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[Translation] 

December 18, 2019 

 

To Whom It May Concern: 

 

Company Name: UMC Electronics Co., Ltd. 

Representative: Akito Takada, Representative Director President and CEO 

Securities: 6615 (TSE First Section) 

Contact: Yohei Semba, Vice President, Director, Executive Officer, 

Chief General Manager of Administration Division 

TEL: +81-(0)48-724-0001 

 

Notice regarding Designation of Security on Alert  

and Imposition of Listing Agreement Violation Penalty 

 

 UMC Electronics Co., Ltd. (hereinafter “the Company”) announces that the Tokyo Stock Exchange 

(hereinafter “TSE”) has designated the stock of the Company as a Security on Alert and imposed a listing 

agreement violation penalty. 

 

1. Reasons for Designation of Security on Alert and Imposition of Agreement Violation Penalty. 

The Company has received the following explanation from TSE. 

 

“UMC Electronics Co., Ltd. (hereinafter "the Company") disclosed an investigation report of the external 

investigation committee concerning inappropriate accounting processing on Oct. 28, 2019 and disclosed 

corrections to its past earnings reports, etc. on the same day. 

These disclosures revealed that, with the involvement of two of the Company's Board of Director Deputy 

Presidents, who were representatives at the Chinese subsidiaries, inappropriate accounting processing was 

conducted continuously and systematically at the offices of the Company's Chinese subsidiaries (hereafter 

referred to collectively as "the Chinese subsidiaries") and many other overseas offices. The inappropriate 

accounting processing involved using various ways to overstate profit, such as inflating sales, padding 

inventory, and deferring costs, since at least the fiscal year ended Mar. 2012, which was before the initial 

listing of the stock of the Company. The results revealed that the Company disclosed earnings reports, etc. 

that contained falsehoods from the fiscal year ended Mar. 2016, which was information disclosed for said 

initial listing, through to the fiscal year ended Mar. 2019. In particular, they also revealed that the net income 

attributable to owners of the parent company decreased by at least 60% for the fiscal years ending Mar. 2017 

and Mar. 2018, and that the Company falsified its negative results to post positive figures for the main profit 

categories for the fiscal year ended Mar. 2019. The Company also conducted a public offering to raise capital 

in May 2018 based on said false earnings information. 
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In addition, one of the Board of Director Deputy Presidents involved in the inappropriate account processing 

was the officer in charge of preparing for listing. Despite having submitted a written oath stating that the 

contents of the application documents submitted to TSE to be truthful, the Company included the falsified 

financial statements in the initial listing application. Furthermore, the Company provided false descriptions 

regarding its governance, which was dysfunctional, and provided untruthful responses to inquiries in the 

course of the initial listing examination. 

It was deemed that the following points contributed to the occurrence of these disclosures, etc. 

- The Representative Director President and CEO, a member of the founding family, used his overwhelming 

influence to compel the pursuit of excessively high performance targets that were set based on a performance-

heavy approach while demonstrating a severe lack of awareness toward compliance, such as by undervaluing 

administrative divisions. 

- The two Board of Director Deputy Presidents, who possessed full authority over the Chinese subsidiaries, 

took on board the intent of the Representative Director President and CEO, exerted excessive pressure on the 

employees of the Chinese subsidiaries to pursue the excessively high performance targets, and personally 

instructed or approved of the inappropriate accounting processing, which disabled their internal control 

systems. 

- The board of directors, including outside directors, did not challenge the management policy of the 

Representative Director President and CEO, blindly believed the reports of the Board of Director Deputy 

Presidents, who were involved in the inappropriate accounting processing, and did not raise any doubts. In 

addition, there were deficiencies in the system of checks and balances, such as the board of auditors 

continuing to avoid discussions about matters that were damaging to the Company group, and its governance 

remained dysfunctional. 

- The Company undervalued the role of administrative divisions and did not allocate sufficient budget for 

them. As a result, the administrative divisions did not work appropriately for some time, mainly due to not 

having enough employees who properly understood Chinese accounting practices. In addition, since 2017, 

the internal audit division only had a single employee responsible for auditing all offices, including those 

overseas. Internal audit declined into a mere formality, gradually ceasing to identify areas for improvement 

among other matters. 

In overall consideration of the above situation, TSE deems that this is a case of inappropriate disclosure, 

etc. that has considerable impact on investment decisions and that improvements to the Company's internal 

management system, etc. are highly necessary. As such, TSE designates its stock as a Security on Alert. 

Furthermore, with the involvement of the two Board of Director Deputy Presidents, inappropriate 

accounting processing was conducted at many of the Company's overseas offices for an extended period of 

time, and, in order to obtain initial listing approval, the Company included false statements in the initial 

listing application, which were in violation of the oath, and provided untruthful responses to inquiries from 

Japan Exchange Regulation in the course of the listing examination. TSE deems that this case has undermined 

the confidence of shareholders and investors in the TSE market. As such, TSE shall impose a listing 

agreement violation penalty on the Company." 
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2. Date of Designation of Security on Alert 

December 19, 2019 

 

3. Period of Designation as a Security on Alert 

The period of designation as a Security on Alert will be one year from December 19, 2019 according to the 

rule. Within one year, the Company will submit an internal management system report to TSE. TSE will 

review the the report, and if TSE approves that internal management system is functioning adequately, the 

designation will be cancelled. On the other hand, if TSE considers that the internal management system still 

has deficiencies, the stock of the Company will be delisted. However, if further improvement is anticipated, 

the designation of a Security on Alert will continue, and the improvement period will be extended for six 

months. 

Despite being designated as a Security on Alert, if it is deemed that the improvement of the internal 

management system is no longer expected, the stock of the Company will be delisted. 

 

4. Listing Agreement Violation Penalty 

The Company is required to pay 48 million yens as a listing agreement violation penalty by TSE. 

 

5. Actions to be taken 

The Company sincerely apologizes for the inconvenience and concerns to all shareholders, investors and to 

all stakeholders. 

As announced in the “Notice Regarding Establishment of the Committee for Policy Planning on Governance 

System” on November 22, 2019, the Company has begun restructuring the governance system and 

establishing a compliance system. The Company is committed to re-establishing the entire internal 

management system and to restoring the trust of all stakeholders. 

DISCLAIMER: This translation may be used for reference purposes only. This English version is not an official translation of the original 

Japanese document. In cases where any differences occur between the English version and the original Japanese version, the Japanese 

version will prevail. This translation is subject to change without notice. UMC electronics Co., Ltd. will accept no responsibility or liability 

for damage or loss caused by any error, inaccuracy, misunderstanding, or changes with regard to this translation. 


