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Summary Analysis of the Appraisal Right in Taiwan

The appraisal right as provided in the company-related laws in Taiwan has its unique features

compared to that of other countries or jurisdictions. We hereby explain the laws and

regulations relevant to the appraisal rights as provided for in the Company Act, the Business
Mergers and Acquisitions Act, and the Financial Holding Company Act, including the
constituent elements and the procedural requirement of the appraisal right, as well as
important administrative rulings and court decisions related thereto.

I. The Types of Appraisal Rights

An appraisal right will be exercised by a shareholder of a company limited by shares in
the following five categories:

Type A:

Type B:

Type C:

The appraisal right can be exercised in the event that a corporation performs
major operation activities that will materially change the course of business of
the corporation pursuant to Article 185 of the Company Act.  For example: In
November 2012, Team Pro Securities Co., Ltd. (I E =550 BPR A E])
transferred all of its business and assets to Yuanta Securities Co., Ltd. T K&
ARG A PR/ E]).  This transaction constitutes a major operation
activity of Team Pro Securities Co., Ltd. as set forth in Article 185 of the
Company Act. Thus, the shareholders of Team Pro Securities Co., Ltd.
opposing such transaction may exercise the appraisal right.

The appraisal right can be exercised in the event that a corporation is to be split
up or to be consolidated or merged with another company pursuant to Article
317 of the Company Act (including the short-form merger pursuant to Article
317 of the Company Act). For example: In March 2014, the special
shareholders' meeting of LCY Chemical Corp. (B2 LE TR AREA
&]) passed a resolution to divide its rubber business division (in Taiwan) to its
existing subsidiary, Global Rubber Corp. (GEERIE (DA TE /Y E]), which is
100% owned by LCY Chemical Corp. The shareholders of LCY Chemical
Corp. opposing such transaction may exercise the appraisal right.

The appraisal right can be exercised in the event that a company engages in
mergers/consolidations and acquisitions (including mergers, consolidations,
divisions and acquisitions) pursuant to Article 12 of the Business Mergers and
Acquisitions Act (including the short-form merger pursuant to Article 19 of the



same Act). For example: In August 2014, Powertech Technology Inc. (J75%
RS A TE 2 E]) announced that it will perform a short-form merger as
provided for by Article 19 of the Business Mergers and Acquisitions Act and it
will merge Macrotech Technology Inc. (B2 FEHS IR AR /A E]). The
shareholders of Macrotech Technology Inc. opposing such transaction may
exercise the appraisal right.

Type D: The appraisal right can be exercised in the event that a company, in the course
of merger/consolidation and acquisitions, attempts to amend its Articles of
Incorporation to prescribe restrictions on the transfer or pledge of shares it
issued pursuant to Article 11 of the Business Mergers and Acquisitions Act.
For example: In the examples listed above in Type A through Type C, if any of
the companies amend its Articles of Incorporation to prescribe restrictions on
the transfer or pledge of shares of the company, the company's shareholders
opposing the amendment of the Articles of Incorporation may exercise the
appraisal right.

Type E: The appraisal right can be exercised in the events that (1) transfer of business
pursuant to Article 24 of the Financial Holding Company Act, (2) share swap
pursuant to Article 26 of the Financial Holding Company Act, (3) a short-form
merger is to be performed by a subsidiary of a financial holding company
pursuant to Article 32 of the Financial Holding Company Act and (4) when a
split-up is be performed by a subsidiary of a financial holding company
pursuant to Article 33 of the same Act. For example: A subsidiary of a
financial holding company decides to conduct a short form merger with its own
subsidiary, the issued shares of which is more than 90% held by the financial
holding company's subsidiary. The shareholders of merged company
opposing such transaction may exercise the appraisal right.

I1. The Constituent Elements for the Appraisal Right
Shareholders of company limited by shares may not exercise their appraisal rights until
certain requirements are met. Below please find our explanation on such requirements

for the said five categories:

(1) In Type A, a shareholder may not exercise his/her/its appraisal right unless he/she/it
serves a written notice in writing to the company expressing his/her/its

intention to object to the major operation activities that will materially change
the course of business of the company prior to the adoption of a resolution at a
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shareholders' meeting, and raises his/her/its objection at the shareholders'
meeting. (Please see Article 186 of the Company Act).

(11 In Type B and Type C (when a company engages in mergers/consolidations and
acquisitions), a shareholder may not request the company to buy back all of
his/her/its shares at the then prevailing fair price unless he/she/it has expressed
his/her/its objection, in writing or verbally with a record before or during the
meeting and waived his/her/its voting right (Please refer to Article 12 of the
Business Mergers and Acquisitions Act). Please note that:

1. If the company performs the merger pursuant to Paragraph 6, Article 18 of the
Business Mergers and Acquisitions Act, which is the so-called “asymmetric

merger” wherein the number of shares issued as a result of the
merger/consolidation will not exceed 20% of the total number of issued voting
shares of the surviving company and the total amount of cash or the total value
of the assets delivered to the shareholders of the dissolved company will not
exceed 2% of the net value of the surviving company, then the shareholders of
the surviving company may not exercise an appraisal right.

2. If the company performs the short-form merger pursuant to Article 316-2 of the
Company Act and in Article 19 of the Business Mergers and Acquisitions Act,
then only a board of directors meeting rather than a shareholders’ meeting will
be held, and therefore the shareholder has no way to express his objection before
or during the (shareholders’) meeting, and so after adoption of the resolution
by the board of directors of the subsidiary company, a notice shall be given
to each of its shareholders and shall state therein that any shareholder who
has an objection against that resolution may, within 30 days or a longer
period, submit a written objection requesting the subsidiary company to
redeem, at a fair price, the shares of the subsidiary company he holds.
Only those shareholders who act accordingly may exercise the appraisal right
thereafter. Please note that the shareholders of the controlling company do not
have an appraisal right.

(1) In Type D, where a company, in the course of merger/consolidation and
acquisitions, attempts to amend its Articles of Incorporation to impose restrictions
on transfer or pledge of the shares it issued, the applicable rules are the same as the
general rules set forth in (11) above. A shareholder may not request the company
to buy back all of his/her/its shares at the then prevailing fair price unless he/she/its
has expressed his/her/its objection, in writing or verbally with a record before
or during the meeting and waived his/her/its voting right.




(IV) In Type E:

1. In a short-form merger to be performed by a subsidiary of a financial holding
company (Article 32 of the Financial Holding Company Act), only a board of
directors meeting rather than a shareholders’ meeting will be held, and therefore
after adoption of the resolution by the board of directors of the subsidiary
company, a notice shall be given to each of its shareholders and shall state
therein that any shareholder who has an objection against that resolution
may, within 30 days or a longer period, submit a written objection
reguesting the subsidiary company to redeem, at a fair price, the shares of
the subsidiary company he/she/it holds. Only those shareholders who act
accordingly may exercise the appraisal right thereafter.

2. In a split-up to be performed by a subsidiary of a financial holding company
(Article 33 of the Financial Holding Company Act), if the whole or any essential
part of the subsidiary's business or assets will be transferred, then Article 185
through Article 188 of the Company Act shall be applied mutatis mutandis, and
therefore the procedures described in (1) above shall be followed before the
shareholder could exercise his/her/its appraisal right.

3. If the whole or any essential part of a company's business or assets will be
transferred, then Article 185 through Article 188 of the Company Act shall be
applied mutatis mutandis, and therefore the procedures described in (I) above
shall be followed before the shareholder could exercise his/her/its appraisal
right.

4. In the case of a share swap, Paragraph 1, Article 317 of the Company Act shall
be applied mutatis mutandis.

I11. Procedural Requirements in Exercising the Appraisal Right

(I) Even if a shareholder had served a notice in writing to the company expressing
his/her/its intention to object to the major operation activities that will
materially change the course of business of the company prior to the adoption
of a resolution at a shareholders' meeting, he/she/it still has to raise his/her/its
objection at the shareholders' meeting, or otherwise he/she/it may not exercise
his/her/it appraisal right. (Ruling of the Ministry of Economic Affairs
("MOEA"), reference number: Jing-Shang-Zi-09200524540 dated March 24, 2003)

(1) Regarding whether a shareholder must waive his/her/its voting right before he/she/it
could exercise his/her/its appraisal right or he/she/it may otherwise positively cast
his/her/it vote against the proposal without affecting his/her/its appraisal right, the
court decision and the administrative ruling are divided:



1. A Supreme Court judgment (reference number: 89-Tai-Kang-Zi-348) holds that:
"Paragraph 1, Article 317 of the Company Act provides that a shareholder may
waive his or her voting right to execute to his or her appraisal right, but the
Company Act does not requires the shares with voting right waived be deducted
from the total number of the company's outstanding shares, therefore the shares
with voting right waived are still counted as the company's outstanding shares.
Therefore, a shareholder who is against the merger/consolidation may, in
addition to express his or her objection in writing or verbally with a record, cast
his or her votes to express his or her disagreement on the merger/consolidation.
The legislative intent could be seen by the literal reading of Article 317 of the
Company Act, which stipulates that "a shareholder 'may’ waive" rather than "a
shareholder 'should’ or 'must’ waive™ and the dissenting shareholder of course
will cast his or her votes against the merger/consolidation. Therefore, even if a
shareholder cast his or her votes against the merger/consolidation resolution, he
or she may still request the company to buy back all of his shares at the then
prevailing fair price.

2. The Business Mergers and Acquisitions Act was promulgated in 2002 and the
various subparagraphs of Article 12 of the Act require that the appraisal right
could be exercised "... if a shareholder ‘waives' his voting right..." rather than
"...a shareholder 'may waive' his voting right..." (as is provided for in Article
317 of the Company Act). The ruling of the MOEA (reference number:
Jing-Shang-Zi-09602431140 dated December 13, 2007) stipulates that: "Where a
company engages in a merger/consolidation, a dissenting shareholder shall
express his objection, in writing or verbally with a record before or during the
meeting. In addition, he must waive his voting right (or otherwise he could not
exercise his appraisal right)." The shareholder who waives his voting rights
may not cast his votes. In this case, Paragraph 2, Article 180 of the Company
Act shall be applied by analogy, and therefore the voting rights which have been
waived shall not be counted in the number of votes of shareholders present at the
meeting. However, a specific case should be subject to the judicial review on a
case-by-case basis.

The abovementioned MOEA ruling provides that "The voting rights which have
been waived shall not be counted in the number of voting rights of shareholders
present at the meeting." However, this ruling may lead to the result that the
minority shareholders in a corporation may exclude the majority shareholders and
pass a resolution regarding mergers/consolidations and acquisitions of the
corporation. In this regard, whether the legal opinion interpreted in this



administrative ruling will be upheld in court is subject to further review by the
court.

(1) In situation 11. (I1) mentioned above, if a shareholder owns the common shares and
the preferred shares of the company at the same time, the voting rights of both
kinds of shares shall be waived all together. (MOEA ruling, reference number
Jing-Shang-Zi-10002017840 dated March 16, 2011)

(IV) The company-related laws in Taiwan do not specifically exclude the appraisal

right of shareholders of stock of companies listed in a stock exchange or in the

over-the-counter market. Therefore, even if the shareholder of such stocks
may sell the stocks in a centralized securities exchange market, he may still
exercise his appraisal right and sell the stocks to the company. In this
situation, the sale of the stocks is not subject to the rule stipulated in Article 150 of
the Securities and Exchange Act, which states that "The trading of listed securities
shall be conducted on a centralized securities exchange market operated by a stock
exchange." (The Securities and Futures Commission, Ministry of Finance ruling,
reference number Tai-Cai-Zheng-San-0920129564 dated August 15, 2003)

(V) The company shall purchase all the stocks owned by the dissenting shareholders,
rather than only part of the stocks owned by him. (MOEA ruling, reference
number Jing-Shang-Zi-09202222990 dated November 4, 2003)

(V1) The shareholders' appraisal right triggered by a company's engagement in
mergers/consolidations is an absolute right in order to protect the shareholders'
benefits. The company is required to purchase the stocks correspondingly
regardless of whether there are any difficulties in the company's operation.
(MOEA ruling, reference number: Jing-Shang-Zi-05674 dated March 2, 1988)

IV. The Methods of Exercising the Appraisal Right and the Determination of the
Purchase Price

() In order to exercise the appraisal rights of Type A as mentioned above, the
shareholders shall tender their requests in writing within 20 days after the adoption
of resolution under Article 185 of the Company Act, stating therein the kinds and
number of shares. In case an agreement on the price of shares is reached between
the shareholder and the company, the company shall pay for the shares within 90
days from the date on which the resolution was adopted. In case no agreement is
reached within 60 days of the date on which the resolution was adopted, the
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shareholder may, within 30 days from the date on which the said 60-day period
expired, apply to court for a ruling on the price.

(1) In order to exercise the appraisal rights of Type B, Type C and Type D as
mentioned above, the procedure is essentially the same as that delineated in (1)
above, since Article 187 of the Company Act shall be applied mutatis mutandis in
situations stipulated in Article 12 of the Business Mergers and Acquisitions Act.
The last sentence of Paragraph 2 of the said Article 12 provides that, for any
summary merger/consolidation proceeded under Article 19, the date as resolved by
the Board of Directors shall be the reference date for any transaction (because there
is no shareholders' meeting in this situation). Paragraph 2 and 3 of Article 19 of
the Business Mergers and Acquisitions Act stipulate that "after adoption of the
resolution by the board of directors (of the subsidiary company), a notice shall be
given to each of its shareholders and shall state therein that any shareholder who
has an objection against that resolution may, within 30 days or a longer period,
submit a written objection requiring the company to purchase his shares at a fair
price. This schedule is the same as that provided for in Article 316-2 of the
Company Act, but the schedule stipulated in Paragraph 3, Article 32 of the
Financial Holding Company Act seems more reasonable (please see below for
further explanation).

(111 In order to exercise the appraisal rights of Type E as mentioned above, the
procedure is essentially the same as that delineated in (I) above, since Article 187
of the Company Act shall be applied mutatis mutandis in situations stipulated in
Acrticle 32 and Article 33 of the Financial Holding Company Act. Please note that,
regarding a short-form merger conducted by a subsidiary of a financial holding
company, Paragraph 3, Article 32 of the Financial Holding Company Act stipulates
that "Dissenting shareholders may, upon request made in writing within twenty
days from the expiry of the above dissent period, state therein the type and number
of shares and request the respective companies to buy back their shares at the
prevailing fair value." The 20-day period begins after the expiry of the dissent
period notified by the board of directors in Paragraph 3, Article 32 of the Financial
Holding Company Act, which seems to be more refined and reasonable than
Paragraphs 2 and 3 of Article 19 of the Business Mergers and Acquisitions Act and
Paragraph 2, Article 316-2 of the Company Act.

(1V) Regardless of the type of the appraisal rights, the price of the stocks shall follow
the principle of "Agreement comes before court rulings,” and the fair market price

shall be used as a reference. Regarding the determination of the fair market price,
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there is no uniform standard developed in court practice and many factors shall be

taken into consideration.

Moreover, there are some court decisions recognizing

the existence of the "control premium."

(V) Regarding the chronological order of the exercise of the shareholder's appraisal
right, please see the timeline summarized below.

V. Timeline

() Timeline for general companies limited by shares (hon-financial holding
companies)(in the merger scenario)

Timeline

Procedures or actions

R (Date of Resolution or "Resolution
Date")
(Article 185 of the Company Act)

The date on which the supermajority (two
thirds) of shareholders in shareholder meeting agree
on the merger plan proposed by the Board of
Directors or the date on which the Board of
Directors agree on the merger plan, as applicable.

R + 20 days
(Article 187 of the Company Act)

The dissenting shareholders' request of share
purchase shall be bought in writing within 20 days
after the adoption of resolution on the merger plan,
stating therein the kinds and number of shares.

R + 30 days
(Article 316-2 of the Company Act)

After adoption of the resolution by the board
of directors, a notice shall be given to each of its
shareholders and shall state therein that any
shareholder who has an objection against that
resolution may, within 30 days or a longer period,
submit a written objection requesting the subsidiary
company to redeem, at a fair price, the shares of the
company he holds.

The request of a shareholder shall become null
and void, if he or she fails to submit the written
objection within the specified limited period for the
redemption of shares by the company.

R + 60 + 30 days
(Article 187 of the Company Act)

In case no agreement is reached within 60
days of the date on which the resolution was
adopted, the shareholder may, within 30 days from
the date on which the 60-day period expired, apply




to court for a ruling on the price.

The company shall pay legal interest on the
price ruled by the court from the date of expiration
of the 30-day period from the date on which the
60-day period expired.

The request of a shareholder shall become null
and void, if he or she fails to apply to court for a
ruling on the price the 30-day period from the date
on which the 60-day period expired for the
redemption of shares by the company.

R + 90 days
(Article 187 of the Company Act)

If an agreement is made on the price of shares
between the shareholder and the company, the
company shall pay for the shares within 90 days
from the date on which the resolution was adopted.

P (Date of Purchase or "Purchase
Date")

The date on which the company purchased the
shares from the dissenting shareholders.

P + 180 days
(Article 167 of the Company Act)

The shares bought back by the issuing
company in accordance with the provisions of
Article 186 of the Company Act (appraisal right)
shall be sold at the then current market price within
six months.

P + 3 years
(Article 13 of the Business Mergers
and Acquisitions Act)

Any shares purchased from shareholders of the
dissolved company should be sold at fair market
price within three years from the date of redemption
or bought back. If the shares so redeemed or bought
back remain unsold after expiry of the foregoing
time limit, such shares shall be deemed as the shares
which have never been issued by the company; and
under such circumstance, the company shall apply
for an alteration of the entries of the then existing
corporate registration in respect of such shares
accordingly.

(1) Timeline for financial holding companies (in the merger scenario)

Note: A financial holding company is also a company limited by shares, so the
timeline described in (I) will apply to a financial company, too. However, Article
316-2 of the Company Act shall not be applicable when a subsidiary of a financial




holding company conducts a short-form merger with its own subsidiary since
Article 32 of the Financial Holding Company Act has specifically provided the

regulation related thereto.

Timeline

Procedures or actions

R (Date of Resolution or "Resolution
Date")
(Article 185 of the Company Act)

The date on which the supermajority (two
thirds) of shareholders in shareholder meeting agree
on the merger plan proposed by the Board of
Directors or the date on which the Board of
Directors agree on the merger plan, as applicable.

R + 10 days
(Article 32 and 33 of the Financial
Holding Company Act)

Board of directors shall, within 10 days of
merger resolution approval, make a public
announcement of the contents of the resolution and
the items to be specified in the acquisition or merger
agreement, and designate a period no less than 30
days during which shareholders may express their
dissent thereto.

R + 20 days
(Article 187 of the Company Act)

The dissenting shareholders' request of share
purchase shall be bought in writing within 20 days
after the adoption of resolution on the merger plan,
stating therein the kinds and number of shares.

R + 30 + 20 days
(Article 32 of the Financial Holding
Company Act)

When a short-form merger is conducted
pursuant to Article 32 of the Financial Holding
Company Act, the dissenting shareholders may,
upon request made in writing within 20 days from
the expiry of the 30 days (at least, see above) dissent
period, stating therein the type and number of
shares, request the respective companies to buy back
their shares at the prevailing fair market value.

R + 60 + 30 days
(Article 187 of the Company Act)

In case no agreement is reached within 60
days of the date on which the resolution was
adopted, the shareholder may, within 30 days from
the date on which the 60-day period expired, apply
to court for a ruling on the price.

The company shall pay legal interest on the
price ruled by the court from the date of expiration
of the 30-day period from the date on which the
60-day period expired.
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The request of a shareholder shall become null
and void, if he or she fails to apply to court for a
ruling on the price the 30-day period from the date
on which the 60-day period expired for the
redemption of shares by the company.

R + 90 days
(Article 187 of the Company Act)

If an agreement is made on the price of shares
between the shareholder and the company, the
company shall pay for the shares within 90 days
from the date on which the resolution was adopted.

P (Date of Purchase or "Purchase
Date")

The date on which the company purchased the
shares from the dissenting shareholders.

P + 180 days
(Article 167 of the Company Act)

The shares bought back by the issuing
company in accordance with the provisions of
Article 186 of the Company Act (appraisal right)
shall be sold at the then current market price within
six months.

P + 3 years
(Article 13 of the Business Mergers
and Acquisitions Act)

Any shares purchased from shareholders of the
dissolved company should be sold at fair market
price within three years from the date of redemption
or bought back. If the shares so redeemed or bought
back remain unsold after expiry of the foregoing
time limit, such shares shall be deemed as the shares
which have never been issued by the company; and
under such circumstance, the company shall apply
for an alteration of the entries of the then existing
corporate registration in respect of such shares
accordingly.
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Essential Summary of the Appraisal Right in Taiwan

Types

Constituent Elements

Procedural Requirements

Pricing & Exercising the Right

I. When a company limited by

shares engages in mergers
(including short-form mergers),
acquisitions, divisions, or share
swap)

. When a company limited by

shares, in the course of mergers
and acquisitions, attempts to
amend its Articles of
Incorporation to prescribe
restrictions on the transfer or
pledge of its shares

A shareholder may not request the
company to buy back the shares
unless he/she/it:

(1)Has expressed his/her/its objection,
in writing or verbally with a record
before or during the shareholders'
meeting; and

(2)Waived his/her/its voting right.

(Note: There is a court decision which
opined that a shareholder may also
cast his/her/its vote against the
proposal without affecting
his/her/its appraisal right.)

I11. When a company limited by

shares enters into, amends, or
terminates any contract for lease
of the company's business in
whole, or for entrusting its
business, or for regular joint
operation with others

A shareholder may not request the
company to buy back the shares
unless he/she/it:

(1)Serves a written notice in writing to
the company expressing the
intention to object to the major
operation activities prior to the
adoption of a resolution at the
shareholders' meeting; and

(1)If a shareholder owns both the
common shares and the preferred
shares of the company, the voting
rights of both kinds of shares shall
be waived all together.

(2)Even if the shareholder of the
stocks may sell the stocks in a
centralized securities exchange
market, he/she/it may still exercise
his/her/its appraisal right and sell
the stocks to the company.

(3)The company shall purchase all the
stocks owned by the dissenting
shareholders, rather than only part
of the stocks.

(4)The shareholders' appraisal right
triggered by a company's
engagement in mergers and
acquisitions or major business
activities is an absolute right in
order to protect the shareholders'
benefits. The company is
required to purchase the stocks

(DIn order to exercise the appraisal
rights, the shareholders shall tender
their buy-back requests in writing
within 20 days after the adoption of
resolution, stating therein the kinds
and number of shares. (In case of a
short-form merger, a notice shall be
given by the board of directors to
the shareholders and shall state
therein that the shareholder may
submit a written objection
requiring the company to buy back
the shares within 30 days or a
longer period.)

(2)In case an agreement on the price
of shares is reached between the
shareholder and the company, the
company shall pay for the shares
within 90 days from the date on
which the resolution was adopted.

(3) In case no agreement is reached
within 60 days of the date on which
the resolution was adopted, the




IV. When a subsidiary of a financial
holding company engages in a
short-form merger, a division, a
transfer of business, or a share
swap

(2)Raises his/her/its objection at the
shareholders' meeting

(Note: When a subsidiary of a
financial holding company engages
in a share swap, the constituent
elements of its shareholder's
appraisal right are the same as
those of Type | and Il stated above)

correspondingly regardless of
whether there are any difficulties in
the company's operation.

shareholder may, within 30 days
from the date on which the said
60-day period expired, apply to
court for a ruling on the price.

(1) The pricing and exercising of the
appraisal right are essentially the
same as stated above.

(2) In case of a short-form merger of a
subsidiary of a financial holding
company, a notice shall be given
by the board of directors to the
shareholders and shall state therein
that the shareholder may submit a
written objection within 30 days or
a longer period, and may, within 20
days from the expiry of the above
dissent period, tender their
buy-back requests in writing,
stating therein the kinds and
number of shares.




