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I. Letter to Shareholders

Dear Shareholders,

Year 2014 was a phenomenal growth year for Parade. We achieved record revenue of
US$205.39 million, or NT$6.23 billion in 2014, which represented 44.76% year over year growth
as compared to 2013. The growth was driven by continued penetration of our eDP (embedded
DisplayPort) LCD timing controllers (TCON) as well as our high-speed interface ICs in
DisplayPort, HDMI, SATA and USB 3.1 applications. Leveraging our leading technology and
superior product design capability, combined with our close collaboration with Tier 1 OEM
customers and chip set vendors, Parade has successfully sustained our leadership position in the

markets we serve.

During the past year, we observed that the market trend towards higher resolution displays,
consequently demand for high-speed data transmission and lower power consumption, accelerated
in notebook, tablet, smartphone, all-in-one computer. In notebook PCs, increasing adoption of high
resolution panels beyond Full HD propelled significant penetration of eDP interface as a
replacement for the traditional LVDS display interface. The advanced eDP solution with Panel Self
Refresh (PSR) gained en route to slim notebook market with high resolution panels. In addition, the
speed of various interfaces broadly used in consumer and PC market advanced significantly owing
to high resolution display and storage data transfer. Evidently, consumer electronics market started
to adopt HDMI 2.0 standard which employs 6Gbps data rate to support 4K2K LCD TV. USB 3.0
Promoter Group also announced the USB Type-C connector which defines the next generation
connectors, supporting both high-speed data and video interfaces reaching 10Gbps data rate. All

these market tends and movements have created an enormous opportunity for Parade.

In 2014, we announced a new series of eDP TCON devices that feature Panel Self Refresh
(PSR) and emphasis low power consumption for portable platforms. We also introduced a new eDP
TCON device for 4K LCD panels designed for monitors and all-in-one computers. This is the first
TCON that supports the use of standard DisplayPort SST (Single Stream Transport) protocol for 4K

resolution, which appreciably extends our market reach.



For high-speed interface products, we added a new family member, HDMI 2.0 jitter-cleaning
repeater, which enables the support of 4K2K TVs at 60 frames per second and greatly simplified the
challenging implementation of HDMI 2.0 in video sources. During the past two years, many OEM
customers have depended on our unique HDMI 1.4 jitter-cleaners to make 3Gbps work. Now we

raised the performance bar to 6Gbps by enabling HDMI 2.0.

In addition to DisplayPort and HDMI, Parade also announced the industry’s first active switch
for USB Type-C host devices that support DisplayPort Alternate Mode. This switch enables USB
signals and DisplayPort signals to share a single compact USB Type-C connector. Most recent
releases of the new MacBook as well as Chromebook Pixel both adopted USB Type-C connecters,
signaling very positive industry embracement by Tier 1 OEM customers. We anticipate this

application will remain a focus area for Parade and thus create healthy growth opportunities.

Worth noting that, starting from the second half of 2014, we started shipping our point-to-point
high-speed source drivers, i.e., Scalable Intra Panel Interface (SIPI), for use within LCD display
panels. With the state-of-the-art performance in high data transmission rate and low power
consumption, we secured meaningful design wins with both OEM and panel customers. In addition,
we continued to research and develop technologies and solutions of integrated driver ICs for the
smartphone market. We hope both segments could significantly expand our serviceable addressable
market (SAM) and serve as the future growth engines.

The consolidated net income in 2014 was US$40.47 million (NT$1.23 billion), an increase of
76.83% from US$22.88 million (NT$679 million) in year 2013. Earnings per diluted share in 2014
were US$0.53 (NT$16.15), up 76.67% from US$0.30 (NT$9.02) in 2013. Gross profit margin was
41.28% as compared to 43.49% in 2013, while operating profit margin was 21.25% up from
18.08% of the prior year. Net profit margin was 19.70%, an increase of 3.57% from 16.13% in
2013.

Parade believes our employees and intellectual property are the most important assets of the
company. We are committed to recruiting and investing in highest quality research & development
(R&D) staff, in order to expand our technology capabilities and portfolios. As of December 31,
2014, Parade has a total of 293 employees including 189 in R&D. Geographically, we continuously
expanded our resources in Taiwan, Shanghai, Nanjing and USA offices. Helped by our R&D focus,
we filed 2 patents in 2014 and held 8 granted patents and 15 patent applications pending by end of
2014.



Looking forward, we believe we will continue to benefit from the increasing demand of
bandwidth to support higher display resolutions, higher speed data transmission, and lower power
consumption in mobile devices. With our leading position in eDP TCON technologies and broad
adoption by global tier-1 customers, we believe Parade is well positioned to generate outstanding

results for our shareholders.

We appreciate the solid support from all of our shareholders!

Jack Zhao
Chairman and CEO
May 5, 2015



Il. Company Profile

2.1 Date of Incorporation

Parade Technologies, Ltd. ("Parade", "the Company”) was incorporated in the Cayman
Islands in November 2005. The Company is a leading designer, developer and supplier of high
performance integrated circuits, or ICs, specializing in a variety of display and high-speed
interface standards used in computers, consumer electronics and display panels.

2.2 Company Information

Parade Technologies, Inc., the US subsidiary, was established in Santa Clara, California,
the heart of Silicon Valley in December 2005, serving as our headquarter and assisting the
Company's R&D and administration. Due to the increasingly importance and tremendous
growth potential of China market, in 2006 Parade started a research center in Shanghai and
established a branch office in Hong Kong as our main sales location. Given the advantages in
vertical disintegration in Taiwan's well-developed IC industry, the Taiwan branch office was
established in 2007, responsible for the Company’s production development and customer
services. In July 2011, the Korea subsidiary was established as a sales and customer support
center. In May 2012, Parade also set up a R&D center in Nanjing. For more details of the
Company's organization chart please refers to section 8.1 "Summary of Affiliated Companies".

2.3 Company Overview

Parade is a fabless provider of high performance mixed-signal ICs targeting a broad range
of high-speed interface standards and display solutions. Out product portfolio is broad and
includes timing controllers (T-CON), converters, repeaters, MUX, DeMUX, level shifters and
other related solutions. Applications for our products include desktops, notebooks, monitors,
tablets, smartphones and other consumer electronics and display panels. With increasing
demand for massive data transmission for today's electronic devices, coupled with the gradual
maturity of video technologies such as 3D, high resolution and high refresh rate, we believe the
high-speed interface which enables simultaneous data and video transmission will become the
market mainstream.

Parade’s management team has many years of industry experience and has hence
developed a strong grasp on the direction of next generation display and high-speed interface
standards. Taking advantage of engineering talents and operational efficiency from the United
States, China and Taiwan, the Company aims to minimize the response time to the newest
customer specification, perform instant Spec-In and Design-in, and provide comprehensive
design solutions as well as customer support platform for our customers.



2.4 Company History

Year Key Events

Parade Technologies, Ltd. incorporated in November 2005

FY 2005 |Established the US subsidiary, Parade Technologies, Inc. (Abbreviate to ‘Parade
(US)’)

Reinvested in Parade Technologies, Inc. (Shanghai) (Abbreviate to ‘Parade (SH)’)
through Parade (US)

Established Parade Technologies, Ltd., Hong Kong Branch Office (Abbreviate to

FY 2006 ‘Parade (HK)”)

3-to-1 HDMI switch products for TV applications

DisplayPort 1.1 Transmitter Technology

Established Parade Technologies, Ltd., Taiwan Branch Office (‘Parade (TW)’)

DisplayPort 1.1 Receiver Technology

Direct Drive Monitor TCON with 2-lane DisplayPort Receiver

FY 2007 -
HDMI repeater for TV applications

2" generation HDMI switch with integrated shadow EDID for each port

HDMI level shifter for PC applications

DisplayPort Repeater for PC applications

DisplayPort/HDMI multiplexer & de-multiplexer for PC applications

FY 2008
4-lane DP TCON for All-In-One PC to support 2560x1600 30-bit color panel

1-lane eDP TCON for low power Notebook panels

eDP 1.1 TCON products for Notebook applications

DisplayPort to HDMI/DV1 format converter

FY 2009
eSATA/SATA-II Repeater

DisplayPort/ HDMI mux/ demux for switching graphics

eDP 1.2 TCON products for Notebook applications

QuickPort™ HDMI switch; SATA-111 Repeater; eDP to LVDS format converter

FY 2010 (3D display technology

SATA 11 6Gb/s repeater

DP 1.2 (5.4Gbit/s) and FAUX

USB 3.0 repeater

3Gb/s HDMI jitter cleaning repeater

DP 1.2 (5.4Gbit/s) repeater and De-multiplexer

eDP 1.2 TCON supports high resolution display

FY 2011 |eDP 1.3 TCON supports 3D and/or PSR with data compression technology

Establishment of Parade Technologies Korea, Ltd. (Abbreviate to ‘Parade
(Korea)’)

Initial Public Offering (IPO) on Taiwan GreTai Securities Market (GTSM) on
September 13, 2011, and the Stock Code is 4966.




Year

Key Events

FY 2012

Standard Plus eDP TCON

Low power 3Gh/s HDMI jitter cleaning repeater

DP 1.2 (5.4Gbit/s) receiver and transmitter

Low power eDP 1.2 TCON supports high resolution display

Low power eDP 1.3 TCON supports PSR with data compression technology

Very low power HDMI repeater

MHL 2.0 transmitter

Source Driver with Scalable Intra Panel Interface (SIPI)

Establishment of Nanjing subsidiary, Parade Technologies, Ltd. (Nanjing)
(Abbreviate to ‘Parade (NJ)’)

FY 2013

Low Power DisplayPort to VGA converters

Standard Plus Ultra Low Power eDP TCON

Source Driver with integrated-Stream Protocol (iSP) interface

Low Power, Small Package USB 3.0 Repeater/Redriver

FY 2014

2" generation of eDP 1.3 TCON devices to continue to lead technology

MIPI DSI receiver

2" generation HDMI jitter cleaning

Maturing Source Driver technologies with a series product offering in both SIPI
and iSP protocols

MIPI based single chip smartphone display devices

MIPI to eDP converter

High resolution eDP TCON to support 4K x 2K panel

FY 2015

USB 3.1 with DisplayPort Alt Mode active switch with redriving (Source & Sink
Applications)

DisplayPort 1.2 to HDMI 2.0 converter supporting 60Hz 4K x 2K resolution
display

3rd Generation eDP PSR TCON

2.5 Risk Factors

Foreign issuing companies are required to provide information on the countries where the

Company was incorporated and where the Company and subsidiaries mainly operate. The

information should discuss the domestic economy, changes in political environment, foreign

exchange control, taxation, relevant decree, and the risks and response measures associated with
the recognition of civil judgment from our court of law; and other risk factors please refer to 7.6
Risk Management.

(1) Country of registration: The Cayman Islands

I.  Changes in economic and political environment

The Cayman Islands is located 268 kilometers northwest of Jamaica and 640
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kilometers south of Miami in the Caribbean Seas. The Cayman Islands is a British
Overseas Territory with George Town as the capital. The Cayman Islands is politically
stable with English as the official language. The islands’ main source of income arises
from its financial service industry and tourism industry. Due to the country’s tax
exemptions, it is currently the 5t largest financial center in the world only behind New
York, London, Tokyo, and Hong Kong.

Companies registered in the Cayman Islands may be categorized as “Ordinary
Company”, “Ordinary Non-Resident Company”, “Exempted Company”, “Exempted
Limited Duration Company” and “Foreign Company”. Among these companies, only
exempted companies are permitted to re-domiciliation from the original place of
registration, therefore, most foreign companies are exempted companies. In addition,
exempted companies are not permitted to operate locally, and are mainly exercised by
corporations and individuals for financial purposes. Over the years, the government of
the Cayman Islands has been actively promoting its reputation in offshore financial
operations with the signing of the Mutual Legal Assistance Treaty with United States
and Great Britain in 1990. This treaty was aimed at preventing international crime
organizations from dealing illegally through the country’s financial system. The treaty
has also made the laws of the Cayman Islands more complete; complying with listing
regulations from United States, Singapore, and Hong Kong, and has attracted over
60,000 registrations of exempted companies.

Summarizing the above, Parade Technologies, Ltd. is registered as an exempted
company in the Cayman Islands, with no operations locally. The Cayman Islands has
experienced long periods of political stability, and as the fifth-largest financial center in
the world, changes in the economic or political environment will not have major
influence on the overall operation of the Company.

. Foreign exchange control, taxation and related Act

The Cayman Islands has no foreign exchange restrictions, and adopts the fixed
exchange rate system. Apart from license fees, all exempted companies are free of any
tax obligations. In terms of laws and regulations, exempted companies of the Cayman
Islands are under the following regulations:

(A)No business operations of exempted companies are permitted within Cayman
Islands.

(B) No exempted companies are permitted to offer shares or bonds to citizens of the
Cayman Islands. Exempted companies are also not permitted to acquire ownership of
land on Cayman Islands.

(C) The Companies Law of the Cayman Islands does not require companies to hold
Annual General Meetings (AGM). Companies should refer to the article of
association with issues regarding the holding of AGM and board of directors
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meetings. On the 17th of May 2011, special resolutions were reached at the
shareholders meeting, agreeing on holding the AGM within 6 months after close of
each fiscal year. The Company’s Article of Incorporation also states that the time
and location of the AGM will be decided at the board of directors meeting. Unless
otherwise specified by law, the annual general meeting will be held in the Republic
of China (ROC).

(D) In order to issue new shares, resolution needs to be reached at the board of directors
meeting or shareholders meeting. The article of association limits the amount of
newly issued shares to within the authorized capital amount. Over 2/3 of the
directors attended the board meeting, and the majority of directors reached a
resolution not to issue bearer shares.

(E) Exempted companies are not required to provide stock ledger for public viewing, or
submit shareholder details to Cayman Islands’ Registry of Companies. The
Company’s article of association states that the board of directors will provide stock
ledgers at the Company registry (if applicable) and the office of stock transfer agent
in the Republic of China, or any locations within or outside the Cayman Islands that
is deemed necessary. The share ledger will contain shareholder details, the amount of
shares held by each shareholder, and any other details required by the law.

(F) Exempted companies may apply to the government of Cayman Islands for a
certificate of tax exemption. For the initial application of this document, the
validation period is 20 years, and application for renewal can be made before the
expiration date.

(G) Exempted companies may apply to withdraw registration and relocate company
registration to another country.

(H) Exempted companies may register as ‘Exempted Limited Duration Company’.
Exempted limited duration company requires at least 2 shareholders, and the
maximum validation period is 30 years.

(I) Concerning the rights of minority shareholders, there exist differences between the
laws of the Cayman Islands and that of Republic of China or other judicial areas. Our
company has made alterations to the article of association in order to protect the
rights of investors in Taiwan. The alterations were made in accordance with ROC
Securities and Exchange Act, Company Act, requisitions from competent authorities,
and all within the limits set forth by laws and regulations of the Cayman Islands.

(J) Unless permission is granted, the Company name may not contain the following
titles: ‘Bank’, ‘Trust’, ‘Mutual Fund’, ‘Insurance’, ‘Royal’, ‘Imperial’, ‘Empire’,
‘Assurance’, ‘Building Society’, or ‘Reinsurance’. The registration document must
be written in English.

(K) Cayman registered company shall pay annual fees and file tax on a timely basis for
continuous operations.

(L) Cayman registered company is restricted the limit set forth by laws and regulations

5



of the United Union.

Summarizing the above, due to open foreign exchange policy adopted by the
Cayman Islands, there is no related control restrictions, and should not have major
influence on the capital allocation of the Company. The Company has obtained a tax
exemption certificate from the government of Cayman Islands. According to Tax
Concession Law (1999 Reuvision), the tax exemption period is 20 years from the issue
date of the certificate, and laws binding the taxation on profits, income, gains, and
appreciations will not be applicable to the Company. Any related disbursement in
accordance with Tax Concession Law may also be ignored (document of proof needs to
be verified). In terms of laws and regulations, The Company will follow the rules set out
in the Company’s article of association and the Company Law of Cayman Islands.
Concerning the rights of minority shareholders, there exist differences between the laws
of Cayman Islands and that of the ROC or other judicial areas. Our company has made
alterations to the article of association in order to protect the rights of investors in
Taiwan. The alterations were made in accordance with ROC Securities and Exchange
Act, Company Act, and all within the limits set forth by laws and regulations of the
Cayman Islands. Although alterations to the Company article of association have been
made, the degree of shareholder rights protection might still be different when compared
to that of companies in the ROC. Please refer to section 8.4 of the annual report for
details regarding the exercise of shareholder rights.

Acknowledgement of our country’s civil court judgment (Update opinion of legal
counsel)

Parade Technologies, Ltd is an exempted company with limited liability
incorporated in the Cayman Islands. Although there is no statutory enforcement in the
Cayman Islands of judgments obtained in the Republic of China, a judgment obtained in
such jurisdiction will be recognized and enforced in the courts of the Cayman Islands at
common law in principal, without any re-examination of the merits of the underlying
dispute, by an action commenced on the foreign judgment debt in the Grand Court of the
Cayman Islands, provided that such judgment:

(A)is given by a foreign court of competent jurisdiction;

(B) imposes on the judgment debtor a liability to pay a liquidated sum for which the
judgment has been given;

(C)is final;

(D)is not in respect of taxes, a fine or a penalty; and

(E) was not obtained in a manner and is not of a kind the enforcement of which is
contrary to natural justice or the public policy of the Cayman Islands.

If the judgment sought to be recognized and enforced in the Cayman Islands does
not satisfy the requirements above, it will not be recognized and enforced in the courts of
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the Cayman Islands.

Given the above, there is risk that the final civil judgment from the court of the
ROC will not be recognized and enforced in the courts of the Cayman Islands.

(2) United States

Changes in economic and political environment

In 2013, after several stimulus and the market became positive, the economy in
United States had moderately recovered, the Housing Start increased, the unemployment
rate fell below 7%, the domestic expenditure increased, all indicated the economy grew.
Based on the forecast of IMF, most of the regional economy had experienced economic
recovery driving by moderate increase of business activities, and the 2013 economic
growth rate shall have increased by 1.9% in comparison to prior year, according to
United States Department of Commerce.

The Federal Reserve confirmed cessation of buying bonds in October 29, 2014 after
injection of its $4.5 trillions bond-buying programme, halting a radical monetary policy
introduced nearly six years ago to steer the US economy through the financial crisis.

After Federal Reserve ends QE, it directly impacts the supply of American dollars
to decrease and bond yield rate to rise. This also bids up the U.S. dollar value. Rising
U.S. dollars assets will attract international capital into American again, but it may
reduce the internationally competitive of products export due to the interest rate rising or
the U.S. dollars appreciation rapidly. Hence, the Fed has adopted “super cheap money
policy” by changing foreign currency with other developed countries to secure the
interest rate of U.S. dollars continually in a low level. In short, QE policy has reached
the goals on increasing job opportunity and economic growth. The 2014 economic
growth rate has increased by 2.4% in comparison to the prior year.

Based on the forecast of IMF, the 2015 economic growth rate in United States shall
be around 2.6%~3.0%. FED also estimates the 2015 economic growth rate in United
States shall be reached to 3.6%. The market demand of electronic devices will increase
driven by economy recovery, which shall be positive to our business.

The Company specializes in the production of IC for digital image display products,
and product applications that are found in Notebooks and LCD monitors. Our main
customers assemble the products in Asia and distribute them around the world. The
United States is the world’s leading market for consumers’ products, so the demand for
consumer products will rebound with the recovery of the US economy, providing an
optimistic outlook on the business development of the group.

Foreign exchange control, taxation and related Act

The US financial system has become a mature and complete financial body after
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long periods of evolving. Its currency market is the most developed currency market in
the world, providing the most convenient platform for international financial
transactions. The buying and selling of foreign currency in the United States is no longer
restricted by foreign exchange controls, and the group’s US operation has not
encountered risks resulted from foreign exchange controls. With concerns to risks
related to law and tax regulations, the group’s US operation has not encountered any
changes to the Company financials as a result of changes in law or tax regulations, but
future changes in related laws or tax policies might have adverse effects on the Company
financials.

Recognition of civil judgment from our court of law

In accordance with ‘Uniform Foreign-Country Money Judgments Recognition Act,
Cal. Code Civ. Proc. §1713 et seq.” of California, the civil judgment from the Republic
of China should meet at least the following provisions in order for the court of California
to decide whether to recognize the civil judgment, and any of the following are not
allowed:

(A) In general, foreign judgments are recognized by California court. The final judgment
must contain a clear statement of the amount and payment term. Such foreign
judgment must be final, conclusive and enforceable. The judgment cannot include
the following:

(@) Itis ajudgment for tax;

(b) The judgment was related to fine, amercement, or other similar penalties;

(c) It is a judgment regarding divorce, duties for raising, alimony or the relationship
of other kinship; and

(d) Whereas the judgments regarding divorce, duties for raising, alimony or the
relationship of other kinship, not include the judgments recognized by California
Courts that the related judgment had been recognized according to the law of
R.O.C.

(B) An action to recognize a judgment from the ROC shall be commenced within the
earlier of the time during which the judgment is effective in the ROC or 10 years
from the date that the judgment became effective in the ROC (Unless ROC law
regulates a shorter effective period). The court of California shall not recognize a
foreign-country judgment if any of the following applies:

(@) The judgment was rendered under a judicial system that does not provide
impartial tribunals or procedures compatible with the requirements of due
process of law.

(b) The foreign court did not have personal jurisdiction over the defendant, or
jurisdiction over the subject matter.

In addition, the court of California is not required to recognize a foreign-country
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judgment if any of the following applies:

(A) The defendant in the proceeding in the foreign court did not receive notice of the
proceeding in sufficient time to enable the defendant to defend;

(B) The judgment was obtained by fraud,;

(C) The judgment was obtained by fraud,;

(D) The judgment conflicts with another final and conclusive judgment;

(E) The proceeding in the foreign court was contrary to an agreement between the
parties under which the dispute in question was to be determined;

(F) The foreign court was a seriously inconvenient forum for the trial of the action
(serious forum non conveniens);

(G) The judgment was rendered in circumstances that raise substantial doubt about the
integrity of the rendering court with respect to the judgment;

(H) The specific proceeding in the foreign court leading to the judgment was not
compatible with the requirements of due process of law; or

() The judgment includes compensation for defamation; unless California court holds
that there are sufficient procedural protections for freedom of speech and freedom of
press under the California and U.S. Constitution.

Summarizing the above, according to laws of the United States, if the conclusive
civil judgment from the court of ROC meets the above provisions, it should be
recognized and carried out by the court of California, otherwise there still exist the risk
that the civil judgment from the court of ROC might not be recognized and carried out
by the court of California.

(3) China
I.  Changes in economic and political environment

In 2013, the overall economy in China was affected by decrease of investments in
infrastructure, and slow down of bank financing which increased financial costs,
however, the 7.7% annual economic growth rate was still higher compare with the 7.5%
of international market.

China confronted a downturn in real estate market and a decrease in fixed asset
investments in 2014, yet China provided various loan measures to companies to ease
their loan problems and shifted from an export-oriented economy towards a
domestic-oriented economy, hoping to increase the scales of the public consumption and
the service sector to become the driving engines of the economy. The economic growth
rate was 7.4% in 2014, which still shows a relatively stable development trend.

Parade Technologies, Inc. (SH) and Parade Technologies, Ltd. (NJ), the Company’s
China subsidiaries are the research and development centers with no production or sale
operations, therefore, changes in China’s political environment will have relatively low
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impact to the Company. According to International Monetary Fund (IMF) and World
Bank, 2015 economic growth rate in China is expected to be 6.8% and 7.1%,
respectively. This shall be favorable to the market demand of electronic devices, and
which positive to our business.

. Foreign exchange control, taxation and related Act

In China, the exchange of Renminbi (RMB) for foreign currency is still restricted.
The main regulations for foreign exchange control of China are “Regulations on the
Foreign Exchange System of the People's Republic of China” and “Administration of the
Settlement, Sale and Payment of Foreign Exchange Provisions”. According to relevant
regulations, foreign currency is prohibited for circulation and shall not be quoted for
pricing or settlement in the territory of the People's Republic of China (PRC). All
foreign exchange receipts of domestic entities shall be repatriated, and according to
regulations, sold to the designated foreign exchange banks or upon approval, deposited
into a foreign exchange account. In addition, valid documents and commercial bills must
be provided in order to engage in the sale and purchase of foreign currency with
designated foreign exchange banks. Foreign funded enterprises obtaining permission to
exchange RMB for foreign currency under the current account (includes the distribution
of dividends to foreign investors) must provide documents related to the transaction. For
RMB exchange under the capital account such as offshore direct investment or the
offering or trading of securities and financial derivatives, registration at the
Administration of Exchange Control is required. Laws and regulations also require
permission to be obtained from competent authority or apply for a filing; procedures to
obtain permission or filing should be done before the foreign currency registration. For
foreign currency exchange under the capital account such as obtaining loans or
withdrawing investment from China, permission from relevant foreign exchange
controlling bodies should be obtained, and registration at the Administration of
Exchange Control is also required.

On the 1% of January 2008, the Chinese government initiated the “Labor Contract
Law” and “The Implementing Notes of China’s Labor Contract Law”, effective from the
18™ of September 2008. The new law aims to protect the legitimate rights and interests
of the workers and improve the labor system by specifying the rights and obligations of
both parties to the labor contract. The following relates to relevant employment
regulations, and will increase costs for corporations when employment or the labor
contract is illegally concluded:

(A) The economic compensation shall be paid to workers according to the number of
years he has worked for the employer by the rate of one month's salary for each full
year he worked.

(B) During the probation period, the salary of a worker shall not be lower than the
minimum salary for the same post of the same employer or not lower than 80 percent
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of the wage as stipulated in the labor contract, nor may it be lower than the minimum
wage of the locality where the entity is situated.

(C) The worker has worked for an uninterrupted term of ten years for the employer, or
concluded two consecutive labor contracts with fixed period; a labor contract
without a fixed period shall be concluded except that the employee proposes to
conclude a labor contract with a fixed period.

(D) If an employer fails to conclude a labor contract without a fixed period with a worker,
the employer shall pay the worker double amount of his monthly salary until such
labor contract has been concluded.

(E) If an employer fails to conclude a labor contract in written form with a worker in
more than one month but less than one year after the date of starting to use him, it
shall pay the worker double amount of his monthly salary.

(F) If an employer employs someone who has not concluded employment or the labor
contract with the previous employer, if any damage occurs to the other party, the
party at fault shall be liable for compensation.

On the 16" of March 2007, Mainland China passed a new enterprise taxation law,
the “Law of the People's Republic of China on Income Tax of Enterprises with Foreign
Investment and Foreign Enterprises”, applying a tax rate of 25% to all taxable income of
foreign enterprises and also putting an end to 20 years of preferential tax treatment for
foreign enterprises. The new law became effective from the 1% of January 2008. The
new taxation law increased restrictions on preferential tax treatments and focused the
policy on benefiting certain industries. The main tax incentives includes tax exemption
for the first 2 years and 50% tax reduction in the following three, low tax rate
preferential, 50% reduction in tax for exporting enterprises, reinvestment tax refund, and
tax exemption on share dividend. Besides the tax rate preferential (from 15% to 25%)
and tax reduction preferential (exempt for the first 2 years 50% reduction in the
following 3 years) for a transitional period of 5 years, other tax preferential has been
withdrew in 2008. The new tax law abolished the tax preferential for foreign investors
and the tax exemptions on distributable profits. When companies in the Mainland
distribute earnings to foreign investors, a dividend tax rate of 10% (institutional
investors) and 20% (individual investors) will be deducted.

Parade business is not belongs to labor-intensive industry. In China, Parade’s
employees major are R&D. The retaining of employees has complied with related
regulations. Therefore, the proceeds of labor contract law of People’s Republic of China
will not have any impact for the Company. In addition, the Finance Department and
Administration Department of Parade usually close monitoring the changing of related
regulations and Political and Economic situation of People’s Republic of China. Parade
also will consult with lawyer and CPA timely to reduce the possibility of risk.
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In regulations aspect, the subsidiary of Parade should follow the China Company
Act and other related regulations. In this section, we only summarize the recent changes
of regulations related to foreign exchange, taxation and labor law. If investors would
more understand the impact for the Parade’s operation and individual investors regard to
the China’s regulations, we are suggest consulting the professional experts.

Recognition of conclusive civil judgment from our court of law

In accordance with “Recognition of the Verdicts on Civil Cases Made by Courts of
Taiwan Province” and “Supplementary Provisions of the Supreme People's Court on the
People's Courts' Recognition of Civil Judgments of the Relevant Courts of the Taiwan
Region”, related persons and parties has the right to apply for recognition from the
People’s Court on the civil judgments from the court of Taiwan regarding commercial
affairs, intellectual property, maritime affairs, and civil disputes. Application for
recognition from the People’s Court may also be made on the civil judgments regarding
civil verdicts from the court of Taiwan, mediation documents, orders of payment, and
judgments from arbitration organizations in Taiwan.

According to previous regulations, the examination and recognition of civil verdicts
shall be done by the People’s court, and judgments with the following conditions shall
not be recognized:

(A) The effectiveness of the judgments on civil cases involved in the application has not
yet been verified;

(B) The civil verdict has been made in the lack of presence of legal subpoena to the
defendant, or under impotence of defendant in legal acts both in person and in
commission

(C) The civil case falls under the total jurisdiction of the People's Court.

(D) The parties in the civil action have entered into arbitration agreement previously.

(E) The case has had a ruling from the People's Court, a judgment from foreign or
overseas regional court or arbitration from an overseas arbitral organ which is
recognized by the People's Court.

(F) The civil case applied for recognition goes against the basic principles of national
laws and regulations, or inflict harms to social and public interests.

(G) The civil verdict from the court of Taiwan is in violations with the one-China
principle.

Summarizing the above, the People’s court is still recognizing civil judgments from
the court of Taiwan under certain conditions. Considering the uncertainties related to the
time and effectiveness of the delivery, application, and execution of litigation documents,
risks still exist that civil verdicts from the court of Taiwan might not be recognized and
carried out by the court of China.
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(4) Hong Kong

Changes in economic and political environment

The Hong Kong Special Administrative Region is located in the heart of the
East-Asian region. On 1% of July 1997, due to changes in the country’s constitution,
Hong Kong became “The Hong Kong Special Administrative Region of the People’s
Republic of China”. The People’s Republic of China enacted “The Basic Law” to
establish Hong Kong as a special administrative region, and follows the principles of
“one country, two system” by maintaining the capitalist system that was embedded
before sovereign rights were transferred. At the same time, The Basic law also regulates
the methods of managing the Special Administrative Region in the next 50 years by
promising not to apply the socialist system and policies to Hong Kong. According to
The Basic Law, Hong Kong is authorized to exercise high degree of autonomy and enjoy
executive, legislative, and independent judicial power and even that of final adjudication.
The executive authority and legislature of the Hong Kong Special Administrative
Region shall be composed of permanent residents of Hong Kong, while maintaining its
status as a free port, independent taxation territory, and a global financial center.

On the economy, the government of Hong Kong is firmly committed to principles
of “market leads, government facilitates” and “small government, big market”. The
government policy is aimed at maintaining and developing a complete law structure,
regulatory system, basic infrastructure, and administrative system; this provides a fair
and competitive environment to people involved in the market and allowing enterprises
to fully demonstrate enterprise spirit under a free, fair, and competitive environment.
The Hong Kong government is also active in promoting its economic growth and using
the fast-developing Mainland as its hinterland to become an international center for
commerce, trade, and finance. Hong Kong has a low interference policy on the free
market with numerous characteristics such as having a tax-free port with no trade
barriers, very few economic interventions from the government, extremely low inflation,
very few barriers on capital liquidity and foreign investments, very few restrictions on
the financial and banking industry, very few interventions on salary and pricing, strong
concepts on property rights, maintain control regulations at low levels, and very few
abnormal market activities. According to the Index of Economic Freedom, in year of
2015, Hong Kong was honored as the most free economy entity for consecutive 21 years.
In 2012, the global economy was still hard, and the exportation in China didn’t improve
significantly, economic growth rate in Hong Kong had only increased by 1.4%
compared with prior year. In 2013, due to improvements in employment rate and income,
the expenditure from privative section arose by 4.2%, the overall exportation of
commaodities increased moderately, but the exportation of services increased by 5.8%
and became the key driver to push the economy growth, as result the economic growth
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rate in Hong Kong had increased by 2.9% compared with prior year. Compared with the
stronger economic growth rate in 2013, Hong Kong economic growth rate was 2.3% in
2014, and that was because its cargo export slowed due to slower economic growths in
major developing countries and the public consumption increased by a small margin. For
2015 outlook, stronger economic energy is expected when a greater number of travelers
visit Hong Kong and export seems to be more optistimc. Hong Kong economic growth
rate is expected to be 1~3% in 2015.

. Foreign exchange control, taxation and related Act

The Hong Kong economy is based on business freedom, free trade, and open
policies. The Hong Kong government has no trade restrictions or foreign exchange
controls.

In terms of taxation, Hong Kong has a low tax rate with relatively simple tax
regulations. Direct taxation only consists of the taxation on income, salary, and
corporate profits. Hong Kong does not levy capital gains tax, sales tax, tax on share
dividends, or estate duty. Taxes are only levied on income derived from or within Hong
Kong, and the current tax rate on profit is 16.5%. Income derived from territories outside
of Hong Kong will not be levied. Hong Kong is a free port with no customs tax on
imported goods with exceptions on liquor, tobacco, hydrocarbon oils, and methyl
alcohol. There is no taxation on the exporting of goods from Hong Kong.

After evaluating the tax laws of Hong Kong, we have not observed any influence
on the Company’s financials as result of changes to relevant laws or tax regulations. In
the future, besides collecting information on the changes in relevant tax laws and
policies of Hong Kong that may affect the Company’s business and financials, we will
also seek professional opinions and take relevant precautions in order to reduce tax
related risks.

In regulations aspect, as Parade has a branch office at Hong Kong and should
follow the Hong Kong Company Act and other related regulations. In this section, we
only summarize the recent changes of regulations related to foreign exchange and
taxation. If investors would more understand the impact for the Parade’s operation and
individual investors regard to the Hong Kong’s regulations, we are suggest consulting
the professional experts.

Recognition of civil judgment from our court of law

There is no mutual agreement between Hong Kong and Taiwan on the recognition
of civil judgment from each country. There has not been a clear decision from the court
of Hong Kong on issues related to the recognition and execution of civil judgment from
the court of Taiwan. The court of Hong Kong may recognize orders from the court of
Taiwan when the following conditions are met:
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(A) The right with regarding the order is a purely private right

(B) Recognition of the court order is in line with public justice, law and order, and
common sense.

(C) Recognition of relevant orders does not violate public policies of Hong Kong or with

animosity towards the legal sovereign of the People’s Republic of China.

(The above list is not exhaustive.)

In addition, when considering the recognition of civil judgment, the court of Hong
Kong will adopt international principles under the common law and the procedural
examination, which includes but is not restricted to:

(A) Whether the court has judicial jurisdiction on the case

(B) Whether the respondent has received a notice to respond and given enough time to
prepare.

(C) Whether the judgment is effective and can be carried out.

(D) Whether recognizing the judgment will cause harm to the court or the public order in
that area.

Summarizing the above, currently the court of Hong Kong is only recognizing civil
judgments from the court of Taiwan when certain conditions are met. If the conclusive
civil judgment from the court of Taiwan meets the conditions mentioned previously, the
judgment would be recognized and carried out by the court of Hong Kong, otherwise,
we must not rule out the risks that the civil judgment from the court of Taiwan might not
be recognized and carried out by the court of Hong Kong.

(5) Taiwan
I.  Changes in economic and political environment

In year 2012, global economic getting weaker due to the worsen of sovereign debt
of occidental country. European debt problem not only could not remission after Greece
received bailout fund, but also expansion the debt problem to Spanish and Italy.
Meanwhile, Greece internal doesn’t have common consensus regard to the austerity that
need further be approved by plebiscite and increase the break up risk of European Union.
In addition, the improvement speed of US economic is getting decline after the second
quarter of 2012. And more surprise is the decline of China economic. Its economic
growth rate of second quarter and third quarter is hit the new low. Above factor causing
the serious impact for global economic and Taiwan economic also has been suffered by
such impact. Taiwan export statistics has been decline for several months. According to
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the statistics of Directorate-General of Budget, Accounting and Statistics, Executive
Yuan, R.O.C., Taiwan year 2012 economic growth rate decline to 1.26%.

In year 2013, the global economic start recovery under US economic has improved
in fundamental, China economic start its growth momentum and Japan proceeds
quantitative easing policy. As mobile device such as smart phone and Tablet constantly
revolutionary and the IC foundry capacity becomes sufficient at advance process, new
application in large size smart TV and touch panel driven the growth of Taiwan related
supply chain and further pull up the growth of Taiwan’s export. Such growth improved
Taiwan employment market and increase the consumer confidence. According to the
Directorate General of Budget, Accounting and Statistics, the 2013 economic growth
rate in Taiwan should be 2.11%.

IC Manufacturers starting releasing capacity for advanced manufacturing process,
vendors from United States and Japan increasing the purchase quantities, recovery of
DRAM and Solar industry, manufacturers of supply chain of mobile devices benefited
from the continuous innovation of launch of new products, all these positive factors
support the growth in exportation, although manufacturers in China are also getting
stronger and compete by aggressive pricing, the private capital expenditure will increase
because of the demand for high-end chips of mobile devices, continuous capital
expenditure spending, 4G infrastructure expansion by telecommunication companies,
and purchases of aircrafts by aviation companies, as result, the 2014 economic growth
rate in Taiwan was 3.74%.

Taiwan is a democratic country that has thrived in the area of political power and
civil liberty, and was also ranked highly on the political freedom index by the Freedom
House. Not only is Taiwan politically free and stable, it also stood out in the ratings of
“Government Effectiveness” and “Regulatory Quality”. According to an evaluation by
the World Bank on 212 countries or regions in the world, Taiwan was ranked in the top
20%. In addition, the Taiwan banking system has abundant liquid capital, surplus in
current account, large foreign currency reserve, and low in foreign and average debt,
therefore, the economic body of Taiwan is sound and possesses long-term investment
value when compared to other emerging countries in the world. According to The Global
Competitiveness Report issued by WEF in September 2013, Taiwan ranked 12th place
among 148 countries. Based on the Evaluation Report on Investment-Environment Risk
released by BERI in April 2011, Taiwan ranked 4th place with score of 72.

Recently, the government of Taiwan has been actively promoting new cross-strait
policies with the signing of the Economic Cooperation Framework Agreement (ECFA)
on the 29" of June 2010. The agreement is aimed at strengthening trade integration and
effectively reducing cross-strait political risks and instabilities in our relationship with
China.

According to Institute of Economic, Academia Sinica, for 2015 outlook, lower cost
of international raw material and stronger US dollar will boost economic growth rate, yet
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less trading reliance with China will impact the economic expansion. Taiwan economic
growth rate is expected to be 3.38%, which shows a relatively stable development trend.

. Foreign exchange control, taxation and related Act

Due to Taiwan’s small economic body, since establishment, the Taiwan foreign
exchange market has always adopted the “floating exchange rate system”. The central
bank has taken a dynamic stance regulating foreign exchange, and the government will
only intervene in situations where stability of the economic and financial environment is
adversely affected. These situations include excess volatility and disorderly changes in
the foreign exchange rate, emerging of abnormal factors (such as significant movement
in short term capital), or seasonal factors causing excessive volatility to the foreign
exchange rate. Otherwise, the exchange rate of the New Taiwan Dollar for United States
Dollar is largely determined by the demand and supply of the market. Taiwan no longer
has foreign exchange controls except for finance related foreign exchange remittances,
and they are as follows:

(A) Inward and outward remittances related to foreign trade in goods, services, or any
capital transactions (includes direct investments and portfolio investments) approved
by competent authority are completely liberalized.

(B) Citizens over the age of 20 or foreign persons or companies that has obtained
residence permit, are permitted annual remittances not exceeding USD 5 million and
USD 50 million dollars respectively.

(C) A single remittance not exceeding USD 100,000 by a non-resident may proceed
directly to an authorized bank.

In terms of taxation, Taiwan follows “the Rule of Law” and “Doctrine of Taxation
by Law”, and these laws regulate the collection of taxes in Taiwan. Taxes are collected
by different tax collecting bodies and are namely national taxes (includes personal
income tax, corporate income tax, business tax, securities transaction tax, estate and gift
tax, and commodity and customs tax) and local taxes (such as land value tax, land value
increment tax, building tax, deed tax, and stamp tax). In recent years, Taiwan has
initiated its tax reform based on “low tax, simple policy”, and since 2010, the tax rate on
operating profits has been reduced to 17%, matching Hong Kong as countries with the
lowest tax rate in Asia. In order to avoid double taxation, fiscal evasion, and to
strengthen economic relations, the government of Taiwan has been involved in the
signing of tax treaties in recent years. Up to the 31* of May 2010, comprehensive tax
treaties have been concluded with 17 countries.

Although Taiwan adopts the floating exchange rate system, but it does pose major
restrictions on the capital liquidity of the Company’s operating activities. In addition,
after evaluating relevant tax laws of Taiwan, no influence on the Company’s financials

17



have been observed as result of changes in relevant laws or tax regulations. Besides
collecting information on irregular basis on the changes of relevant tax policies, foreign
exchange policies, and laws that might affect the Company’s financials and businesses,
we will also seek for professional opinions and adopt precautionary measures in order to
reduce risks associated with tax and foreign exchange.

Recognition of civil judgment from our court of law

The Company’s main operation is located in Taiwan; therefore, the evaluation on
the recognition of civil judgment from our court of law is not applicable.
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3.1 Company Organization

I1l. Corporate Governance

3.1.1 Organizational Structure

Shareholders’ Meeting

Compensation
Committee

Board of Directors

l . -
| 1 Audit Committee

3.1.2 Main Corporate Functions

. Logistic Dept.

l Chairman
! |  Internal Auditor I
| CEO
President
Finance Dept. Marketing Dept. R&D Dept. Operation Dept. Sales Dept. | IT Dept. I
1 Sr. VP of EVP of EVP of Engineering AVP of . Sr. VP of
Finance Marketing Operations Sales
Finance Marketing Product
Dept. Dept. Development Dept Production —l HK Sales Dept. I
Planning Dept.
Ac%ounting | FAE Dept. I Product Design
ept. Degpt. TW Sales
Manufacture D
ept.
Technology
HR & System Engineering Dept.
Admin. Dept. Dept.

Department

Functions

Chairman

In accordance with resolutions from the Board of Directors, determine

company operating principles, policies, goals, and operating plans. Present the
operating plan to the board of directors, and produce operating outcomes and
financials reports at each stage of the plan.

Vice Chairman

Assist Chairman in implementing business strategies, policies and targets

Chief Executive
Officer

Responsible for planning, execution, and coordination of company sales

operations. Manage the production and R&D functions, and command and

monitor the execution of related department matters in order to achieve the

operating goals of the Company.
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Department

Functions

President

Manage product research, design, development, quality and reliability.
Responsible for advanced technology development, intellectual property and
patent rights.

Internal Audit

Examine and evaluate the internal control system, operation, and flaws in the
management regulation, and adequately provide improvement suggestions
and reviews in order to maintain effective implementation of management
regulations and also to assist the Board of Directors on the auditing of
company internal regulations and the executions.

Finance Functions related to the Company’s finance, accounting, equity, treasury and
asset management, personnel, establishment of policy and procedures, and to
provide the optimal strategy for company management.

Marketing Plan and promote marketing strategies, and collect information on the market
and its trend in order to develop new products and technologies.

Operations Responsible for tracking the progress on chips manufacturing and testing by

semiconductor foundries and assembly and test foundries, and manage other
outsourcing matters.

Research and
Development

Responsible for product development design, circuit layout, and verification.
Also responsible for the integration, examination, application, and
management of patent cases.

Sales

Responsible for product sales, customer services, and market development.

IT

Responsible for information systems, software maintenance, ERP system
planning, information technology support and maintenance.
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3.2 Directors and Supervisors

3.2.1 Board of Directors

4/27/2015; Unit: Shares; %
Current Shareholding b Executives, Directors or
Nationality Date First|  Dat Shareholding Current Shareholding of Nominee? 4 c  Positi ¢ Parade and Supervisors who are
. - ate Firs ate i . . urrent Positions at Parade an ithi
Title  |or Location| Name |“f-o | polc | Term When Elected | Shareholding | Spouseand | 5 nement | Education and Experiences positions at Other Companies spouses or within two
Registered Minor degree of kinship
Shares % Shares | % Shares | % Shares % Title | Name | Relation
'IzrsirTQD of University of California |cgQ of the Company
. . 2,734,499 3,468,427 . . . CEO & Chairman of Parade (US)
Chairman USA Ji Zhao |11/15/2005|06/19/2013| 3 years (note 1) 5.21% (note 2) 4.59% 0]0.00% 0/0.00% 'I\{ep(:f?rf](l)zlgg:gsermg at Cerdelinx Chairman of Parade (SH) None | None None
President of Parade (US) Chairman of Parade (NJ)
President of the Company
President & Executive Vice
; R President of Engineering of
h\/.'ce USA  [Ming Qu |11/15/2005|06/19/2013| 3 years | 2,826,499|5.38%| 3,540,732|4.69% 0[0.00% 0[0.00% (E;EOPha?é)grggﬁ%sx@r‘:‘cwngg“’i%f'ty Parade (US) None | None | None
Chairman 9 Director of Parade (SH)
Director & President of Parade
(NJ)
. M of Trnsink Copi
Director | R.O.C. “\]f;ri]('e 12/20/2005|06/19/2013| 3years |  122,250(0.23%|  171,155(0.23% 0[0.00% 0[0.00% gﬂeﬁfgr”{}{éog,‘#eng?égm ot UMC Director of Montage Tech. Group | None | None | None
9 Capital Director of Aicent, Inc.
Director of Sandforce Inc.
Bachelor degree of Huazhong
University of Science and ; ;
Director | P.R.O.C. |Hao Chen|12/15/2010|06/19/2013| 3 years 0[0.00% 0[0.00% 0[0.00% 0/0.00%| Technology Director of Legend Capital None | None | None
General Manager of Legend Director of Parade (SH)
Advanced System Ltd. East China
Director of Hsucheng Investment
MBA of University of Michigan, ~ [Company .
Ann Arbor Verstty chig Director of Opulan Tech. Director
Director ROC. |PaeN | 0ai0812007 |06/19/2013| 3years |  155.000(0.30%|  217,007|0.29% 0[0.00% 0| 0.00%|Bachelor degree of National Chiao |Of Amulaire Thermal Tech. None | None | None
Huang Tung University of Sci d Director of Global Compound
ung University of Science an Semi.
Technology Director of Lepro Seva
Director of Wenmai Corporation

21




Current Shareholdina b Executives, Directors or
Nationality . Shareholding Current Shareholding of Nomineeg y o Supervisors who are
Title or Location| Name Délte F'?t EIIDated Term | When Elected | Shareholding | Spouse and Arrangement | Education and Experiences Current P05|Ct)|c;]ns act: Parade and spouses or within two
Registered ecte ecte Minor positions at Other Companies degree of kinship
Shares | % | Shares | % | Shares | % | Shares | % Title | Name | Relation
c BSEE of University of Southern
. yrus California
Director USA Tsui 07/24/2007|06/19/2013| 3 years 0/0.00% 0[0.00% 0[0.00% 0{0.00% Chairman & CEO of Lattice None None | None None
Semiconductor
Independent Dennis BSEE of Texas A&M University
i USA S 01/03/2007 |06/19/2013 | 3 years 90,000{0.17%|  126,004(0.17% 0/0.00% 0{0.00%|CEO of Matrix Semiconductor CEO of Tabula, Inc. None | None None
Director egers Senior VP of Xilinx, Inc.
Jen-Lin aster E‘f Economics at National | |ndependent Director of Coland
Independent Chung Hsin University Holdings Limited.
: R.0.C. |(Norman) |10/20/2010|06/19/2013| 3 years 0{0.00% 0(0.00% 0(0.00% 0[0.00%|CFO of Motech Industries, Inc. - . None | None | None
Director Shen Director, CFO & SVP of Systex Independent Director of Pilot
Corporation Electronics Corp.
Charlie . ... |Senior Vice President, Worldwide
Independent g PhD of Carnegie Mellon University | - g
Director USA Xiaoli 10/20/2010|06/19/2013 | 3 years 0[0.00% 0{0.00% 0{0.00% 0[0.00% CEO of Cadmos Design Technology Flelq Operations of Cadence None | None None
Huang Design Systems, Inc.

Note 1: When elected, 1,069,230 of shares held are included in trust account.
Note 2: 1,307,972 of shares currently held are included in trust account.

Directors’ shares in trust account:

Title

Name

Trustee

Shares in Trust

% of outstanding shares

Chairman

Ji Zhao

The ZG Grantor Retain Annuity Trust

1,307,972

1.73%
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3.2.2 Major shareholders of the institutional shareholders: None.

3.2.3 Major shareholders of the major shareholders that are juridical persons: None.

3.2.4 Professional qualifications and independence analysis of Directors and Supervisors:

Meet One of the Fol:]owinghProfessional Qualifica’(ionk | d d t{C iteri (N t ) Concurrently
iteri Requirements, Together with at Least Five Years Wor naependen riteria ote .
Criteria Experience P Servmg asan
An Instructor or A Judge, Public Have Work Independent
Higher Position ina |Prosecutor, Attorney, |Experience in i
Department of Certified Public the Area of Director at.
Commerce, Law, Accountant, or Other ~ [Commerce, Other Public
Finance, Accounting, |Professional or Law, Finance, H
or Other Academic | Technical Specialists  |or Accounting, Companles
Department Related to|Who Has Passed a or Otherwise 1 2 3 4 5 6 7 8 9 |10
the Business Needs of | National Examination |Necessary for
The Company in a and Been Awarded a  |the Business of
Public or Private Certificate in a The Company
Junior College, Profession Necessary
Name College or University [for the Business of the
Company
Ji Zhao v V|iVv| V]| V|V V]|V 0
Ming Qu \Y; ViV V| Vv|Vv]|Vv]|V 0
Jackie Yang \Y \Y vV|iVv]|VvV ]|V ]|V]|V]|V]V 0
Hao Chen v v V|V V|iV|V]| V]|V 0
Darren Huang v V|V|V]|V V|iV|V]| V]|V 0
Cyrus Tsui v v % V|iV| V]| V|V 0
Dennis Segers \' \' V|V ViVv|V]|]V ]|V 0
Jen-Lin
(Norman) \Y; Viv|iv| Vv | Vv]|Vv|v|v]|v]|vV 2
Shen
Charlie Xiaoli
v V|V|V|V|V|V|V]|V]|V]|V 0
Huang

Note: Please tick the appropriate corresponding boxes if Directors and Supervisors have been met any of the following
criteria during the two years term of office and prior to being elected. :

(1)
)

©)

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

Not a director or supervisor of the Company or any of its affiliates. The same does not apply, however, in
cases where the person is an independent director of the Company, its parent company, or any subsidiary in
which the Company holds, directly or indirectly, more than 50% of the voting shares;

Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor
children, or held by the person under others’ names, in an aggregate amount of 1% or more of the total
number of outstanding shares of the Company or ranking in the top 10 in holdings;

(4) Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship,

()

(6)
()

(8)
(9)

of any of the persons in the preceding three subparagraphs;

Not a director, supervisor, or employee of a corporate/institutional shareholder that directly holds 5% or more
of the total number of outstanding shares of the Company or that holds shares ranking in the top five in
holdings;

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

Not a professional individual who, or an owner, partner, director, supervisor, or officer of a sole
proprietorship, partnership, company, or institution that, provides commercial, legal, financial, accounting
services or consultation to the Company or to any affiliate of the Company, or a spouse thereof;

Not having a marital relationship, or a relative within the second degree of kinship to any other director of the
Company;

Not been a person of any conditions defined in Article 30 of the Company Law; and

(10) Not a governmental, juridical person or its representative as defined in Article 27 of the Company Law.
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3.2.5 Remuneration of Directors ( including the Independent Directors)

5/5/2015; Unit: NTD in Thousands; %

Remuneration Total Relevant remuneration received by Directors who are also employees Total ;:a?irggen
. Compensation
Remuneration . Paid to
. . . A+B+C+D+E+F+
Comgsssation Severance Pay |Bonus to Directors Allowances (D) (A+B+C+D) as a ng:]ﬂzszagsg’ Severance Pay Profit Sharing Employee Employee Stock ResErimcl:tla?:lygfock (G) as A % of Net | Director
i 0, i H M
(A) and Pension (B) (C) (Note 1) % of Net Income Allowances (E) and Pension (F) Bonus(G) (Note 2) Option (H) Units(l) Income s
Title Name Compa Compa Compa Compa Companies in the Compa Noncons
nies in nies in Companie nies in Companie Companie nies in The Company Consolidated Companie nies in Companie | glidated
the the sinthe the sinthe s in the the Financial Report s in the the s in the Affiliate
The Consol The Consol The Consolida The Consol The Consolida The Consolida The Consol The Consolida The Consol The Consolida
Company | idated | Company | idated | Company ted Company | idated | Company ted Company ted Company | idated Stock Stock Company ted Company | idated | Company ted
Financi Financi Financial Financi Financial Financial Financi Cash (Fair Cash (Fair Financial Financi Financial
al al Report al Report Report al Market Market Report al Report
Report Report Report Report Value) Value) Report
Chairman |Ji Zhao
Vice .
: Ming Qu
Chairman 9Q
- Jackie
Director
ecto Yang
Director Hao Chen
. Darren
Director arre
Huang
Director Cyrus 0 0 0 0| 22,074| 22,074 1,583|1,583| 1.93%| 1.93% 0| 32,628 0 0]2,748 0]2,748 0 0| Note 3 0 0| 2.15%| 4.82%| None
Tsui
Independent|Dennis
Director Segers
Jen-Lin
Independent
- (Norman)
Director
Shen
Charlie
Independent|,. .
Director Xiaoli
Huang

Note 1: The Board of Directors resolved a proposal of 2014 Directors’ remuneration on May 5, 2015. The above Directors’ remuneration is an estimated amount and will be effective
upon the approval of Annual General Meeting of Members on June 25, 2015.
Note 2: The Board of Directors resolved a proposal of 2014 profit distribution on May 5, 2015. The proposed employees’ bonus is an estimated amount and will be executed
according to the approval of the Annual General Meeting of Members on June 25, 2015.
Note 3: Total shares of Employee Share Option Certificate Obtained by Executives please see page 72.
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Compensation Table

Compensation Paid to Directors

Name of Directors

Total Compensation (A+B+C+D)

Total Compensation (A+B+C+D+E+F+G)

Companies in the

Companies in the

The Company consolidated The Company consolidated
financial report financial report
Under NT$ 2,000,000 - - - -
Ji Zhao Ji Zhao Ji Zhao Jackie Yang
Ming Qu Ming Qu Ming Qu Hao Chen
Jackie Yang Jackie Yang Jackie Yang Darren Huang
Hao Chen Hao Chen Hao Chen Cyrus Tsui
NT$2,000,000 (includes) ~NT$5,000,000 (not included ) Darren Huang Darren Huang Darren Huang Dennis Segers
Cyrus Tsui Cyrus Tsui Cyrus Tsui Jen-Lin (Norman) Shen

Dennis Segers
Jen-Lin (Norman) Shen
Charlie Xiaoli Huang

Dennis Segers
Jen-Lin (Norman) Shen
Charlie Xiaoli Huang

Dennis Segers
Jen-Lin (Norman) Shen
Charlie Xiaoli Huang

Charlie Xiaoli Huang

NT$5,000,000 (includes) ~NT$10,000,000 ( not included )

NT$10,000,000 (includes) ~NT$15,000,000 ( not included)

Ji Zhao

NT$15,000,000 (includes) ~NT$30,000,000 (not included) - Ming Qu
NT$30,000,000 (includes) ~NT$50,000,000 (not included ) - -
NT$50,000,000 (includes) ~NT$100,000,000 ( not included) -

Over NT$ 100,000,000 -

Total 9 9 9 9

Note 1: Total remuneration paid to the directors and the names of the directors are disclosed on above compensation table.

Note 2: Total remuneration paid to the directors and the names of the directors on the companies in the consolidated financial report are disclosed on above compensation

table.

3.2.6 Compensation to Supervisors: The Company has no supervisors, thus not applicable.
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3.3 Management Team

3.3.1 President, Vice President, Directors and Supervisors of the Company and its affiliates (Note 1)

4/27/2015; Unit: Shares; %

Shareholding by Spouse or Relative Within  |[Employee
Nationality Shareholding Spouse and Minor Nominee Two Degrees of Share
. - Shareholding - . Current Positionsat | Consanguinity Servingasa |Option
Title or Location Name Date Elected Arrangement Education and Experiences Other C . p ifi
Registered er Companies Manager or Director ggrttl_ |ceéteb
Shares % Shares % Shares % Title | Name | Relationship Exeil?t?ves y
CEO of the
. . Company
. EE .PhD.Of Ur)lver5|ty of CEO & Chairman of
Chief 3468 427 California Irvine Parade (US)
Executive USA |Ji Zhao 11/15/2005 | ™ -, 4.59% 0| 0.00% 0] 0.00%|VP of Engineering at Cerdelinx - None | None None Note 3
. (Note 2) - Chairman of Parade
Officer Technologies (SH)
President of Parade (US) Chairman of Parade
(NJ)
President of the
Company
President &
Executive Vice
EE PhD of Texas A&M President of
President USA |Ming Qu 11/15/2005 | 3,540,732| 4.69% 0| 0.00% 0| 0.00%|University Engineering of None | None None Note 3
CTO at Cerdelinx Technologies [Parade (US)
Director of Parade
(SH)
Director & President
of Parade (NJ)
Sr. Vice MBA of San Jose State Sr. Vice President of
Presidentof | USA |JudyWang | 02/22/2007 | 244611 0.32% o| 0.00% 0| 0.0096|UNiversity of California Finance of Parade | \ 006 | None | None | Note 3
Finance California CPA (US)
Senior Director of Opnext Inc.
Executive Jinawu MS of Texas A&M University E?:sciggr\llf o\fllce
Vice President| USA 'ng .| 11/21/2005 |1,312,927| 1.74% 0| 0.00% 0[ 0.00%|AVP of XGI and Trident - None | None None Note 3
. Jimmy Chiu - Marketing of Parade
of Marketing Microsystems (US)
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Shareholding b Spouse or Relative Within  |Employee
Nationali . Spouse and Minor caing by Two Degrees of Share
ationality Shareholding Shareholdi Nominee . L - -
Title or Location Name Date Elected arenoiding Arrangement Education and Experiences Current Posmons_at Consanguinity Se_rvmg asa Optl_or_]
Y P Other Companies Mana Direct Certificat
Registered P ger or Director O(E)I' I_ IC(:ljeb
Shares % Shares % Shares % Title | Name | Relationship Exéilunt?ves Y
Supervisor of
Parade (SH)
Executive EE PhD of Colorado State Supervisor of
Vice President . o o o, |University Parade (NJ)
of Product USA |Ding Lu 12/12/2005 | 1,337,430 1.77% 0| 0.00% 0] 0.00% Engineering Director at XGl Executive Vice None | None None Note 3
Development and Trident Microsystems President of Product
Development of
Parade (US)
BSEE of John Moores
Sr. Vice University, Liverpool, UK.
President of Stephen M. 0 0 o| VP of Sales at SiliconBlue
Worldwide USA Donovan 05/23/2011 705| 0.00% 0| 0.00% 0[ 0.00% Vice President of World Wide None None | None None Note 3
Sales Sales at Lattice Semiconductor
Director of Sales for AMD
Associate
Vice President A
. MSEE of University of
of Operation | o~ |kpyang | 03012010 | 38.301| 0.05% 0| 0.00% 0{0.00% [Michigan, Ann Arber General Manager of | \ 10 | None | None Note 3
& General - . Parade (TW)
Director of UMC Taiwan
Manager of
Parade (TW)

Note 1: The above table includes key managers of the Company and its affiliates.
Note 2: 1,307,972 of shares held are included in trust account.
Note 3: Total shares of Employee Share Option Certificate Obtained by Executives please see page 72.
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3.3.2 Compensation of President and Vice Presidents

(1) Compensation of the President and Vice Presidents (Note 1)

5/5/2015; Unit: NTD in Thousands; %

; Employee
Severance Pay and Bonuses and Profit Sharing Employee Bonus Total Compensation Exercisable Employee | Restricted Stock |Compensati
Salary (A) . (A+B+C+D) as a % of - .
Pension (B) Allowances (C) (D) (Note 2) Stock Options Units(1) on
Net Income Paid to
Companies in President
. Compani Compani Compani the - Lo Compani [and  Vice
Title Name es in the es in the es in the The Company Consolidated Com;iﬁr;lesm Comp;ﬁzlesm es in the |Presidents
The |Consolidal] The |Consolida| The |Consolida financial report The Consolidated The Consolidated The [Consolida|From
Company ted Company ted Company ted Stock Stock | Company financial Company financial Company ted Non-consoli
financial financial financial Cash (Fair Cash (Fair renort report financial |dated
report report report BN Market | “2" | Market P P report |Affiliates
Value) Value)
Chief Executive .
Officer Ji Zhao
President Ming Qu
S_r. Vice President of Judy Wang
Finance
Executive Vice Jingwu
President of . .
. h
Marketing Jimmy Chiu
Executive Vice 0| 55,742 0 0 0| 31,124 7,300 0| 7,300 0| 0.60% 7.68% 0 Note 3 0| Note 4| None
President of Product [Ding Lu
Development
Sr. Vice President of |Stephen M.
Worldwide Sales Donovan
Associate Vice
President of
Operation & General |KP Yang
Manager of Parade
(TW)

Note 1: The above table includes President and Vice Presidents’ compensation of the Company and its affiliates.
Note 2: The Board of Directors resolved a proposal of 2014 profit distribution on May 5, 2015. The proposed Profit Sharing Employee Bonus is an estimated amount and will

be executed upon approval of Annual General Meeting of Members on June 25, 2015.
Note 3: Total shares of Employee Share Option Certificate Obtained by Executives please see page 72.
Note 4: Total shares of Employee Restricted Stock Units Obtained please see page 75.
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Compensation Table

Remuneration Paid to the President and Vice President

Name of President and Vice President

Companies in the consolidated

The Company financial report
Ji Zhao
Ming Qu
Jingwu Jimmy Chiu
Under NT$ 2,000,000 Ding Lu -
Judy Wang
Stephen M. Donovan

KP Yang
NT$2,000,000 (Includes)~NT$5,000,000 (Not Included) - -
NT$5,000,000 (Includes)~NT$10,000,000 (Not Included) - KP Yang

Jingwu Jimmy Chiu
Ding Lu
NT$10,000,000 (Includes)~NT$15,000,000 (Not Included) - Judy Wang
Stephen M. Donovan
Ji Zhao

NT$15,000,000 (Includes)~NT$30,000,000 (Not Included) - Ming Qu
NT$30,000,000 (Includes)~NT$50,000,000 (Not Included) - -
NT$50,000,000 (Includes)~NT$100,000,000 (Not Included) - -
Over NT$100,000,000 B B
Total 7 7

Note: The above table includes President and Vice Presidents’ compensation of the Company and its affiliates.
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3.3.3 Names of executives distributing employee bonuses:
5/5/2015; Unit: NTD in Thousands; %

Stock Bonuses Cash % of net

Title Name (Fair Market Total income
Bonuses

Value) after tax

Chief Executive Officer [Ji Zhao

President Ming Qu

Sr. Vice President of
Finance

Executive Vice Jingwu Jimmy Chiu
President of Marketing

Executive Vice - 7,300 7,300 0.60
President of Product Ding Lu
Development

Sr. Vice President of
Worldwide Sales
Associate Vice
President of Operation
& General Manager of

Parade (TW)

Judy Wang

Stephen M. Donovan

KP Yang

Note: The Board of Directors resolved a proposal to approve the 2014 profit distribution on May 5, 2015.
The proposed profit distributing employee bonuses are an estimated amount and will be executed
according to the approval of the Annual General Meeting of Members on June 25, 2015.

3.3.4 The analysis on the proportion of total remuneration to net income after tax paid to the
Company’s Directors, President, and Vice Presidents in the most recent two years, by the
Company and all consolidated entities. Provide explanation on the policy, standard, and
combination for paying remuneration, and also provide details on remuneration
determining procedure, and its ties with business performance:

(1) The analysis on the proportion of total remuneration to net income after tax paid to the
Company’s Directors, President, and Vice Presidents by the Company and its
affiliates:

Unit: NTD in Thousands; %

ltem Year 2013 Year 2014
Amount % Amount %
Remuneration of Directors, 95,694 14.09% 162,680 13.27%

President and Vice Presidents

The Company’s Consolidated

679,150 100.00% 1,225,743 100.00%
Net Income

(2) The remuneration payout policy, standards and procedures that corresponds to
business performance and future risks:
®Remuneration of Directors corresponds to the Directors’ service and value to the
business operations, and with reference to the salary level of industry standards.
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@Remuneration of President and Vice Presidents corresponds to their position,
corporate responsibilities, contributions to the business operations, and with
reference to the salary level of similar industries as well as position standards.

3.4 Corporate Governance

Compensation Committee:

(1) The state of operations of the Board of Directors
The Board of Directors held a total of 9 meetings from the fiscal year 2014 to the
printing date of this Annual Report. The attendance of Directors is as below:

3.4.1 The state of operations of the Board of Directors, the Audit Committee and the

Number of | Number of | Rate of Actual
Title Name Actual Delegate | Attendance Note
Attendance | Attendance (%)
Chairman Ji Zhao 9 0 100% -
Vice .
Chairman Ming Qu 9 0 100% -
Director Jackie Yang 9 0 100% -
Director Hao Chen 7 2 77.78% -
Director Darren Huang 8 1 88.89% -
Director Cyrus Tsui 9 0 100% -
Independent .

Director Dennis Segers 9 0 100% -
Independent Jen-Lin

Director | (Norman) Shen o 0 100% )
Independent | Charlie Xiaoli

Director Huang 8 . 88.89% )

Other matters that require reporting:
I. When matters listed in Article 14-3 of Securities and Exchange Act have

occurred, and when an Independent Director has a dissenting opinion or
qualified opinion, the date, series, motion content, opinions from Independent

Directors, and the Company’s handling on such opinions shall be noted in the
minutes of the Board of Directors meeting: None
II. The Company shall state the implementation of Directors recusing themselves

from motions in their personal interests, including the name of Directors, motion
content, recusing reason and voting participation:

Date

(Taiwan Time) Resolutions Name Reason Voting Participation
The directors, Ji Zhao and
Ming Qu, did not participate in
APPTOVE‘.' of Ji Zhao They are managements the discussion and voting, and
distribution of 2013 . . : .
management bonus Ming Qu in the Company. ther directors ar_]d independent
directors were without
objection by the case.
02/05/2014 The directors, Ji Zhao and
Ming Qu, did not participate in
Approval of 2014 Ji Zhao They are the . the discussion and voting, and
management bonus - managements in the her di .
rogram Ming Qu Company, other directors ar_1d independent
P ' directors were without
objection by the case.
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Date - . S
(Taiwan Time) Resolutions Name Reason Voting Participation
::::?yi:;etsl gﬁe{ﬁztsﬁare The directors, Ji Zhao and
P Ming Qu, did not participate in
Approval of 2014 . repurchase and employee d . -
Ji Zhao . . - the discussion and voting, and
03/05/2014 Share Repurchase - incentives to be provided : -
- Ming Qu other directors and independent
and Executive pursuant to the plan directors were without
approv_ed by this objection by the case.
resolution.
-rI:;?in[ﬁsl r;tfephdeeghare The directors, Ji Zhao and
P Ming Qu, did not participate in
Approval of transfer . repurchase and employee . . -
Ji Zhao . . - the discussion and voting, and
04/30/2014 of treasury shares to - incentives to be provided . -
: Ming Qu other directors and independent
executives pursuant to the plan directors were without
approvgd by this objection by the case.
resolution.
The directors, Ji Zhao and
Ming Qu, did not participate in
07/30/2014 /:\rﬁpllfgv::} %foizis Ji Zhao They are employees in the discussion and voting, and
dist?’ibﬁtion Ming Qu the Company. other directors and independent
directors were without
objection by the case.
The directors, Ji Zhao and
Ming Qu, did not participate in
12/12/2014 Qgﬁ?\éﬂgrftzfolnis Ji Zhao They are managements the discussion and voting, and
0 rgm Ming Qu in the Company. other directors and independent
prog directors were without
objection by the case.
The directors, Ji Zhao and
Ming Qu, did not participate in
Approval of . 4 . .
RN Ji Zhao They are managements the discussion and voting, and
02/04/2015 ﬁ:;t;;bimnn%gg&f Ming Qu in the Company. other directors and independent
g directors were without
objection by the case.
The directors, Ji Zhao and
Ming Qu, did not participate in
ér%prl(c))vaeleoéezs?rliite d Ji Zhao They are employees in the discussion and voting, and
Stoclzak glan Ming Qu the Company. other directors and independent
directors were without
objection by the case.
03/04/2015 ;Z?giz:ﬁsl gtfetnhdeeghare The directors, Ji Zhao and
Approval of 2015 repurchase and emplovee Ming Qu, did not participate in
Share Repurchase Ji Zhao ingentives to be rc?vige d the discussion and voting, and
and Executive Ming Qu ursuant to the Fl)an other directors and independent
Incentive Plan gpprove d by thig directors were without
resolution. objection by the case.
-rrer::?gizﬁsl rg)tl‘etnhcc'aeghare The directors, Ji Zhao and
Approval of transfer . repurchase and employee Mmg_ Qu, q'd not participate in
Ji Zhao . . - the discussion and voting, and
05/05/2015 of treasury shares to - incentives to be provided . -
: Ming Qu other directors and independent
executives pursuant to the plan di ith
approved by this irectors were without
- objection by the case.
resolution.

I. The evaluation of targets for strengthening of the functions of the Board (ex.
Establishing the Audit Committee, enhancing information transparency, etc.)
during the current and immediately preceding fiscal years, and measures taken
toward achievement thereof: The Company has hold a shareholders meeting and
a Board of Directors meeting on October 28, 2010, and has passed the resolution
of establishing an Audit Committee with three independent directors of Dennis
Segers, Jen-Lin (Norman) Shen, and Charlie Xiaoli Huang. The Company will
see the necessity and invite its CPA, financial, operating, and auditing heads to
sit in the meeting, and have them report annual financial statements, company’s
recent financial position, operation status, and internal audit results to ensure that
the audit committee obtains complete and detailed information about the
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Company.

(2) The state of operations of the Audit Committee
The Audit Committee has held 9 meetings from this fiscal year 2014 to the printing
date of this Annual Report. The attendance of Independent Directors is as below:

Number of | Number of | Rate of Actual
Title Name Actual Delegate Attendance | Note
Attendance | Attendance (%)
Inggpendent Dennis Segers 9 0 100% -
irector
Independent Jen-Lin 0
Director (Norman) Shen 9 0 100% i
Inde_pendent Charlie Xiaoli 8 1 88.89% i
Director Huang

Other matters that require reporting:

I. When matters listed in Article 14-5 of Securities and Exchange Act have
occurred, and a resolution didn’t pass by Audit Committee but passed by a
majority of not less than two-thirds of all Directors, the date, series, motion
content, opinions from audit committees, and the Company’s handling on such
opinions shall be noted in the minutes of the Audit Committee: None

II. The Company shall state the implementation of Audit Committees recusing
themselves from motions in their personal interests, including the name of
directors, motion content, recusing reason and voting participation: None

I. Communication between the Audit Committee, internal audit director, and CPA:
( I)The internal auditor reports the results of auditing and the implementation
of the follow-up report periodically as well as informs the Audit
Committee immediately in case of special situation.
(II) The Company’s Audit Committee will see the necessity and invite the CPA
to attend the meeting and to have them report their audit result.
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(3) The state of operations of the Compensation Committee

(A) Member of the Compensation Committee

Criteria |Meet One of the Following Professional Qualification
Requirements, Together with at Least Five Years Work Independent Criteria (NOtE)
Experience
An Instructor or A Judge, Public Have Work
Higher Position in a |Prosecutor, Experience in the
Department of Attorney, Certified |Area of Concurrently
Commerce, Law, Public Accountant, |Commerce, Serving asa
Finance, or Other Law, Finance, or
Accounting, or Professional or Accounting, or Member of Note
Title Other Academic Technical Otherwise the
Department Related |Specialists Who Has|Necessary for the compensation
to the Business Passed a National | Business of The 1 2 3 4 5 6 7 8 -
Needs of The Examination and Company committee _at
Company in a Been Awarded a Other Public
Public or Private Certificate in a H
Junior College, Profession Compames
College or Necessary for the
University Business of the
Name Company
Charlie
In%eipée&%?nt Xiaoli v viv]|iv|iv]|v]|v]v]|yv 2
Huang
Jen-Lin
In%eipée&%?nt (Norman) v vV | Vv vV | Vv V|V |V]V 2 2
Shen
Independent| Dennis
Director | Segers v VvV v v v viyv 2

Notel: Please tick the appropriate corresponding boxes if the members have been met any of the following criteria
during the two years term of office and prior to being elected:

@
@

®

Note2:

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

Not a director or supervisor of the Company or any of its affiliates. The same does not apply, however, in
cases where the person is an independent director of the Company, its parent company, or any subsidiary
in which the Company holds, directly or indirectly, more than 50% of the voting shares;

Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor
children, or held by the person under others’ names, in an aggregate amount of 1% or more of the total
number of outstanding shares of the Company or ranking in the top 10 in holdings;

Not a spouse, relative within the second degree of kinship, or lineal relative within the fifth degree of
kinship, of any of the persons in the preceding three subparagraphs;

Not a director, supervisor, or employee of a corporate/institutional shareholder that directly holds 5% or
more of the total number of outstanding shares of the Company or that holds shares ranking in the top five
in holdings;

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

Not a professional individual who, or an owner, partner, director, supervisor, or officer of a sole
proprietorship, partnership, company, or institution that, provides commercial, legal, financial, accounting
services or consultation to the Company or to any affiliate of the Company, or a spouse thereof;

Not been a person of any conditions defined in Article 30 of the Company Law; and

Meets the requirement of the Article 6 item 5 of “Regulations Governing the Appointment and Exercise of

Powers by the Remuneration Committee of a Company Whose Stock is Listed on the Stock Exchange or
Traded Over the Counte”.
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(B) The state of operations of the Compensation Committee
® The Compensation Committee is comprised of three members.
@ The term of the Compensation Committee commences from October 28, 2013
and ends on October 27, 2016.
® The Compensation Committee has held 8 meetings from the fiscal year 2014 to
the printing date of this Annual Report, and the attendance of Compensation
Committee is as below:

Number of | Number of | Rate of Actual
Title Name Actual Delegate Attendance Note
Attendance | Attendance (%)

Independent | Charlie

Director Xiaoli Huang 8 0 100% None
Jen-Lin

ncependent | Fominy | g o | | None
Shen

Independent | Dennis 8 0 100% None

Director Segers

Other matters that require reporting:

1. When the Board of Directors don’t adopt or revise the suggestions from
compensation committee, the date, series, motion content, opinions from
the Board of Directors, and the Company’s handling on such opinions
(e.g., in case the remuneration approved by the Board of Directors is
superior to the suggestions from compensation committee, describe the
reason and the differences ): None

2. When a member has a dissenting opinion or qualified opinion and has
written representation, the date, series, motion content, opinions from all
members, and the Company’s handling on such opinions: None

(C) The responsibilities and duties of operations of the compensation committee

@ Set up and periodically review the policies, systems, standards, and structures of
the performance review and the compensation and benefits of the Company’s
officers and directors.

@ Periodically assess and set up the compensation and benefits of the Company’s
officers and directors.

® Determine the form and amount of compensation to be paid or awarded to all
employees of the Company; the Committee may delegate authority to
subcommittees of the Committee or to executive officers of the Company with
respect to compensation determinations for persons who are not executive
officers of the Company.

@ Retain and terminate any consultant to be used to assist the Committee in the
evaluation of the CEO, executive officer and director compensation, including
the authority to approve any such consultant’s fees and other retention terms.

® Annually review and approve the corporate goals and objectives relevant to CEO
compensation and evaluate the CEO performance in light of these goals and
objective.

® Annually review and approve the corporate goals and objectives relevant to
executive officers compensation.

® Annually review and make recommendations to the Board with respect to
adoption and approval of, or amendments to, all cash-based and equity-based
incentive compensation plans and arrangements, and the shares and amounts
reserved thereunder after taking into consideration the Company’s strategy of
long-term and equity-based compensation.

Make regular reports to the Board, where such reports will be provided at least
quarterly.
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3.4.2 The status of the Company's implementation of corporate governance, any deviations from “Corporate Governance Best-Practice Principles
for TWSE/TPEX Listed Companies”, and the reasons for any deviations

Items

Implementation Status

Deviations from “Corporate Governance
Best-Practice Principles for TWSE/TPEX

carried out risk assessments and
firewalls between it and its
affiliated enterprises?

Procedures for Loaning Funds to Others, Operational Procedures for
Endorsements/Guarantees, and Trading procedures with related
parties and specific companies under a group enterprise to against
the occurrence of financial fraud and the knock- on effect to its
affiliates.

Yes| No Description Listed Companies” and reasons
I .Has the Company established and V |The Company has had an internal control system and various regulations |The Company has not yet established and
disclosed its corporate governance containing the spirit of corporate governance to implement the corporate |disclosed its corporate governance principles.
principles based on “Corporate governance. And the Company will establish its corporate governance However the Company has had an internal
Governance Best-Practice Principles principles depending on the needs of the Company’s operation to enforce [control system and various regulations
for TWSE/TPEx Listed Companies™? the transparency of information and the duties of the Board of Directors, |containing the spirit of corporate governance
Audit Committee and Compensation Committee. to implement the corporate governance. No
significant difference.
II . Ownership structure and the rights and
interests of shareholders
( I )Has the Company established and V |( 1) The Company has not yet established and implemented its internal |( I ) The Company has had an internal control
implemented its internal procedures for handling shareholder proposals, inquiries, disputes system to handle shareholder proposals,
procedures for handling and litigation. However the Company has established the spokesman inquiries, disputes and litigation. No
shareholder proposals, inquiries, and the designated person to handle shareholder's questions. If it significant difference.
disputes and litigation? involves legal issues, the Company will handle it with the
Company’s lawyer. And the Company will establish its corporate
governance principles depending on the needs of the Company’s
operation.
(1 )Has the Company retained at all \Y (1) The Company has acquired the list stated in the left column, and (II') No significant difference.
times a register of major will ask the shareholder services agent to assist in providing the
shareholders who have controlling latest roster of principal shareholders.
power and of the persons with
ultimate control over those major
shareholders?
(Im)Has the Company established and | V (IIr) The Company has developed regulations regarding Operational (1) No significant difference.
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Implementation Status

Deviations from “Corporate Governance

Items Best-Practice Principles for TWSE/TPEx
Yes| No Description Listed Companies” and reasons

(IV)Has the Company established \% (IV) The Company has established Rules of Conduct with Respect to (IV) No significant difference.
internal rules prohibiting company Inside Information and Trading, and has advocated the policy to
insiders from trading securities employees, managers and directors to reduce the risk of inside
using information not disclosed to trading.
the market?

I .Structure of the Board and its duties

( I )Has the board of directors V (I)The Board of Directors is composed of six knowledgeable and ( I )No significant difference.
formulated and implemented an experienced directors. In order to strengthen the management
appropriate policy on diversity of functions, there are audit committee and compensation committee
its board of directors? exist under the Board of Director. The audit committee and

compensation committee are composed of 3 independent directors
who have business, finance and technology industry of expertise
respectively, and are capable of performing the duties required
knowledge, skills and literacy. And they are with the management
and operation of the judgment of experience, and could lead the
Company and shareholders get the best interests.

(1 )Has the Company set up functional | V (1) The Company has met the requirement for corporate governance (1) No significant difference.
committees in addition to the implementation, and other functional committees will be set
compensation committee and audit depending on the needs of the Company.
committee based on the related
laws and regulations?

(I )Has the Company formulated rules V |(I) The Company has not yet formulated rules and procedures for board |(III) When it is necessary to be considered, the
and procedures for board of of directors performance assessments. However, when it is Company will follow “Corporate
directors performance assessments necessary to be considered, the Company will follow “Corporate Governance Best-Practice Principles for
and conducted regularly scheduled Governance Best-Practice Principles for TWSE/TPEX Listed TWSE/TPEX Listed Companies” and the
performance assessments? Companies” and the related laws and regulations. related laws and regulations.

(IV)Has the Company evaluated the V (IV) CPA of the Company belong to one of the big four international (IV) No significant difference.

independence and suitability of the
CPA engaged by the Company
regularly?

accounting firms, and have already avoided any matters or persons
that are in their personal interests. As for the selection and
appointment of CPA, the Company has evaluated their
independence and appropriateness annually, and noted in the
minutes of the directors meeting as a resolution.

37




Implementation Status

Deviations from “Corporate Governance

Items Best-Practice Principles for TWSE/TPEXx
Yes| No Description Listed Companies” and reasons
IV.Has the Company established channels V |The Company has not yet designated a stakeholders section on its No significant difference.

of communication with its stakeholders,
designated a stakeholders section on its
website, and properly responded the
stakeholders concern on the
impportance corporate social
responsibility?

website. But the Company has adopted the principle of avoiding conflicts
of interest when dealing with its related parties, and also builds a
spokesman system to communicate with its related parties.

V .Has the Company engaged a \% The Company has engaged Transfer Agency Department of CTBC Bank |No significant difference.
professional shareholder services agent as Stock Transfer Agent.
to handle shareholders meeting
matters?
VI.Information Disclosure
( I )Has the Company set up a website | V (I) The Company has disclosed operational information on the (1) No significant difference.
to disclose its financial, operational Company Website (http://www.paradetech.com) and set up a
and corporate governance question response mechanism.
information?
(II)Has the Company adopted other \% (1) The Company has designated persons responsible for collecting and |(II) No significant difference.

methods to disclose its information
(ex. set up English website,
designate a person responsible for
the collection and disclosure of
information, implement the
spokesman system, upload road
show process to the company
website, etc.)?

disclosing company information, and has set up Chinese and
English Website, and implemented the spokesman system.

38




Implementation Status Deviations from “Corporate Governance

Items Best-Practice Principles for TWSE/TPEx
Yes| No Description Listed Companies” and reasons
VII.Does the Company have other \% (1) Status of employee rights and employee wellness: Please refer to the |No significant difference.
important information to facilitate the 5.5 Labor Relations” section on page 96-97 of this annual report.
understanding ot the Company’s (1) The progress of training of directors: Directors of the Company
practice of corporate governance have relevant expertise in corporate governance. In order to let
(including, but not limited to employee directors further understand their responsibilities and obligations,
rights, employee care, investor the Company would also provide directors latest training
relations, supplier relations, information from time to time.
stakeholders rights, the progress of
directors and supervisors’ trainings, Continuing Education/Training of Directors in 2014
implementation of risk management Director Date Host by Training course Hours
policies and risk measurement Securities| CRS development in
standards, implementation of customer . and Taiwan Capital Market &
policies, liability insurance for directors JiZhao |12/12/2014| o ng:tc(:;;‘r’rgi'rggg‘rz'a%”"o' 3
and supervisors purchased, etc.)? Institute Sﬂpervisors
i |CRS development in
aSﬁgurltles Taiwan Cap?tal Market &

Ming Qu |12/12/2014 Impact from Internal control| 3
update for Directors and
Supervisors

CRS development in

Taiwan Capital Market &

Futures
Institute

Securities

?gﬁée 12/12/2014 IiTj(tjures Impact from Internal control| 3
- update for Directors and
Institute Supervisors
i |CRS development in
Hao aSr?((j:urltles Taiwan Capital Market &
Chen 12/12/2014 Eutures Impact from Internal control| 3
- update for Directors and
Institute Supervisors
i+ .«|CRS development in
D Securities Taiwan Capital Market &
arren and
Huang 12/12/2014 Futures Impact from Internal control 3
] update for Directors and
Institute Supervisors
i+ .«|CRS development in
Cyrus :ﬁgu”“es Taiwan Capital Market &
Tsui 12/12/2014 Eutures Impact from Internal control| 3
- update for Directors and
Institute

Supervisors

39




Items

Implementation Status

Deviations from “Corporate Governance
Best-Practice Principles for TWSE/TPEx

Yes| No Description Listed Companies” and reasons
Director Date  |Host by |Training course Hours
i+ .«|CRS development in
Dennis iﬁgumles Taiwan Capital Market &
Seqers 12/12/2014 EUtures Impact from Internal control| 3
9 | u tgt i update for Directors and
nstitute Supervisors
i+ .«|CRS development in
Jen-Lin aSﬁgurltles Taiwan Capital Market &
(Norman)|12/12/2014 Futures Impact from Internal control| 3
Shen Insti update for Directors and
nstitute Supervisors
i «|CRS development in
Charlie aSr?gurltles Taiwan Capital Market &
Xiaoli 12/12/2014 Futures Impact from Internal control| 3
Huang Institut update for Directors and
nstitute Supervisors

(II) Implementation of directors recusing themselves from motions in
their personal interests: The Company has clearly defined
regulations regarding directors’ recuse from motions in their
personal interest in its articles of incorporation.

(IV) Implementation of risk management policies and risk measurement
standards: The Company focuses on its core business, and promotes
various policies with relevant regulations to reduce and avoid any
possible risks.

(V) Company's purchase of liability insurance for directors and
supervisors: The Company has purchased liability insurance for
directors and independent directors.

VII.Has the Company have a
self-assessment report or have a
corporate governance evaluation report
from a professional institution? If yes,
please state the opinions and
self-assessment of board of directors, or
the evaluation result, major flaws and
improvement from professional
institutions.

The Company has not yet had a self-assessment report or had a corporate
governance evaluation report from a professional institution. However,
when it is necessary to be considered, the Company will follow
“Corporate Governance Best-Practice Principles for TWSE/TPEX Listed
Companies” and the related laws and regulations.

When it is necessary to be considered, the
Company will follow “Corporate Governance
Best-Practice Principles for TWSE/TPEx
Listed Companies” and the related laws and
regulations.
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3.4.3. The status of the Company's implementation of social responsibilities

Implementation Status

Deviations from “Corporate Social
Responsibility Best Practice Principles for

reasonable remuneration policies
to ensure that the employee
performance evaluation system
incorporates corporate social
responsibility policies and a clear
and effective incentive and
discipline system?

3rd party and identify reasonable and competitive strategy by
getting balance of market trend and corporate development. The
commany announces the corporate ethics through regular
meetings. The implementation status is considered in employee
performance appraisal system, and encouraged based on reward
policy in employee handbook.

Items - .
. TWSE/TPEX Listed Companies” and
Yes| No Description reasons
I .Exercising Corporate Governance

( I )Has the Company established V | (1) The Company has not yet established corporate social (1) No significant difference.
corporate social responsibilities responsibilities policies, however the Company continues
policies or procedures and practicing social responsibility. Related policies will be published
reviewed the results of the as deemed necessary.
implementation?

(I )Has the Company organized V | (1) The Company has not yet organized education and training on the | (II) No significant difference.
education and training on the implementation of corporate social responsibilities initiatives on a
implementation of corporate regular basis, however the Company continues practicing social
social responsibilities initiatives responsibility. Related policies will be published as deemed
on a regular basis? necessary.

(I )Has the Company established an V | (I) The Company has not yet established an exclusively (or (IIT) No significant difference.
exclusively (or concurrently) concurrently) dedicated unit to be in charge of proposing and
dedicated unit to be in charge of enforcing the corporate social responsibility policies, systems,
proposing and enforcing the however the Company continues practicing social responsibility.
corporate social responsibility Related policies will be published as deemed necessary.
policies, systems, or relevant
management guidelines, and
concrete promotional plans and
to report on the same to the board
of directors on a periodic basis?

(IV)Has the Company established \% (IV) The Company participates professional salary survey held by the (IV) No significant difference.

41




Implementation Status

Deviations from “Corporate Social
Responsibility Best Practice Principles for

Items - .
. TWSE/TPEX Listed Companies” and
Yes| No Description reasons
II .Fostering a Sustainable Environment

( I )Has the Company endeavoredto | V (1) Asafabless IC design company, the impact to the environment (I) No significant difference.
utilize all resources more during operation is very minor.
efficiently and used renewable
materials which have a low
impact on the environment?

(II)Has the Company established \% (II) The Company has got the certificate of SONY GP (green (II') No significant difference.
proper environmental procurement), and conducts management with the rules.
management systems based on
the characteristics of its
industries?

(IIr)Has the Company monitored the \% (1) The Company has set up the rules to use the air conditioner (1) No significant difference.
impact of climate change on its efficiently, advocate paperless office, and reduce wasting of
operations and established reconomizes electrics and water resources, although there is no
company strategies for energy pollution during the operation.
conservation and carbon and
greenhouse gas reduction based
on its operations and the results
of a greenhouse gas inventory?

I .Preserving Public Welfare

( I )Has the Company established \% (1) The company has followed the compliance with labor laws and (I) No significant difference.
management policies and Personal Information Protection Act to ensure the right of
procedures in accordance with candidates and employees during the recruiting and internal
applicable laws and regulations management process. The Company has held regular
and International Bill of Human communication meetings to meet win-win situation for both
Rights? employees and the Company.

(1II)Has the Company established \% (II) The Company has designated HR department, to facilitate (1) No significant difference.
employee grievance mechanisms communication between the management and the employees.
and responded appropriately to
any employee’s grievance raised
through such mechanism?

(I )Has the Company provided safe \% (1) The Company has set up the surveillance system to ensure the (1) No significant difference.

and healthful work environments
for the employees, including
safety and health training to the
employees on a regular basis?

safty of employee at workplace, and has provided inregular safety
and health training to the employees.
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Implementation Status

Deviations from “Corporate Social
Responsibility Best Practice Principles for

Items - .
. TWSE/TPEX Listed Companies” and
Yes| No Description reasons
(IV)Has the Company established a \% (IV) The Company has arranged the coomunication regularly. (IV) No significant difference.
platform to facilitate regular Management team will introduce the development strategy and
communications to inform target of company, and inform employee about the change might
employees of operation changes lead to influential impact in advance.
that might have material
impacts?
('V)Has the Company established \% (V) According to the different requirement of the positions and with (V) No significant difference.
effective training programs for employees’ career planning, the Company helps the employees to
the employees to foster career foster their career skills.
skills?
(VI)Has the Company established V (VI) The Company has maintained good relationships with customers (VI) No significant difference.
policies and procedures related to and suppliers, and has provided efficient communication
research and development, processes dealing with customers' claim for products and
purchase, production, operation services..
and services to protect consumer
rights and fairly and timely
handle consumer complaints?
(VI)Has the company complied with \% (V) The Company has complied with relevant laws, regulations, and (VI) No significant difference.
relevant laws, regulations, and international guidelines when marketing or labeling their products
international guidelines when and services.
marketing or labeling their
products and services?
(VIm)Prior to engaging in commercial V (V) Prior to engaging in commercial dealing, the Company has (VIm) No significant difference.

dealing, has the Company
assessed whether there is any
record of a supplier that may
have a negative impact on the
environment and society?

assessed whether there is any record of a supplier that may have a
negative impact on the environment and society to avoid trading
with the conscienceless merchant.
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. Deviations from “Corporate Social
ltems Implementation Status Responsibility Best PractiFt):e Pri_nci,g’)les for
ves | No Description TWSE/TPEX Listed Companies” and
reasons
(IX)Do the contracts entered with any V | (IX) As deemed necessary, the Company will include terms stipulating | (1X) The Company has not yet included
of the major suppliers include mutual compliance with corporate social responsibility policy in terms stipulating mutual compliance
terms stipulating mutual any of the major suppliers contracts. And the contract will be with corporate social responsibility
compliance with corporate social terminated or rescinded any time if the supplier violates such policy in any of the major suppliers
responsibility policy, and that the policy and causes significant negative impact on the environment contracts. And the contract will has not
contract may be terminated or and society of the community of the supply source. yet been terminated or rescinded any
rescinded any time if the supplier time if the supplier violates such policy
has violated such policy and has and causes significant negative impact
caused significant negative on the environment and society of the
impact on the environment and community of the supply source.
society of the community of the However the Company will include the
supply source? related terms in the updated contracts or
the new contracts. No significant
difference.
IV.Enhancing Information Disclosure
( I )Has the Company fully disclosed V | (I)The Company has not yet disclosed relevant and reliable (I) When it is necessary to be considered,
relevant and reliable information information relating to their corporate social responsibility the Company will follow “Corporate
relating to their corporate social initiatives to improve information transparency on the company Social Responsibility Best Practice
responsibility initiatives to website and MOPS. However the Company has still devoted in Principles for TWSE/TPEX Listed
improve information implementing social responsibilities and will establish the related Companies” and the related laws and
transparency on the company policies as deemed necessary. regulations.
website, MOPS, etc.?

V. If the Company has established corporate social responsibility principles based on “Corporate Social Responsibility Best Practice Principles for TWSE/TPEX Listed
Companies”, please describe any discrepancy between the principles and their implementation: The Company has not yet set its own corporate social responsibility code
of practice. However, the Company’s operation is based on “Corporate Social Responsibility Best Practice Principles for TWSE/TPEX Listed Companies”.

VI. Other important information to facilitate better understanding of the Company’s corporate social responsibility practices:
(I )To protect the world’s environment from the pollution, the Company’s main materials used in products follow the ROHS regulations. To ensure all products meet
the requirements of customers and regulation, any dangerous material is prohibited to use in production.
(II)The Company has got the certification of SONY GP (green procurement) and continues to reduce environmental pollution and waste, prevent damages and economize
resources to reduce the risk of pollution.

VII. If the corporate social responsibility reports have received assurance from external institutions, they should state so below: Not applicable.
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3.4.4 The status of the Company's implementation of Ethical Corporate Management Best Practice Principles

Implementation Status Deviations from “Ethical Corporate

Items Management Best Practice Principles for
Yes | No Description TWSE/TPEX Listed Companies” and reasons

I . Establishing ethical management
policy and programs

( I )Has the Company specified in | V (1) The Company has clearly defined regulations regarding directors’ |( I ) No significant difference.
its rules and external recuse from motions in their personal interest in its “Rules and
documents the ethical procedures of Board Meeting”. Directors shall express their
corporate management opinions regarding motions in their personal interests, but should
policies and the commitment not involve in the discussion and resolution, neither to be the
by the board of directors and representation of other directors to resolve about the motions.

the management on rigorous
and thorough implementation
of such policies?

(I )Has the Company established \Y (1) The company has its employee guidelines and enforces employees |(II) No significant difference.
and adopted programs to to sign at will agreement. Furthermore, the company organizes
prevent unethical conduct and training and awareness programs for employees periodically to
set out in each program the advocate and prescribe employees ethical conduct.

standard operating procedures,
conduct guidelines and a
well-defined disciplinary and
appeal system for handling

violations?

(II) Has the Company adopted the | V (II) The Company has established effective internal control systemto  |(III) No significant difference.
preventive measures under the conduct operational procedures to ensure the implement of ethical
situations listed in Article 7, management.

Paragraph 2 “Ethical
Corporate Management Best
Practice Principles for
TWSE/TPEX Listed
Companies” or other business
activities within its business
scope which are possibly at a
higher risk of unethical
conduct?
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Items

Implementation Status

Yes

No

Description

Deviations from “Ethical Corporate
Management Best Practice Principles for
TWSE/TPEX Listed Companies” and reasons

II. Carrying out ethical corporate

management

( I )Has the Company evaluated
trading counterparties’
ethical record, and included
terms of ethical corporate
management policy in the
contracts entered with the
trading counterparties?

(I )Has the Company established
a dedicated unit under the
board of directors for
establishing and supervising
the implementation of the
ethical corporate management
policies and prevention
program? Has the dedicated
unit reported to the board of
directors on a regular basis?

(I )Has the Company established
and implemented policies for
preventing conflicts of interest
and offered appropriate means
for directors, supervisors,
managers, and other
stakeholders attending or
present at board meetings to
voluntarily explain whether
their interests would
potentially conflict with those
of the Company?

(1) To avoid dishonest behaviors, the Company has evaluated trading
counterparties’ ethical record, and included ethical corporate
management policy in contract terms.

(1) The Company has established the internal auditors under the Board
of Directors to supervise if the Company follows the related laws
and regulations.

(IIr) The Company has clearly defined regulations regarding directors’
recuse from motions in their personal interest in its “Rules and
procedures of Board Meeting”. Directors shall express their
opinions regarding motions in their personal interests, but should
not involve in the discussion and resolution, neither to be the
representation of other directors to resolve about the motions.

(I) No significant difference.

(II) No significant difference.

(1) No significant difference.
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Implementation Status Deviations from “Ethical Corporate

Items Management Best Practice Principles for
Yes | No Description TWSE/TPEX Listed Companies” and reasons
(IV)Has the Company established \Y (IV) The Company has established effective accounting systems and (IV) No significant difference.
effective accounting systems internal control systems for ethical management, furthermore, the
and internal control systems internal auditors audit the compliance of the policies and procedures
for ethical management? Is the on periodically and report to the board of directors irregularly.

Company periodically audited
by the internal audit unit or a
certified public accountant?

('V)Does the Company hold the \Y (V) The Company holds the internal trainings on ethical management (V) No significant difference.
internal and external trainings practices and programs periodically.
on ethical management
practices and programs
periodically?

1. Operation of whistle-blowing

system
( I )Has the Company established \ (I) The Company has designated HR department responsible for (1) No significant difference.
a concrete whistle-blowing internal communication effectively.

programs, incentive measures
and convenient reporting
channels and appointed
dedicated personnel or unit to
handle reported matters?

(11 )Has the Company established \ (1) The Company has designated HR department to operate procedures |(II) No significant difference.
standard operating procedures and the related mechanism for whistle-blowing case acceptance.
and related mechanism for
whistle-blowing case

acceptance?

(Ir)Has the Company adopted \% (IIr) The Company has designated HR department to adopt measures to  |(IIT) No significant difference.
measures to protecting protecting whistle-blowers from inappropriate disciplinary actions
whistle-blowers from due to their whistle-blowing.

inappropriate disciplinary
actions due to their
whistle-blowing?
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Implementation Status Deviations from “Ethical Corporate

Items Management Best Practice Principles for
Yes | No Description TWSE/TPEX Listed Companies” and reasons
IV. Enhancement of information
disclosure
( I )Has the Company disclosed its V [( 1) The Company has linked MOPS website and disclosed financial (1) No significant difference.
ethical corporate management information on the Company Website (http://www.paradetech.com)
best practice principles and as its basis of ethical corporate management.

the effectiveness of promotion
of ethical management policy
on the Company websites and
the Market Observation Post
System (MOPS)?

V. If the Company has established its ethical corporate management best practice principles according to “Ethical Corporate Management Best Practice Principles for
TWSE/TPEX-Listed Companies”, please describe the differences of the implementation status: Not applicable.

VI. Other important information to facilitate better understanding of the Company’s implementation of ethical corporate management (e.g., the Company invites the companies'
commercial transaction counterparties attending the training, reviewing and revising its ethical management guidelines to emphasize on the resolution to implement ethical
corporate management): None
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3.4.5 If the Company has adopted corporate governance best-practice principles or related
bylaws, it shall disclose how these are to be accessed:

The Company has not yet adopted corporate governance best- practice principles, but
has been practically operating with the spirit of corporate governance and fulfilling
relevant regulation requirements by setting Shareholders’ meeting procedure rules, Board
of directors meeting procedure rules, and Trading procedures with related parties and
specific companies under a group enterprise. The Company will also amend relevant
management policies; enhance information transparency and the function of the Board in
the future to promote the operation of corporate governance.

3.4.6 Other significant information that will provide a better understanding of the state of The
Company's implementation of corporate governance: None

3.4.7 Major Resolutions of Shareholders” Meeting and Board Meetings

(1) Major Resolutions of Sharcholders” Meeting and Board Meetings and
Implementation Status:
. Date . . State of
Meetings (Taiwan Time) Major Resolutions Implementation
1. Approval of the 2013 Business Report Approved
2. Approval of the Company’s 2013 Approved
audited consolidated financial report
3. Approval of the 2013 profit distribution | Approved
table
Annual
General 4. Approval of the 2014 Employee Approved
Meeting of 06/18/2014 Restricted Stock Awards Plan
Members 5. Approval of the amendment of the Have implemented
Procedures for Acquisition or Disposal in accordance with
of Assets the resolutions
6. Approval of the amendment of the Have implemented
Procedures for Financial Derivatives in accordance with
Transactions the resolutions

(2) Major Resolutions of Board Meetings

Meetings

Date
(Taiwan Time)

Major Resolutions

Board
Meeting

02/05/2014

1.
2.
3.
4,
5.

Approval of 2014 annual budget plan

Approval of distribution of 2013 management bonus

Approval of 2014 management bonus program

Approval of repurchase and cancellation of restricted stock awards
Approval of certain changes to company's procedures for
acquisitions or disposal of assets

. Approval of certain changes to company's procedures for financial

derivatives transactions
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Meetings

Date
(Taiwan Time)

Major Resolutions

Board
Meeting

03/05/2014

[op)

1. Approval of FY 2013 Draft Consolidated Financial Reports
2. Approval of Statement of Internal Control System

3.
4
5

Approval of 2014 Employee Restricted Stock Awards Plan

. Approval of 2014 Share Repurchase and Executive Incentive Plan
. Approval of proposed date, location, and agenda of 2013 annual

general meeting of members

. Approval of shareholder’s proposal right
. Approval of 2013 Profit Distribution Proposal

Board
Meeting

04/30/2014

. Approval of reviewed consolidated financial report for the first

quarter ended 3/31/2014

. Report of the implementation of the 2014 Shares Repurchase and

Incentive Plan

. Approval of transfer of Treasury Shares to executives
. Approval of repurchase and cancellation of restricted stock awards
. Approval of 2013 business report

. Additions and changes in agenda to be discussed in 2014 Annual

General Meeting

Board
Meeting

07/30/2014

. Approval of reviewed consolidated financial report for the first half

of FY2014

. Approval of updated 2014 Employee Restricted Stock Award (RSA)

Plan

. Approval of RSA grants to new employees and certain current

employees under 2014 Employee Restricted Stcok Award Plan

. Approval of 2013 director bonus distribution

. Approval of 2013 employee bonus distribution
. Approval of 2013 cash dividend distribution

. Approval of bank account opening in Bank of America

Board
Meeting

10/29/2014

Pl N o o b

. Approval of reviewed consolidated financial report for the third

quarter of FY2014

. Approval of repurchase and cancellation of restricted stock awards

. Approval of the internal audit plan of FY2015

Board
Meeting

12/12/2014

[op IS B N s\ I o S\

. Approval of bank account closure in Hang Seng Bank
. Approval and ratification of compensation committee actions
. Approval of 2015 management bonus program

. Approval of 2015 budget plan
. Approval of certain changes to company's internal control systems
. Approval of terms of audit engagement with

PricewaterhouseCoopers LLC (Taipei) for FY 2015 financial audit
and for FY 2014 and 2015 internal control audit

. Approval of terms of tax engagement with PricewaterhouseCoopers

LLC (Hong Kong and San Francisco) for FY 2015 tax compliance
services

Board
Meeting

02/04/2015

. Approval of distribution of 2014 management bonus

50




Date

Meetings (Taiwan Time)

Major Resolutions

. Approval of FY 2014 Draft Consolidated Financial Reports

. Approval of Statement of Internal Control System

. Approval of 2015 Employee Restricted Stock Awards Plan

. Approval of 2015 Share Repurchase and Executive Incentive Plan

. Approval of proposed date, location, and agenda of 2015 annual

03/04/2015 general meeting of members

6. Approval of shareholder’s proposal right in connection with 2015
annual general meeting

7. Approval of 2014 Profit Distribution Proposal

8. Approval of certain changes to Company's memorandum and articles
of association

1. Approval of reviewed Consolidated Financial Report for the first
quarter ended 3/31/2015

2. Report of the implementation of the 2015 Share Repurchase and

Incentive Plan

. Approval of transfer of Treasury Shares to executives

. Approval of amended 2014 Profit Distribution Proposal

. Review and approval of the shareholder's proposal

. Approval of 2014 business report

. Additions and changes in agenda to be discussed in 2015 Annual

General Meeting
8. Approval of change of auditing and certifying CPA

g~ W DN

Board
Meeting

Board

Meeting 05/05/2015

~N o 0o~ W

(3) The major content of any dissenting opinion of any director or supervisor regarding
any material resolution passed by the board of directors, where there is a record or
written statement of such opinion, for the most recent five years and up to the date of
printing of 2014 annual report: None

3.4.8 Summary of the internal control system

(1) Internal Control Statement: Please refer to page 58.

(2) The certified public accountants' review report on the Company’s internal control
systems: Please refer to pages 59-60.

(3) Any legal sanctions against the Company or its internal personnel, or any disciplinary
action taken by the Company against its own personnel for violation of internal
controls, during the most recent fiscal year or during the current year up to the date of
printing of the annual report; and a description of the main shortcomings in the
Company's internal control system as well as an indication of measures for
improvement: None

3.5 Status of Personnel Responsible for Preparing Financial Reports

A summary of resignations and dismissals, during the most recent fiscal year and up to the
date of printing of the annual report, of persons connected with the Company's financial
reports: None
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3.6 Information Regarding Independent Auditors

3.6.1 Auditors information and audit fees

Audit firm

CPA

Service period

Note

Pricewaterhouse
Coopers, Taiwan

Hsiao-Tzu

Ch

ou

Hua-Ling
Liang

01/01/2014~12/31/2014

None

Unit: NTD in Thousands

Range

Items

Audit fees

Non-Audit
fees

Total

Less than NT$2,000 thousands

NT$2,000 thousands (includes) ~
NT$4,000 thousands (not includes)

NT$4,000 thousands (includes) ~
NT$6,000 thousands (not includes)

NT$6,000 thousands (includes) ~
NT$8,000 thousands (not includes)

NT$8,000 thousands (includes) ~
NT$10,000 thousands (not includes)

NT$10,000 thousands and above

\Y

3.6.2 Amount of non-audit fees paid to the appointed independent auditors, the audit firm and its
affiliates accounted for more than 25% of the Company’s annual auditing expenses:

Unit: NTD in Thousands

Audit Non-Audit fees
udi
Audit firm CPA System | Register- Human Service period Note
fees . Others | subtotal
design aton resources
. Non-audit fee — Others refer
Hsiao-Tzu .
. to Internal control audit 1,000
Pricewaterhouse [Chou 1/1/2014- .
. . 6, 962 - - - 3, 277 3, 277 thousands; Other consulting
Coopers, Taiwan |Hua-Ling 12/31/2014
. 1,519 thousands and TP
Liang .
consulting 758 thousands

3.6.3 Replaced the audit firm and the audit fees paid to the new audit firm was less than the
payment of previous year: None

3.6.4 Audit fees reduced more than 15% year over year: None

3.6.5 Information on replacement of certified public accountant: None
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3.7 The Company's Chairman, President, or any managerial officer in charge of finance or accounting
matters has in the most recent year held a position at the accounting firm of its certified public
accountant or at an affiliated companies of such accounting firm, the name and position of the
person, and the period during which the position was held.

None

3.8 Changes in shareholding of directors, supervisors, officers and major shareholders holding more
than 10% shares for the most recent year to the date of the annual report printed.

3.8.1 Net Change in Shareholding and Net Change in Shares Pledged by Directors, Management
and Shareholders with 10% Shareholdings or More

Unit: Shares
Year 2014 April 27, 2015
Pledged Pledged
Title Name Shareholding Increase| Shareholding |Shareholding Increase| Shareholding
(Decrease) Increase (Decrease) Increase
(Decrease) (Decrease)
Chairman and CEO |Ji Zhao (108,000) 0 (9,000) 0
Vice Chairman and .
President Ming Qu (301,000) 0 (9,000) 0
Director Jackie Yang 0 0 0 0
Director Hao Chen 0 0
Director Darren Huang 0 217,000 0 0
Director Cyrus Tsui 0 0 0 0
IIDn_dependent Dennis Segers 0 0 0 0
irector

Independent Jen-Lin (Norman)
Director Shen 0 0 0 0
In_dependent Charlie Xiaoli Huang 0 0 0 0
Director
Sr. Vice President of
Finance Judy Wang (63,000) 0 0 0
Sr. Vice President of
Worldwide Sales Stephen M. Donovan 0 0 0 0
Executive Vice
President of Jingwu Jimmy Chiu (132,000) 0 0 0
Marketing
Executive Vice
President of Product [Ding Lu (180,000) 0 0 0
Development
Associate Vice
President of
Operation & KP Yang (1,500) 0 0 0
General Manager of
Parade (TW)

Note 1: The above table includes all managers of the Company and its affiliates.
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3.9 Information on the relationship between the Company’s top 10 shareholders and their spouse or relatives within two degrees of consanguinity.

4/27/2015; Unit: Shares; %

Shareholding by

Title, name, or relationship between the top

Current Spouse and minor . . .
. . nominee 10 shareholders and their spouse or relatives
Name Shareholding Shareholding e C Note
arrangement  |within two degrees of consanguinity
Shares % Shares % Shares % Title (or Name) Relationship
Ming Qu 3,540,732 4.69% 0 0.00% 0| 0.00% None None None
Inclusive of shares
Ji Zhao 3,468,427 4.59% 0 0.00% 0| 0.00% None None in trust account of
1,307,972 shares
Ching Shiang Hsu 1,879,000( 2.49%]| 467,000 0.62% 0| 0.00% Ya Jun Hsu father-child None
Jian Jr Wang 1,672,000 2.21% 0 0.00% 0| 0.00% None None None
Cathay Life Insurance 1,634,000 2.16% 0 0.00% 0| 0.00% None None None
YaJun Hsu 1,427,000 1.89% 413,000 0.55% 0 0.00% Ching Shiang Hsu father-child None
Ding Lu 1,337,430 1.77% 0 0.00% 0| 0.00% None None None
Jingwu Jimmy Chiu 1,312,927 1.74% 0 0.00% 0| 0.00% None None None
Chinatrust Commercial 1,179,617| 1.56% o|  0.00% 0| 0.00% None None None
Bank-trust account
Chung Yuan Yu 1,162,838 1.54%]| 1,030,217 1.36% 0| 0.00% None None None

3.10 Total shareholding of long-term investments held by the Company and directors, supervisors, officers and affiliates

Unit: Shares; %

Ownership by Parade

Direct/Indirect Ownership by Directors and Management

Total Ownership

Investment
Shares % Shares % Shares %
Parade (US) 10,000 100% - - 10,000 100%
Parade (Korea) 10,000 100% - - 10,000 100%
Parade (SH) - 100% - - - 100%
Parade (NJ) - 100% - - - 100%
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Parade Technologies, Ltd.
Statement of internal Control System

Date: March 4, 2015

Based on the findings of a self-assessment, Parade Technologies, Ltd. (herein below, the “Parade”) states the following with

regard to its internal control system for the period of year 2014:

1. Parade is fully aware that establishing, operating, and maintaining an internal control system are the responsibility of its Board
of Directors and management. Parade has established such a system aimed at providing reasonable assurance regarding the
achievement of objectives in the following categories: (1) effectiveness and efficiency of operations (including profitability,
performance, and safeguarding of assets), (2) reliability of financial reporting, and (3) compliance with applicable faws and

regulations.

2. Aninternal control system has inherent limitations. No matter how perfectly designed, an effective internal control system can
provide onty reasonabte assurance of accomplishing the three objectives mentioned above. Moreover, the effectiveness of an
internal control system may be subject to changes of environment or circumstances. Nevertheless, the internal control system of
Parade contains self-monitoring mechanisms, and Parade takes corrective actions whenever a deficiency is identified.

3. Parade evaluates the design and operating effectiveness of its internal control system based on the criterfa provided in the
Regulations Governing the Establishment of Internal Control Systems by Public Companies (herein betow, the “Regulations”).
The criteria adopted by the Regulations identify five components.of internal control based on the process of management control:
{1} control environment, {2} risk assessment, (3) control activities, (4) information and communication, and (5) monitoring. Each

component further cantains several items. Please refer to the Regulations for details,

4. Parade has evaluated the design and operating effectiveness of its internal control system according to the aforesaid criteria.

5. Based on the findings of the evaluation mentioned in the preceding paragraph, Parade believes that, at December 31, 2014, iis
internat control system (including its supervision and management of subsidiaries), as wett as its internal controls to monitor the
achievement of its objectives concerning operational effectiveness and efficiency, reliability of financial reporting, and

compliance with applicable taws and regulations, were effective in design and operation, and reasonably assured the

achievement of the above-stated objectives,

6. This Statement will be an integral part of Parade’s Annual Report for the year 2014 and Prospectus, and will be made public. Any
falsehood, concealment, or ather illegality in the content made public will entail legal iability under Articles 20, 32, 171, and

174 of the Securities and Exchange Law.

7. This Staternent has been passed by the Board of Directors in their meeting hetd on March 4, 2015, with zero of the nine attending

directors expressing dissenting opinions, and the remainder all affirming the content of this Statement.

Parade Technologies, Ltd.
Ji Zhao,

Chaitinan & CEO
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Parade Technologies Ltd.
Report of Independent Accountants on Internal Controls

We have audited management’s assessment, included in the accompanying Management’s Report on
Internal Controls Over Financial Reporting and Assets Safeguard, dated March 4, 2015, that Parade
Technologies Ltd. (the “Company”) maintained effective internal controls over financial reporting
and assets safeguard as of and for the year ended December 31, 2014. The Company’s management
is responsible for maintaining effective internal controls over financial reporting and assets safeguard
and for its assessment of the effectiveness of internal controls over financial reporting and assets
safeguard. Our responsibility is to express an opinion on management’s assessment and an opinion
on the effectiveness of the Company’s internal controls over financial reporting and assets safeguard

based on our audit.

We conducted our audit in accordance with the “Regulations Governing Establishment of Internal
Control Systems by Public Companies” and generally accepted auditing standards in the Republic of
China. Those regulations and standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal controls over financial reporting and assets
safeguard was maintained in all material respects. Our audit included obtaining an understanding
of internal controls over financial reporting and assets safeguard, evaluating management’s
assessment, testing and evaluating the design and operating effectiveness of internal controls over
financial reporting and assets safeguard, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our

opinion.

Because of its inherent limitations, internal controls over financial reporting and assets safeguard
may not prevent or detect misstatements or fraud. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may

deteriorate.
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In our opinion, the Company maintained, in all material respects, effective internal controls over
financial reporting and assets safeguard as of and for the year ended December 31, 2014, based on
the criteria of effective internal controls set forth in the “Regulations Governing Establishment of
Internal Control Systems by Public Companies”. Also, in our opinion, management’s assessment
that the Company maintained effective internal controls over financial reporting and assets safeguard
as of and for the year ended December 31, 2014, is fairly stated, in all material respects, based on the
criteria of effective internal controls set forth in the “Regulations Governing Establishment of

Internal Control Systems by Public Companies”.

PricewaterhouseCoopers, Taiwan
March 4, 2015

The accompanying consolidated financial statements are not intended to present the financial position and results of
operations and cash flows in accordance with accounting principles generally accepted in countries and jurisdictions other
than the Republic of China. The standards, procedures and practices in the Republic of China governing the audit of such
financial statements may differ from those generally accepted in countries and jurisdictions other than the Republic of
China. Accordingly, the accompanying consolidated financial statements and report of independent accountants are not
intended for use by those who are not informed about the accounting principles or auditing standards generally accepted in
the Republic of China, and their applications in practice.

As the financial statements are the responsibility of the management, PricewaterhouseCoopers cannot accept any liability
for the use of, or reliance on, the English translation or for any errors or misunderstandings that may derive from the
translation.
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4.1 Capital and Shares

4.1.1 Types of Shares

IV. Capital and Shares

4/27/2015; Unit: Shares

Authorized Share Amount
Types of Shares | Outstanding Unissued Treasury Total Remarks
Shares Shares Shares
Common Stock | 75,278,935 74,469,065 252,000 150,000,000 None
4.1.2 Issued Shares
(1) Share capital formation:
Unit: Shares; Dollar
Authorized Shares | Actual Share Capital Remarks
Using assets
Date Par other than
Value . cash as
Shares Source of Capital
Amount | Shares | Amount pral| oiateral for| Others
the payment
of Shares
Conversion of options
2014/02/28| NTD 10 150,000,000 1,500,000,000| 74,752,861 747,528,610]into new shares 27,113 None None
common shares
Cancellation of RSAs
6,300 common shares
2014/03/27| NTD 10 150,000,000 1,500,000,000| 74,746,561 747,465,610((including 1,800 shares None None
from stock dividend
distributed in 2013)
Conversion of options
2014/03/31| NTD 10 150,000,000 1,500,000,000( 74,779,754 747,797,540|into new shares 33,193 None None
common shares
Conversion of options
2013/04/20| NTD 10 150,000,000 1,500,000,000( 74,791,964 747,919,640|into new shares 12,210 None None
common shares
Cancellation of RSAs
16,800 common shares
2014/06/20| NTD 10 150,000,000 1,500,000,000| 74,775,164 747,751,640((including 4,800 shares None None
from stock dividend
distributed in 2013)
Conversion of options
2014/06/30| NTD 10 150,000,000 1,500,000,000| 74,880,254 748,802,540|into new shares 105,090 None None
common shares
Conversion of options
2014/07/31| NTD 10 150,000,000 1,500,000,000| 74,973,945 749,739,450]into new shares 93,691 None None
common shares
Issuance of RSAs into
2014/08/20| NTD 10 150,000,000 1,500,000,000| 75,322,445 753,224,450|new shares 348,500 None None
common shares
Conversion of options
2014/08/31| NTD 10 150,000,000 1,500,000,000| 75,346,081 753,460,810]into new shares 23,636 None None
common shares
Conversion of options
2014/09/30| NTD 10 150,000,000 1,500,000,000| 75,386,518 753,865,180|into new shares 40,437 None None
common shares
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Authorized Shares | Actual Share Capital Remarks
Using assets
Dat Par other than
= Value Shares Source of Capital cash as
Amount | Shares | Amount praly oiiateral for | Others
the payment
of Shares

Conversion of options

2014/10/31| NTD 10 150,000,000 1,500,000,000| 75,400,069 754,000,690|into new shares 13,551 None None
common shares
Cancellation of RSAs
11,760 common shares

2014/11/26| NTD 10 150,000,000 1,500,000,000| 75,388,309 753,883,090((including 2,160 shares None None
from stock dividend
distributed in 2013)
Conversion of options

2014/11/30| NTD 10 150,000,000 1,500,000,000| 75,407,665 754,076,650|into new shares 19,356 None None
common shares
Conversion of options

2014/12/31| NTD 10 150,000,000 1,500,000,000( 75,460,387 754,603,870]into new shares 52,722 None None
common shares
Conversion of options

2015/03/31| NTD 10 150,000,000 1,500,000,000| 75,519,165 755,191,650]into new shares 58,778 None Note
common shares
Conversion of options

2015/04/30| NTD 10 150,000,000 1,500,000,000| 75,530,935 755,309,350]into new shares 11,770 None Note
common shares

Note: Until the date of the annual report printed, the Company repurchased 252,000 shares of treasury stocks, and no share

was exercised.

4.1.3 Status of recent dispersal of shareholding

(2) From the most recent year until the printing date of the annual report, the private
placement of common stock: Not applicable.

(1) Composition of Shareholders

4/27/2015; Unit: Persons/Shares

Other Foreign
Shareholder |Government| Financial — Natural | Institutions | Treasury
- . o Institutional . Total
Composition| Agencies [Institutions I Persons |and Foreign| Shares
nvestors
Persons
Number of
Shareholders 0 11 84 5,268 112 1 5,476
Shares Held 0 3,547,324 | 5,740,920 | 46,696,269 | 19,294,422 | 252,000 | 75,530,935
Shareholding | 4 500, | 47006 | 7.60% 61.82% | 2555% | 0.33% | 100.00%
Percentage
Total of capital investments from PRC: 1,698,371 shares, percentage of shareholding: 2.25%
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(2) Distribution Profile of Share Ownership

Par Value for each share: NT$10; 4/27/2015; Unit: Persons/Shares

Sharehol_der Ownership Number of Shares Held Percentagg of

(Unit: Shares) Shareholders Shareholding
110 999 410 94,049 0.12%
1,000 to 5,000 3,927 7,240,486 9.59%
5,001 to 10,000 417 3,328,335 4.41%
10,001 to 15,000 169 2,149,483 2.85%
15,001 to 20,000 113 2,070,255 2.74%
20,001 to 30,000 100 2,544,889 3.37%
30,001 to 40,000 68 2,436,162 3.23%
40,001 to 50,000 59 2,739,742 3.63%
50,001 to 100,000 105 7,349,963 9.73%
100,001 to 200,000 47 6,850,001 9.07%
200,001 to 400,000 32 9,405,025 12.45%
400,001 to 600,000 11 5,250,895 6.95%
600,001 to 800,000 4 2,591,145 3.43%
800,001 to 1,000,000 2 1,836,317 2.43%
Exceed 1,000,001 shares 12 19,644,188 26.00%
Total 5,476 75,530,935 100.00%

(3) Major Shareholders:

The names, shares held, and shareholding percentage of shareholders with shares
exceeding 5% of total shares outstanding or ranked in the top 10 in terms of shares held:

4/27/2015

Shares Percentage of

Name of Shareholders Shares Held Shareholding
Ming Qu 3,540,732 4.69%
Ji Zhao (Note) 3,468,427 4.59%
Ching Shiang Hsu 1,879,000 2.49%
Jian Jr Wang 1,672,000 2.21%
Cathay Life Insurance 1,634,000 2.16%
Ya Jun Hsu 1,427,000 1.89%
Ding Lu 1,337,430 1.77%
Jingwu Jimmy Chiu 1,312,927 1.74%
Chinatrust Commercial Bank - trust account 1,179,617 1.56%
Chung Yuan Yu 1,162,838 1.54%

Note: 1,307,972 of shares are included in trust account
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Directors’ shares in trust account:

- = -
Title Name Trustee Shares in % of outstanding
Trust shares
Chairman | Ji zhao | \N€ ZG Grantor Retain | 5, o5 1.73
Annuity Trust

4.1.4 The per share market price, net worth, profit, dividend and relevant information for the past
two fiscal years

Unit: NTD; Shares in thousands

1/1/ 2015 ~
Item Year 2013 Year 2014 4/30/2015 (Note 5)
. Highest 309.5 435 329
g"hirr';et Price Per owest 151 208 276
Average 233.98 304.93 303.73
Net Value Per  [Before Distribution 53.45 71.85 73.69
Share After Distribution 50.62 66.83 (Note 4) Note 4
Basic Earnings \S’Y]Z'r%zted'A"erage Number of 73,397 74,364 74,707
Per Share Earnings Per Share 9.25 16.48 3.42
Dilu_ted Weighted-Average Number of 75.275 75,883 76,058
Earnings Per  |Shares
Share Earnings Per Share 9.02 16.15 3.36
Cash Dividends 2.79678260 5.02 (Note 4) —
Retained Earnings 0 0 _
Dividend Per Fr_eg Gratis D|V|.dend
Dividends |Capital Surplus
Share - 0 0 —
Dividend
Accumulated Undistributed 0 0 _
Dividends
Price/Earnings Ratio (Note 1) 26.68 18.67 (Note 4) —
Rate of Return - — -
Analysis Price/Dividend Ratio (Note 2) 86.06 60.05 (Note 4) —
Cash Dividend Yield (Note 3) 1.16% 1.67% (Note 4) —

Information Source: Consolidated financial statements were audited and attested by certified
Independent Accountants.

Note 1: Price/Earnings Ratio = Average Market Price per share / Earnings per share

Note 2: Price/Dividend Ratio = Average Market Price per share / Cash Dividend per share

Note 3: Dividend /Price Ratio = Cash Dividend per share / Average Market Price per share

Note 4: The cash dividend distribution will be resolved in the Annual General Meeting of Members
on June 25, 2015.

Note 5: Net Value per share and Earnings per share data were based on the reviewed consolidated
financial statements, and market price per share data was based on the data as of the printed
date of 2014 Annual Report.
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4.1.5 Company dividend policy and implementation status
(1) Company dividend policy

In accordance with the provisions of the Articles of Association after initial public
offering, the Board of Directors shall provide the distribution plan according to the
following requirements: If there are profits after the final settlement of account of a year,
the Company (i) after its losses have been offset and at the time of allocating surplus
profits, may first set aside 10% of such profits as statutory reserve until the statutory
reserve amounts to the authorized capital, (ii) may appropriate a portion of such profits as
special reserve required by Applicable Public Company Rules or government authorities,
and (iii) of the remaining profits, may appropriate 2% as bonuses to the Directors and
additional not less than 5% of the remaining profits as employee bonus, which may be
issued by stocks or options, warrants or other similar instruments, to employees of the
Company and its subsidiaries. Thereafter, having considered the financial, business and
operational factors, the Board may propose and specify the percentage of any remaining
profits after the above (i) to (iii) plus accumulated retained earnings to be distributed as
dividends by cash or by applying such sum in paying up in full unissued stocks for
allotment and distribution credited as fully paid-up pro rata to the stockholders or any
combination of both, or bonuses according to the Statute and Applicable Public Company

Rules, among them, cash dividend shall not less than 10% of the total dividend declared.

(2) Current year proposal (proposed) on dividend distribution:
The Board adopted a proposal for 2014 profit distribution at its Meeting on May 5,
2015. The proposal will be effected according to the relevant regulations, upon the
approval of shareholders at the Annual Shareholders” Meeting on June 25, 2015.
Unit: New Taiwan Dollar
Cash Dividends per common stock (NTD 5.02 per share) 378,811,143

4.1.6 The impact of stock dividend distributions contemplated for the current fiscal year on
company operating performance and earnings per share:

According to Order No. 00371 announced by Securities and Futures Committee
(“SFC”), dated Februaryl, 2010 dated Februaryl, 2010, it is not required to disclose the
information for the Company does not compile or announce the 2015 financial forecast.
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4.1.7 Employee bonuses and compensation of directors and supervisors (the Company has no
supervisor)

(1) Written in the Company article of association, the payment and range for employee
bonuses, and compensation of directors and supervisors:

According to regulations written in the article of association, the Company (i) after
its losses have been offset and at the time of allocating surplus profits, may first set aside
10% of such profits as statutory reserve until the statutory reserve amounts to the
authorized capital, (ii) may appropriate a portion of such profits as special reserve
required by Applicable Public Company Rules or government authorities, and (iii) of the
remaining profits, may appropriate 2% as bonuses to the Directors and additional not less
than 5% of the remaining profits as employee bonus, which may be issued by stocks or
options, warrants or other similar instruments, to employees of the Company and its
subsidiaries.

(2) Any discrepancy between the amount of the distribution of cash bonuses or stock bonuses
to employees and compensation for directors and supervisors, and the estimated figure for
the fiscal year these expenses are recognized, the discrepancy, its cause, and the status of
treatment :

The company estimates the amounts of Compensation for directors and supervisors
and employee bonuses according to the Company’s Articles of Incorporation, which
representing 2% and 6.5% of the company’s net income of the fiscal year. If the amount
approved by Annual General Meeting of Members differs from the original estimation,
the adjustment will be regarded as a change in accounting estimation and will be reflected

in the statement of income in the year that the shareholder’s Annual General Meeting is
held.

(3) The motion for profit distribution has been approved at the Board of Directors’ meeting,
but resolution has not been reached at the Annual General Meeting of Members:

Unit: NTD
Proposed by the Board | % of employees’ Diluted earing per share after
Items of Directors stock bonus to net | estimating the employees’ bonus
Cash Shares income and Directors’ remuneration
Eé‘;%goyees 78,035,236 - -
Directors’ 16.15
24,010,833 - -

remuneration

The accrued employees’ bonuses and directors’ remuneration of 2014 are
NT$79,717,425 NT$24,528,434, respectively. The difference of (NT$1,682,189) and
(NT$517,601) between the accrued and the proposed amount were caused by considering
finance and business factors and using different US dollar exchange rate.
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(4) The motion for earnings distribution reaching a resolution at the shareholders’ meeting:

Above distribution proposal will be proposed to the Annual General Meeting of Members

on June 25, 2015.

previous fiscal year:

(5) The actual distribution of employee bonuses and director/supervisor compensation for the

The 2013 profit distribution about NTD 54,125,842 of employees’ bonus and NTD
12,455,549 of Directors’ remuneration has been approved at the 2014 Annual General
Meeting, and all of them has been executed.

4.1.8 Status of company buyback of corporate stocks:
The results of the 2014 and 2015 Share Repurchase Plan are as below:

5/5/2015

Series

the first repurchase in
year 2014

the first repurchase in
year 2015

Board resolution date

3/5/2014 (Taiwan Time)

3/4/2015 (Taiwan Time)

Purpose of repurchase

Transferring to the

Transferring to the

employees employees

The set repurchase period Between 3/6/2014 and Between 3/5/2015 and
5/5/2014 5/4/2015

The actual repurchase period Between 3/21/2014 and Between 3/9/2015 and
3/28/2014 3/17/2015

The set repurchase price range (Share)

NT$167.00 to NT$336.50

NT$204.00 to NT$447.50

The actual repurchase price range
(Share)

NT$248.50 to NT$267.50

NT$306.00 to NT$309.00

Average price per share of repurchased
shares

NT$254.06

NT$307.53

The set maximum repurchase shares

165,000 common stocks

252,000 common stocks

Accumulated number of shares already
repurchased

165,000 common stocks

252,000 common stocks

Value spent on the repurchase

NT$41,920,305

NT$77,496,917

Number of shares transferring to the
employees

165,000 common stocks

Note

Accumulated number of shares already
repurchased

0 common stocks

252,000 common stocks

Accumulated percentage of
repurchased shares to total number of

shares issued (% )

0.00%

0.33%

Note: The shares are expected to be transferred to the employees in May 2015.

4.2 Status of issue and private placement of "corporate bonds" (including overseas corporate bonds)

None
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None

4.3 Status of issue and private placement of "preferred shares™

4.4 Status of participation in the issue and private placement of "overseas depositary receipts"”

Items Description

Issuing Date 7/24/2012

Issuance & Listing Luxembourg Stock Exchange
Total Amount (US$) 58,620,160

Offering Price Per GDR (US$) 11.17

Units Issued 5,252,000 units (Note)

Underlying Securities

Outstanding Common Shares from Selling
Shareholders

Common Shares Represented

5,252,000 common stocks (Note)

Rights & Obligations of GDR Holders

Follow the Prospectus

Trustee

Not Applicable

Depositary Bank

The Bank of New York Mellon

Custodian Bank

Mega International Commercial Bank

GDRs Outstanding

0 units

Apportionment of Expenses for Issuance &
Maintenance

Follow the agreement of Depositary Bank and
Custodian Bank.

Terms and Conditions in the Deposit Agreement
& Custody Agreement

According to the agreement, the Company
will provide the necessary public information
to Depositary Bank, and Depositary Bank will
inform the GDR Holders.

High 14.00

2014 Low 6.89

Closing Price Average [(9.97
Per GDR (US$) High  [1039
1/1/2015~4/30/2015 |Low 8.72

Average (9.52

Note: Including 4,000 common shares issued by stock dividend on October 9, 2013.

65




4.5 Status of issue and private placement of employee stock warrants and employee restricted stock

awards

4.5.1 Employee Stock Options:

4/27/2015
Types of Employee | 2006 Employee Stock Option Plan | 2012 Employee Stock
Stock Option Plan Option Plan
Approval Date by The Not Applicable 4/6/2012
Securities and Futures
Bureau
Issue (Grant) Date Note 1 7/26/2012

Option Duration

The term of each Option shall be stated
in the Option Agreement; provided,
however, that the term shall be no more
than ten (10) years from the date of grant
thereof. In the case of an Incentive Stock
Option granted to an Optionee who, at
the time the Option is granted, owns
stock representing more than ten percent
(10%) of the voting power of all classes
of stock of the Company or any Parent
or Subsidiary, the term of the Option
shall be five (5) years from the date of
grant or such shorter term as may be
provided in the Option Agreement.

The Options will expire at the
end of the tenth year from the
date of grant thereof (the
“Term”). During the Term,
the Option may not be
transferred, pledged, donated
or otherwise disposed of,
except by inheritance.

Common Shares

Number of Options Granted 11,696,052 940,000
Percentage of Shares
Exercisable to Outstanding 15.49% 1.24%

Option Duration

Any Option granted hereunder shall be
exercisable according to the specific
contents hereof at such times and under
such conditions as determined by the
Administrator, and the Options shall
exercise before expiration of such
period.

The Options shall become
exercisable for 50% of
Options that can be vested
after 2 years of the Grant
Date, and 25% of Options are
exercisable after each further
year.

Source of Option Shares

Issue new shares

Issue new shares

Vesting Schedule and %

Any Option granted hereunder shall be
exercisable according to the terms hereof
at such times and under such conditions
as determined by the Administrator and
set forth in the Option Agreement. An
Option may not be exercised for a
fraction of a Share. Except in the case of
Options granted to officers, Directors
and Consultants, Options shall become
exercisable at a rate of no less than 20%
per year over five (5) years from the date
the Options are granted.

The Options shall become
exercisable for 50% of
Options that can be vested
after 2 years of the Grant
Date, and 25% of Options are
exercisable after each further
year.

Shares Exercised

11,004,274

112,361

Value of Shares Exercised

USD3,065,311.87

NTD26,966,640

66




Types of Employee
Stock Option Plan

2006 Employee Stock Option Plan

2012 Employee Stock
Option Plan

Canceled Shares

69,223

55,000

Unexercised Shares

622,555

772,639

Price of Unexercised Shares

US$0.053-US$2.01 (according to Article
9 of the Company’s 2006 Stock Plan, the
per share exercise price for the Shares to
be issued upon exercise of an Option
shall be such price as is determined by
the Administrator, but shall be subject to
the following:

1. Inthe case of an Incentive Stock
Option:

(1) granted to an Employee who, at the
time of grant of such Option, owns
stock representing more than ten
percent (10%) of the voting power
of all classes of stock of the
Company or any Parent or
Subsidiary, the exercise price shall
be no less than 110% of the Fair
Market Value per Share on the date
of grant.

(2) granted to any other Employee, the
per Share exercise price shall be no
less than 100% of the Fair Market
Value per Share on the date of
grant.

In the case of a Nonstatutory Stock
Option:

(1) granted to a Service Provider who,
at the time of grant of such Option,
owns stock representing more than
ten percent (10%) of the voting
power of all classes of stock of the
Company or any Parent or
Subsidiary, the exercise price shall
be no less than 110% of the Fair
Market Value per Share on the date
of grant.

(2) granted to any other Service
Provider, the per Share exercise
price shall be no less than 85% of
the Fair Market VValue per Share on
the date of grant.

2.

NTD 240.0

Percentage of Shares
Unexercised to Outstanding
Common Shares

0.82%

1.02%

Impact to Shareholders’
Equity

Financial statements are reported in
accordance with GAAP. The impact to
shareholders’ equity will be gradually
diluted.

Numbers of granted shares
are only 1.8365% of total
issued shares of outstanding
common shares. The impact
to shareholders’ equity will
be gradually diluted.
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Note 1: Historical issuance dates and numbers:

2/21/2006: 1,233,000 units; 3/24/2006: 480,000 units; 6/8/2006: 67,500 units;
8/8/2006: 90,000 units; 10/30/2006: 492,000 units; 1/12/2007: 573,000 units;
2007/3/21: 624,000 units; 5/8/2007: 157,500 units; 6/28/2007: 1,836,750 units;
2007/9/7: 663,000 units; 9/27/2007: 375,000 units; 11/28/2007: 185,250 units;
3/26/2008: 72,750 units; 5/28/2008: 376,500 units; 7/23/2008: 450,000 units;
9/24/2008: 127,500 units; 11/26/2008: 85,500 units; 7/22/2009: 993,300 units;
10/21/2009: 441,000 units; 2010/1/20: 100,500 units; 2/11/2010: 60,000 units;
4/21/2010: 171,000 units; 2010/7/21: 157,500 units; 8/9/2010: 595,050 units;
10/20/2010: 146,250 units; 12/2/2010: 22,500 units; 1/20/2011: 1,090,650 units;
3/9/2011: 110,000 units; 4/28/2011: 22,000 units; 6/13/2011: 520,872 units.
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4.5.2 Accumulated till the printing date of the annual report, the name of executives and employees who has obtained employee stock
options, and whose exercise of options is in the top 10:

4/27/2015; Unit: shares; NTD Thousands

% of Shares exercised Unexercised Shares (Note 1)
granted . % of shares . % of
Title Name Shares shares to Exg reised Totgl exercised to Ex_erused Tot_al unexercised
granted total issued Shares price per exercised total issued Shares price per exercised shares to total
share (NTD)| amount share (NTD)| amount .
shares shares issued shares
Chief Executive Officer Ui Zhao
President Ming Qu
Sr. Vice President of
Finance pudy Wang
Executive Vice PresidentJingwu
of Marketing Jimmy Chiu
Managements [Executive Vice PresidentDing Lu 1,217,250 1.61%| 682,002 18.13~240 26,637 0.90%| 535,248 15.88~240 98,082 0.71%|

of Product Development
Sr. Vice President of  [Stephen M.
\Worldwide Sales Donovan
IAssociate Vice President
of Operation & General |KP Yang
Manager of Parade (TW)
Employee Alan Yuen
Employee BaoQuan Xu

Craig R.
Employee Wiley

Hyeog-Sang
Employee Shin

Employees [=ployee Jian Jiang 669,718  0.89% 463,546  4.00~240 13,131 0.61%| 206,172  4.00~240 18,886 0.27%

Employee Jian Wang
Employee Kwong Yuen

Chung
Employee MinDo

Joseph Kwon
Employee Xin Jin
Employee IYi-Ying Kuo

Note 1: Price of unexercised shares is converted by adopting foreign exchange rate of US$1=NT$30.

4.5.3 From the most recent three years and up to the date of annual report printed, the exercise of private placement of employee stock
options: None
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4.5.4 Employee Restricted Stock Awards Plan:

4/27/2015

Types of Employee Restricted
Stock Awards Plan

2013 Employee Restricted
Stock Awards Plan

2014 Employee Restricted
Stock Awards Plan

Approval Date by The Securities

7/26/2013 7/10/2014
and Futures Bureau
Grant Date 7/31/2013 7/30/2014
New Shares Issuance Date 8/30/2013 8/20/2014
Issued Shares of Employee
Restricted Stock Awards 400,000 shares 348,500 shares
Issue Price 0 0
Percentage of Issued Shares to 0.53% 0.46%

Outstanding Common Shares

Regulations for setting the terms
and conditions of restricted stocks
for employees

The RSAs will be vested at the
equal rate of 25% per year over
four (4) years from the date the
RSAs are granted. Each 25%
will be vested on the anniversary
of the date the RSAs are granted
to the grantee employee who
continuously serves the
Company to each corresponding
anniversary.

The RSAs will be vested at the
equal rate of 25% per year over
four (4) years from the date the
RSAs are granted. Each 25%
will be vested on the anniversary
of the date the RSAs are granted
to the grantee employee who
continuously serves the
Company to each corresponding
anniversary.

Restrictions before the vesting
conditions are fully satisfied

(1)The grantee employee shall
not sell, transfer, make gift of,
create other rights or
encumbrances on the RSAs, or
otherwise dispose of the RSAs
in any other manner.

(2)All the proposal rights,
motion rights, speech rights,
voting rights and any other
shareholder rights shall be
exercised by the trustee or the
custodian (as applicable).

(1)The grantee employee shall
not sell, transfer, make gift of,
create other rights or
encumbrances on the RSAs, or
otherwise dispose of the RSAs
in any other manner.

(2)All the proposal rights,
motion rights, speech rights,
voting rights and any other
shareholder rights shall be
exercised by the trustee or the
custodian (as applicable).

Custody of RSA Shares

In the case that the grantee
employee is an ROC citizen,
such employee shall,
immediately after the Company
issues the RSAs to such
employee, trust such RSAs to
the trustee designated by the
Company in accordance with the
Company’s instruction and,
unless otherwise provided
hereunder, shall be continuously
trusted till the full satisfaction of
the vesting conditions. Any and
all the Restricted Share and Cash
Distribution derived from the
unvested RSAs shall also be put
in the trust. In the case that the
grantee employee is non-ROC
citizen, such employee shall put

In the case that the grantee
employee is an ROC citizen,
such employee shall,
immediately after the Company
issues the RSAs to such
employee, trust such RSAs to
the trustee designated by the
Company in accordance with the
Company’s instruction and,
unless otherwise provided
hereunder, shall be continuously
trusted till the full satisfaction of
the vesting conditions. Any and
all the Restricted Share and Cash
Distribution derived from the
unvested RSAs shall also be put
in the trust. In the case that the
grantee employee is non-ROC
citizen, such employee shall put
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Types of Employee Restricted
Stock Awards Plan

2013 Employee Restricted
Stock Awards Plan

2014 Employee Restricted
Stock Awards Plan

the RSA with a custodian bank
for custody.

the RSA with a custodian bank
for custody.

Effect in the event of any
non-satisfication of vesting
conditions

If the vesting conditions are not
fully satisfied, or in the event the
employee’s employment is
terminated or inheritance occurs
etc., all the rights attached to the
unvested RSAs will be forfeited
on the date when the termination
of employment or inheritance
takes effect, and the Company
may redeem such RSAs at no
consideration, and then shall
cancel such RSAs.

If the vesting conditions are not
fully satisfied, or in the event the
employee’s employment is
terminated or inheritance occurs
etc., all the rights attached to the
unvested RSAs will be forfeited
on the date when the termination
of employment or inheritance
takes effect, and the Company
may redeem such RSAs at no
consideration, and then shall
cancel such RSAs.

Cancellation RSA Shares 21,900 shares 4,200 shares
Vested RSA Shares 95,874 shares 0 shares
Unvested RSA Shares 282,226 shares 344,300 shares
Percentage of Unvested RSA

Shares to Outstanding Common 0.37% 0.46%

Shares

Impact to Shareholders’ Equity

Numbers of granted shares are
only 0.37% of total issued shares
of outstanding common shares.
The impact to shareholders’
equity will be gradually diluted.

Numbers of granted shares are
only 0.46% of total issued shares
of outstanding common shares.
The impact to shareholders’
equity will be gradually diluted.
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4.5.5 Accumulated till the printing date of the annual report, the name of executives and employees who has obtained Employee Restricted
Stock Awards, and whose exercise of options is in the top 10:

4/27/2015; Unit: shares; NTD Thousands

. Shares Vested Unvested Shares
% of obtained - -
. Shares Issued price | Total % of shares Issued price | Total |% of unvested
Title Name - shares to total . .
obtained issued shares Shares | per share issued | vested to total | Shares | per share issued | shares to total
(NTD) amount | issued shares (NTD) amount | issued shares
IAssociate Vice President
Managements |of Operation & General |KP Yang 10,500 0.01%| 1,250 0 0 0.00% 9,250 0 0 0.01%
Manager of Parade (TW)
Employee 'Yong-Nien Rao
Employee Ney Christensen
Employee Bin Jiang
Employee Kang-Jen Liu
Employee 'Yung-Hsiang Yen
Employees Employee Xiang Chen 152,000 0.20%| 26,250 0 0 0.03%| 125,750 0 0 0.17%|
Employee Guo-Chen Huang
Employee 'You-Ben Yin
Employee [Ta-Tao Hsu
Employee Meng-Han Ho
Employee Chia-Hsien Lin
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4.6 Status of mergers and acquisitions

None

4.7 Status of issuing of new shares in connection with any acquisition of shares of another company

None

4.8 Status of implementation of fund utilization plan

The solicitation of funds through stock offering or private placements of stock or plans have
been accomplished for the preceding quarter to the date of the annual report printed.
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V. Operational Highlights

5.1 Business Activities

5.1.1 Business Scope
(1) Main Content of Business

Parade is a high-speed mixed-signal fabless semiconductor company that designs,
develops and sells next generation display and high-speed interface solutions for
computing, consumer and handset markets.

(2) Summary of product revenue and percentage of sales

Unit: NTD in Thousands; %

Products 2014
Amount Percentage (%)
DisplayPort Series 5,079,663 81.60
High-Speed Interface Solutions 1,145,301 18.40
Other 327 0.00
Total 6,225,291 100.00

(3) Current Main Product Lines

1. Display Solutions
A.Embedded DisplayPort (eDP) Timing Controllers
B.DisplayPort LCD Timing Controllers
C.DisplayPort Format Converters
a. Embedded DisplayPort (eDP) to LVDS Converters
b. DisplayPort to HDMI Converters
c. DisplayPort to VGA Converters
D.DisplayPort Transmitters and Receivers
E. Scaler with DisplayPort and HDMI inputs
2. High-Speed Interface Solutions
A.DisplayPort
a. DisplayPort Switch Products
b. DisplayPort to HDMI/DVI Level Translator
B.SATA
a. SATA Gen 3.0 Repeaters
C.HDMI/DVI
a. HDMI/DVI Switch Products
b. HDMI/DVI Jitter Cleaning Products
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D.USB 3.0
a. USB 3.0 Repeaters/Redrivers
3. Source Drivers
A.SIPI Source Drivers
B.iSP Source Drivers

(4) Prospective New Products Development

1. DisplayPort Based Solutions
A.Advanced eDP 1.4a Timing Controllers
B.eDP 1.4a based Display Drivers for High Resolution Panels
C.Next generation DisplayPort to HDMI/VGA Converters for USB type-C
2. High-Speed Interface Solutions
A.HDMI 2.0
a. Next Generation HDMI 2.0 Jitter Cleaning Repeaters
B.USB 3.1
a. USB 3.1 Jitter Clean Repeaters
b. USB Type-C Switches support USB 3.1with DisplayPort Alternate Mode
c. USB Type-C Switches support USB Power Delivery functions
C.DisplayPort
a. DisplayPort 1.3 Repeaters
b. DisplayPort 1.3 switches
3. Source Driver
A.Source Drivers with SIPI (Scalable Intra Panel Interface) for High Resolution Panels
B.High Resolution Smartphone Display Driver with MIP1 DSI or eDP Interface

5.1.2 Industry Overview
(1) Current Markets

Parade is focusing on the portable computing market, which includes notebooks,
personal computers, tablets, and smartphones. There are three major market trends
presenting significant challenges to many existing system and component suppliers.
First, demand for ever-increasing bandwidth across digital interfaces used for video and
data connectivity is placing new challenges on interface chip designs and adding
requirements for signal repeaters. Second, demand for higher display resolution drives
requirements for higher performance and better functionality in display controller and
driver chips used in embedded LCD panels, which, in turn, drives a need for new
architectures, higher integration, and new process technology in the display chip market.
The third chellenge is the demand for greatly reduced power consumption, while still
addressing the design requirements above, driven by sleeker/lighter system design with
longer battery life.
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These trends are imposing disruptive changes on component design requirements
and underpinning the growth of high-speed interface ICs, in particular display drivers and
DisplayPort timing controllers.

High-Speed Interface Devices

High-speed digital interfaces operating at multi-gigabit rates are now the norm for
external connectivity between two devices and for internal connectivity between two
embedded functional components. Examples of popular external interfaces include
Gigabit Ethernet (Gige), HDMI (High Definition Multimedia Interface), Mobile
High-Definition Link (MHL), DisplayPort, USB (Universal Serial Bus), SATA (Serial
Advanced Technology Architecture), and SAS (serial attached SCSI). For embedded use,
high-speed digital interfaces include PCI Express (PCle), eDP (Embedded DisplayPort),
as well as SATA and USB. Virtually all of these interface standards have doubled their
data rate over the last five years, and the demand for increased bandwidth will continue
this trend.

PCle was recently updated from a maximum interface data rate of 5Gbit/sec (Gen 2)
to 8Gbit/sec (Gen 3). USB Promotor Group released the next generation interface USB
3.1 which increases data rate from 5Gbit/sec to 10Gbit/sec. And DisplayPort also
increases from 5.4Gbit/sec to 8.1Gbit/sec in September 2014. HDMI 2.0 speed increases
to 6Gbit/sec.

Challenges imposed by the increasing data rates include signal distortion across the
PCB (Printed Circuit Board) traces and interconnect cables, primarily due to analog
bandwidth limitations through the transmission medium. Such signal distortion, along
with signal noise caused by other increasingly fast adjacent signals, can result in data
errors or display corruption. Designing robust high-speed digital receivers that operate
under these conditions is challenging, especially while consuming less power as
demanded by smaller, lighter systems with longer battery life.

Another challenge of high-speed digital data transmission is RFI (Radio Frequency
Interference) that causes interference with the wireless services within the same device.
This problem has become a key focus as the number of wireless services increase,
devices get smaller, and data rates increase. This further challenges design of both the
data interface transmitter and receiver.

Most of the digital interfaces introduced within the past decade, including USB,
PCle, SATA, HDMI, DisplayPort and eDP, use low voltage signaling that allows direct
integration of the interface into system, display and periphery chips. However, beca