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I, Heather S. Tewksbury, hereby declare as follows:

1. I am an attorney in the United States Department of Justice, Antitrust Division in
San Francisco and am admitted to practice before this Court. I have personal knowledge of the
matters set forth herein and, if called as a witness, could and would testify competently thereto.

2. Attached hereto as Exhibit A is a true copy of an article entitled, “Free
exchange/Fine and punishment,” which appeared in the July 21, 2012 issue of The Economist.

3. Attached hereto as Exhibit B is a what | am informed and believe is a true copy of
an article entitled, “Sentenced to Serve in Prison!/Personal Letter Written in Tears by AUO Vice
Chairman Exposed,” which on Nikkei Technology On Line on April 17, 2012. Also attached as
Exhibit B is a true copy of a translation of that article prepared by Mary Ma, the government’s
Chinese language document translator.

4, Attached hereto as Exhibit C is the government’s proposed Corporate Antitrust
Compliance Program for defendants AU Optronics Corporation and AU Optronics Corporation

America.

I declare under penalty of perjury under the laws of the United States that the foregoing is

true and correct to the best of my knowledge.

Executed this 11th day of September, 2012 at San Francisco, California.

/s/ Heather S. Tewksbury
Heather S. Tewksbury

DECLARATION OF HEATHER S. TEWKSBURY
[CR-09-0110 SI]




Case3:09-cr-00110-SI Document948-3 Filed09/11/12 Page3 of 33

Exhibit A



Free exchange: Fine and puniéhai&® PrdEesnéil10-SI Document948-3  Filed09/11/13upRadetQhioddst.comnode/21559315/print

{of3

Frfae exchange ]
Fine and punishment

The economics of crime suggests that corporate fines should be even
higher

Jul 21st 2012 | from the print edition

IT HAS been a bumper summer for corporate fines and settiements. In the past
three months alone firms in Britain and America have agreed to pay out over $10
billion because of wrongdoing. But the economics of crime suggests that fines
imposed by regulators may need to rise still further if they are to offset the
rewards from lawbreaking. '

The latest aliegations of bad behaviour are a familiar brew of overcharging,
mis-selling and price-fixing. Banks have been the worst offenders. Barclays was
fined $450m for its part in a price-fixing scandal; others will follow. HSBC is
expected to receive a hefty fine for allegedly flouting money-laundering
regulations. Two pharmaceuticals firms, GlaxoSmithKline and Abbott Laboratories,
have been stung for illegal marketing.

That some firms behave badly is nothing new, but the response of the authorities
has changed recently. Take cartels. Internationally, fines rose by a factor of one
thousand between the 1990s and 2000s. Data from America suggest this is not
because there are more cartel cases, which have shown no upward trend since the
late 1980s. Rather, the average level of fines has risen (see left-hand chart).
Recent penalties have smashed records. The Barclays fine includes the largest ever
levied by Britain’s financial regulator and America’s Commodity Futures Trading
Commission, for instance. Even so, are fines high enough to work?

The economics of crime prevention starts with a depressing assumption:
executives simply weigh up all their options, including the illegal ones. Given a
risk-free opportunity to mis-sell a product, or form a cartel, they will grab it. Most
businesspeople are not this calculating, of course, but the assumption of harsh
rationality is a useful way to work out how to deter rule-breakers.

In an influential 1968 paper* on the economics of crime, Gary Becker of the
University of Chicago set out a framework in which criminals weigh up the
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expected costs and benefits of breaking the law. The expected cost of lawless
behaviour is the product of two things: the chance of being caught and the severity
of the punishment if caught. This framework can be used to examine the
appropriate level of fines, and to see if there are ever reasons to exempt
companies from fines.

In thinking about %
how to set fines, it
helps to start from
the extremes. One
option is toc have no
fines at all for
corporate
wrongdoing, and to
rely instead on
market forces to
impose the costs
that keep firms in
line. The
market-based approach to antitrust regulation, popularised by Aaron Director of
the University of Chicago, holds that antitrust violations must be ripping someone
off, whether a customer or a supplier. The same is true of mis-selling cases. In
time a firm acting in this way will lose business, meaning that crime will not pay.

The problem with this view is that frictions—the costs to customers of switching,
say, or the barriers to entry for competitors—can allow exploitative firms to escape
punishment. Market constraints alone are not always enough to ensure good
behaviour. In a 2007 paper, John Connor and Gustav Helmers of Purdue University
examined 283 international cartels that operated between 1990 and 2005. The
aggregate revenue increase these cartels achieved by acting as they did was over
$300 billion.

At the other extreme is a system of very high fines. Indeed, Mr Becker's crime
calculus might lead to the conclusion that fines should be as draconian as possible
—seizing all a wrongdoer’s assets, for example. Anything lower reduces the
expected cost of criminality, without doing anything to improve the probability of
detection. (Treating whistleblowers leniently is consistent with this logic: letting
them off punishment raises the odds of truth-telling, and therefore of detection.)
There are plenty of arguments against ultra-high fines, however. One is that false
convictions carry too high a cost. Another is that fines of this sort could cripple
firms, reducing competition. ‘

A middle way might be for regulators to levy penalties that offset the benefits of
crime. Data on cartels supply useful guidance on how to go about calculating these
fines, The first step is to measure the expected gain from crime which fines need
to offset. In the study by Messrs Connor and Helmers, the median amount that
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cartel members overcharged was just over 20% of revenue in affected markets.
Next, you need an assumption about the chances of being found out: a detection
rate of one cartel in three would mean trustbusters were doing well, In this
example, that would mean a fine of 60% of revenue is needed to offset an
expected benefit of 20% of revenue-—~far higher than the fines in the study, which
were between 1.4% and 4.9%.

The calculus of crime

Assessed against this methodology, even apparently hefty fines look pretty weak.
Recent big penalties (see right-hand chart) have been far fower than a crime
calculus of this sort would suggest is needed, even allowing for the fact that some
firms, like Barclays, get discounts for co-operating with the authorities. Britain
looks particularly lenient. Its antitrust laws impose fines of up to 10% of revenues;
American regulators levy penalties of up to 40%, and the European Commission
goes up to 30%.

Disgruntled customers may later bring private lawsuits, which can further raise the
cost of crime. Here crime economics would suggest the American “class action”
system, bunching many customers’ complaints into a single lawsuit, is an asset
Europe lacks. MasterCard and Visa this month agreed to a $7.3 billion settiement
to resolve retailers’ lawsuits alleging collusion (which the two firms deny) over
credit-card fees. Criminal charges against individuals can also focus minds. Yet
litigation and criminal charges tend to take years to emerge; many wrongdoers are
able to avoid court. To deter bad behaviour fines need to rise. The watchdogs are
biting, but some need sharper teeth.

Sources

“Crime and Punishment: An Economic Approach (http://www. jstor.org/stable/1830482) * by Gary S. Becker,
Journal of Political Economy, Vol. 76, No, 2 (Mar. - Apr,, 1968), pp. 169-217

“The Chicago School of Antitrust Analysis” by Richard A. Posner, University of Pennsyivania Law Review, Vol 127,
No. 4 (Apr., 1979), pp. 925-948

“Statistics on Modern Private International Cartels, 19902005 (http://www.antitrustinstitute.org/node/ 10720) *

by John M. Connor and C. Gustav Helmers, American Antitrust Institute Working Paper No, 07-01

Economist.com/blogs/freeexchange (htip://www.economist.com/blogs/freeexchange)

from the print edition | Finance and economics

Copyright © The Economist Newspaper Limited 2012. All rights reserved. Accessibility Privacy policy

Cookies info Terms of use Help
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L CD News Report, April 27, 2012

Tranglation of Taiwan source by Mary Ma

http://info. ec. hc360. com/2012/04/17091
4555876. shtml

Sentenced to Servein Prison! / Personal Letter Written in
Tearsby AUO Vice Chairman Exposed

Nikkei Technology On Line 09:14 April 17, 2012

In the afternoon of March 15, 2012 Taiwan Time, every employee of AUO had received the
following e-mail:

Sender: HB Chen
Re: Facing difficulties, let’s be more courageous

All my colleagues, after trying to calm down for over a dozen hours but still could not fall

asleep, | got up in the small hours and listened to Buddhist Sutra on CD to gain peace in heart.
By habit, | opened my e-mail and many messages full of sympathy and regards from colleagues
greeted my eyes. Finally | could no longer hold back my tears, | cried my heart out. Looking
back the bits and pieces on the journey, | still do not regret the decision | made at the beginning.
Because it’s not only for the company, but also for my personal reputation, | have chosen to fight
totheend... My mind is full of the thought of “Fight, keep fighting”, | could not fall asleep.

Thinking back of the day, | consoled Kuma (AUO Board Director Hui Hsiung), but now in the
small hoursthismorning | let my tears flow to comfort myself. It’sthe heartfelt support from
my colleagues touched me, a 61 years old man to tears, allowing meto let go my self-imposed
toughness.

Comparing to those companies which surrendered without entering the battlefield, AUO chose at
the very beginning aroad less travelled--a difficult road. However, doesn’t this reflect our
spirit?

There are till hard battles to be fought in the future... In America, | will face them with stronger
determination. | also need all of you to continue to stick around and to fight together with me.
Stay tuned!
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hb@Cupertino.US

Thetria of anti-trust case against AUO concluded on US Pacific Time March 13, 2012. Guilty
verdicts were handed down to Vice Chairman HB Chen and Board Director Hui Hsiung; AUO as
acompany was also convicted of violating anti-trust laws. Former Genera Manager LJ Chen
and Hubert Lee were found not guilty. Asto senior manager Steven Leung, since the jury could
not reach consensus, his case was declared amistrial and he was released right in court.

Facing the outcome of the trial, AUO Chairman KY Lee said: “Three executives are found not
guilty. That should count as an accomplishment.” However, the outcome is not something he' d
be happy with, as AUO faces a maximum fine of 1 billion US dollars, an amount equal to half of
the company’slossin 2011 and two of his comrades HB Chen and Hui Hsiung are facing prison
terms.

Almost 6 year s of bombardment of investigation: Company sear ched,
documents seized; all-day long questioning

Three months later the judge will decide on the amount of fine and the length of prison terms. If
AUO does not accept the judgment it can appeal to the Federal Appeals Court; at the highest it
can apped to the US Supreme Court. If the caseisreturned for are-trial, AUO has the chance
for areversal of the judgment. Otherwise the case will be over.

From the beginning of this case, HB Chen has sided with KY Lee in the same camp of hawks
[the side desiring for an all out fight-trandator]. Both were very confident.

However, a mere check on the guilty checkbox beside the names of HB Chen and Hui Hsiung on
the 4-page judgment brings Chen a possible maximum prison sentence of 10 years, reducing the
61-year old battlefields hardened warrior to tears.

Will the appeal succeed? How long a prison sentence will the judge impose? Where to serve?
Will he walk out the prison healthy? Will he see his elderly father again? Even though he has
freedom for the time being, the highly volatile uncertainties have fettered his heart.

When faced with himself alone in the quietness of the night, the accumulated stress of
undergoing 1,898 days of investigation and trial since December, 2006 crushed the iron man.

Among the AUO executives charged, HB Chen is the highest in both rank and seniority.
Together with KY Lee and Hui Hsiung he co-founded AUO. While KY Lee plotted strategies,
HB Chen was the general responsible for exploring the frontiers and expanding the territories,
claiming to have a 100 percent executive power. Together the two men have gone through the
rise and fall of the panel industry.

Now the closest comrade of KY Leeis facing the most severe predicament of hislife. “The
pressure is heavier and more tormenting before your entering the prison than after that. At this
time every word uttered by and every |etter written from people around you become very
important to you,” said a person who had gone to US to serve prison time.

2
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Thiswas awar between afeatherweight amateur and a heavyweight master. Who would have
thought AUO, acompany only 16 years old would have the audacity to fight the US DOJ that
has 122 years of experiences in anti-trust litigation!

It isdoomed to a spectacular failure when a company takes on a gover nment,
just like an ant fights a monster.

First of all, AUO encountered a coverall dragnet-like investigation by the US prosecutors. “You
are facing the most powerful government in the world,” arelevant person pointed out. Starting
in 2006 with a search warrant in hand the US prosecutors were able to not only search the offices
of AUO USA subsidiaries---searching computers, checking emails, seizing documents, reading
personal notes---but also question a defendant, with tads of business cards obtained from his
desk drawersin hand, card by card, when, where and what he had talked to the person whose
name was on the card. The questioning could last for awhole day.

Think there are no problems because your headquartersislocated in Taiwan and beyond US
jurisdiction? Wrong. Carrying the power of the country and its market, the US prosecutors can
force you with carrot-and-stick tactics to hand over materials. The US prosecutors asked
employees of the Taiwan panel manufacturers’ for assistance by offering them “full immunity”;
They may aso use the US market as bargaining chip to request the defendants’ attorneysto help
“questioning” the defendants, searching and collecting materials and send them back to US, by
threatening the defendants with the possibility of denying access of their products to the US
market.

11 attacking versus 1 defending: prosecutors kept calling witnesses, AUO had
only one

The defendants who plea-bargained in the past had all signed agreement with the prosecutors that
they may be called upon anytime to serve as witnesses for the prosecution to testify against
AUOQO. Therefore the prosecutors can turn them into weapons attacking AUO. AUO can ask the
parties who has pled to provide evidence too, but it has no power to enforce their cooperation.

During a break when attending the Cardinal Tien Cultural Foundation Forum in early February
of 2012, reporters approached KY Lee, asking him about the case. Lee claimed with confidence:
“It’s not inevitable for usto lose.” However, he conceded that it’s been very difficult to find
witnesses willing to go to court.

Marathon investigation was only the first step of the launching of the state apparatus; the trial
that followed was an intensive battle of attacking and defending during which a slight misstep
yields the upper hand to your opponent.

The 20-floor building of the California Federal District Court is where the trial against AUO
commenced in a 19" floor courtroom on January 9, 2012. HB Chen and other defendants’ guilt
or innocence will be determined in the ensuing 65 days.
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The court was in session from 8:30am till 3:30pm Monday through Thursday. In the past HB
Chen’s calendar consisted of meetings densely arranged by his secretary. Now the court sitting
room became his work place where he carefully studied every piece of testimony and evidence,
waiting to be called.

The fiercest court battle waged by the two sides took place between February 23 and 27, during
which the prosecutors called 11 witnesses in succession. The “Business Weekly” secured the
following exclusive report of the 4-day episode.

The witnesses are in four categories: First, the plea-bargainers, such as the chief executives of
LGD, CPT and CMO; second, the voluntary witnesses who traded their testimony for immunity
including former employees of AUO USA; third, the purchasersin US, including 2 procurement
managers from Dell and HP respectively; and fourth, the expert witnesses such as economists
who explained how much illegal profits AUO gained by violating the anti-trust law.

AUO had only one witness: an expert witness. This economist explained that AUO did not
participate in the price-fixing conspiracy because its pricing was lower than the pricing set at the
“Crystal Meeting” (the name of the meeting where AUO met its competitors-editor).

A debate of 11 persons versus 1 person:
First point to attack and defend: has AUO influenced panel prices intentionally?

The US prosecutors first accused the AUO executives for attending over 60 secret meetings held
with their competitors, even when the executives did not attend, they sent representatives and
have them reported back. Some 2002 AUO internal documents listed the meeting conclusions of
trying to raise the prices for 15" and 17" panel prices and raise prices to some customers, such

as. HP and Sony. Next CPT, LGD and CMO witnesses were called to confirm AUQO’ s attendance
of the crystal meetings.

AUO attorneys contradicted by stating that although AUO attended the meetings, they did not
implement the meeting conclusions. They also pointed out the inconsistencies in the testimony of
the prosecution witnesses. For example: a CPT executive stated that CPT followed crystal
meeting price from the end of 2001 to 2002, but, it did not follow it after 2003. He also admitted
that he felt that the competitors were unable to have candid exchange. A LGD executive also
indicated that even though he attended the meetings, he did not have pricing authority.

The AUO attorneys insisted that “in crystal meetings, the competitors tried to outwit each other;
the participant not only quoted false prices often, but also took advantage of the intelligence
obtained from the crystal meetings to grab orders from competitors customers by slashing
prices.” To put it smply, it was a source for business intelligence, not for real price negotiations.
The business culture differences of the East and the West was cited to refute the prosecution
theory.



Case3:09-cr-00110-SI Document948-3 Filed09/11/12 Pagel9 of 33

The prosecution then called the plea-bargainers, hoping to point out the fact that AUO
participated in the meetings and intend to manipulate prices. The prosecutors kept asking
guestions until the answer met their expectation.

Second point to attack and defend: has AUO gained illegal high profits?

The economist hired by AUO reviewed prices from thousands of internal company transactions
from 2001to 2006 and compared them to the crystal meeting agreement prices and concluded
that in the 5 years, the panel prices dropped 70%, AUOQ prices quoted had always been below the
prices agreed in the meetings, how is that a conspiracy? Furthermore, the meetings were held
outside of the United States, cannot be regarded as violation of the anti-trust law per se.

The economist hired by the prosecution contends, however, the important question for AUO
should be how much improper gain it obtained by deciding on their prices based on the
information from attending the crystal meetings. The expert witness calcul ated the improper gain
to be higher than the 500 million US dollars proposed by the prosecutors.

After 4 days of attacking and defending, from March 1st to the 13", the jury held close-door
deliberation. The 13 days was nerve racking for HB Chen asif he had been sitting on pins and
needles. He was hopeful, afriend related:” but, he was psychologically prepared.”

A management scholar who has studied the anti-trust law pointed out that the US anti-trust law
maintains that as long as an entity participatesin ameeting, it is deemed as intending to
influence; thisis called illegal per sein the United States. It would be very hard to berid of the
guilt. Thisisthe reason the outside world is pessimistic about AUO’ s chance of escaping
unscathed.

Since 2000, the US DOJ has prosecuted criminally hundreds of anti-trust cases, no global
enterprises had ever dared to take on the US DOJ directly. Microsoft, who is valued 57 times
greater than AUO on the market, didn’t dare; Samsung, who is valued 39 times greater than
AUO on the market, also dared not.

AUO was the first who took on US DOJ directly in acriminal anti-trust case. “Thiscaseis
certainly becoming acritical US anti-trust case” alegal professional asserted.

KY Leelead hisman in a charge: audaciousin taking risks, but, push the
company into the crossfire

What has made AUO so audacious? The answer lieswith KY Lee’ s disposition of being “daring
in risk taking and giving a high regard to impeccable reputation.”

Early in his career, he jumped boat from Acer to start his own company. Before the technol ogy
transfer agreement was signed, he decided to build a panel factory first; hisrisk taking strategy
enabled him to build the 3" largest panel manufacturing facility in the world, however, this
characteristic of his also brought devastating losses. In 2004, its subsidiary brand name
manufacturer BenQ only net 7.6 billion Y uen profit after tax, it dared to buy the cell phone

5
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division of Siemensin 2005, which had suffered the loss of 25 billion NT Y uen per annum. A
year later, it bailed out quietly.

Another of his characteristic is that he regards his good reputation highly, he would never admit
to things he did not do. Several years ago, he was charged with insider trading of BenQ stock.
KY Lee attended most of the court appearance in person until the court declared him not guilty.

In the afternoon of March 19", K'Y Lee released the following statement which was very telling
of his character, it is entitled: “ Supplementary Comments Regarding the US Litigation:
Persevere in Honesty and Good faith, Always put the People First”:

Even if facing a competitive situation under which everyone tries to outwit the other, aslong as
we uphold our core value of “honesty and good faith” and stay within the confines of law, we
shall still sprint on without fear of trouble back at home.

Willing to take risks, thinking highly of good reputation---the combination of these two personal
traits led him to make the decision to fight the anti-trust case.

However, this action ties up undoubtedly the interests of 420 thousand AUO shareholders with
the lawsuit: If the judge decidesto fine AUO one billion US dollars, it will exceed the total fine
amount (890 million US dollars) the 7 panel manufacturers previously paid. Without question it
will be a heavy blow to AUO, which had lost 61.4 billion NTDs in 2011. Not only hasKY Lee
lost two of his favorite go-getters, but his company might also lag further and further behind
Samsung in technology due to the shortage of cash.

“l canonly say KY Leeis so naive---heisamost ignorant. There were more than 60 Crystal
Meetings, the date, place and notes of the meetings had been clearly on record. Thishasto bea
trampling on the red line (meaning: violating the law),” thought a scholar familiar with anti-trust
laws.

In the past Sharp, LGD, CPT and CMO had al agreed to plead guilty in order to put astop on
losing as soon as possible. It was a calculated move. But as the board being dominated by KY
Lee s personality, AUO decided to fight it alone, and nobody called for braking.

A leader’ s personality may lead a company to becoming a flagship in the industry, but it may
also push the company to the edge of danger---it is both the company’ s asset and burden. How
to manage the leader’ s traits to avoid the old saying “success because of Xiao He[a Han
Dynasty Prime Minister who lead his emperor to many successful conquests and eventually lost
the country to the enemy-trandlator] , failure because of Xiao He” from happening?

Revelationsfor Enter prise Management: Board member ship must diver sify;
keep leaders personalitiesin balance

Professor Yin-hua Y e of the Finance Institute of Fu Jen University believes that the factors
leading to afounder’ s success in starting up a business might one day become factors ossifying
the business thinking which leads to failure. The solution relies on aboard with members from
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different background to play the role of checker and overseer. It's apity that the background
overlapping among members of boards and management teamsin Taiwan runs high. The upside
of thisisthat the board members have sufficient expertise about the business and thus can make
quick decisions; while the downside is lacking discussions from diverse angles when making
important decisions, due to the homogenization of thinking.

Among the five members of the AUO board, four of them are either co-founders or management
team members of KY Lee, lacking in diversity. It isdoubtful they can take afull discussion
before making an important decision.

Judging from the current development in the case, the chance of AUO losing is more likely than
itswinning. With all 12 members of the jury voting unanimously to convict, it not an easy task
for AUO to get away. Now it’sjust a matter of how long the top managers will serve, and of
how much the company will be fined.

Perhaps the biggest revelation this case has brought to Taiwan companies is neither the question
of whether the government offered any assistance, as having been hotly discussed by the media;
nor the question who is the rat; nor the question of “honesty and good faith”, as touted by KY
Lee---it is the important subject of company management: How to balance aleader’s personality
with the interest of a company, devise a system to avoid the lacking of multi-angled discussions
prior to critical decision making. If the board cannot assume the function of the second line of
defense, shareholders and employees might all be pushed to the front line and turned into
courageous losers.

(Written by Ruying Zeng of “Business Weekly™)

Information Summary: 6 years of investigation, 3 months of trial: 2 senior founding members
still found guilty

----A Chronicle of the AUO anti-trust case
Panel ManufacturersHar shly Punished

2006/12 US DOJ launched investigation on violation of anti-trust law by panel manufacturers
between 2001 and 2006.

2008/11 Sharp, CPT and LGD agreed to plead guilty; 3 top executives of CPT including former
Chairman CH Lin were sentenced to prison.

2009/12 COM agreed to plea, paid 220 million US dollarsin fine, top managers went to prison.
AUO took on the legal fight

2010/6 US DOJfiled charge against AUO for anti-trust violation, aleging participation in price-
fixing conspiracy seeking illegal gain of US$500 million.
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2010/8 Having cometo US to assist in theinvestigation, AUO Vice Chairman HB Chen, former
Genera Manager LJ Chen, Board Director Hui Hsiung and others were restricted from leaving
the country.

2012/12 The Executive Committee of EU filed charges against AUO and CMO for anti-trust
violation, fined CMO and AUO 300 million and 116 Million Euros respectively.

2010/12 AUO budgeted 10 billion NTD for legal expenses; afterward added 3 billion NTD more
and decided to fight the case head on.

Jury handed down guilty verdict
2012/1/9 AUOQ anti-trust trial commenced in US.

2012/2/23 Witnesses were called to testify in court. Employeesof LG, CPT, CMO, HP and Dell
testified in court.

2012/3/1 12 jurors of the US Federal District Court began deliberation.

2012/3/13 Jury reached verdict: AUO was found guilty of anti-trust law violation; HB Chen
and Hui Hsiung were convicted; LJ Chen, Hubert Lee and Steven Leung were found not guilty
and were released in court.

Compiled by Ruying Zeng
Ishe AUQO’s last hope?

Dennis P. Riordan, the lawyer who defended and answered media questions on behalf of AUO
owns thetitle of Super Lawyer. He was named the Lawyer of the Y ear by the journal
“CaliforniaLawyer”. Inthecircle of US lawyers he has a shining nickname “ The Last Hope”,
meaning “the last hope for defendants with little chance of winning.”

He made his name in the 1971" San Quentin Six” case in which 6 inmates attempted to escape,
killing 3 prison guards. Riordan represented one of the inmates charged with murder. It took him
14 years to win the case, during which period he would rather not charge for his services and for
aperiod of time he became so impoverished he had to pay rents with unemployment benefits.
Nevertheless, the case made him famous overnight.

When the Vice Mayor of San Diego Michael Zucchet was charged with 9 counts of
embezzlement in 2003, Riordan was able to make the court to drop 7 of them in only afew
weeks, winning the nomination as one the “Top Ten Lawyersin San Francisco Bay Ared’ by
“San Francisco Chronicle.” The fame that “in Riordan’s hands, no matter how rotten acaseis, the
defendant has the chance to win” spread like wildfire. 1t was believed that cases with only a3 to
5 percent of winning chance can be brought back to life by him.
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He himself admits that “1 enjoy very much pondering the law, seeing through its complexities
and then constructing my defense and claims.” He was retained at the very beginning of the AUO
anti-trust case, giving much confidence to the defense team. However, only time can tell
whether Riordan, who had seldom handled anti-trust cases in the past and is now confronted with
the mighty state apparatus, can become AUQO’s last hope.
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Exhibit C
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Corporate Antitrust Compliance Program

1 Pursuant to United States Sentencing Guidelines (USSG) 88D1.4(b)(1), AU
Optronics Corporation (*AUQO”), AU Optronics Corporation America, and their subsidiaries and
affiliates (collectively “AUO/AUOA™) are required to develop and submit to the Court an
antitrust compliance program designed to prevent and detect violations of the United States
antitrust laws (the “antitrust laws”), throughout their operations, including the pricing and sale of
products in the United States or for integration into finished products sold in the United States.

2. In order to address any deficienciesin their internal policies and procedures
regarding compliance with the antitrust laws, AUO/AUOA are required to undertake areview of
their existing policies and procedures including without limitation regarding sales, pricing,
communications with competitors, and participation in industry groups and trade associations.
Where necessary and appropriate, AUO/AUOA will adopt new or modify existing policies and
procedures in order to ensure that AUO/AUOA have arigorous antitrust compliance program
designed to detect and deter violations of the antitrust laws. The antitrust compliance program of

AUO/AUOA will consist of the following elements, at a minimum:

a A clearly articulated corporate policy against violations of the antitrust
laws;
b. Promulgation of antitrust compliance standards and procedures to be

followed by all directors, officers, employees of AUO/AUOA and, where
appropriate, business partners including, but not limited to, agents, consultants,
representatives, teaming partners, joint venture partners, and other parties acting

on behalf of AUO/AUOA (collectively referred to hereinafter as “agents and
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business partners’), that are reasonably capable of reducing the prospect that the
antitrust laws will be violated;

C. The assignment of one or more senior corporate officials of AUO/AUOA,
who shall report directly to the Audit Committee of the AUO Board of Directors,
with responsibility for the implementation and oversight of compliance with
policies and procedures established in accordance with the antitrust compliance
program of AUO/AUOA;

d. The effective communication to al directors, officers, employees, and,
where appropriate, agents and business partners, of AUO/AUOA’s corporate
antitrust compliance program. This shall include: (i) training concerning the
requirements of the antitrust laws on a periodic basisto all directors, officers, and
employees; (ii) periodic certifications by all directors, al officers, and all
employees involved in the pricing, sale, or marketing of productsin the United
States or for integration into finished products sold in the United States, including
the head of each AUO/AUOA business or division, and, where appropriate,
agents and business partners, certifying compliance therewith; and (iii) periodic
communications by senior management of AUO/AUOA that provide strong,
explicit, and visible support and commitment to its corporate policy against
violations of the antitrust laws and in support of its antitrust compliance program;
e Where appropriate, AUO/AUOA will include standard provisionsin
agreements, contracts, and renewals thereof with all agents and business partners
that are reasonably calculated to prevent violations of the antitrust laws, which

may, depending upon the circumstances, include: (i) contract terms and provisions
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requiring compliance with the antitrust laws; and (ii) rights to terminate an agent
or business partner as aresult of any breach of the antitrust laws,

f. A reporting system administered by the senior corporate officia(s)
described in paragraph 2(c) above, including an anonymous “Helpline” for
directors, officers, employees, agents, and business partners to confidentially
report suspected violations of the antitrust laws and/or the AUO/AUOA antitrust
compliance code, and a procedure for investigating such reports;

. Procedures to protect the identity of persons, agents, or business partners
who make reports under paragraph 2(f) above and to prevent any retaliation
against those persons, agents, or business partners;

h. Appropriate termination procedures for all individuals, agents, or business
partners convicted of violations of the antitrust laws;

I Appropriate disciplinary and termination procedures to address violations
of the AUO/AUOA antitrust compliance program; and

J. Clearly articulated corporate procedures designed to ensure that
individuals whom AUO/AUOA knows, or should know through the exercise of
due diligence, are under outstanding indictment for violations of the antitrust laws
or have engaged in other conduct inconsistent with an effective compliance and
ethics program, are prohibited from holding positions that include any
discretionary pricing, sales, or marketing authority.

In order to assist in the development of an effective compliance and ethics
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program, AUO/AUOA arerequired to hire, at their expense, an independent monitor (Monitor)

within sixty (60) calendar days of the date of sentencing, to assist in the development of, and to

monitor, AUO/AUOA’s antitrust compliance program for a period of three (3) years.
a The Monitor shall be an attorney with substantial relevant legal practice
experience related to price fixing, bid-rigging, and other criminal violations of the
antitrust laws. Although some of the relevant legal practice experience may be
from government practice, the Monitor should have significant experience
representing and counseling business entities regarding criminal violations of the
antitrust laws as well as extensive expertise in devel oping, implementing, and
overseeing antitrust compliance programs on behalf of multinational business
entities.
b. Within thirty (30) calendar days after the date of sentencing, AUO/AUOA
shall recommend to the Probation Office and the United States Department of
Justice, Antitrust Division, San Francisco Field Office (hereinafter “the Antitrust
Division”) apool of three qualified monitor candidates and provide to the
Probation Office and the Antitrust Division a description of each candidate’'s
gualifications and credentials. After consultation with the Antitrust Division, the
Probation Office, in its sole discretion, shall either select one of the candidates
nominated by AUO/AUOA to serve as the Monitor, select an aternative-qualified
Monitor of its own choosing, or instruct AUO/AUOA to propose three additional
candidates for selection pursuant to the process set forth above.
C. At the time that AUO/AUOA recommend the pool of monitor candidates,

AUO/AUOA shall provide the Probation Office with (1) awritten certification
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from each company that it will not employ or be affiliated with the monitor for a
period of not less than one year after the termination of the monitorship and (2) a
written certification by each of the monitor candidates that he/sheis not an
employee or agent of AUO/AUOA and holds no interest in, and has no
relationship with, AUO/AUOA or their directors, officers, employees, agents, or
business partners.

4, The Monitor will review and evaluate the effectiveness of any AUO/AUOA
antitrust compliance code, policies, and procedures in existence at the time of hisor her
appointment. Thisreview and evaluation shall include an assessment of those policies and
procedures that have actually been implemented. AUO/AUOA shall cooperate fully with the
Monitor and the Monitor shall have the authority to take such reasonable steps, in hisor her
view, as may be necessary to be fully informed about the operations of AUO/AUOA within the
scope of hisor her responsibilities under this Agreement. To that end, AUO/AUOA shall
provide the Monitor with access in the United States to al information, documents, records,
“Helpline” reports, directors, officers, employees, agents, and/or business partners that fall
within the scope of responsibilities of the Monitor under this Agreement.

a No attorney-client relationship shall be formed between AUO/AUOA and
the Monitor.

b. In the event that AUO/AUOA seek to withhold from the Monitor access to
any information, documents, records, “Helpling” reports, directors, officers,
employees, agents, and/or business partners because of a claim of attorney-client
privilege or the attorney work-product doctrine, or where AUO/AUOA

reasonably believe production would otherwise be inconsistent with applicable
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law, AUO/AUOA shall work cooperatively with the Monitor to resolve the matter
to the satisfaction of the Monitor. If the matter cannot be resolved, at the request
of the Monitor, AUO/AUOA shall promptly provide written notice of this
determination to the Monitor, the Probation Office, and the Antitrust Division.
Such notice shall include a genera description of the nature of the records or
individuals that are being withheld, as well as the basisfor the claim. Any dispute
regarding the privilege or work-product claim by AUO/AUOA shall be referred to
the Court for resolution.
5. The Monitor shall assess whether any AUO/AUOA policies and
procedures in existence at the time of his or her appointment are reasonably designed to detect
and prevent violations of the antitrust laws and, during the three (3) year period, shall conduct an
initial review and prepare an initia report, followed by two (2) follow-up reviews and follow-up
reports as described below. With respect to each of the three (3) reviews, after initial
consultations with AUO/AUOA and the Probation Office, the Monitor shall prepare awritten
work plan of proposed actions for each of the reviews, which shall be submitted to AUO/AUOA,
the Probation Office, and the Antitrust Division for comment before the Monitor begins each
review. In order to conduct an effective initial review and to fully understand any existing
deficienciesin policies and procedures related to antitrust compliance, the Monitor’ sinitial work
plan shall include such steps as are necessary to develop an understanding of the facts and
circumstances surrounding the violations that occurred. Any disputes between AUO/AUOA, the
Monitor, and the Antitrust Division with respect to the work plan shall be decided by the

Probation Officein its sole discretion.
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6. In connection with theinitial review, the Monitor shall issue awritten report
within one hundred twenty (120) calendar days of his or her retention setting forth the Monitor’s
assessment and making recommendations reasonably designed to improve the policies and
procedures of AUO/AUOA for ensuring antitrust compliance. The Monitor shall provide the
report to the Boards of Directors of AUO/AUOA and contemporaneously transmit copies to the
Probation Office and the Antitrust Division. The Monitor may extend the time period for
issuance of the report with the prior written approval of the Probation Office.

7. Within sixty (60) calendar days after receiving the Monitor’s report, AUO/AUOA
shall adopt all recommendations in the report; provided, however, that within thirty (30) calendar
days after receiving the report, AUO/AUOA shall advise the Monitor, the Probation Office, and
the Antitrust Division in writing of any recommendations that AUO/AUOA consider unduly
burdensome, impractical, or costly. With respect to any recommendations to which
AUO/AUOA object as unduly burdensome, impractical, or costly, AUO/AUOA need not adopt
the recommendation within that time but shall propose in writing an alternative policy,
procedure, or system designed to achieve the same objective or purpose. Asto any
recommendation on which AUO/AUQOA and the Monitor do not agree, such parties shall attempt
in good faith to reach an agreement within thirty (30) calendar days after AUO/AUOA serves
written notice of objection. In the event AUO/AUOA and the Monitor are unable to agree on an
alternative proposal, AUO/AUOA shall abide by the determination of the Probation Office,
which will consult with the Antitrust Division before making its determination. With respect to
any recommendation that the Monitor determines cannot reasonably be implemented within sixty
(60) calendar days after AUO/AUOA receive the report, the Monitor may extend the time period

for implementation with prior written approval of the Probation Office.
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8. The Monitor shall undertake two (2) follow-up reviews to further monitor and
assess whether the policies and procedures of AUO/AUOA are reasonably designed to detect and
prevent violations of the antitrust laws and are being reasonably implemented to do the same.
Within sixty (60) calendar days of initiating each follow-up review, the Monitor shall: (a)
complete the review; (b) certify whether the antitrust compliance program of AUO/AUOA,
including its policies and procedures, is appropriately designed and implemented to ensure
compliance with the antitrust laws; and (c) report on the Monitor’s findings in the same fashion
as set forth in Paragraph 6 with respect to initial review. The first follow-up review shall
commence one year after appointment of the Monitor. The second follow-up review shall
commence 18 months after completion of the first follow-up review. The Monitor may extend
the time period for these follow-up reviews with the prior written approval of the Probation
Office.

9. In undertaking the assessments and reviews described in Paragraphs 3-8 herein,
the Monitor shall formulate conclusions based on, among other things: (@) inspection of
documents, including all policies and procedures relating to the antitrust compliance program of
AUO/AUOA; (b) meetings with and interviews of employees, officers, directors, agents, and
business partners of AUO/AUOA and al of their affiliates and subsidiaries, and any other
relevant persons, who shall be brought to the United States at the expense of AUO/AUOA for
such meetings; and (c) analyses, studies, and testing of the antitrust compliance program of
AUO/AUOA and dl of their affiliates and subsidiaries.

10. Should AUO/AUOA discover evidence, not already reported to the Probation
Office, of any discussions or communications with competitors of AUO/AUOA involving

directors, officers, employees, agents, or business partners of any AUO/AUOA entity regarding
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the pricing, sale or marketing of products in the United States or for integration into finished
products sold in the United States, AUO/AUOA shall promptly report such conduct to the
Probation Office, the Monitor, and the Antitrust Division.

11.  Thecharge of the Monitor, as described above, isto review the policies and
procedures of AUO/AUOA and all of their affiliates and subsidiaries related to compliance with
the antitrust laws. Should the Monitor during the course of his or her engagement discover
evidence of any discussions or communications with competitors of AUO/AUOA involving
directors, officers, employees, agents, or business partners of any AUO/AUOA entity regarding
the pricing and sale of products in the United States or for integration into finished products sold
in the United States, that the Monitor believes, in the exercise of his or her sole discretion,
violate either the terms of AUO/AUOA’s probation, AUO/AUOA’ s antitrust compliance
program, or the antitrust laws, the Monitor shall promptly report such communications or
conduct to the Probation Office and the Antitrust Division.

12.  The Monitor shall report evidence of other violations of United States criminal or
regulatory laws discovered in the course of performing its duties, in the same manner described
in paragraph 11 above.

13. In the event that AUO/AUOA, or any entity or person working directly or
indirectly for AUO or AUOA, refuses to provide information necessary for the performance of
the Monitor’ s responsibilities, the Monitor shall disclose that fact to the Probation Office.

14. AUO/AUOA, and their directors, officers, employees, shareholders, agents and
business partners, shall not take any action to retaliate against the Monitor for any

recommendations, reports, or disclosures required hereby or for any other reason.



