attendance at Shareholder Meetings of Public Companies” announced by the competent 

authority to attend in his/her/its behalf by executing a power of attorney printed by the 

Company stating therein the scope of power authorized to the proxy with the shareholder’s 

signature and/or seal affixed thereto. 

 The aforesaid power of attorney shall be delivered to the company five days prior to the 

shareholders’ meeting. 

 

Article 11  A shareholder shall have one voting power in respect of each share in his/her/its possession, but 

the shares held by the Company itself in accordance with the laws have no voting power. 

 

Article 12  Resolutions at a shareholders' meeting shall, unless otherwise provided for in the Company Act 

and Securities and Exchange Act, be adopted by a majority vote of the shareholders present, 

who represent more than one-half of the total number of voting shares. And, pursuant to the 

competent authority’s regulations, the Company’s shareholders may exercise his/her/its voting 

power by way of electronic transmission. A shareholder who exercises his/her/its voting power 
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at a shareholders meeting by way of electronic transmission shall be deemed to have attended 

the said shareholders' meeting in person and processed pursuant to laws and regulations. 

 

Chapter 4 – Board of Directors 
 

Article 13  The Company has established 7 ~11 directors and 3 supervisors for a term of 3 years with 

disposing capacity and eligible for reelection. After the Company publicly issues shares, the 

percentage of total number of shares held by all of its directors and supervisors shall be subject 

to the regulations of the securities regulatory authority. 

 

Article 13-1 Since the 13th session of the Board of Directors of the Company, at least 3 independent 

directors have been established and added to the aforesaid number of directors. 

 The election of independent directors of the Company adopts the nomination system for 

candidates pursuant to Article 192-1 of the Company Act. The relevant matters concerning the 

acceptance and announcements of the nomination of independent director candidates shall be 

subject to the provisions of the Company Act, the Securities and Exchange Act and other 

relevant laws and regulations. 

 

Article 13-2 The Company has, pursuant to Article 14-4 of the Securities and Exchange Act, established the 

Audit Committee to perform the duty of a supervisor prescribed by the Company Act, the 

Securities and Exchange Act and other relevant laws and regulations; therefore, the supervisor 

was duly dismissed on the date the Audit Committee was established pursuant to Article 14-4 of 

the Securities and Exchange Act.  

 

Article 14 The board of directors shall, pursuant to Article 208 of the Company Act, elect a chairman to 

externally represent the company. 

 

Article 14-1  The Company shall, pursuant to Article 204 of the Company Act, calling a meeting of the board 

of directors. 

 The notice set forth in the preceding Paragraph may be effected by means of electronic 

transmission (E-mail), after obtaining a prior consent from the recipient(s) thereof. 

 

Article 15 Authority of the board of directors: 

1. Convene shareholders’ meeting and execute its resolution; 

2. Determine business directions; 

3. Review important internal regulations and external contracts; 

4. Make decision on the selection of important candidates of the Company; 

5. Establish or close down a branch office and sales office; 

6. Review financial statements; 

7. Decide on the mortgage, sale or other disposal of the company's important assets; 

8. Propose distribution of surplus or off-setting of loss in the shareholders' meeting; 

9. Decide on other important matters. 

  

Article 16 Authority of the supervisor: 

1. Review financial status of the company; 

2. Audit accounting books and documents; 

3. Other authorities vested by laws and regulations. 

 

Article 17 When the Chairman takes leave or fails to exercise his authority for any reason, his proxy shall 

deal with the situation pursuant to Article 208 of the Company Act. 

 

Article 17-1 In case a director is unable to attend a meeting of the board of directors, he/she may appoint 

another director to attend the meeting in his/her behalf, where he/she shall, in each time, issue a 

written proxy and state therein the scope of authority with reference to the subjects to be 

discussed at the meeting. 

 A director may accept the appointment to act as the proxy referred to in the preceding Paragraph 

of one other director only. 
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Article 18 The remuneration of all directors and supervisors is subject to be authorized by the Board of 

Directors, which shall be determined based on the degree of participation and contributions of 

the directors and supervisors to the Company's operations as well as the level of remuneration 

normally paid among the industry. 

 

Article 18-1 The Company will purchase liability insurance for the directors, supervisors and Remuneration 

Committee to cover the legally required compensation liability for their scope of business 

during their terms of office. 

 

Chapter 5 – Managerial Personnel 
 

Article 19 The Company has established managerial personnel but its appointment is exempted from the 

provisions provided in Article 29 of the Company Act. 

 

Chapter 6 – Accounting 
 

Article 20 At the close of each fiscal year, the Company’s board of directors shall prepare the following 

statements and records and shall forward the same to supervisors for their auditing not later than 

30 days prior to the meeting date of the annual general shareholders’ meeting for 

acknowledgement: 

1. The business report; 

2. The financial statements; and 

3. The Surplus Earning Distribution or Loss Off-Setting Proposals. 

 

Article 21 The Company shall distribute no less than 10% of its profit for the year as employee 

compensation, which may be distributed by stock or cash upon resolution adopted by a majority 

vote at a meeting of board of directors. The target of distribution includes employees of the 

Company’s subordinate companies who meet certain conditions; the Company may, upon 

resolution adopted by a majority vote at a meeting of board of directors, distribute no more than 

2% of its profit for the year as the directors and supervisors’ remuneration. The distribution of 

employee compensation and the directors and supervisors’ remuneration shall be proposed in 

the shareholders' meeting. 

 However, the Company shall, if it still has accumulated losses, retain the off-setting amount first, 

before distribute the employee compensation and the directors and supervisors’ remuneration 

according to the aforesaid ratio. 

 

Article 21-1 The Company shall, if there is surplus earning upon annual closing, pay regulatory taxes and 

off-set accumulated losses before listing 10% to the statutory surplus reserve, provided that, the 

statutory surplus reserve will no longer need to be listed if it has reached the amount equal to 

that of the Company’s paid-in capital, and the remaining balance shall be listed or reverse 

special reserve pursuant to law. The Board of Directors shall consolidate any remaining balance 

with the accumulated undistributed earnings into a Surplus Earning Distribution Proposal and 

present it in the shareholders’ meeting for a resolution on the distribution of dividends. 

 The Company’s dividend policy is based on the consideration of future cashflow requirements 

and long-term financial planning. The distribution of dividends will not be less than 50% of the 

after-tax surplus earning of the year, and cash dividend will not be less than 10% of the total 

amount of dividends distributed each year. 

 

Chapter 7 – Supplemental Provisions 
 

Article 22 The matters that are not covered in the Articles of Incorporation shall be subject to the 

provisions of the Company Act and the Securities and Exchange Act. 

 

Article 23 The Articles of Incorporation was enacted on December 7, 1972. 

 1st amendment on May 1, 1973. 

 2nd amendment on March 29, 1974. 
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 3rd amendment on November 17, 1977. 

 4th amendment on November 17, 1977. 

 5th amendment on September 18, 1979. 

 6th amendment on December 15, 1980. 

 7th amendment on June 15, 1981. 

 8th amendment on June 15, 1981. 

 9th amendment on October 29, 1983. 

 10th amendment on September 25, 1985. 

 11th amendment on November 10, 1987. 

 12th amendment on November 14, 1989. 

 13th amendment on June 17, 1990. 

 14th amendment on May 26, 1991. 

 15th amendment on January 31, 1994. 

 16th amendment on June 18, 1998. 

 17th amendment on April 26, 2000. 

 18th amendment on April 27, 2001. 

 19th amendment d on June 10, 2002. 

 20th amendment on June 10, 2002. 

 21st amendment d on June 9, 2003. 

 22nd amendment d on June 9, 2003. 

 23rd amendment on June 14, 2005. 

 24th amendment on June 13, 2008. 

 25th amendment on June 10, 2009. 

 26th amendment on June 15, 2010. 

 27th amendment on June 15, 2011. 

 28th amendment on June 19, 2012. 

 29th amendment on June 14, 2013. 

 30th amendment on June 11, 2015. 

 31st amendment on June 8, 2016. 

 

 The provisions of the Articles of Incorporation regarding the establishment and requirements of 

the Audit Committee shall, in line with the provisions of Article 14-4 of the Securities and 

Exchange Act, be applicable upon the expiration of the term of office of the current directors 

and supervisors and the election of new directors. On the date of the establishment of the Audit 

Committee, supervisor will be dismissed and the relevant provisions concerning the supervisor 

will be deleted accordingly. 
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【Annex 3】 

PHIHONG TECHNOLOGY CO., LTD. 
Rules and Procedures of Board of Directors Meeting 

 

Article 1 (Basis for Adoption of The Rules) 

 To establish for the Board of Directors (“BOD”) of the Company a strong governance system, to equip 

the BOD with sound supervisory functions, and to strengthen management capabilities, these Rules and 

Procedures for Board of Directors Meetings (“Rules”) are adopted pursuant to Article 2 of the 

“Regulations Governing Procedure for Board of Directors Meetings of Public Companies”. 

 

Article 2 (Scope of the Rules) 

 The Rules are intended to govern the BOD meetings’ main agenda coverage, working procedures, 

required content of meeting minutes, public disclosure, and other compliance requirements. The BOD 

meeting shall be conducted in accordance with the Rules. 

 

Article 3 (Convening and Notice of the BOD Meetings) 

 The BOD meetings shall be held at least quarterly. 

 A notice with reasons for convening a BOD meeting shall be delivered to each director and supervisor at 

least 7 days prior to the meeting. In case of emergency, however, a BOD meeting can be called on shorter 

notice.  

 The notice can be delivered by means of electronic transmission with the prior consent of the directors. 

 Any matter set forth under Paragraph 1, Article 12 herein, shall be specified in the notice of the meeting 

and shall not be raised by an extraordinary motion, with the exceptions of emergency or for a legitimate 

reason. 

 

Article 4 (Meeting Notification and Meeting Materials) 

 The designated unit shall draft meeting agenda, prepare sufficient meeting materials, and deliver them 

together with the notice. If a director is of the opinion that the meeting materials are insufficient, the 

director may request supplemental information. If a director is of the opinion that materials concerning 

any proposal are insufficient, the deliberation of such proposal may be postponed by a resolution of the 

BOD. 

 

Article 5 (Preparation of Attendance Book and Other Documents and Director’s Attendance by Proxy) 

 An attendance book shall be prepared for sign-in by attending directors, which shall be made available for 

future references. 

 Directors shall attend BOD meetings in person. A director unable to attend in person may appoint another 

director to attend the meeting in his or her place in accordance with Articles of Incorporation of the 

Company. Attendance via videoconference shall be deemed as attendance in person. 

 A Director may appoint another director to attend the meeting in his/her behalf, where he/she shall, in 

each time, issue a written proxy and state therein the scope of authority with reference to the subjects to 

be discussed at the meeting. 

 A director may accept the appointment to act as the proxy referred to in the preceding 2 paragraphs of one 

other director only. 

 

Article 6 (Guidelines for Time and Place of a BOD Meeting) 

 A BOD meeting shall be held at the premises and during the business hours of the Company, or at a place 

and time convenient for all directors to attend and suitable for holding BOD meetings. 

 

Article 7 (Chairperson of the BOD Meetings and its Proxy) 

 BOD meetings shall be convened and presided by the Chairman. However, for the first meeting of each 

newly elected BOD, it shall be called and presided by the director who received votes receiving the most 

votes in the election. The meeting chairperson is served by the convener. If two or more directors are so 

entitled to convene the meeting, they shall elect among themselves one director to serve as chairperson. 

 If, for any reason, the Chairman cannot exercise his/her authority, the Vice Chairman shall exercise on 

his/her behalf; if there is no Vice Chairman or the Vice Chairman is also absent or, for any reason, is 

unable to exercise his/her authority, the Chairman shall designate the Executive Directors to act on his/her 

behalf; if there is no Executive Director, one of the Directors shall be designated to act on his/her behalf; 
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if the Chairman did not assign any proxy, the Executive Director or the Directors shall elect one person to 

act on his/her behalf.  

 

Article 8 (BOD Meeting Reference Materials, Guests to the Meeting and Convening the BOD Meeting) 

 When a BOD meeting is held, the meeting administrative office shall furnish the attending directors with 

relevant materials for reference.  

 As merited by the content of a proposal to be discussed in a BOD meeting, personnel from relevant 

departments or a subsidiary may be notified to attend as non-voting participants. When necessary, 

certified public accountants (“CPAs”), attorneys, or other professionals retained by the Company may 

also be invited to attend the meeting as non-voting participants to make explanatory statements, provided 

that they shall leave the meeting when deliberation or voting takes place and re-joining the meeting when 

further explanation is required. 

 The Chairman shall call the BOD meeting to order at the pre-determined meeting time and when more 

than half of the directors are present. If half of all directors are not present at the pre-determined meeting 

time, the chairperson may announce to postpone the meeting g, provided that no more than two 

postponements and not more than 1 hour in total may be made. If the quorum is still not met after two 

postponements, the chairperson shall reconvene the meeting in accordance with the procedures prescribed 

in Paragraph 2 of Article 3 hereof. 

 The “all directors” as used in the preceding paragraph and Subparagraph 2, Paragraph 2 of Article 16 

hereof referred to the incumbent Directors at that time. 

 

Article 9 (Audio or Video Recordings of the BOD Meeting Retained as Evidence) 

 Proceedings of a BOD meeting shall be recorded in their entirety in audio or video, and the recording 

shall be retained for a minimum of 5 years. The record may be retained in electronic form. 

 If any litigation arises with respect to a resolution of a BOD meeting before the end of the retention 

period of the preceding paragraph, the relevant audio or video record shall be retained indefinitely despite 

the preceding provision. 

 Where a BOD meeting is held by videoconference, the audio or video documentation of the meeting 

constitutes part of the meeting minutes and shall be retained for the duration of the existence of this 

Company. 

 

Article 10 (Meeting Agenda) 

 Agenda for regular BOD meetings shall include at least the following: 

1. Matters to be reported: 

(1) Minutes of the last meeting and action taken; 

(2) Important financial and business reports; 

(3) Internal audit reports; and 

(4) Other important reports. 

2. Matters to be discussed: 

(1) Items for continued discussion from the last meeting; and 

(2) Items for discussion at this meeting. 

3. Extraordinary motions 

 

Article 11 (Proposal Discussion) 

 A BOD meeting shall follow the agenda given in the meeting notice. However, the agenda may be 

changed with the approval of a majority vote by the directors attending. 

 The chairperson may not dismiss meeting agenda and extraordinary motions without the consent of a 

majority of the Directors present at the meeting. 

 At any time during the BOD meeting, if the number of directors sitting at the meeting does not constitute 

a majority of the attending directors, upon the motion by a director sitting at the meeting, the chairperson 

shall declare a suspension of the meeting, in which case Paragraph 3 of Article 8 hereof shall apply. 

 

Article 12 (Matters to be Discussed at the BOD Meeting) 

 The matters listed below shall be raised for discussion at a BOD meeting: 

1. The Company’s operating plan; 

2. Annual and semi-annual financial reports, with the exception of semi-annual financial reports that 

are not required under relevant laws and regulations to be audited and attested by a CPA; 

3. Adoption or amendment of an internal control system pursuant to Article 14-1 of the Securities and 

Exchange Act (hereinafter referred to as the SEA); 

4. Adoption or amendment, pursuant to Article 36-1 of SEA, of any handling procedures for material 

financial or business transactions, such as the acquisition or disposal of assets, derivatives trading, 

loans of funds to others, and endorsements or guarantees for others; 

5. The offering, issuance, or private placement of equity-type securities; 
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6. The appointment or discharge of a financial, accounting, or internal audit officer;  

7. A donation to a related party or a major donation to a non-related party, provided that a public-

interest donation for disaster relief for a major natural disaster may be submitted to the next BOD 

meeting for retroactive recognition; and 

8. Any matter that, under Article 14-3 of SEA or any other law, regulation, or bylaw, must be approved 

by a resolution of a shareholders meeting or BOD meeting, or any material matter as may be 

prescribed by the competent authority. 

The term "related party" in subparagraph 7 of the preceding paragraph means a related party as defined 

in the “Regulations Governing the Preparation of Financial Reports by Securities Issuers”. The term 

"major donation to a non-related party" means an individual donation, or cumulative donations within 

a 1-year period to a single recipient, at an amount of NTD100 million or more, or at an amount equal to 

or greater than 1 percent of net operating revenue or 5 percent of paid-in capital as stated in the CPA-

audited financial statements of the most recent year. (In the case of a foreign issuer whose shares have no 

par value or a par value other than NT$10, 2.5 percent of shareholders' equity shall be substituted for the 

calculation of the amount equal to 5 percent of paid-in capital required under this paragraph.). 

 The term "within a 1-year period" in the preceding paragraph means a period of 1 year calculated 

retroactively from the date on which the current BOD meeting is convened. Amounts already submitted 

to and passed by a resolution of the board are exempted from inclusion in the calculation. 

 With respect to a matter that, under Article 14-3 of SEA, must be approved by resolution at a BOD 

meeting, any and all independent directors of the Company shall attend the meeting in person or shall not 

appoint another non-independent director to attend the meeting as proxy. If an independent director 

objects to or expresses reservations on such a matter, it shall be recorded in the meeting minutes. If an 

independent director intends to express an objection or reservation but is unable to attend the meeting in 

person, unless there is a legitimate reason to do otherwise, that director shall issue a written opinion in 

advance, which shall be recorded in the meeting minutes. 

 

Article 13 (Voting (1)) 

 When the chairperson at a BOD meeting is of the opinion that a proposal has been discussed sufficiently 

to put it to a vote, the chairperson may announce the discussion closed and call for a vote. When a 

proposal comes to a vote, if no attending director voices an objection following an inquiry by the 

chairperson, the proposal will be deemed as approved. If there is an objection following an inquiry by the 

chairperson, the proposal shall be brought to a vote. 

 Voting method for proposals at a BOD meeting shall be selected by the chairperson from below, provided 

that when an attending director has an objection, the chairperson shall seek the opinion of the majority to 

make a decision: 

1. A show of hands or a vote by voting machine. 

2. A roll call vote. 

3. A vote by ballot. 

4. A vote by a method selected at the Company’s discretion. 

 

Article 14 (Voting (2), and Scrutinizing Ballots and How Ballots are Counted) 

 Except where otherwise provided by the Securities and Exchange Act and the Company Act, the passage 

of a proposal at a BOD meeting shall require the approval of a majority of the attending directors at a 

BOD meeting attended by a majority of all directors. 

 When there is an amendment or alternative proposal, the chairperson shall present the amended or 

alternative proposal together with the original proposal and decide on the order in which they will be put 

to a vote. If any one of them is passed, the other proposals shall then be deemed rejected, and no further 

voting on them shall be required. 

 If a vote on a proposal requires monitoring and counting personnel, the chairperson shall appoint such 

personnel, providing that all monitoring personnel shall be directors. 

 Voting results shall be made known on-site immediately and recorded in writing. 

 

Article 15 (Director’s Avoidance of Conflict of Interest) 

 If a director or a juristic person that the director represents is an interested party in relation to an agenda 

item, the director shall state the important aspects of the interested party relationship at the respective 

meeting. When the relationship is likely to prejudice the interest of the Company, that director may not 

participate in discussion or voting on that agenda item and shall recuse himself or herself from the 

discussion or the voting on the item and may not exercise voting power as proxy for another director. 

 Where a director is prohibited by the preceding paragraph from exercising voting power with respect to a 

resolution at a BOD meeting, the provisions of paragraph 2, Article 180 of the Company Act apply 

mutatis mutandis in accordance with paragraph 2, Article 206 of the same Act. 

 

Article 16 (Meeting Minutes and Signature) 
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 Discussions at a BOD meeting shall be recorded in the meeting minutes, and the minutes shall fully and 

accurately state the matters listed below: 

1. The meeting session (or year) and the time and place of the meeting; 

2. The name of the chairman; 

3. The directors' attendance at the meeting, including the names and the number of directors in 

attendance, excused, and absent; 

4. The names and titles of those attending the meeting as non-voting participants; 

5. The name of the minute taker; 

6. The matters reported at the meeting; 

7. Agenda items: the method of resolution and the result for each proposal; a summary of the 

comments made by directors, supervisors, experts, or other persons; the name of any director that is 

an interested party as referred to in paragraph 1 of the preceding article, an explanation of the 

important aspects of the interest, the reasons why the director was required or not required to recuse, 

and the status of their recusal; opinions expressing objections or reservations at the meeting that 

were included in records or stated in writing; and any opinion issued in writing by an independent 

director pursuant to Paragraph 2, Article 12. 

8. Extraordinary motions: The name of the mover, the method of resolution and the result, a summary 

of the comments of any director, supervisors, expert, or other person; the name of any director that is 

an interested party as referred to in paragraph 1 of the preceding Section, an explanation of the 

important aspects of the interest, the reasons why the director was required or not required to recuse, 

and the status of their recusal; and their objections or reservations and any recorded or written 

statements. 

9. Other matters required to be recorded. 

The occurrence of any of the following circumstances, with respect to a resolution passed at a BOD 

meeting, shall be stated in the meeting minutes and shall be publicly announced and filed on the website 

of the Market Observation Post System designated by the Financial Supervisory Commission, Executive 

Yuan, within 2 days from the date of the meeting: 

1. Any objection or reservations by an independent director in writing; 

2. A resolution is adopted with the approval of two-thirds or more of all directors, without having been 

passed by the audit committee of the Company. 

The attendance book constitutes part of the minutes for each BOD meeting and shall be retained for the 

duration of the existence of the Company. 

The minutes of a BOD meeting shall bear the signature or seal of both the chairperson and the minute 

taker, and a copy of the minutes shall be distributed to each director within 20 days after the meeting. The 

minutes shall be deemed important corporate records and permanently & appropriately preserved during 

the existence of the Company. 

The meeting minutes mentioned in paragraph 1 may be produced and distributed in electronic form. 

 

Article 17 (Guidelines for Authorization by the Board of Directors) 

 Except for the matters required to be submitted for board discussions under Paragraph 1 of Article 12, 

when the BOD appoints a party without a BOD meeting to exercise the powers of the board in accordance 

with applicable laws and regulations or the Company’s Articles of Incorporation, the levels of such 

delegation and the content or matters it covers shall be definite and specific, and carried out in accordance 

with the following principle: 

1. Examining the Company’s accounting system, financial position and financial reporting procedures; 

2. Communicating with the CPA of the Company; 

3. Evaluating performance of the internal audit staff and their works; 

4. Evaluating the internal control of the Company; 

5. Evaluating, reviewing and supervising various existing or potential risks of the Company; 

6. Reviewing the compliance of the Company; 

7. Reviewing the transactions involving Director’s avoidance of conflict of interest in the exercise of 

voting power as prescribed in Article 32 hereof, inter alias significant transactions with affiliated 

person, acquisition or disposition of assets, derivative products transactions, lending of capital, 

endorsement for third party, or provision of guarantee, and establishment of a company for purpose 

of investing, etc.; 

8. Evaluating the qualification of CPA and nominate appropriate candidates. 

 

Article 18 (Supplementary Provisions) 

 The Rules shall be adopted by the BOD and shall be reported to the shareholders’ meeting. 

 The Rules was enacted on June 14, 2005. 

 The first amendment was made on June 13, 2007. 

 The second amendment on was made on June 14, 2013. 
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【Annex 4】 

Relevant information on the Board-authorized profit distribution 

proposal and the employee compensation & directors’ remuneration 

proposal pending for resolution on Shareholders’ meeting 
 

 

1. The Company shall distribute no less than 10% of its profit for the year as employee compensation, 

which may be distributed by stock or cash upon resolution adopted by a majority vote at a meeting 

of board of directors. The target of distribution includes employees of the Company’s subordinate 

companies who meet certain conditions; the Company may, upon resolution adopted by a majority 

vote at a meeting of board of directors, distribute no more than 2% of its profit for the year as the 

directors and supervisors’ remuneration. The distribution of employee compensation and the 

directors and supervisors’ remuneration shall be proposed in the shareholders' meeting. 

 

However, the Company shall, if it still has accumulated losses, retain the off-setting amount first, 

before distribute the employee compensation and the directors and supervisors’ remuneration 

according to the aforesaid ratio. 

 

The Company shall, if there is surplus earning upon annual closing, pay regulatory taxes and off-set 

accumulated losses before listing 10% to the statutory surplus reserve, provided that, the statutory 

surplus reserve will no longer need to be listed if it has reached the amount equal to that of the 

Company’s paid-in capital, and the remaining balance shall be listed or reverse special reserve 

pursuant to law. The Board of Directors shall consolidate any remaining balance with the 

accumulated undistributed earnings into a Surplus Earning Distribution Proposal and present it in the 

shareholders’ meeting for a resolution on the distribution of dividends. 

 

The Company’s dividend policy is based on the consideration of future cashflow requirements and 

long-term financial planning. The distribution of dividends will not be less than 50% of the after-tax 

surplus earning of the year, and cash dividend will not be less than 10% of the total amount of 

dividends distributed each year. 

 

2. The Company’s 2017 net profit after tax was NT$6,655,539, but after making up for the 

accumulated loss (NT$128,792,972) from the opening balance at the beginning of the period and 

recognizing the deduction of defined benefit plans reassessment value of the period (NT$6,860,375) 

in retained earnings, the accumulated loss carried forward at the end of the period is 

NT$128,997,808. Therefore, there will be no distribution of dividends.  
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【Annex 5】 

The impact of the stock grants on the company's business 

performance, earnings per share and shareholder’s return on 

investment to be proposed in this shareholders’ meeting 
 

Unit: NT$ 

Year  

Item 
Year 2018 

(estimated) 

Paid-in capital, beginning of year 3,376,884,160  

Share / divided 

allocation of 

the year 

Cash dividend per share Note 1 

Retained Earnings Transferred to common stock  Note 2 

Capital surplus transferred to common stock Note 2 

Changes in 

operating 

performance 

Operating income  

Note 3 

Changes in operating profit over the same periods  

Net profit after tax  

Changes in net profit after tax over the same periods 

Earnings per share  

Changes in earnings per share over the same periods 

average annual return on investment (average annual P/E ratio) 

Proposed 

earnings per 

share and P/E 

ratio 

If cash dividend is adopted in replacement of 

retained earnings transferred to common stock  

Proposed earnings per share  

Proposed average annual return on 

investment 

If no capital surplus transferred to common stock 

is adopted (Note1) 

Proposed earnings per share  

Proposed average annual return on 

investment 

If no capital surplus transferred to common stock 

is adopted and cash dividend is adopted in 

replacement of retained earnings transferred to 

common stock (Note1) 

Proposed earnings per share  

Proposed average annual return on 

investment 

 

Note:  1. The 2017 net profit after tax of period was used to off-set loss as may be lawful; therefore, there 

was no statutory surplus reserve listed and no distribution of dividends. 

Note:  2. There are no retained earnings transferred to common stock or capital surplus transferred to 

common stock adopted for the period. 

Note:  3. This is not applicable because, according to “Regulations Governing the Publication of 

Financial Forecasts of Public Companies”, the Company did not submit 2018 Financial Forecast.  
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【Annex 6】 

PHIHONG TECHNOLOGY CO., LTD. 
Status of the Number of Shares Held by Directors 

 

1. The Company’s paid-in capital is NT$3,376,884,160; total number of shares issued are 337,688,416 

shares. 

2. As of the suspended transferring date of this shareholders' meeting (April 15, 2018), each and all 

directors' shareholding status recorded in the shareholders’ list are listed in the schedule below pursuant 

to the criteria prescribed in Article 26 of the Securities and Exchange Act. 

 

Title Name Shareholding (shares) 
Proportion to total number 

of shares issued (%) 

Chairman LIN, CHUNG-MING 51,702,063 15.31% 

Director  CHIEN SU-NU 3,813,236 1.13% 

Director YANG, SHIH-HSIUNG 4,662 0.00% 

Director WANG, CHIA-KOUN 0 0.00% 

Director CHOU, MING-CHIH 0 0.00% 

Director CHIANG, WEI-FENG 0 0.00% 

Director CHOU, DAH-JEN 0 0.00% 

Director 

Kuan Feng Investment Ltd. 

Representative: LIN, YANG-

HUNG 

3,034,905 0.90% 

Independent 

Director 
HUNG, YU-YUAN 0 0.00% 

Independent 

Director 
LIN, KUEI-HUNG 20,578 0.01% 

Independent 

Director 
CHANG, HSIEN-TA 0 0.00% 

Total number of directors 58,575,444 17.35% 

 

Note:  Since 14 June 2017, the Audit Committee has been responsible for the enforcement of the authority 

of the supervisor as required by relevant laws and regulations. Therefore, there are no applicable 

statutory shares held by the supervisor(s). 
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