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[Translation] 

September 12, 2019 

To Whom It May Concern: 

Company Name: UMC Electronics Co., Ltd. 

Representative: Shigeki Uchiyama, Representative Director President and CEO 

Securities: 6615 (TSE First Section) 

Contact: Yohei Semba, Board of Director Deputy President, Executive Officer, 

General Manager of Administration Division 

TEL: +81-048-724-0001 

 

 

(Progress of Disclosure) Notice regarding the progress of the investigation by the External 

Investigation Committee 

 

As announced in “Notice of Improper Accounting Treatment in Chinas Consolidated Subsidiary ” 

dated July 24, 2019 and “Notice Concerning Establishment of External Investigation Committee” 

dated August 7, 2019, it turned out the suspicion of improper accounting at Chinas Consolidated 

Subsidiary. The Company have taken this fact seriously and have established the External 

Investigation Committee with only outside experts as members. 

As a result, the Company applied to the Kanto Local Finance Bureau on August 14, 2019 to extend 

the deadline for submitting the first quarter report for the fiscal year ending March 2020 (April 1, 

2019 to June 30, 2019). At the same date, the Kanto Local Finance Bureau approved the submission 

deadline of September 13, 2019. 

After that, the investigation by the External Investigation Committee has been promoted as 

described later. However, as new doubts were found in the investigation process and the scope of the 

investigation was expanded, we will inform you as follows. 

 

1. Investigation status of the External Investigation Committee 

After finding the doubt of improper accounting at a consolidated subsidiary in China, the 

Company began an initial investigation by an external expert, and there were improper treatments 

such as the understatement of costs, overvaluing inventory, and recording fictitious sales. From 

August 7, 2019, an external investigation committee was established to conduct investigations in 

order to thoroughly elucidate the doubts, analyze the causes, and develop measures to prevent 

recurrence. 

The scope of the investigation by the External Investigation Committee was a fact-finding survey 

of the items detected in the initial survey, a similar transaction survey at all sites, an identify the 
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cause of the incident, and a recommendation for preventing recurrence. The items detected in the 

initial survey are: (1) underestimation of costs, (2) overestimation of inventory, (3) recording of 

fictitious sales, and (4) cost of machinery and equipment which amount was not confirmed in the 

initial survey. In this regard, the External Investigation Committee conducted interviews with related 

parties, a digital forensic survey, an internal questionnaire survey, the establishment of a whistle-

blowing contact point, and similar transaction surveys at all sites including the Chinese site. These 

surveys are based on the initial survey reports submitted by the Company. We are fully cooperating 

with the investigation. The External Investigation Committee conducts surveys from an independent 

standpoint to ensure the objectivity, neutrality, and expertise of the survey. Since the survey is still 

ongoing, the Company does not share the survey plan or details of interview in consideration of the 

possibility of affecting future surveys. 

The contents described below based on the contents that the company receives from the External 

Investigation Committee at this time. 

 

First, for the items detected in the initial survey, the impact amount is almost fixed by the 

confirmation described below. The Company confirmed the balance of accounts receivable and 

accounts payable from Chinas consolidated subsidiaries, and carried out physical inventory of 

machinery and equipment, and physical inventory of inventories at all locations. In addition, some of 

the amounts that have not been finalized in the initial survey have been finalized. 

On the other hand, in the process of similar transaction surveys through interviews with related 

parties, internal questionnaires, and email analysis through digital forensic surveys, multiple new 

methods that were not identified before the survey began and multiple suspicions of profit 

manipulation by new participants were discovered. Specifically, there are new suspicions such as 

falsification of SAP data, concealment of inventory fraud by transfer of inflated inventory to tangible 

fixed assets at Chinese bases, and unhandled inventory loss / avoidance of disposal loss at 

consolidated subsidiaries in Thailand. As a result, allegations that should be investigated at all bases 

except Mexico have been found, including those for which the impact has not yet been determined. 

The External Investigation Committee has determined that additional investigations of the facts 

relating to the newly found inappropriate accounting treatment, investigation of the existence of 

similar transactions, investigation into the cause and review / proposal of measures to prevent 

recurrence are necessary. 

In addition, the External Investigation Committee has already started a digital forensic 

investigation related to new doubts, interviews with related parties, re-investigation of internal 

questionnaire surveys, and re-establishment of a whistle-blowing hotline. The survey is not complete 

at this time. 

 

The Company will finalize the financial statements for the first quarter of the fiscal year ending 

March 31, 2020 after completion of the investigation by the External Investigation Committee, and 



3 
 

will receive a review report from the auditor. The auditor assumes the following items as additional 

audit procedures. (1) Comprehensive voucher verification to confirm the validity of the period 

attribution of sales transactions near the end of the period, (2) Sending out additional confirmation 

letters, (3) Examining the contents of buildings and construction in progress, and confirmation of 

evidence of the depreciation start period such as the use period, (4) Analysis of the residence period 

of assets and additional physical inventory, (5) Additional hearing to related parties. The impact on 

the Companys financial results, including any new doubts discovered during the investigation 

process, will be promptly announced as soon as it becomes clear. 

 

2. Future outlook 

The Company believe that we should fulfill our accountability to investors by thoroughly 

analyzing the causes and formulating preventive measures. The Company will also wait for the 

investigation by the External Investigation Committee and consider the response to the deadline for 

submission of the first quarter report for the fiscal year ending March 2020 (April 1, 2019 to June 30, 

2019). If the response and the scheduled date for receiving the investigation report are decided, the 

Company will promptly announce it. 

 

We offer its deepest apologies for the trouble caused to shareholders, investors, and all of our other 

stakeholders. 

End. 

 

 
Contact: Korendo Shiotsuki (PR&IR) / TEL:+81-048-724-0001 


