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Sush-Der Lee

s one of the securities exchanges in Taiwan,
AGreTai Securities Market (GTSM) has long been
dedicated to assisting high-tech, small, and medium
enterprises to become listed and to raise capital
from a broad range of investors. It has been our
goal to establish GTSM as a multi-level exchange,

currently consisting of Emerging Stock Board (ECB)
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Chi-Hsien Lee

, General Stock Board (GSB), and bond market.
Throughout our nineteen years of efforts, many
small and medium enterprises registered on ESB,
and then successfully listed on GSB. Meanwhile,
GTSM is also striving to incorporate both order-
driven and quote-driven computerized trading

systems, which therefore allow more varieties

of products, such as stocks, bonds, ETF, TDR,
and derivatives, to be traded on our platform. In
addition, the Electronic Bond Trading System (EBTS)
and the derivatives trading platform have achieved
satisfaction of investors' needs in the fashion of
diversified trading means.

GTSM is an unique exchange in its industry.

—

| fErnes PRERIE

| Bl SR TT | ZFRIE |E=r FHE |lmism ZEIE
Daniel C. Y. Chu Chi-Hsien Lee Sush-Der Lee Kuo-Huei Ning Ying-Kuei Lin
Senior Executive Vice President President Chairman Senior Executive Vice President  Secretary General

GTSM-listed companies are with high P/E ratio,
various sectors, significant cluster effect, and
distinct brand image. In recent years, emerging
industries such as biomedical and games have been
able to thrive on innovations along with improving
revenue and profitability by raising capital through
GTSM. It not only provides means for industries to

EHEESEE 01015 3R - GTSM Annual Report 2012



grow, but a secured platform for public to invest. GTSM is
devoted to supporting industrial development, to providing & .
service to investors, and to vitalizing capital market. Our ; L
core business is not only to serve corporations for capital .
raise, but moreover to serve public with investment needs.
We have always been guided by our missions of providing
"expanded capital access and solid investment venue."
With our strategy in ensuring information transparency, fair 4

trading practices, and greater financial diversification, we

! \

are committed to offering as a top-quality platform where
innovation drives progress and more options are provided

to corporations and investors.

In recent years, Taiwan government has explored various

Chapter 2

restrictions on direct flights and tourism, and signing the

cross-strait Economic Cooperation Framework Agreement Y . d
P 9 thi\ &5 History
(ECFA). The global economy is on its way to recovery in 2013,

ways of enhancing competitiveness to boost economic
growth. Some of the most noticeable policies are including

maintaining more harmonious cross-strait relations, relaxing

and in light of these positive conditions, we anticipate more - . ohC)\AE 45 Organization
growth in terms of trading volume for GTSM this year. When ———
economic uncertainties eventually cleared up by reflecting ! ] ﬁ:ﬁ:;ﬁgﬂﬁﬁ% Products and Services
in corporate earnings, the future will be more promising. In .

the coming year, GTSM will be reaching out for broadening

business opportunities, increasing the number of listed/

registed companies, introducing RMB-denominated bonds,

stimulating trade in the bond market, helping companies

raise capital, and facilitating industry transformations and

upgrades.
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GTSM formally established (1994/11) The GTSM took
over the reins of the over-the-counter securities
business

Electronic trading system (for the main board) formally
launched. (1994/12)

GTSM Weighted Average Price Index formally published
by the GTSM with 100 points as the base. (1995/11)

Single-day trading value of GTSM listed stock surpasses
NT$300 million for the first time. (1995/12)

Regulations Governing Implementation of the Over-
the-Counter Securities Market Surveillance System
promulgated. (1996/5)

GTSM trading opened to foreign investment. (1996/7)

GTSM closing index reaches historic high of 343.99
points. (1997/8)

Margin trading launched. (1999/1)

GTSM block trading system rules published and
implemented. (1999/8)

Electronic Bond Trading System (EBTS) launched for
outright trading (2000/7)

Emerging Stock Market established. (2002/1)
Joined I0OSCO as an Affiliate Member. (2002/5)

Market Observation Post System (MOPS) launched.
(2002/8)

New GTSM operational measures implemented to
protect against major default on the securities market.
(2003/6)

Emerging Stock Computerized Price Negotiation and
Click System introduced. (2003/9)

Bond Repo Trading Platform launched (integrated into
the Electronic Bond Trading System). (2005/3)

Number of GTSM listed companies reached 500.
(2005/9)

1ISO9001 certification obtained. (2005/10)
Formosa Bonds launched. (2006/11)

New 1SO27001 Standard for Information Security
accreditation attained from the British Standards
Institute. (2006/11)

Derivatives trading system introduced. (2007/3)

Joined the Central Bank Electronic Interbank Fund
Transfer and Settlement system. (2007/7)

Single-day trading value of emerging stock reaches
high of NT$3.963 billion. (2007/7)

Single-day trading value of GTSM listed stock reaches
high of NT$106.755 billion. (2007/7)

Established implied volatility indicators for bond
options. (2008/9)

First registration of shares as emerging stock by a
foreign enterprise. (2009/5)

Launched system for trading of foreign government
bonds. (2009/11)

Became WFE Affiliate Member. (2010/4)

Launched GreTai 50 Index and Taiwan Treasury
Benchmark Index. (2010/4)

First primary listing of shares by a foreign enterprise on
the GTSM. (2010/6)

Audiovisual introduction of GTSM listed companies
unveiled on GTSM website. (2010/8)

12 foreign-stock-based warrants listed for the first time
on the GTSM. (2010/9)

GTSM Industry Value Chain Information Platform
formally launched. (2010/12)

GreTai 50 ETF and Taiwan Government Bond ETF listed
on the GTSM. (2011/1)

First GTSM listing of TDRs of a foreign enterprise.
(2011/2)

First batch of bonds listed through the Internet-based
listing system (2011/5)

Launch the callable bull/bear contract (CBBC) (2011/7)

Gain a full membership in World Federation of
Exchange,WFE(2011/10)

Launched GTSM “online gaming sector index”
(2012/1)

OTC derivatives trade repository (TR) formally Launched.
(2012/4)

New trading regulation of Emerging Stock Board going
effect.(2013/1)
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1. Organization Structure

The board of directors is the highest executive
body of the GTSM. The chairman convenes and
presides over board meetings, and represents
the organization. Under the board, there are
one president who manages company business
and one or two vice presidents and one general
secretary who assist the president.

The GTSM started out with five departments,
namely Listing, Trading, Computer, Auditing and
Administration. Subsequently in consideration
of the flourishing bond market, the Bond
Section under the Trading Department was
upgraded to Bond Department in July 2002.
The Computer Department was renamed
Information Department. To enhance market
administration, the GTSM further broke the
Listing Department into two departments -
Listing Supervision and Listing Examination
in 2004 in the hope that this division of labor
would boost work efficiency. The GTSM also has
a compliance office under the direct command
of the president to take charge of internal audit
and internal control matters. In the vigorous
effort to develop the features of GTSM and
over-the-counter market, the Planning Section
originally under the Administration Department
has been upgraded to Planning Department
in December 2007 to take charge of planning
and international affairs. The Compliance Office
is now directly under the Board of Directors to
take charge internal audit and internal control

matters.

#H# 22 18[E Organization Chart
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Senior Vice Senior Vice President Senior Vice President Senior Vice President Executive Vice President Senior Executive Chairman Secretary General

President Auditing Department Planning Dep’ortment Lisﬂn{g Examination Department Bohd De;?ortment Vice P’resident Sush-Der Lee Ying-?Cuei Lin

Cﬁing-Cﬁmm Wu Frank Chen jackson Li Edith Lee Bmg-jmg ?[uang Daniel C. Y. Chu
% i f 4R e wEneE HER rEREREE HYE #1z8 FEH5h sk RIS s TRNE B4 BEEIE A 2SS
Senior Vice President Senior Vice President Senior Vice President Senior Vice President General Auditor President Senior Executive Executive Vice President
Trading Department Administration D’eportment Listing Supervision Department Cﬁiﬁ-ﬂ-fung Wang jenny Cﬁang Cﬁi-ﬂ-(sien Lee Vice Preside{nt / Information Department
Tu[ung Ko Thomas Tsai Sarah Wong Kuo-Huei ‘J\fmg Tai- Sﬁiung Liu
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I 2. Responsibility

Listing Examination Department

- Examine the listing of stocks and derivatives
and handle emerging market registration
matters.

- Draft, study and propagate relevant rules and
regulations.

¢ Listing Supervision Department
- Supervise and administer over stock issuers.

- Supervise and propel listed companies on
the issues of internal auditing, corporate
governance, and corporate social
responsibility.

- Draft, study and propagate relevant rules and
regulations..

¢ Trading Department

- Manage the transaction and settlement
operations for stocks and derivatives.

- Set up, manage and implement the market
surveillance system.

- Draft, study and propagate relevant rules and
regulations..

- Administer and supervise securities firms
trading on GTSM.
¢ Bond Department

- Administer over the listing of bonds and
derivative products as well as their issuers.

- Manage the transaction and settlement
operations for bonds and derivatives.

- Draft, study and propagate relevant rules and
regulations..

- Administer bond dealers trading on GTSM.

¢ Information Department

- Produce and channel trading information and
statistical data.

- Carry out planning of computer system,
develop and design software programs.

mOLEE  ORGANIZATION

- Plan and develop computer trading system of
emerging market stocks, bonds, and over-the
counter derivatives.

- Carry out trading data, file, and server
management.
¢ Auditing Department

- Carry out document review of the financial
and business reports of securities firms.

- Carry out audits of finance and internal
control of securities firms.

- Supervise and propel listed companies on
the issues of internal auditing, and corporate
governance.

¢ Administration Department

~In charge of document, file and chop
management.

- In charge of the purchase, custody and
maintenance of contract services and assets.

“In charge of business and deal with
communication and general affairs.

- In charge of personnel and accounting affairs.

¢ Planning Department

Conduct marketing, research and
development and project planning.

- Handle communication and exchange with
international securities related organizations.

- Organize, sponsor and participate in
international conferences.
¢ Internal Audit Office

- In charge of, review and plan internal audit
and internal control matters.

- Propose suggestion of internal audit and
internal control matters.

BEBEIEEE P O1014E FH - GTSM Annual Report 2012 15
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I 5~ EENEZE A R EE Directors and Supervisors

B AE B IR B AR 75 EE (1 IR B A
I = Ajjn\l:l -% Workforce Title Name Company Current position
BER =S BHEEEERO BER
Chairman Sush-Der Lee GreTai Securities Market Chairman
q: DERB T #2590 A »  AAHE By education EE S pE ESEETERD e
#+ Ph.D. 4N 1.54 % i i-Hsi i iti
HAEMI35A 0 552.1% ; o N . 66; Directors _j_h%'-;en Lee ie;;S;j;rltles Maﬁ;(e(t | p ;;Ent
oy 5 . N ’ ° A= El /\l:l -L\E
124N 0 547.9% - EADHE gi E"I'Ivers'ty ssi 289 8 Kung-Wha Ding Taiwan Depository & Clearing Corporation Chairman

b e 3 ollege 10 3.86 % L o o -
BITE - BLERBIDNT - B30~39 o i school 3 A e hiteg BragASERanRait Bz BT
BESS 0 540.15% ; SEHB R ! % - Suming Lin National Taiwan University ) Professor

£ College of Management Department of Accounting
el ) SEESS e -
}_X‘_/DJJﬁj(ﬁ— LXE:t%EE%ﬁ % IJ—__I FH R By age ;EQEF‘§ EF‘EQ‘(«/%(EJ}TL’KTE KﬁE
70.66% ° A n T Chung-ShuWu Chung-Hua Institution for Economic Research President
608% 1> 6 32%
5075 ~595% 46 A 17.76 % RIREE B AEREBEEEREITER B
he GTSM currently has 259 4055~ 4985 97 A 37.45% Rebecca National Taiwan University _ Professor
308 ~398 b L 40.15 % Chung-Fern Wu College of Management Department of Accounting
employees. Among all, 135 are e . ot 5 e .

' 208~295% 6 A 32 % KA HWERBRESER e
male, which accounts for 52.1%, 0 20 40 60 oo Yung-Sheng Wu Ming Chuan University School of Law Dean
and 124 are female, which accounts L i - Nji}i,i?gi;;ﬁf e [F B2 KEEE () AT =

251l By working seniority E | VK -
for 47.9%. As for the analysis of i e Cheng-Yau Chen DA-DIN Securities Co., Ltd. Director
= )~ % e N — _

9 ’ ' = BEESXS (&) AT Hagse
wEkiErde @il Seemployeesyage 10(&)~15% ZZi ;;ji z’ Samuel J.S. Hsu Taiwan Stock Exchange Corporation President
falls between 30 to 39 years old. In &)~ b ot o 1=

y s(@~ox — BRI SRBBEEEZESESFHER B&
addition, 70.66% of our employees SELLF I o Tien-Mu Huang Securities and Futures Bureau, Financial Director-General
“ : . Supervisory Commission
has master degree. IFEEE 1072 F
Note:Average working seniority 10.72 = TRERES () AT BEER
Guh-Bin Huang Yuanta Securities Co., Ltd. Vice Chairman
=) KERES (KR) AT BER
I IE N E%;ﬁ*ﬁ Funding Min-Juh Hwang SinoPac Securities Co.,, Ltd. Chairman
FRIZFK TTRFES TR AT A= ER
Lee-Chiou Chang Yuanta Securities Finance Chief Advisior
A ; . SRIPE BB REGHER iz
[RiaEEHH0 A B 5B =88 Sponsors of initial fund and respective donation Conrad C. Chang National Taipei University Professor
Department of Accountancy
FERX REEHFR)AT BER
E ﬁfjg%fﬁ*ﬁ ;gg‘gj\%?ﬁig Hung-Wen Chien Mega Securities Co., Ltd. Chairman
2 m%ﬁ@%ﬁ%ﬁ” [= RN 9% M 5 =
Current fund size B AE (T9A) % NT$60,000,000 BRA R aFEs (k) AF AR
NTS ]L‘78' 450.000 Supervisors ~ Thomas Wu Taishin Securities Co., Ltd. Advisor
31842169 1 146 1 " B1T— B BUA KRB BERER %
Edward Chow National Chengchi University Professor
Department of Finance
 EEBERHH N - .
foﬁﬁﬁﬁ’\ & (TWSE) BN EIATH (%) AT BFER
NT$120,000,000 Gordon Yeh Fubon Direct Marketing Consulting Co., Ltd. Chairman
FEIREE YERNE p e i =6y
9 Yin-Hua Yeh National Chiao Tung University Professor
NTE;S%%SOD(J;OBOTAL Graduate Institute of Finance
‘o’ B BILEERIMTERM R Hi=
Yo-Phy Huang National Taipei College of Business Professor

Department of Public Finance and Tax Adminitration

i FAREERMNMF2 A HEEERMEFRIEET CESRKEBERBXIMBRZARALES » SEERLES
RERSILGLA BT -

Note: Chairman Sush-Der Lee terminated his term of office and assumed the Chairman position in TWSE, and therefore took
over President Samuel J.5S Wu's position as TWSE-appointed director since February, 25, 2013. Chairman Sou-Shan Wu has
assumed the office since the same day.

BERAREES
Aggregate transfer from surplu

NT$3,492,241,46

]ﬂ
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The GTSM offers a wide variety of products and services,
including:

& FERE32 B Centralized electronic trading system

& HHEBEES GTSM-listed securities
B ZE Listed stocks

£7E1751 %5 Taiwan depository receipts
S =R E S (ETF) Exchange-trade funds (ETF)
REE (&) HEE Call (put) warrants

JEEEER B3 5 Over-the-counter negotiated trading system

& BEHEARZE Emerging stocks
€ & % Bonds

/N & Government bonds
% @1{& Financial debentures
T th 525 Beneficiary securities
LB /A A& Straight corporate bonds
B /333 /N B]{& Convertible/exchangeable corporate bonds
Mt =R B #E/A B)1& Corporate bonds with warrants
5N &5 Foreign bonds
BUFEE25 International bonds
D E|EZ Stripped bonds
@ $TE MBI Derivatives
B\ ) {FE 2 Convertible bond asset swap
H AR RITAEMERT @ NTD interest rate derivatives
{BEZ1T4 47 5 Bond derivatives
ERERURT M Structured notes
& FELTAE 4P & Equity derivatives
{ERTA RS & Credit derivatives
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5B=E Chapter3

101FEE KR

Business Performance in 2012

BREMRNERETES A steadily growing stock market
BIMTEEBEIRRIZA Globalization
BEHEimMESTE A robust bond market
FHERIFTHIMISHEl Market innovation
ERFEAERME Corporate Social Responsibility
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GSB Accum. Listed Companies 1097

m— FHEXE 638
Yr-end GSB-listed Companies

B75#5tt High P/E Ratio = [E#=E High Turnover Ratio

. 30 200
0 L]
Accum. Transfer to TWSE Lo
23.00
—— ZBELEXRE 1097 150
Accum. GSB-listed Companies % ‘ 20 129.97
.y 8 15.10 05 a1
B33 1 290 2% 304 307 125 10 <1 86.66
126 200 0d 246 249 262 ’ 10.45 11.45
e 241 10
18 47 B - s 191 TP o - 5220
i 100 O m 61 79 94 104 M7 132 141142 144 152 11.42
6
1 1 z 'J)'\
P P P g P P P PP F P P T RPN 0 0
BEHPD 8 g RmE O fa X BEFRD 8 g Rm O AR
GTSM  KRX SGX TSE NYSE LSE GTSM  KRX SGX TSE NYSE LSE
ERRR FHR FFEHETMBEEREE - 201260128 BRI EHR BFEHEMISEERIR ) 20124128
pEmitEm 1252% e L
S LYACIE S ER 2 x o st s s e Soe st s s e
ESB Accum. Listed Companies
— BRI 285 |
Yr-end ESB-listed Companies O BE1014E » RS AERRIEEK Looking back at 2012, the global economy was largely
25 EHE 550 1252 BEERN7ERET - XENHEREEEE overshadowed by a slump in consumer spending in
LI g EE# s 2RFTELKLELEHIESAERX - K western countries, which have yet to fully recover from
; —r
R L™ 160 ERBREBE - SHEEE  BERE2H the 2008 financial crisis, as well as uncertainties stemming
Accum. Transfer to TWSE W . o .
—— FEEIEREE 1252 5 EXHBERSG > HAEOEMW » A from the European sovereign debt crisis. These factors,
E 2R =REE XK . . - e . . . .
Accum. ESBi-Iisted Companies g2 % TRINBEEXREBBEEMS @ A2 combined with escalating unemployment around the
745 792 TRERZEE » REMBEIENREE AR world and a slowdown in China’ s economic growth,
786 B EEREESRERRENEETE resulted in further tightening consumer spending. As
EEEEHED LBEAFEMNEWRIE - B2 Taiwan's economy is highly reliant on export and OEM,
- 510 550 MERIBETEE101EMNRIE » ELIT2 such impact was more severe than the 2001 dot-com
TERAE R ERE bubble. Moreover, pessimism in the global economy did in
. 147 160 fact have an impact on the revenue performance of GTSM-
o listed companies. However, after reviewing the GTSM' s
14911 - 79 performance in 2012, we still have a great deal of pride
AN from having achieved the following:
S ®» ok ® ® gl ® ® N W
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. B _ . == 22.65% 1. Market capitalization: 0
J - E=smE7,380m O NTS1 335 mie #22.65%

Despite all the uncertainties and conservatism prevailing in the financial market,

BRECARSECEFZAARNKYET - ERSRHAAREERTHER 101 F1 AREED SR the GTSM index—like other markets in the rest of the world—opened low in January
BEERBMERMSAM - EIMERERE - BFERIEEHSKRERIUTHE03.29%, - BI00F/EHT93.89 2012. But by the end of the year, the index closed at 103.29, which was 9.4 points, or
5J:53E79 ARG BRIER10% 5 101 FEMN DR SRRTE17,380FIT 100K 14,1715 7T 03,2081 10% higher, than the 93.89 index from the previous year. Total market capitalization

 BINMEEE22.64% » BRNER S EHELBRRECAENAmERS - reached NT$1,738 billion at the end of 2012, which also increased NT$320.8 billion, or

22.65%, comparing to NT$1,417.1 billion at the end of 2011. Both facts demonstrated

the GTSM’s strong resilience in overcoming uncertainties around the world.

0
= . g HEATEzEs 7o O 15-5370
sresmEATEzE, 00259 10.19%

2. Newly-GTSM-listed companies ‘ 13.53 %

1o1£E7rﬁiﬁHH§EﬂE/AT42% Bh B ST 1 14E5T 5 FHEEHM LM 010,196 A ; TEESAEH generated N'T$57.9 billion in revenue
7 HIEAT01E 2L RBHASTIET - BI00ERE T HI6ETT - HIEE1353% (ME—) Newly-ESB-registered companies ‘10 192,
101 EE S EB /N RFIE MNFT80ZR @ ELEHEHF BN TR AV =M S 497220,000A 2% ; EZE generated NT$109 2 bllllon 1N revenue
EEBD - B SREB AT EREMNEHEREL,092ETT » BI100F 5K T £92012187T » 1R A10.19% (40
&) - BEERRRER - BEEFOEBFINEREAESATHETE - BEFH/NEREGAIERNR There were 42 newly-listed companies on the GTSM during 2012, which successfully
ﬁ/\%:{ﬁf- Z“ﬁﬁb#ﬁﬂ—_%ﬂ’]ﬁﬁ%%ﬁiﬁifé TEEREWNENBREARKE  RNEERE Y HERRS raised NT$11.4 billion and created 10,196 jobs. In terms of revenue, GTSM-listed
T~ fREstse - EMREAL S BB ERACR IR © companies as a whole delivered approximately NT$57.9 billion in 2012, which

represented a NT$6.9 billion, or 13.53%, growth over 2011.

§§— ~ 101 E*Egﬁii%%ﬁ;i}ﬁﬂ(ﬁ‘ﬁi)ﬁa H’\Jﬁmﬂﬂﬁ"'ﬁ In 2012, the ESB (Emerging Stock Board) also saw a net increase of 80 registered

Table 1: Contributions of newly-listed (registered) companies on the GTSM in 2012 companies which subsequently created 20,000 new jobs. In terms of revenue, newly-
%5 {85 Unit: NT$100 million listed companies on the ESB as a whole generated approximately NT$109.2 billion in

_ s A B X . e 2012, which represented a NT$201.2 billion or 10.19% growth over 2011 (see Table 1).
FIERE (B8R R j E -] BERE | 101FEEE | 100F2EE | SRERR®%) . , . ) . )
Newly-listed (registered) | Companies Er’:;'a’gm‘;{;t Raised capital | Share capital | 2012 revenue | 2011 revenue | Revenue growth (%) Amidst the slump of the global economy, the GTSM s efforts in helping companies raise

capital and acquiring support from the capital market were well-recognized by small

L HEGTSM-listed 42 10,196 114 491 579 510 (+13.53%) . R . .

and medium enterprises as well as new startups. Companies obtained broader revenue

B (MR MBS ARIEES - . . . : . .
88 iy AS) — opportunities after becoming publicly listed, and in the meantime these companies

. . N
comFiiE—S|tlﬁztegée;il::23is3tered 80 19,777 N/A 376 1,092 991 2012 (+10.19%) provided jobs, stimulated employment, and contributed to the harmony and wealth of
on the ESB and became listed in .
TSEC during the same year) society.

EHRIERIR BB /DA Source: GTSM database
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BEBARNKBRZmME - A STEADILY GROWING STOCK MARKET

= wrEnsxeERz105% 3. Achievement rate for GTSM listing: 1 05%0
srassmiEn T REERZE133% Achievement rate for ESB registration: 133%0

A total of 42 new companies were listed on the GTSM by the end of 2012, which exceeded

EBEHE101EENS FEATASN G4 BRI E LTk B E405 o fzﬁyé%}_ our initial goal of 40. The ESB received even more impressive outcome: 80 new companies were
BTSN AT EASR - hEBERMELATRIGHEREH60R  BREBELENES registered, and which was outnumbered our expectation of 60 in 2012. This clearly showed
=R YIRERE] - BT D M S R N AR E BN RIS BT o B4 AFNE that demands for capital remained strong among high-quality companies, and our guidance to
NERRERTEE AT - 2101FEHB17HRINERZE FHE - B100FBI0T 55 » BIER their listing had been well-received. Furthermore, as a result of our efforts, a total of 17 foreign
41.67% o companies were listed on the GTSM during 2012, which is 5 more, or 41.67% higher than 2011.

I /g « EPS>$3 A5 =& 86 4. Number of companies with EPS>$3: 86 companies

Although investors have recently shown a lack of confidence in the domestic stock market

BRI R#HSTEAIMOBRERSZEHRENER > MEREOAE  RRERERNE
IET > (B LHB/ABIBI3ZEPSHEA3ZTTI/A R BE86R % » N L2 LE/ATIAI13.48% -
BN EFLEARANENLEAT » EE B NERIRFF MK EENLE o

due to a prevailing sense of uncertainty around the world—which was reflected in low trading
volumes—there were still 86 GTSM-listed companies generated EPS above NT$3 in the first three
quarters, which accounted for 13.48% of all GTSM-listed companies. This is evident that there are

BEI1015E » FEATERNRESRL FNAR RG240 » ERRNR10%L EEFH47 still many companies have strong competitiveness and flexibility to withstand and thrive amid
K o SRR LEARZWSET - 101128 K11 AER LEEREWK,211{ETTR1,179E hardship.
JT > BR1004E A HR 70 Al B =5.67%.£26.03% Em‘tﬂf’\jE’JAH&EﬁQKV*ﬂ%E’ﬁE% ° As of the end of 2012, there were also 240 GTSM-listed companies that delivered a yield greater

than 5%, and 47 of which had even delivered more than 10% in yields. Furthermore, GTSM-
listed companies as a whole generated NT$121.1 billion in revenue during December 2012 and
NT$117.9 billion during November 2012; the two figures represented a 5.67% and a 6.03% growth

I £ N J:*EHQ%E $§$ %Lﬂ?%ﬁz % respectively, from the corresponding months in 2011. Revenue-wise, GTSM-listed companies

appeared to have bottomed out.

FEWFERS3 BB S X BH @ B - LU01E 128 NBURET - LERS SN a7
a0l - RAEHAIEE7R - BEEHEAAI A - }
5. Turnover rate ranking: 2 in the world

According to the statistics as in December 2012, the GTSM ranked 40th among the 53 members
of WFE in terms of market capitalization, 27th in terms of trade volume, and 2nd in terms of

turnover rate.

b ‘kﬂiﬁ‘ﬁ:@ﬂ
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BEBARNKBRZmME - A STEADILY GROWING STOCK MARKET

I 7S~ Bl RS EES 72 % 6. Percentage of innovative 7 2 %

N technology industries:
BUKEAIS  BRRELATNEEDS 10 FANNEELY RB S 28 FEATRRBILAIR

B 72%(NE ") » HhEaS %EE&H@E’JF% B4 A B e (B R S B B ﬁ%"‘ W EF The GTSM has long been dedicated to incubating innovative and technology-oriented
T A MR ATES) ~ 426 BB (O PRALAE RS CMOBSES|CIUEL | SR | SEAMISGE | gedb. S5 o e industries. In 2012, innovative and technology-oriented companies made up more than
LR EA B RREE ~ B E'J%ﬁﬁﬁﬁﬁ’ﬂﬁﬁ g Hﬁ%ﬁ?ﬁ%lﬂﬁﬁﬂﬁi,ﬂjﬁﬁhﬁ EE\FE% 72% of total companies listed on the GTSM (see Table 2). This covers a broad variety of
BB T 2B B A L RS (BN A R B ~ BEEY)  NMEGRIBE A ETRX B EEE featured industries from biotech and healthcare (medical instrument producers and
FIBSF GR N EIE B THIS MBS o distributors, pharmaceuticals, genetics and bio-technologies) to green energy (solar

power equipment providers), IC design, optoelectronics, ITC equipment, games, etc. These

s AR LEBRENBEEZREREDLK CARZARCNEXRTEEMSHEEE B85

MARIREARARER « EHEXXEALHESR « RORM)  fIREXEBEWSERER)  XMLAR
FEGIRA ~ FERoUE ~ BARR)TF - RREETSRSRFESEEXEANERTZHIKR

companies were characterized by their innovative and technology-specific nature. GTSM
is gradually characterized by few specific industries, such as biotech and games. As such
investors could easily obtain comparisons and valuations among thoes industries, and
which provides a distinct advantage for companies listing on GTSM.

Furthermore, by continuously exploring top-performing companies, we have enabled

§-€: N tﬁﬁ¥mé¥ﬁ?ﬁ*utti many featured enterprises become listed and raise capital through the GTSM, including

Table 2: Industry distribution of GTSM-listed companies a wide array of business types—such as golf club manufacturing, restaurant chains (Thai
ET—‘L'?' BT Unit: C°mpa”>’ NT$100 million Town, An-Shin Food), taxi services (Taiwan Taxi), culture and creativity industries (Tittot,
T p— 2008 2009 2010 2011 2012E1 2ﬁ China Times Publishing and Deltamac)—which demonstrate how the GTSM appeals to a
~\ Ye:r RE s 3 e e R RY range of innovative and distinguished industries.
cap'l\?glrll;gzlon Companies cap%glrllégglon Companies cap,l\{lalrllégglon Companies cap,:/tlglrllégglon Companies cap,:/tlglrllégglon
BE

an(\j/enttipnal 1,133 2,194 3,034 2,642 (20 27) 2,958 0
industries =Q
®Fclectonics 365 5438 368 14256 378 13675 405 9124 (., 414 10,046 7. 3,246 warrants ‘1 5 . 1 9 /0
B%ﬁfﬁd 26 332 29 866 30 1,186 37 988 7 4;3 2,374 The commissioning of the GTSM Online Warrants Listing System, which was officially
medicing 9 brought on line on August 1, 2011, has greatly improved the efficiency and quality of
BUFi 1,22 1.2 . / .
ERfinance 8 533 ? é 9 07 4 776 (1.4%) 958 the warrants listing process. A total of 3,246 warrants were issued over the GTSM in
cﬁﬁeﬂr 27 280 33 600 37 744 37 639 (6.1%3 1,044 2012, which is 428 more, or 15.19%, higher than 2011. In November 2012, the system
BEHRIIIR HEE DR Source: GTSM database was further enhanced to allow incremental issues and force cancellation, offering more

flexibility to the warrants market. Meanwhile, the GTSM is also working to allow warrants

day-trading and to reduce securities exchange tax on options used in hedging. We project

I —l'_' J:*Ewb\,ﬂ‘ﬁ ( ) *E 3 246*§ ‘ 1 5 1 9 % further growth in the GTSM’s warrants market for the coming year.

L 4168) p ol

FERE R EER A E100E88 1 HIERN LRLIR - KIBIRFA T BB EE MR EARE -
KAFEH101 S D IBRE B B TIEBIET3,2461E » B1004E3E 0 Y 42848 » R RIBE £15.19% - 1014118 £
E@ EiniE Y SRR TELA SIS SH RIS Tmfﬁﬁ*ﬁﬁ%;ﬁﬁﬁ'&ﬂ%’éﬁwﬁaﬁ o kA - FBIREA
EEEICERNHERZ LARBERRR D EXME » BEETH - BEFN—F - CEEED
BN RFERER ©
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1. Foreign investments exceeding 1 5 5 (y
GTSM market capitalization ¢ 0

Prior to the financial crisis, foreign and Mainland Chinese investors accounted for 10%-11% of the GTSM'’s
market capitalization (including direct and indirect investments); this percentage has been consistently
increasing in recent years. As of the end 2012, foreign investors accounted for 15.51% of the GTSM’s market
capitalization; in terms of trade volumes, foreign investors also represented a record-high (8.8%) in the month of
November 2012, bringing the 2012 average to 6.4%, which is considerably higher than the 5.7% in 2011. While
the world remains filled with uncertainty, foreign investors remain confident in Taiwan's ability to recover its

growth momentum, and have shown particular interest in top-performing companies listed on the GTSM.

2. Number of MOUs: 15

The GTSM was first granted WFE membership in 2011. Since then, it has signed memorandums of
understanding (MOUs) with four world’s leading exchanges: the Tokyo Stock Exchange, Deutsche Bérse AG,
NASDAQ OMX Group, and Johannesburg Stock Exchange. The MOU signed between the GTSM and 15 other
securities exchanges worldwide will facilitate closer communication, interaction and knowledge transfer, and

subsequently improve Taiwan’ s visibility and competitiveness in the world.

1. Regulatory and policy adjustments for international bonds and
NTD-denominated foreign bonds

Adjustments have been made to accommodate revisions to the Securities and Exchange Act dated January
4, 2012 which removed from the need to seek “prior approval” for stock listing, trading suspension,
trading resumption, and stock delisting to the requirement of “report” to the competent authority. These
adjustments were made to align with the latest practices of international bonds particularly with regards to
the listing and delisting of shares, and the suspending and resuming of trade, and have been in effect since the
announcement on May 15, 2012.

In addition, partial amendments have also been made to “GreTai Securities Market Rules Governing
Management of Foreign Currency Denominated International Bonds~ to accommodate the listing of RMB-
denominated bonds. These amendments were approved by the Financial Supervisory Commission on

November 1, 2012, and effected following the announcement on November 9, 2012.
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FEETHEMNESmE - A ROBUST BOND MARKET

2.0Offering training and consultation services regarding
international bonds and NTD-denominated foreign bonds

Besides offering consultation services to the public on a regular basis, the GTSM also provides customized
training for securities firms and securities issuers, including the “Seminar on Foreign Companies Bond
Issuance in Taiwan” hosted on April 11, 2012, and 3 sessions of “Seminar on Trading RMB-denominated
International Bonds through the GTSM” hosted from November 7-9, 2012. Furthermore, the GTSM also
commissioned the Securities and Futures Institute to organize a practical course on “Helping Domestic &
Foreign Enterprises Raise Capital Through Issuing Bonds~ in November 2012, during which issuers were
informed on the upcoming rules regarding the trading of RMB-denominated bonds over GTSM, and thus

keeping securities issuers up to date with the latest policies and practices of international bonds.

In an attempt to raise trade volumes and to strengthen market fundamentals, the GTSM introduced several

innovative measures in 2012, as described below:

1. Construction of the “OTC Derivatives Trade Repository”

The “OTC Derivatives Trade Repository ©~ was completed and commissioned on April, 2012. By utilizing
trade information stored in the database, financial institutions are able to evaluate the risks involved in trading
OTC derivatives, while the competent authority may also draw useful reference to effectively supervisor and

mitigate risks in the financial market.

2. Established rules on issuance and trading of RMB-
denominated international bonds

To address the demands of investors, companies, and the government’ s policy to develop “financial
businesses specifically relevant to the nation’ s cross-strait relations” , the GTSM has made the necessary
preparations in 2012 to better accommodate future financial services and satisfy the need of investors for more

diverse financial investment options.
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SHEAFTEHES - MARKET INNOVATION

3. New trading regulations for ESB stocks

The new regulations will focus on market makers’ quote-driven mechanism. In the future,
investors  trade orders will first be matched to the securities firm that produces the best
quotation quote at that time (i.e. matched to the highest bid or the lowest ask). For identical
quotations, the trade order is matched to the one quoted at the earliest time, and the deal
price is the price quoted by the securities firm (in the past, investors orders were dealt at
exactly the prices ordered). Furthermore, other enhancements such as matching entire orders
when the price is hit and ranking securities firms’ quotes by price were also introduced. These
changes have been made to encourage best quotes and stimulate progressive competition
among securities firms, and thus improve the quality of prices quoted. In addition, by giving
priority to the firm that makes the best quotes and matching deals at the best quoted price,
investors are able to deal at prices better than what they have ordered, which have the

potential of attracting more investors to the ESB. Implemented on January 7, 2013.

4. Enhanced settlement and security measures for
derivative market

GTSM was developed supervisory procedures for the OTC Derivatives Trade Repository
and for trading alert, and also was providing the competent authority with supervisory and
alert information. In addition to accommodate the market's needs, we are establishing a two-

way offset platform for interest rate swap products to manage risk of derivatives market.

@i iR S EEEEE wrLcOME
2012ilill‘%ﬁhﬁ%ﬁ%ﬁf‘ﬂﬁE- A M Sushi-

o
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GTSM holds the goal of long-term development. As such we not only devote ourselves in risk assessment

BEFOLRFHEXERRNER  RA(CESZRRIGMEEEBEE - BEAPLRTSE
Hh - WRHHESEBRFARNRE - BTRE - 12 Q0 KRIRBEIE - DUEE ﬁﬁﬁ%%%&%%%ﬁ%
REEH TR ERRGE -

and management to maintain our operation and capital market stability, but also implement corporate
governance, employee engagement, social care and environment protection to ensure GTSM families and
market participants to keep their promises to the society.

I — BN TIETE 5 (REIDE AL 1. Enhancing market supervision for investors' best interest

(1) Continuous reform to the supervisory policies over GTSM-listed companies.
(—) FEXEREIBEARRERE

(2) Enhanced supervision to the financial performance of GTSM-listed companies.

Z ) mEY EEARMBEB . RIE -

(3) Enhanced information disclosure and transparency.
(=) MAREMIBEERE - .
2. Propagandizing corporate governance for better development

(1) Assessment of corporate governance.

FHEB)AT)IAE - BERRER

— ) #HEBVARDRERTE -

(2) Education to GTSM-listed companies regarding corporate integrity and CSR.

(3) Education to GTSM-listed and ESB-registered companies insiders regarding shareholding and
transferring.

) B L EEATREKEHPRA ST EREHKSE -

) B3R 1B  BUEAT NS ARRTEAE o 3. Strengthening financial and investment education to the public
and relevant people

(1) Holding “Financial Elite Camp” and “Summer Fun” to educate students.

4R

I = HEESRIAE - IR EHEREEEASS

BERCHMESESREBTIHES  BRFInKEREIFES -

(2) Receiving domestic and foreign visiting groups to advocate proper concepts of investment.
(3) Propagandizing investor self-protection regarding financial products and regulations through media.
(4) Running campaign for new trading regulation of ESB.

T ) BEEEANERKBERS SN E - EEIIRETERS

(5) Propagandizing internal control rules amendment and providing education of risk control for securities
(=) BEMHERBEHRTBENIAREBES « IRSHES  HERBEASRRES TS - compantes
) BEE ISR HIEHBEXBEEHPE

EURE S NIENGEREREEIATESHAE  EXFHEREEATEEREIR -
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4. Environment, energy saving and
social care

(1) Focusing on establishing green office, energy-saving,
and recycling and then to reach out the same goals to our
employees’ families.

(2) Holding charity events, such as blood donation, beach

cleaning, elder care, book donation, neighbor helping---etc.
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CEE10145 » HEEBRRENES > 8 Many of the uncertainties that plagued the world in 2012, such as
EEEGK - =RFBBERZE - BEE%  the European debt crisis, the U.S. fiscal cliff, high unemployment, and
EXgGH UIAFHERAKENEBFHES  stagnating growth in Mainland China and developing nations, are ‘ 2 1E1§ MlSSlonS 3 1@ Hﬁ Strategles
BREBESEIAEERNE  EFHESM  steadily continuing to be resolved. Across the board, market participants —
R BETIBERERE102FEHELE - 1T around the world have posted optimistic forecasts for 2013 one after
RIRBIOREI  BHEHBREREEM  another. Apart from overall economic conditions, the key to growing a
EREORIEMNSWEEART » ZHMEE  securities market is largely dependant on the fundamentals and revenues
HISHBESRARE - BIEHEEAEGERN  ofthe listed companies themselves. Finally, a recovery in world consumer

BME DT R IEEW SR © spending will undoubtedly favor Taiwan's listed companies.
BEXRK  BEBEER OV ERLERAKE In the future, the GTSM will devote more effort on the following
BEL  BBELTrAEE - prospects.
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Enable top-performing
companies from Taiwan and
from overseas become listed on
the GTSM in order to increase

their growth capabilities and
competitiveness
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Enhance supervisory efficiency
and propagandize CSR to GTSM-
listed companies
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(1) Increase and enhance collaborative efforts with the Small and Medium Enterprise Administration (Ministry of

Economic Affairs) and external institutions, such as science parks, to help local companies become listed on

the GTSM and the ESB.

(2) Enhance collaboration with the government’s overseas offices as well as external organizations, such as

overseas Taiwanese enterprise associations and local business unions, to help overseas Taiwanese companies

become listed on the GTSM and the ESB; meanwhile, promote Taiwan's favorable investment environment.

(3) Hold/participate in informative seminars in conjunction with intermediary organizations such as brokerage

firms and CPA firms and other external bodies in order to understand difficulties faced by companies and

help create solutions; attract top-performing companies from Taiwan and overseas to become listed on the

GTSM.

(4) Visit and accompany the above institutions in their visits to local and foreign companies; explain the policies

of the GTSM and the ESB during such visits, and encourage them to become listed.

(5) Revise existing policies where appropriate regarding the review of GTSM and ESB listings to achieve more

robust governance and become more attractive to domestic and foreign companies.

(1) We shall revise our existing supervisory policies in line with the competent authority's future policies to

better govern the issuance and trading of GTSM-listed securities.

(2) We will continue to promote the adoption of IFRS among GTSM-listed companies and explore ways

to enhance the functionality of the board of directors, independent directors, and the remuneration

committees of listed companies. In addition, we promote awareness of corporate social responsibility (CSR)

among GTSM-listed companies.

(3) We will also be hosting a number of performance announcements, seminars, and forums to communicate

the importance of building trustworthiness through information transparency, good corporate

governance, better business performance, and corporate social responsibility

EHEEREES
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(—) BEATERR R EEERESTHERBRERZEERE (1) Revise ESB trade policies depending on market conditions; continue to improve the capability of select

I~

W L B SR A e « BIERZHIZE 8 Mind brokerage firms to move the market, and increase the efficiency of settlements and market management
MILEETREEESS RBEFFENE - (BERXDBELORENE in the ESB to stimulate trades and liquidity.

(2) This year, trade-for-trade matching and pre-opening information disclosure will be introduced into the

e - HIRAEEEES (O) BAKS HEE RS TERER S E RS EBR R RS
hin 23X BINEE BEERBERS  LHHYHETFES  BERSENEE
B Y B BT ETF 7 S 5 18 o

GTSM's automated trade matching system. Especially for ETFs, we will continuously introduce more

related indices and products to the market.

Enhance price negotiations for
the Emerging Stock Board (ESB)

* and the trading system of the
GTSM

(1) To support the Executive Yuan's efforts to develop "financial business specifically related to the nation's

cross-strait relations" , we will establish RMB-denominated international bond market rules.

(—) BETENHD ' RREAMERECS/MER, F BUAR
A EBRBRMESHISHIE o

(D) ERRTHEER - RRESFHECRE -

(2) We will take proper actions to revive bond market and development.

(1) Establish and maintain relevant computer systems by business requests/needs.

(—) EEAXEEFREELMEERBENRLR -
ML EIERHLZILE - (D) BEEBR2ES  RESBHEHRS -
E%E’E*%I:E (E) Bt ERRSEMR ST I EEBIENLRMHE - (3) Maintain stability of mainframe function and security.

(2) Strengthen security of information transmission and computer system.

Stre“che“ the efﬁciency, (M) EEAABRRESIESE - (4) Establish personal information (privacy) protection system.
security, and stability of
computer systems
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Enhance connections with the foreign exchanges to
increase global competitiveness
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e
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ﬁﬁ*&iﬁb LB THIENEBRER - IRHEEEE TS
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FHE Chapter 5

(1) GTSM always keeps connection with foreign exchanges and
institutions through visits, communication, and learning to

create reciprocal collaboration.

(2) GTSM actively participates in WFE, I0SCO, AOSEF, and ANMF I nternal CO ntrOI a nd Fi na nCiaIS

to strengthen our relationship/communication with global
market, and hence enhances our visibility and expedites

globalization.
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GreTai Securities Market

Internal Contirol Statement
February 22,2013

The GTSM states the following with regard to its internal control system during the year of 2012 based on the
results of self-evaluation:

1. The GTSM is fully aware that the establishment, implementation, and maintenance of the internal control
system are the responsibility of the board of directors and management. The GTSM has established such a
system with the objective to provide reasonable assurance for attainment of operating effect and efficiency
(including profits, performance, and safeguard of asset security), reliability of financial reports, and regula-
tory compliance.

2. An internal control system has its inherent limitations. No matter how perfect the system is in design, an
effective internal control system can only provide reasonable assurance for the attainment of the three goals
described above. However the GTSM internal control system is equipped with the function of self-monitor-
ing, that the GTSM will take immediate action once a deficiency is identified.

3. The GTSM determines if the design and implementation of its internal control system are effective based
on the criteria provided in the Regulations Governing the Establishment of Internal Control System by Ser-
vice Enterprises in Securities and Future Markets (referred to as the Guidelines hereunder) promulgated by
the Financial Supervisory Commission, Executive Yuan. Said criteria divides internal control into five ele-
ments based on the process of management control: 1. Control Environment, 2. Risk Evaluation, 3. Control
Operation, 4. Information and Communication, and 5. Supervision. Each element contains several items.
Please refer to the Guidelines.

4. The GTSM has evaluated the validity of the design and implementation of its internal control system based
on the aforesaid criteria.

5. Based on the results of aforementioned evaluation, it is found that the internal control system of the GTSM
in December 31, 2012 was effective in design and implementation, that it reasonably assures the attainment
of aforesaid goals, including operating effect and efficiency, reliability of financial reports, and regulatory
compliance.

6. Any false representation or concealment in this Statement shall be subjected to legal consequences as stipu-
lated in Articles 174 of the Securities & Exchange Law.

7. This statement has been passed by the board of directors in the meeting held on February 22, 2013, where
none of the fourteen attending directors voiced any dissenting view to the content of this statement.

Gre Tai Securities Market

Chairman: SHSH-@QT Lee
President: Cﬁi-g—&ien .[,ee
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ZIS I:l:l ’l:l\ u&xm ;}E Igm g B/t\f—)& GTSM income mainly comes from listing and trading

incomes, which account for 39.85% and 36.97%

2 NIRRT - DB SHUIA  respectivery.
39.85% LAKL36.97 %

o 39.85%

Trading Income

weun 36.97% |

Listing Income

H .
61?%37\ 04% Q" B 22.58 %

Information Service Income

ZISEIJII:,\EEI«EIE E ﬁﬁﬁﬁﬁ%iﬂj GTSM operating expenses mainly go to

trading and administration business, which

tb 19“ J—x § % % ﬁ% & E_'E‘r IE % ﬁ% % 3E accounts for 32% and 36% respectively.
R DRISHRFEZH32% K36%

wsxn 32%

Trading Business

mexn 30%

Administration Business

Listing Examination Business

ainEr 10%
Information Business />
21K 15%

Listing Supervision and Auditing Business
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