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1. Report to the Shareholders

To Ms. and Mr. Shareholders:

The company would like to sincerely thank all shareholders for your support and encouragement
to Speed Tech Corp in the previous year. We would like to report to shareholders on the business
operation of 2019 and the prospects.

1. The 2018 Business Report:
1. Operating Results:

The company’s 2019 consolidated operating net income was NT$ 11,260,075 thousand,
which is increased by 119% compared to 2018 of NT$ 5,133,422 thousand. The consolidative
net profit after-tax was NT$ 653,054 thousand; among them, the net profit attributable to the
parent company was NT$ 366,750 thousand, and the after-tax earnings per share were NT$
2.19.

2. The Implementation Status of the Budgets:
The company did not publish the 2019 financial prediction. Accordingly, there is no need to
report the achievement of the budget.
3. The financial income and expenditure and the profitability analysis:
Unit: NT$ thousand; %

Item Year 2019 2018
Financial |Interest Income 9,469 7,162
I & .
ncom(? Interest Expenditure 39,098 26,302
Expenditure
Return on Assets (%) 1.39 0.95
The Shareholders’ Equity
Ratio (%) 20.23 12.31

Operating Income Accounted

for Paid-In Capital Ratio (%) 49.97 19.25
Profitability |Pre-Tax Net Income

Accounted for Paid-In Capital 51.27 25.85

Ratio (%)

Net Profit Margin (%) 5.80 6.03

Earnings Per Share (Loss) /

(NTS) 2.19 1

4. Research and Development Overview:

The company's recent annual research and development expenditures accounted for 7%
of the net sales of products, and has pretty good research and development results in various
product fields. The core of research and development includes the development of new
products, equipment, and new technique development; among them, the development of new
products includes the following major categories:

(1) RF Switch, RF Coaxial Connector and RF Cable, USB C Type, RF BTB, which is
applicable to smart phones, tablets, Ultrabook - wearable devices ~ Game Console ~
netcome, and information appliance, etc.



(2) The ethernet connector, such as RJ 1G/2.5G/5G/10G +30WPoE/60WPOE/90W
POE/130WPoe, applies to Small Cell. Switch. AP, PC, AIO, Game Console, Server, and
Workstation.

(3) The high-speed connector, such as SAS Connector, mini SAS HD Connector, Slimline
SAS, OCulink, and Gen-Z Connector, applies to cloud computing technology.

(4) The precision components, such as Sensor Connector, Lan Transformer, blood glucose
measurement, applies to medical and consumption market field.

(5) Using the advanced equipment of the industry to customize the SMT service for the
corporation and the customers with the stable and high-quality fully automatic
production line.

(6) The molding manufacturing of liquefied silicone rubber compression, which applies to
automotive, medical, and consumer electronics.

(7) The relevant product line of system assembly FATP was developed for USB4.0 and
TBT4 relevant product applications.

2. 2020 Operating Plan Overview
1. 2020 operation guideline

(1) Actively develop niche products such as high-frequency and high-speed connection
components and strengthen the control of automated production to create business growth
and profits.

(2) Combined the channel and products advantages of the Luxshare Corp, committing to the
pre-stage development with the various association and the participating in new project
design with the United States and Europe, and Chinese brand customers to obtain the
preemptive opportunities.

(3) Inresponse to the rise of various costs, reinforce the control of costs and the adjustment
of manufacture mode of the company, to acquire the most substantial profit by effectively
controlling costs.

(4) Comply with the future development trend of the market, continue to explore new
markets and enhance the company's competitiveness, thereby improving the company's
operational performance.

2. Expecting Sale Volume and its basis
The marketing investigation institute, IDC, predicts that 2020 is the essential year of

“remodeling and innovative competition.” If the enterprises cannot speed up the engagement

in digital innovation in the future, they will lose two-thirds of the market opportunities by the

year 2022. Furthermore, in the new digital economy, the technique application is crucial.

IDC predicts that the market will be affected by the following trends:

(1) The Al's Conversational Platform and the form of "Collective Intelligence"

The interactive platform for integrating natural language processing and chatbots in Al
technology has a more significant impact on the industry. The main application areas will
appear in five fields: personalized suggestion/recommendation, automatic document
retrieval, work automation, manpower enhancement and improvement, and entertainment
application services. From the perspective of industry, it is the most leading in the
industries of finance, professional services, retail catering, and media entertainment. As Al
enters the trend of edge computing, the response of terminal devices becomes more
powerful, smarter, and auto-sponsored. IDC predicts that by 2020, 50% of smartphones
will be equipped with Al chips; in 2022, 25% of global terminals will be capable of Al
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edge computing. It will further assist and accelerate the development of new-style products
by collecting, analyzing, and learning the movements and usage habits of these Al terminal
devices and matching machine learning in the cloud.

(2) The high-kinetic energy evolution of cloud technique

The high growth of public cloud services has led to the evolution of high-kinetic
energy of public cloud information technique. The cloud computing lab will add more
heterogeneous and exclusive processing chips, virtualizing to pursue lightweight and
intangible, and the virtual architecture turns to open specification standards. The technical
application is no longer limited to the service provider's computer lab; instead, it can be
deployed to the enterprise side from the organic room or the Internet frontier system.

(3) Fromartificial intelligence to Ambient intelligence

Under the popularization of mobile devices, IPV6, the Internet, and the various sensor
deployments, IDC predicts that the application of Al will be extended, from the
enterprises/consumers to the next stage, Ambient Intelligence. The user’s job must be
highly connected to the use of the situation / lifestyle; due to the high demand for the
oriented terminal user behavior and prediction, so the application and import of artificial
intelligence are extremely important.

(4) The 5G era is coming

IDC predicts that SA's independent network will be adopted by telecom operators in
2020. With the introduction of high-, medium-, and low-frequency 5G base stations and
the introduction of technologies such as network slicing, remote control unmanned
factories, remote intelligence medical, and self-control The automatic management of
driving and large-scale fleets, the mass transit intelligent transportation system and the
operation of smart cities will gradually begin.

The global city population is growing; by the year 2050, 66% of the population
around the world will live in the city. To reduce traffic congestion, governments around the
world and car manufacturers have cooperated to promote smart services and vehicle
sharing. Many car manufacturers have taken this trend to apply electric vehicles in the field
and increase the role of assisted driving and networking as a highlight of electric vehicles,
so that more people can directly experience electric vehicles and be attracted to purchase
due to its advantages, and simultaneously improve brand image and enhance promotion
effectiveness. In terms of intelligent services, to re-establish user confidence in the past,
the car manufacturer equipped with advanced driver assistance system and intelligent
network of vehicle networking on the electric vehicle, highly combined with the operating
environment, significantly improved the convenience and safety of electric vehicles. Speed
Tech Corp starts with Netcom connector products, which has years of experience in the
research and development of high frequency and RF connectors. The company believes
that we can keep up with the demand for the 10T and the Internet of vehicle connector with
excellent development capabilities, and again, achieve outstanding performance.

In summary, since the competition threshold becomes higher, the connector
manufacturers need to bring about a high-level and centralized industrial transformation. The
company is improving its positive quality as well as quantity and continues to introduce new
products in various market fields. The overall industry is still growing; therefore, the
performance of growth is under expectation.
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3. Important policy of production and sale

(1) Cooperate with Luxshare Corp, conserve the costs and expand the benefits by effectively
using the corporation’s resources. Accurately control the stocks of the corporation and
future market demand to reduce the stock management costs and risks.

(2) Enhance the division of labor among various organizations within the corporation and
continue to improve the production process to effectively control costs and reinforce the
operation of the production and sales mechanism

(3) Continue to research and develop the new products with the support of automatic
production to expand high added-value production market and increase the
competitiveness and gross margin profit of the products.

3. The future development strategy of the company

For the recent two years, the company has continuously adjusted strategies and direction
and developed various new products. Besides, the company will take “niche products,”
“high-frequency & high-speed products,” and “automatic production” as the position of the
future products, from the low-end products to mid- and high-end products; so far, the work of
the effect has gradually been seen.

In the future, the overall strategy will be based on the four principles for thorough
development: "taking automatic production technique as the core of competition,” "the mutual
collocation of technique and integration of product benefits,” “consolidating production
resources to improve efficiency and reduce costs,” and “integrating corporation resources to
expand the market,” making Taiwan become the base of technique development, business, and
automatic production; also, integrate the overseas’ production base with local resources, jointly
expand the local market and the essential customer group to extend the economic scale and
increase the competitiveness and profitability.

4. The impact of external competitive environment, legal environment, and overall operating
environment

1. Interms of the external competitive environment:
In response to the competition from peers for price-cutting and the squeezed profit margins,
the company has developed into high-end connectors and new transmission interfaces for
cloud computing applications, along with development and expansion of the related product
market of precision connection components to enhance the competition threshold of products,
the company disperse the irrational competition environment of the IT industry, and reduces
the operational risks of the company.

2. Interms of the legal environment:
There has not been any significant matters of impact on financial or business due to domestic
and foreign policies or laws in recent years.

3. Interms of overall operating environment:
Although the market of Mainland China is large, its competitiveness is comparably intense.
As a result, it can receive greater benefits from the alteration by uniting the local resources of
Speed Tech Corp, concentrating on the sale of industry, and adjusting operating strategies
timely.

In the past two years, the company has established its product positioning and operation strategy
by continuously adjusting its physical constitution, accelerating the loss of its overseas subsidiaries,
and focusing on the development of its connectors. Based on the strategy, a number of new products
have been developed one after another, and the effectiveness has been seen preliminarily.
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Prospecting 2019, the staff of the company will continue to work hard with great efforts. As
various products have become gradually massively produced and the management performance has
become effective, it is expected that the profits can be significantly improved. It is also expected that
the company will achieve even better results, allowing the shareholders to share the business results.

We hope that all shareholders will continue to support and encourage us, and wish you good
health and good luck.

Speed Tech Corp.
Chairman of the Board of Director Tsai, Chen-Lung
Managerial Officer Tsai, Chen-Lung

Accounting Manager Chuang, Yueh-Tung



2. Profile of the Company

1. Established Date: October 16, 1990
2. The History of the Company

1990 @

1993 @

1994 @

1995

1996

1997 @

1998

199 @

Speed Tech Corp was officially established with the capital amount of NT$ 6
million. The main operating items were the computing, electronic, communicative
connector and the design development, manufacture, and sale of the socket.
Successfully developed a 2.00mm board to board connector that provided for the
connection usage of the notebook and the motherboard as well as daughter board of
palm.
Successfully developed an IC (SOJ SOCKET) of D-Ram and S-Ram that offered
to worldwide well-known manufacturers such as Intel, IBM, and Packard Bell.
Completed the entirely automatic production of SMT SOK SOCKET in July, which
had become the first manufacturer of automatic producing SMT and SOJ SOCKET
domestically.
The capital amount increased to NT$ 50 million.
Passed the international quality certification of RWTUV 1SO 9002.
Re-invested in Reel Mask Industry Co., Ltd. to improve plating quality and lower
its costs and strengthen the market competitiveness of the products.
Successfully developed the board to board connector specific to the notebook
successively and favorably massively produced it. Its customers included various
domestic well-known manufacturers of notebook such as Arima, Quanta, Clevo,
and Mitac, ..., etc.
Self-established a reliable laboratory of product, which was the only Taiwanese
connector manufacturer that owned verified equipment.
Established an U.S. subsidiary in Fremont, California, to expand the market in the
United States.
Signed a distribution right with ELEDIS EUROPE, agreed the corporation to
distribution the products of the company in Europe, which made the company
obtain the marketing network of the whole Europe.

Researched and developed special connector technique of a high-frequency
network.
Passed the product certification of U.S. UL.
The capital amount increased to NT$ 250 million and public issued.
Established the marketing department, continuously paying attention to and control
the market trend to construct products/market strategy.
Expanded the stamping factory and molding & tooling factory at No0.486, Sec.1,
Wanshou Rd., Guishan Dist., Taoyuan City 333, Taiwan (R.O.C.) in December, and
achieved the completion of entire process vertical integration system.
The capital amount increased to NT$320 million.
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2000

2001

2002

2003

Passed the international quality certification of RWTUV ISO 9001.

Passed the national 2nd degree of NML, which was the only Taiwanese connector
manufacturer that obtained the verified equipment.

According to the “The fastest growing mittlestand company” investigation of
Common Wealth Magazine in 1999, it was awarded twenty-third place of the
corporation with the growth potential.

The capital amount increased to NT$ 394,710,850.

The application of listing was approved by the Securities and Futures Commission
of Ministry of Finance and was officially listed on September 29.

Established Beijing Speed Tech Components Corp in Beijing, China, committed to
the operation of mobile communication components manufacture and production to
expand the product market.

Officially signed Land purchase and sale contract with Nan Fan Industry in October,
the contract worthen NT$ 900 million.

The capital amount increased to NT$46,246,748.

Moved the company location to Nankan in April.

The directors and supervisors merged Pushen Venture Capital Co., Ltd. and
shareholder WK Technology Fund, the surviving company was WK Technology
Fund; accordingly, the WK Technology Fund was the director and supervisor of the
company.

Passed the international environmental quality certification of RWTUV 1SO 14001
in October.

The resolution of board of directors adopted the merger of in March.

Awarded the 888" place of “Top 1000 manufacture industry” of the Business
Weekly Magazine, No.754 in 2001.

Issued “the first domestic unsecured convertible corporate bonds” in September
with the total amount of NT$ 690 million.

Because the convertible corporate bond transfer to common stock in December, the
capital amount increased to NT$ 630,183,860.

February 1 was the merger base date of the company and Xinghaosheng Precision
Industry Co., Ltd., the capital amount increased to NT$645,183,860.

Because the convertible corporate bond transfer to common stock in March, the
capital amount increased to NT$ 661,350,070.

Awarded the “Award of Golden Torch Award Selection of R.O.C.” enterprise
group by OEMA (Outstanding Enterprise Manager Association.)

Awarded the 647th place of “Top 1000 manufacture industry” of the Common
Wealth Magazine No. 647 in 2002.

December 15 was the merger base date of the company and TOYOSHIMA
CORPORATION, the capital amount increased to NT$ 1,278,912,180.



2004

2005

2006

2007

2008

2009

To strengthen the corporate governance, initially brought in two seats of
independent director and one seat of independent supervisor after the re-election of
the directors and supervisors in June.

Signed the syndicated credit contract with CTBC Bank and other six bands in
December to enrich working capital.

The resolution of the board of directors adopted the re-investment in Jiaguo
Industry Co., Ltd. due to the coordination of capacity utilization in March.

The resolution of the board of directors adopted the changing name of Speed Tech
Corp. in June.

Processed the privately placed special shares on July 15, the capital amount
increased to NT$ 1,478,912,180.

Canceled the syndicated credit contract with CTBC bank and other six banks,
changed the amount of syndicated credit balance of CTBC bank to NT$ 700 million
in August.

The shareholders’ meeting adopted the processing of capitalization of retained
earnings of NT$ 45,003,360 in June. The capital amount increased to
NT$1,553,749,950.

Established TUNER in September to increase the products diversity of the
company.

The first domestic unsecured convertible bonds (Speed Tech 1) performed the bond
reclaim right to terminate the listing in November.

The resolution of the board of directors adopted the capital increase by cash of NT$
399,980 thousand in December.

Passed the HSPM of IECQ QC080000 in December.

Processed the capital increase by cash of NT$ 399,980 thousand in January.

The resolution of the board of directors re-invested in Wellstech Optical CO., LTD.
in October.

The resolution of the board of directors adopted the participation in re-investment in
the Capital increase by cash of Wellstech Optical CO., LTD. in December.
Established the Department of Energy Application Industry in August to increase
the product diversity of the company.

The Suzhou Plant had passed the HSPM of IECQ QC 080000 in August.

The privately placed capital increase NT$ 400 million in October, the capital
amount increased to NT$ 2,189,875,920, the privately placed specific person was
Win Semiconductors Corp.

The Speed Tech Corp in Dongguan had passed the quality management system
reformation certification of the 2008 version of CQC 1SO9001 in June.

The resolution of the board of directors adopted the establishment of Wendell Corp
in August to operate in the distribution, marketing, and purchase and sale of
electronic products.



2010
2011

2012

2013

2014

The privately placed capital increase NT$300 million in September, the capital
amount increased to NT$ 2,399,875,920.
The Speed Tech Corp had passed the quality management system reformation
certification of 2008 version of TUV NORD 1S0O9001 in October.
The Qingxi Plant in Dongguan had passed the quality management system
reformation certification of the 2008 version of TUV NORD ISO9001 in October.
The Suzhou Plant had passed the quality management system reformation
certification of the 2008 version of TUV NORD ISO9001 in October.
The Speed Tech Corp in Dongguan had passed the occupational safety and health
management system certification of the 2007 version of TUV NORD OHSAS18001
in October.
The Speed Tech Corp in Kunshan had passed the HSPM of SGS IECQ QC080000
in December.
The Speed Tech Corp had acquired the performance recognition of “Occupational
safety and health management system” of the Labor Committee of the Executive
Yuan in December.
The board of directors resolved to participate in the investment in the capital
increase of Speedtech Energy Co., Ltd. in December.
The Changan Plant obtained the certificate of SONY Green partner in September.
Imported the green product management system of GPM in June.
The Qingxi Plant passed the environmental management system certification of
2004 version of TUV NORD 1S014001 in October.
The green product management system of GPM was officially online in November.
Wendell Corp completed the procedure for dissolution and liquidation in April.
The capital reduction amount was NT$ 967,876 thousand in August, the amount
after capital reduction was NT$ 1,368,000 thousand.
The headquarters in Taiwan and the Suzhou Plant successfully researched and
developed the components for the usage of medical equipment, and was officially
involved in the medical equipment component field.
The privately placed capital increase NT$337,280 thousand in March, the capital
amount increased to NT$ 1,678,000 thousand.
Convened the first special shareholders’ meeting on November 29 to by-elected two
seats of the director.
Disposed of 100% of the re-invested company Toyoshima (HK) in December.
Disposed of 100$ of the re-invested second-tier subsidiary Toyoshima (Suzhou)
Electronic Industry in March.
The board of directors resolved to establish Speedtech (LS-ICT) Co., Ltd. in August
to operate the distribution, marketing, and purchase and sale of connectors.



2015

The board of directors resolved to re-invested in the capital increase of Chinese
subsidiary Leader Precision Industry Co., Ltd. in Dongguan through
SPEEDTECH(HK) CO., LIMITTED in November.

2016 e Controlled the Speed tech Corp in Dongguan from January and combined to the
Consolidated financial report.
2017 e The board of directors resolved to directly engage in a joint venture of a new

subsidiary with Luxshare Precision Industry Co., LTD. in Kunshan in mainland

China through SPEEDTECH(HK)CO., LIMITED in July.

Completed the quality management system of ISO 9001 / the environment
management system of 1ISO14001 in October; the reformation in 2015 had obtained
the certificate.

The board of directors resolved to dispose of 100% of the re-investment In P.T.
TOYOSHIMA CORP in Indonesia in November.

2019 e The board of directors resolved to re-invest in the capital increase of the Chinese
subsidiary ~ Luxshare  Precision  Accessory  (Kunshan)  Ltd.  through
SPEEDTECH(HK)., LIMITED in March.

The board of directors resolved to makeup the public issuance of private common
stock.

e The board of directors resolved to invest in Castle Rock Inc. in March.

e The board of directors resolved to invest in Caldigit Holding (Cayman) in November.

e [ssued the capital increase in the restricted employee equity new stocks in November.

2020 e The board of directors resolved to invest in Cyber Acoustics (USA).
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3. The Report of the Corporate Governance
1. Organizational System

(1) Organization structure

The Shareholder’s
Meeting

Chairman of the
Board of Directors

The Audit
Office
General Manager
Office
Connector
Business group Interface
Product
Business
Group
Administrative Marketing Product Taiwan Donggaun Kunshan
Unit Unit Development Plant Lide Factory Component Malaysia
Unit Plant ol
ant
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(2) The duties of every main department

Name of Department Duties

The Audit Office Responsible for internal control system verification, examination, and audit.

1. General manager office: Propose the company’s operating guideline and improve the
operating management performance.

2. Information office: Responsible for the maintenance of the soft and hard ware, the
internet management, the system construction of the overseas’ plants, and the
integration of information of the company.

The General Manager

Office 3. Intellectual property office: The application for every patent and the worldwide patent
information collection.
4. Quality system department: Promote the company’s quality policy and implement to
daily operations and the construction and maintenance of quality system.
Interface Product Responsible for the research and development, production, marketing and business of button
Business Group products.

Responsible for the manufacture of connector products.

Connector product automation machine design and assembly.

The production and manufacture of machine components.

The testing and examination of connector products.

The quality control and management and the handling of customer complaint of
connector products.

Connector Business
Group

o~ wDd P

Product Development .
Responsible for the development and management of connectors and relevant components.

Unit
The expansion of the market.
Business handling of external product quotations, correspondence and customer
reception.

Marketing Unit 3. The acceptance, amendment, and the receipt of orders.

4. Assists every department to ensure the delivery date. If it fails to deliver on time, it shall
discuss with the customers.
5. The arrangement of customer data and after-sale services of the customer.

1. Financial Department: Responsible for the fund scheduling, foreign exchange
management, stock affairs, overseas’ plants accounting processing, and budget planning
and control.

2. Accounting: Examines every original warrant, control the corporate accounting, tax

Administrative reporting, and budget planning and control.

3. Human Resources unit: Responsible for the planning of human resources, promotion
and implementation of welfare.

4. Environmental Safety Administration Unit: Responsible for the relevant works of the
environmental protection, fire control, labor safety and health maintenance, and
administrative general affairs of the company.

Management Unit
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2. Profile of the Directors, Supervisors, General Manager, Vice President, Assistant Manager, Manager of every Department and Branches

(1) The Profile of the Directors and Supervisors

1. The Profile of the Directors and Supervisors

April 13, 2020

Shareholding of the

Other Supervisors,

Shareholding when spouse and minor Shareholding in Current | Directors or Supervisors
Natiraliy o 9 Current Shareholding | SPOUSE aing Main  |Adjunctive| with Relationship of
Initially Elected children Others’ Name . . L
. or Elected Term Experience | Job in the Spouse or within
Titles ) Name Gender ) Elected - .
Registered (Served) Date | buration Date (Educational | Company | Two-Degree Relatives
Place Number of Shareho-lding Number of Sharehc.)Iding Number of Sharehc.JIding Number of Shareht?lding Background) orOthgr . . .
Ratio Ratio Ratio Ratio Companies| Title [Name|Relationship
Shares Shares Shares Shares
(%) (%) (%) (%)
. Hong Kong Lian
Chairman | HONG |- "eiecironics | —  |dune 26, 2010| T1"¢€ | March 8, 1,4 400,000 1371 (51,989,551 |  30.98 0 0 0 o - N -
of the Kong Co.. Ltd years 2013
Board of : -
. Representative : Three | May 6,
Directors | R.O.C. Tsai,Chen-Lung Male |June 26, 2019 years 2017 0 0 100,000 0.06 0 0 0 0 Notes 2 Notes2 |None|None None
Hong Kong Lian
HONG |10 Electronics | —  |dune 26, 2019| 768 [ MACN 8, 153 000,000 13.71 | 51,989,551 30.98 0 0 0 0 - - - | - -
. Kong years 2013
Director Co., Ltd
Representative : Three | March 8,
R.O.C. Yeh.Yi-Ling Female|June 26, 2019 years 2013 0 0 0 0 10,947 0.01 0 0| Notes2 Notes2 |None|None None
Hong Kong Lian
HONG |20 Electronics | —  |dune 26, 2019| 768 [ MACN 8, 153 000,000 13.71 | 51,989,551 30.98 0 0 0 0 - - - | - -
Kong years 2013
Co., Ltd
Representative :
Director Chang, Chi-
rRO.C. [N Male |June 26, 2019| 1ee | June 15, 0 0 0 0 0 0 0 0| Notes2 | Notes2 [None|None| None
(New on ' years 2012
September 9,
2019)
Hong Kong Lian
HONG |10 Electronics | —  |dune 26, 2019] 1768 [ M8, 155 000,000 13.71 | 51,989,551 30.98 0 0 0 0 - - - | - -
Kong years 2013
Co., Ltd
. Representative :
— Chen,Ho-Chang Three | October
R.O.C. |(Resigned on Male [June 26, 2019 years | 29, 2012 23,913 0.01 5,913 0.01 0 0 0 0 — — — — —
September 6, '
2019)
Hong Kong Lian
HONG | 1) Electronics | —  |June 26, 2019| 17 | March 8, 155 550,000 13.71 | 51,989,551 30.98 0 0 0 0 ~ ~ - - -
Kong years 2013
Director Co., Ltd
Representative: Three | June 26, Notes2 | Notes2
R.O.C. Huang, Chao-Jen Male [June 26, 2019 years 2019 0 0 0 0 0 0 0 0 None| None None
Notes 2 Notes 2
Director | R.0.C. |Fan,Kuo-Chi Male |June 26, 2019 ;gff Juzrg*l?' 0 0 0 0 0 0 0 0 None|None|  None
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Notes 2 Notes 2
Independent| o 5 & | chan, He-Bo Male |June 26, 2019| "€ | June 26, 0 0 0 o| 7000 0004 0 0 None|None|  None
Director years 2019
Independent Chung, Three | June 26, Notes2 | Notes2
Director R.O.C. Ding-Chun Male |June 26, 2019 years 2019 10,000 0.01 5,000 0.003 0 0 0 0 None| None None
ASUS Three | June 21
R.O.C. |INVESTMENT i |oune 26, 2019 | ZE | P | 8,000,000 477 8,000,000 477 0 0 0 0 - - - - -
Supervisor ;O” g i Th June 21 Notes 2 Notes 2
epresentatlve : ree une y
R.O.C. Lin.Chiu-Tan Male |June 26, 2019 years 2013 0 0 0 0 0 0 0 0 None | None None
Notes 2 Notes 2
Supervisor | R.0.C. |Hsu,Chia-Te Male |June 26, 2019| €€ | June 21, 0 0 0 0 0 0| 225000 0.13 None|None|  None
years 2013
Notes 2 Notes 2
Supervisor | R.O.C. |Tsai, Chia-Wei | Male |June 26, 2019 ;:;ff Juz'gléﬁ' 0 0 0 0 0 0 0 0 None|None|  None

Notes 2: If the chairman, the general manager or equivalent (the top managerial officer) of the company are the same people, spouse of each other, or first-degree relatives, the reasons, rationality, necessity,
and corresponding measures shall be provided: The chairman holds a concurrent position of general manager of the company is to enhance the efficiency of operation management. An audit committee will be
established in accordance with the regulations in the future; besides, more than half of the directors of the Company's board of directors do not hold the concurrent position of employees and managers, which
has achieved the purpose of supervision.

Titl N Main Experience Current Adjunctive Job in the C Other Compani
itle ame (Educational Background) urrent Adjunctive Job in the Company or Other Companie
_ __ |Department of Information Systems, Western | cpjef strateqy Officer of Taiwan Luxshare-Ict Co., Ltd., STECH INTERNATIONAL CO.,LTD. Director ~
. Hong Kong Lian Tao Electronics |United States International University. A . -
Chairman of Co. Lid Master of Electronic Computer Engineering Space Speed Techology Ltd. Director, Chairman of the Board of Directors of Speedtech (LS-ICT) Co.,Ltd.,
the _Board of Rebresentative' Arizona State University. ' Legal representative of Luxshare-ICT, Inc, Legal representative of Leader Precision Industry Co., Ltd. in
Directors Teai Chen-Luné Vice President of Marketing of Luxshare-ICT Dongguan, Director of Luxshare Precision Accessory (Kunshan) Ltd, Chairman of TOYOSHIMA CORP. (M)
' Co., Ltd SDN.BHD.
Hong Kong Lian Tao Electronics Bﬁ?\%:gf;t of Accounting, Soochow
Director (F:Qg'blr_etgentative' Senior Auditor, Audit Department, PwC D|r_ector of Talwan_ Luxsharg-lct Co,, Lu.
e : Chief Financial Officer of Luxshare-ICT Co., Chief Strategy Officer of Taiwan Luxshare-Ict Co., Ltd.
Yeh,Yi-Ling Ltd
Master, Institute of Mechanical Engineering,
Hong Kong Lian Tao Electronics |National Central University
Director Co., Ltd Manager of American Amphenol (East Asia) . .
Representative: Co., Ltd. Director of Marketing & Sales Department of the Company
Chang, Chi-Jen Director, Netcom Business Department,
' Hongkong Singatron Enterprise Co., Ltd.
Hong Kong Lian Tao Electronics
. Co., Ltd Master of Law of Northwestern University .
Director Representative: General Conusel of Elite Computer Co., Ltd. General Conusel of Taiwan Luxshare-Ict Co., Ltd.
Huang, Chao-Jen
Director  |Fan,Kuo-Chi Grand Canyon University MBA Marketing & Sales director of Luxshare Precision Industry Co., LTD.
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Independent

Master of Chinese Culture University in
Department of Business Administration

Director Chan, He-Bo Assistant manager of Liteon Technology Chairman of Kwong Lung Corporation
Corporation
Master of National Taiwan University in
Independent International Business Director of Hec Corporation, Legal representative of Director of Lfe Corporation, Supervisor of Optima

Chung, Ding-Chun

Director Director and General Manager of AnChiao Corporation, Director of Transwell Biotech Corporation
Assets Management Corporation
ASUS INVESTMENT CO., LTD. |Master of Business Research Institute, Tunghai [Deputy Chief Operating Officer and Deputy General Manager of Pegatron, Chairman of the board of directors
Supervisor |Representative: University. of Starlink Electronics Corp, Supervisor of Powtek (Shanghai) Co., Ltd., Supervisor of Digitek (Chongging)
Lin,Chiu-Tan ASUS Computer Deputy Investment Manager. || td, Chairman of PEGATRON TECHNOLOGY SERVICE INC., Director of PEGATRON Czech s.r.0
Graduate Diploma in Strategic Management,
Harvard University, USA General manager of Well-Spring Enterprise Corporation, Director of JUIC INTERNATIONAL
Supervisor |Hsu,Chia-Te Master of International Trade Management, CORPORATION , Member of remuneration committee of KWONG LUNG ENTERPRISE CO., LTD. ,
Boston University, USA. Director of Heli Investment Co., Ltd..
MIS Master of Concordia University Wisconsin
Supervisor |Tsai, Chia-Wei Sale Manager of International Super Micro Vice President of Marketing and Sale of Taiwan Luxshare-Ict Co., Ltd.

Technology Co., Ltd
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2. Major shareholder of juridical person shareholder

April 13, 2020

Name of

juridical person shareholder

Major Shareholder of juridical person shareholder

Co., Ltd

Hong Kong Lian Tao Electronics

Luxshare Precision Industry Co., LTD. (100% )

ASUS INVESTMENT CO., LTD. | Pegatron Corporation (100% )

3.Major shareholder of the juridical person shareholder is his/her major shareholder
April 13, 2020

Name of juridical person

Major shareholder of juridical person

Shareholding

Ratio (%)
Luxshare-Ict Co., Ltd. 42.93%
HKex Group 4.46%
Bank of China Co., Ltd.-Huaxia China Securities 5G 1.52%
Communication Theme Trading Open Exchange Tradded
Funds
Central Huijin Assets Investment Ltd. 1.38%
China Securities Finance Corporation Limited 1.91%
E-Funds - Agricultural Bank of China — E-Funds CSI
Financial Asset Management Plan 0.55%
Luxshare Precision Industry Co., | china Asset Management - Agricultural Bank - Securities
LTD. & Financial Asset Management Plan of China Asset
Management
Lombarda China Fund Management - Agricultural Bank - 0.55%
Securities & Financial Asset Management Plan of
Lombarda China Fund Management
Yinhua Fund - Agricultural Bank - Securities & Financial 0.55%
Asset Management Plan of Yinhua Fund
Dacheng Fund Management - Agricultural Bank - 0.52%
Securities & Financial Asset Management Plan of
Dacheng Fund Management
ASUS Computer Corporation 17.18%
T.H.Tung 3.61%
International Investors International Value Equity Trust T.H.Tung
Jonney Shih 2.57%
Singapore Government Investment Custody By CITI Bank 2 330
Xu, SthChang . . 2 16%
Pegatron Corporation International Investors Internatl.onal Value Equity Group 157%
Morgan Stanley & Co. International Plc
Cathay Life Insurance Co., Ltd. 1.54%
Bank of Taiwan is entrusted to keep the Silchester
International Investors International Value Equity Taxable 1.45%
Trust
NAN SHAN LIFE INSURANCE CO., LTD 1.43%
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4. The professional knowledge and independence of the directors and supervisors

April 13, 2020

Whether he/she has more than five years of working
experience and the following professional

qualifications

Correspond with the independence (Notes 1)

The lecturer of Judges, Work
public and private |prosecutors, experience
colleges and lawyers, required for
universities accountants or  |business, legal,
. required by the other .natl.onal flnance,. The number of independent director also serves
Conditions relevant examinations accounting or . .
departments of required for corporate 11213lalslel7!8!l9l10/11]12 as other public issued companies
Name business, legal, business with the |business
finance, company, and
accounting, or specialized
corporate business. |professional and
technical
personnel with
certificates
Tsai,Chen-Lung v vV I|Iv|v Vi iviI v |V 0
Yeh,Yi-Ling v v | v v Vi ivI iv|Y 0
Chang, Chi-Jen v VI ivi v | v v Vi ivI|v|v 0
Huang, Chao-Jen v VI ivi v | v v Vi ivI|v|v 0
Fan,Kuo-Chi v v I|Iiv|v v Vi ivI|v|v 0
Chan, He-Bo v ViV ivIivVvIiVIVIVI|IVIVIVIVI|VY 0
Chung, Ding-Chun v VI IVIVIVIVIVIVIVIVI|IVIV IV 1
Liu,Chung-Shin v vVIivI v |V AR AR ARARA R4 0
Hsu,Chia-Te v ViV ivIivIivVIVIVI|IVIVIVIVI|VY 0
Tsai, Chia-Wei v VI ivI v |V v viIivI|IvI|v
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Notes 1: If each director and supervisor shall meet the following conditions during the two years prior to the election and during the term of office. Please tick “v" in the space
below each condition code.

(LD
(2)

(3)

(4)

(5)

(6)

(1)

(8)

(9)

(10)
(11)
(12)

Not a employee of a company or its affiliated companies.

Directors and supervisors of non-corporate affiliated companies (except for independent directors established by the company or its parent company or subsidiaries in
accordance with the Securities and Exchange Act or local provisions.)

A natural person shareholder who is not the person him/herself and his/her spouse, minor children, or in the name of another person who holds more than one percent of
the total issued shares of the company or the top ten shareholdings.

Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of a managerial officer listed in (1) or any of the persons
listed in (2) and (3).

Not a director, supervisor, or employee of a corporate shareholder that directly holds five percent or more of the total number of issued shares of the company, or that
ranks among the top five in shareholdings, or that designates its representative to serve as a director or supervisor of the company under Article 27, paragraph 1 or 2 of
the Company Act. However, the same does not apply to the independent directors appointed in accordance with the Securities and Exchange Act or the laws and
regulations of the local country by, and concurrently serving as such at, a public company and its parent or subsidiary or a subsidiary of the same parent.

Not a majority of the company's director seats or voting shares and those of any other company are controlled by the same person: a director, supervisor, or employee of
that other company. (However, the same does not apply to the independent directors appointed in accordance with the Securities and Exchange Act or the laws and
regulations of the local country by, and concurrently serving as such at, a public company and its parent or subsidiary or a subsidiary of the same parent. )

Not the chairperson, general manager, or person holding an equivalent position of the company and a person in any of those positions at another company or institution
are the same person or are spouses: a director (or governor), supervisor, or employee of that other company or institution. (However, the same does not apply to the
independent directors appointed in accordance with the Securities and Exchange Act or the laws and regulations of the local country by, and concurrently serving as
such at, a public company and its parent or subsidiary or a subsidiary of the same parent. )

The director, supervisor, manager, or shareholder holding more than 5% of a particular company or institution that does not have financial or business interaction with
the company. (However, the same does not apply to the holding of 20 percent or more and no more than 50 percent of the total number of issued shares of the public
company, and the independent directors appointed in accordance with the Securities and Exchange Act or the laws and regulations of the local country by, and
concurrently serving as such at, a public company and its parent or subsidiary or a subsidiary of the same parent. )

Not a professional individual who, or an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company, or institution that, provides
auditing services to the company or any affiliate of the company, or that provides commercial, legal, financial, accounting or related services to the company or any
affiliate of the company for which the provider in the past 2 years has received cumulative compensation exceeding NT$500,000, or a spouse thereof; provided, this
restriction does not apply to a member of the remuneration committee, public tender offer review committee, or special committee for merger/consolidation and
acquisition, who exercises powers pursuant to the Act or to the Business Mergers and Acquisitions Act or related laws or regulations.

Not having the relationship of spouse or the relatives within second-degree relatives with other directors.
Not having the one of the circumstances of Article 30 of the Company Acts.
Not having the elected representative of the government or the juridical person in accordance with Article 27 of the Company Acts.
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(2) The Profile of the General Manager, Vice President, Assistant Manager, and the Managerial Officers of every department and branches institute
April 13, 2020

Manager that has the Note

Title

Nationality

Name

Gende

Elected
(Served) Date

Shareholding

Shareholding of the
spouse and minor
children

Shareholding in Others’
Name

Number .
Ratio

of Shares (%)

Shareholding

Number .
g Ratio

of Shares (%)

Shareholdin

Number of

Shares

Shareholdin
g Ratio
(%)

Main Experience
(Educational
Background)

Current
Adjunctive
Job in the
Company or
Other

Companie

relationship of spouse or the

relatives within
second-degree

Title

Relationshi

p

Name

(Note 3)

Genearl
manager

R.O.C.

Tsai,Chen-Lung

Male

June 26,
2019

100,000

0.06

o

Master of
Electronic
Computer
Engineering,
Arizona State
University.Master
of Electronic
Computer
Engineering,
Arizona State
University.

Vice president of
Luxshare-ICT
Co., Ltd

Notes 1

None

None None

(Note 3)

Accountin
g manager

R.O.C.

Chuang,Yueh-Tun
g

Male

July 10,
2012

o

Bachelor of
Accountancy,
National
Chengchi

Notes 2

None

None None

None

University.

Notes 1: Chief Strategy Officer of Taiwan Luxshare-Ict Co., Ltd., STECH INTERNATIONAL CO.,LTD. Director ~ Space Speed Techology Ltd. Director, Chairman of the Board of Directors of
Speedtech (LS-ICT ) Co.,Ltd., Legal representative of Luxshare-ICT, Inc, Legal representative of Leader Precision Industry Co., Ltd. in Dongguan, Director of Luxshare Precision Accessory
(Kunshan) Ltd, Chairman of TOYOSHIMA CORP. (M) SDN.BHD.

Notes 2: The director of TOYOSHIMA CORP. (M) SDN.BHD., the director of Dong Guan Speed Tech Electronics Co., Ltd., the supervisor of Shen Zhen Speed Tech Electronics Co., Ltd., the
director of Dongguan Leader Precision Industry Co., Ltd., the director of Reel Mask Industry Co., Ltd.

Notes 3: If the chairman, the general manager or equivalent (the top managerial officer) of the company are the same people, spouse of each other, or first-degree relatives, the reasons of explanation,
rationality, necessity, and corresponding measures shall be provided: The chairman holds a concurrent position of general manager of the company is to enhance the efficiency of operation
management. An audit committee will be established in accordance with the regulations in the future; besides, more than half of the directors of the Company's board of directors do not hold
the concurrent position of employees and managers, which has achieved the purpose of supervision.
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(3) The remuneration of directors, supervisors, general managers, and vice president for the most recent year
1.Remuneration of Director (Including Independent Director)
2019 Unit: NT$ thousand

. . The ratio . . The ratio
Remuneration of Director of the total Relevant Remuneration of the Part-Time Employee of the total
amount of amount of
section A, section A, VZ:]te;h
B, C, and B,C,D,E, receive
Remuneration Director Business D Salary, bonus, and Retirement F,and G the
A) Retirement | compensation | execution | accounted | special allowance, etc. ension Employee Compensation(G) accounted remune
(Notwe2) | SO0 | (©) fee (D) for (E) P p (Notes 6) for |fRL
(Notes 3) | (Notes4) | after-tax (Notes 5) after-tax of
net profit net profit resinve
(%) (%) stment
Title Name (Notes 10) (Notes 10)
from
All All All All All All All company in the All the
com com com com com com | The company financial report (Notes 7) COM 1 1bsidi
pany pany pany pany pany pany pany ary
in in in in in All company in in compa
The | the | The | the | The | the | The | the | The | the The in the The |[the The | the nyp
compa | fina | compa | fina | com | fina | com | fina | com | fina compan financial | com [fina Cash | share com | fina
ny |ncial| ny |ncial {pany|ncial|pany |ncial |pany|ncial pany report (Notes |pany |ncial Amoun | Amoun Cash Share pany | ncial (Notes
repo repo repo repo repo 7) repo |, t Amount | Amount rePol 11y
rt rt rt rt r rt rt
(Not (Not (Not (Not (Not (Not (Not
es7) es7) es7) es7) es7) es7) es7)
Chairman of the |Representative of Hong Kong Lian Tao
Board of Directors |Electronics Co., Ltd, Tsai,Chen-Lung
Director Representative of Hong Kong Lian Tao
Electronics Co., Ltd,Yeh,Yi-Ling
. Representative of Hong Kong Lian Tao
Director . .
Electronics Co., Ltd, Chang, Chi-Jen 01l 01 08l 08
. Representative of Hong Kong Lian Tao 0 O 0| 0] 0| 0]350/350 5| 2,718 2,718/116|116 0 0 0 ol ™ ) 0
Director ) 0 O 77
Electronics Co., Ltd, Huang, Chao-Jen
Director Fan,Kuo-Chi
Independent .
Director Liu,Tsung-Heng
Independent . .
Director Liu,Chung-Shin

*Except as disclosed in the above table, the remuneration paid for the directors of the company for providing services for all companies in the financial report  for the recent year (such as non-employeed consultants): None.
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Remuneration Grading Table

The grading of the remuneration paid for every
director of the company

Name of Director

The total amount of remuneration of the top four items
(A+B+C+D)

The total amount of remuneration of the top seven items
(A+B+C+D+E+F+G)

The company (Notes 8)

All companies in the financial
report
(Notes 9)

The company (Notes 8)

All companies in the financial
report (Notes9)

Less than NT$ 2,000,000

Representative of Hong Kong Lian
Tao Electronics Co., Ltd,Yeh,Yi-Ling,
Liu,Tsung-Heng, Liu,Chung-Shin,
Fan,Kuo-Chi.

Representative of Hong Kong Lian
Tao Electronics Co.,Ltd,Yeh,Yi-Ling,
Liu,Tsung-Heng, Liu,Chung-Shin,
Fan,Kuo-Chi.

Hong Kong Lian Tao Electronics
Co.,Ltd Representative:
Tsai,Chen-Lung,Representative:
Yeh,Yi-Ling, Representative:
Chen,Ho-Chang, Liu,Tsung-Heng,
Liu,Chung-Shin, Fan,Kuo-Chi.

Hong Kong Lian Tao Electronics
Co.,Ltd Representative:
Tsai,Chen-Lung,Representative:
Yeh,Yi-Ling, Representative:
Chen,Ho-Chang, Liu,Tsung-Heng,
Liu,Chung-Shin, Fan,Kuo-Chi.

NT$ 2,000,000 (inclusive) to

Representative of Hong Kong Lian

Representative of Hong Kong Lian

. None None . ) . .

NT$ 5,000,000 (excluswe) Tao Electronics Co.,Ltd, Chen,Li-Sen. |Tao Electronics Co.,Ltd, Chen,Li-Sen.
NT$ 5,000,000 (inclusive) to
NT$ 10,000,000 (exclusive) None None None None
NT$ 10,000,000 (inclusive) to
NT$ 15,000,000 (exclusive) None None None None
NT$ 15,000,000 (inclusive) to
NT$ 30,000,000 (exclusive) None None None None
NT$ 30,000,000 (inclusive) to
NT$ 50,000,000 (exclusive) None None None None
NT$ 50,000,000 (inclusive) to
NT$ 100,000,000 (exclusive) None None None None
More than NT$ 100,000,000 None None None None

Total Four people Four people Seven people Seven people

Notes 1: The names of the directors shall be separately listed (the juridical person shareholder shall list the names of the juridical person shareholders and the representative separately,) and disclose
the amount of each payment in a consolidated way.
Notes 2: Refers to the remuneration of directors for the most recent year (including directors' remuneration, duty bonus, resign compensation, various bonuses, bonuses, etc.)
Notes 3: Refers to the amount of directors' remuneration distributed by the board of directors for the most recent year.
Notes 4: Refers to the relevant business execution expenditures of the directors for the most recent year (including traffic allowance, special allowance, various allowances, accomodation, vehicles
provision, and other physical supplies, etc.) In the case of the provision of housing, motor vehicles, and other means of transport or exclusive individuals expenditure, it shall disclose the
nature and cost of the provided assets, the actual or at a fair market price, rent, oil, and other payments. If there is equipped with a driver, please note the company's payment for the driver,

but not include in the remuneration.

Notes 5: Refers to the relevant business execution expenditures of the directors for the most recent year (including traffic allowance, special allowance, various allowances, accomodation, vehicles
provision, and other physical supplies, etc.) In the case of the provision of housing, motor vehicles, and other means of transport or exclusive individuals expenditure, it shall disclose the
nature and cost of the provided assets, the actual or at a fair market price, rent, oil, and other payments. If there is equipped with a driver, please note the company's payment for the driver,
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but not include in the remuneration. Besides, the salary expenditures recognized in accordance with IFRS 2 “Share-based payment,” including obtaining employee stock warrant, the new
restricted employee shares, new shares, and participating in capital increase by cash subscription, shall also be included in the remuneration.

Notes 6: Refers to the recent annual concurrent employees of director (including concurrently general manager, vice president, other managers, and employees) who obtain employee compensation
(including shares and cash,) and shall disclose the amount of compensation paid by the board of directors in the most recent year. If it fails to estimate, the proposed distribution amount for
this year shall be calculated based on the proportion of the actual distribution amount of last year, and the attached table shall be filled in.

Notes 7: Shall disclose the total amount of every compensation paid for the company’s directors by all companies (including the company) in the consolidated report.

Notes 8: The company shall disclose the name of directors in the belonging grade when paying the total amount of every compensation for every director.

Notes 9: The company shall disclose the name of directors in the belonging grade when paying the total amount of every compensation for every director by all companies (including the company)

in the consolidated report.

Notes 10: The after-tax net profit refers to the net profit after tax for the most recent year; if the IFRS has been adopted, the net profit after tax refers to the annual individual or individual financial

report for the most recent year.

Notes 11: a. This column shall clearly fill out the amount of the remuneration related to the re-investment business of the company other than the subsidiary received by the company’s directors.

b. If a director of a company receives a remuneration from an re-investment business other than a subsidiary, the director shall transfer the remuneration received by the director of the
company to the re-investment enterprise other than the subsidiary, and combined it into the H column of the remuneration grading table, and change the name of the column to " All
re-investment business."

¢. Remuneration refers to the compensation, remuneration (including remuneration of employees, directors, and supervisors) and business execution expenditures received by the
directors, supervisors, or managers of the directors of the company who re-invested in the company other than the subsidiary.

* The content of the remuneration disclosed in the table differs from the income concept of the Income Tax Act. Therefore, the purpose of the table is for information disclosure and instead of
taxable usage.

2.Remuneration of Supervisors

2019 Unit: NT$ thousand
The ratio of the total

Remuneration of Supervisors amount of A. B. and C Whether to
R : : : : accounted for the after-tax receive the
emuneration(A) Compensation (B) Business Execution Fee (C) net profit (%) remuneration
Title Name (Notes 2) (Notes 3) (Notes 4) (Notes 8) from the
. : : All companies company other
The All companies The All companies The All companies The in the financial than the
compan in the financial compan in the financial compan in the financial compan renort subsidiary
pany report (Notes 5) pany report (Notes 5) pany report (Notes 5) pany (N (?tes 5) (Notes 9)
ASUS
INVESTMENT CO.,

Supervisor | LTD.
Representative:

Lin,Chiu-Tan 0 0 0 0 30 30 0.01 0.01 0

Supervisor | Hsu,Chia-Te

Supervisor | Tsai, Chia-Wei
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Remuneration Grading Table

Name of Supervisor
The remuneration _grade of the payment for every The total amount of remuneration of top three items (A+B+C)
supervisor of the company
The company (Notes 6) All companies in the financial report (Notes 7)
Less than NT$ 2,000,000 ASUS INVE?:I’CI\QEwﬁr?,%,st'gﬁi.ar_glpgesentatlve: ASUS INVLEiﬁjl'cl\aEI_\I_I];IS%,SLIJTEEi.ar_grperesentatlve:
NT$ 2,000,000 (inclusive) to None None
NT$ 5,000,000 (exclusive)
NT$ 5,000,000 (inclusive) to None None
NT$ 10,000,000 (exclusive)
NT$ 10,000,000 (inclusive) to None None
NT$ 15,000,000 (exclusive)
NT$ 15,000,000 (inclusive) to None None
NT$ 30,000,000 (exclusive)
NT$ 30,000,000 (inclusive) to None None
NT$ 50,000,000 (exclusive)
NT$ 50,000,000 (inclusive) to None None
NT$ 100,000,000 (exclusive)
More than NT$ 100,000,000 None None
Total Three people Three people

Notes 1: The names of the supervisors shall be separately listed (the juridical person shareholder shall list the names of the juridical person shareholders and the representative separately,) and disclose
the amount of each payment in a consolidated way.

Notes 2: Refers to the remuneration of supervisors for the most recent year (including directors' remuneration, duty bonus, resign compensation, various bonuses, bonuses, etc.)

Notes 3: Refers to the amount of supervisors' remuneration distributed by the board of directors for the most recent year.

Notes 4: Refers to the relevant business execution expenditures of the supervisors for the most recent year (including traffic allowance, special allowance, various allowances, accomodation, vehicles
provision, and other physical supplies, etc.) In the case of the provision of housing, motor vehicles, and other means of transport or exclusive individuals expenditure, it shall disclose the
nature and cost of the provided assets, the actual or at a fair market price, rent, oil, and other payments. If there is equipped with a driver, please note the company's payment for the driver, but
not include in the remuneration.

Notes 5: Shall disclose the total amount of every compensation paid for the company’s supervisors by all companies (including the company) in the consolidated report.

Notes 6: The company shall disclose the name of supervisors in the belonging grade when paying the total amount of every compensation for every supervisor.

Notes 7: The company shall disclose the name of supervisors in the belonging grade when paying the total amount of every compensation for every supervisor by all companies (including the company)
in the consolidated report.

Notes 8: The after-tax net profit refers to the net profit after tax for the most recent year; if the IFRS has been adopted, the net profit after tax refers to the annual individual or individual financial report
for the most recent year.

Notes 9: a. This column shall clearly fill out the amount of the remuneration related to the re-investment business of the company other than the subsidiary received by the company’s supervisors.
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b. If a supervisor of a company receives a remuneration from an re-investment business other than a subsidiary, the supervisor shall transfer the remuneration received by the supervisor of the
company to the re-investment enterprise other than the subsidiary, and combined it into the H column of the remuneration grading table, and change the name of the column to " All

re-investment business."
¢. Remuneration refers to the compensation, remuneration (including remuneration of employees, directors, and supervisors) and business execution expenditures received by the directors,

supervisors, or managers of the supervisors of the company who re-invested in the company other than the subsidiary.
*The content of the remuneration disclosed in the table differs from the income concept of the Income Tax Act. Therefore, the purpose of the table is for information disclosure and instead of taxable

usage.

3.Remuneration of the General Manager and Vice President
2019 Unit: NT$ Thousand

] The ratio of the total
Bonus and Special
Remuneration (A) Retirement Allowance, etc. The Amount Of. Employee amDo unt of AdB; C,hand Whether to
(Notes 2) Compensation (B) ©) Compensation (D) accounted for the receive the
(Notes 4) after-tax net profit (%) :
(Notes 3) (Notes 8) remuneration
- from the
Title Name All All All All companies All -~ 1 company
companies companies companies | The company | the financial companies | other than
The in the The in the The in the report (Notes The in the the
company | financial |company| financial |company| financial : 5) company | financial S‘(llj\?gégs'ag
report report report Cash | Shares :as Shares report
(Notes 5) (Notes 5) (Notes 5) | Amount | Amount rrr:tou Amount (Notes 5)
General Tsai,Chen-Lung
Manager (Notes 1) 0 0 0 0 0 0 0 0 0 0 0 0 0

Notes 1: Tsai,Chen-Lung didn’t receive salaries.
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Remuneration Grading Table

. Name of the general manager and vice president
Remuneration grade of the payment for every general M- _ _
manager and vice president of the company The company (Notes 6) All Compa”"zls\l"][ th(;)fllr;anmal report
otes
Less than NT$2,000,000 None None
NT$ 2,000,000 (inclusive) to . .
NT$ 5,000,000 (exclusive) Chen,Li-Sen Chen,Li-Sen
NT$ 5,000,000 (inclusive) to N N
NT$ 10,000,000 (exclusive) one one
NT$ 10,000,000 (inclusive) to
NT$ 15,000,000 (exclusive) None None
NT$ 15,000,000 (inclusive) to N N
NT$ 30,000,000 (exclusive) one one
NT$ 30,000,000 (inclusive) to N N
NT$ 50,000,000 (exclusive) one one
NT$ 50,000,000 (inclusive) to N N
NT$ 100,000,000 (exclusive) one one
More than NT$ 100,000,000 None None
Total One person One person

Notes 1: The name of the general manager and vice president shall be separately listed (the juridical person shareholder shall list the names of the juridical person shareholders and the
representative separately,) and disclose the amount of each payment in a consolidated way.

Notes 2 : Refers to the remuneration of the general manager and vice president for the most recent year (including directors' remuneration, duty bonus, resign compensation, various

bonuses, bonuses, etc.)

Notes 3 : Refers to every bonus, prizes, traffic allowance, special allowance, various allowances, accommodation, vehicles provision, and other physical supplies, etc. etc.) In the case of
the provision of housing, motor vehicles, and other means of transport or exclusive individuals expenditure, it shall disclose the nature and cost of the provided assets, the actual
or at a fair market price, rent, oil, and other payments. If there is equipped with a driver, please note the company's payment for the driver, but not include in the remuneration.
Besides, the salary expenses recognized in accordance with IFRS 2 “Share-based payment,” including obtaining the employee stock warrant, the new restricted employee shares,
new shares, and participating in capital increase by cash subscription, shall also be included in the remuneration.

Notes 4 : Refers to employee remuneration amount (including shares and cash) of the general manager and vice president of the company paid by the board of directors in the most recent
year. If it fails to estimate, the proposed distribution amount for this year shall be calculated based on the proportion of the actual distribution amount of last year, and the
attached table “the distribution and the name of the manager of distributing employee remuneration” shall be additionally filled in. The after-tax net profit refers to the net
profit after tax for the most recent year; if the IFRS has been adopted, the net profit after tax refers to the annual individual or individual financial report for the most recent
year.

Notes 5 : Shall disclose the total amount of every compensation paid for the company’s the general manager and vice president by all companies (including the company) in the
consolidated report.

Notes 6 : The company shall disclose the name of the general manager and vice president in the belonging grade when paying the total amount of every compensation for every supervisor.

Notes 7 : The company shall disclose the name of the general manager and vice president in the belonging grade when paying the total amount of every compensation for the general
manager and vice president by all companies (including the company) in the consolidated report.

Notes 8 : The after-tax net profit refers to the net profit after tax for the most recent year; if the IFRS has been adopted, the net profit after tax refers to the annual individual or individual

financial report for the most recent year.
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Notes 9 : a. This column shall clearly fill out the amount of the remuneration related to the re-investment business of the company other than the subsidiary received by the company’s the

general manager and vice president.
b. If the general manager and vice president of a company receives a remuneration from an re-investment business other than a subsidiary, the supervisor shall transfer the

remuneration received by the general manager and vice president of the company to the re-investment enterprise other than the subsidiary, and combined it into the E column

of the remuneration grading table, and change the name of the column to " All re-investment business."
c. Remuneration refers to the compensation, remuneration (including remuneration of employees, directors, and supervisors) and business execution expenditures received by

the directors, supervisors, or managers of the general manager and vice president of the company who re-invested in the company other than the subsidiary.
*The content of the remuneration disclosed in the table differs from the income concept of the Income Tax Act. Therefore, the purpose of the table is for information disclosure and instead

of taxable usage.
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4. Distribution and the name of the manager of distributing employee remuneration
2019 Unit: NT$ Thousand

1991430 [elsabeurey

The Ratio of
the Total
] Amount
Title Name Share Amount | Cash Amount | Total Accounted
for After-Tax
Net Profit
Chairman of the
board of directors .
and concurrent | | sahChen-Lung
general manager
General Manager | Chang, Chi-Jen
0 800 800 0.22%

Development
Manager

Yu, Chang-Shiang

Accounting
Manager

Chuang,Yueh-Tung

Notes 1: The Company's board of directors approved the distribution of employees for the year of 2019 with a total of NT$ 12,486
thousands on March 20, 2020. As of the date of the publication of the annual report, the list of the employees' distribution has not been
determined, and the aforementioned list is the proposal of distribution.
Notes 2: Refers to employee remuneration amount (including shares and cash) of the managerial officer of the company paid by the
board of directors in the most recent year. If it fails to estimate, the proposed distribution amount for this year shall be
calculated based on the proportion of the actual distribution amount of last year. The after-tax net profit refers to the net profit
after tax for the most recent year; if the IFRS has been adopted, the net profit after tax refers to the annual individual or
individual financial report for the most recent year.

Notes 3: The applicable scope of the managerial officer shall be in accordance with the letter of the Financial Supervisory Committee on
March 27, 1992, Taiwan Financial Certificate, No. 0920001301, the scope of which is as follows:

(1) The general manager and the equivalent personnel.

(2) The vice president the equivalent personnel.
(3) The Assistant and the equivalent personnel.
(4) The manager of the financial department.

(5) The manager of the accounting department.
(6) Other personnel who have the right to manage affairs and the right of signing.

Notes 4: The directors, general manager, and vice president who have received the employee's remuneration (including the shares and
the cash,) in addition to the fill out the attached form “the Remuneration of the Directors (including the independent directors™)

and the “Remuneration of the General Manager and the Vice President,” they shall also fill out this form.

27



4) Compare and explain the analysis of the total remuneration amount paid for the company’s
directors, supervisors, general manager, and vice president by the company and all companies
in the consolidated statements for the recent two years accounted for the ratio of after-tax net
profit of the individual financial statement, and explain the relevance of the policies, standards,
and combination of paying remuneration, and the procedures, operating performance, and
future risks of the establishment of remuneration.

1. The analysis of the total remuneration amount paid for the company’s directors, supervisors,
general manager, and vice president by the company and all companies in the consolidated
statements for the recent two years accounted for the ratio of after-tax net profit of the individual
financial statement

Unit: NT$ Thousand

Year 2019 2018
Total Amount of Accounted for the rat_lo Total Amount of Accounted for the ra’glo
. of after-tax net profit - of after-tax net profit
Remuneration Remuneration
(loss) (loss)
ltems All All All All
The companies in The companies in The companies in The companies in
compan the compan the compan the compan the
pany consolidated pany consolidated pany consolidated pany consolidated
statement statement statement statement
Director 3,184 3,184 0.87% 0.87% 5,396 5,396 3.20% 3.20%
Supervisor 30 30 0.01% 0.01% 18 18 0.01% 0.01%
General
manager & 0 0 0% 0% 3,525 3,525 2.09% 2.09%
Vice president

2. The policies, standards, and combination of paying remuneration:

(1) The directors and supervisors are distributed annual earnings and remuneration in
accordance with the adoption of the regular shareholder’s meeting as well as the Articles of
the Incorporation.

(2) The remuneration of the general manager and vice president are paid in accordance with
the company’s duties and the standard of the job-level payment form, while the bonus and
employee compensation are referring to the distribution of the overall operating
performance of the company.

3. The procedures of the establishment of remuneration:

(1) The remuneration of the directors and supervisors shall be adopted by the board of
directors and the shareholders’ meeting.

(2) The remuneration of the general manager and vice president shall be in accordance with
the company’s duties and the standard of the job-level payment form

4. The relevance of operating performance and future risks:

(1) The fixed and part-time remuneration of the directors and supervisors have fully
considered the relevance of revenue and the earnings per share of the company with the
company’s operating performance.

(2) The remuneration pay for the general manager and vice president includes the salary,
allowance, and bonus in accordance with the scope of their duties they are responsible for,
the achievement rate of the company's overall operational goals, individual performance,
and their educational backgrounds, etc. Also, it shall consult the salary level of the same
position in the interbank market.

(3) The above principles for the remuneration of directors, supervisors, general managers, and
vice presidents are combined with the company's overall operating performance and future
risks, which enables the highest decision makers to continue to create long-term business
performance of the company under controllable risks.
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3. The Implementation of the Corporate Governance
(1) The Operation of the Board of Directors

The board of directors had been meeting for 8  times in 2019 (A) .
The director attendance is as follows:
Actual Entruste The ratio of
Title Name attended 4 Seats actual attended Remark
seats(B) seats(B/A)
Chairman of the ;

R.e presentative of Hong Kong Re-election date: June 26,
board of Lian Tao Electronics Co., Ltd, 8 0 100% 2019. continue in office
directors Tsai,Chen-Lung

Representative of Hong Kong ) . .

Director Lian Tao Electronics Co., Ltd, 6 0 75% gglgleggl:t?nizt?ﬁ J:ﬁn;?’

Yeh,Yi-Ling !

Representative of Hong Kong . )

. - - Resign date: J June 26
Director Lian Tao Electronics Co., Ltd, 4 3 100% '

Chen,Li-Sen 2019, 4 attendances

Representative of Hong Kong . i
Director Lian Tao Electronics Co., Ltd, 6 0 100% Egig%cﬁih gaerﬁ)(t:zr:ber 6,

Chen,Ho-Chang '

Representative of Hong Kong .
Director Lian Tao Electronics Co., Ltd, 2 0 100% September 6, 2019, new in

A office, 2 attendances

Chang, Chi-Jen

Representative of Hong Kong Re-election date: June 26,
Director Lian Tao Electronics Co., Ltd, 4 0 100% 2019, new in office, 4

Huang, Chao-Jen attendances

. Re-election date: June 26,
Director Fan, Kuo-Chi > 0 63% 2019, continue in office
Independent Resign date: J June 26,
p. Liu, Tsung-Heng 2 0 50% 2019, 4 attendances
director
Independent _ _ Resign date: J June 26,
_ Liu,Chung-Shin 0 0 0% 2019, 4 attendances
director
Re-election date: June 26
Independent . . '
p. Chan, He-Bo 3 0 75% 2019, new in office, 4
director attendances
Re-election date: June 26
Independent . . '
p. Chung, Ding-Chun 3 0 75% 2019, new in office, 4
director attendances
Other matters shall be recorded:
1. The operation of the board of directors occur following circumstances:
1. The matters listed in Article 14-3 of the Securities and Exchange Act:
The opinion How does
. . . of the
Meeting Date Session Motion Content indeendent the company
. P deal with it
director

May 11, 2019

14t of session 12

The way of distributing the remuneration of
employees, directors, and supervisors for the year of
2018.

The discussion of operation performance report and
financial statements for the year of 2018.

The distribution of earnings for the year of 2018.

Established the control procedure of “processing
loop of computerized information.”
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Established the “offal and waste management
operations” of production loop.

6. Amended the control procedure of “property, plant,
and equipment loop.”
Amended the “Company Articles.”
Amended the “Prodeudre for Acquisition or
Disposal of Assets.”
9. Prepared the internal control system report for the
year of 2018.
10. The Company re-invested the capital increase of the
subsidiary, Luxshare-Ict Precision Technology
through SPEEDTECH(HK)CO., LIMITED.
11. The Company invested Castle Rock Inc.
12. The company reported to the competent authority to
makeover the issuance of private common stock for
the year of 2008 and 2009, and the application of
OTC listing.
13. The company reported to the competent authority
to makeover the issuance of private common stock
for the year of 2013, and the application of OTC
listing.
1. Approved the commision of the general manager of None
April 26, 2019 | 15" of session 12 the Company. No opinion
2. Nominated the candidates of independent director.
May 16, 2019 16" of session 12 | 1.  The Company invested Castle Rock Inc. No opinion None
Interim Board None
May 20, 2019 Meeting 1. Nominated the candidates of independent director. No opinion
2t of session 12
Interim Board 1. Established the “Standard procedure for handling None
June 26, 2019 Meeting the requirements proposed by the directors.” No opinion
1t of session 13
1. The issuance of restricted employee’s equity new None
stock of the Company. o
October 2, 2019 1t of session 13 . . No opinion
2. The adjustment of the seal custodian of the
Company's endorsement guarantee
1. The appointment of the certified accountant and the None
assessment of their independence and adaptability
of the accountant for the year of 2020.
November 1,2019 | 2"ofsession13 | 2. The Company started to engage in forward foreign No opinion
exchange transactions.
3. The Company invested in Caldigit Holding

(Cayman).

2. Expect for the preceding matters, other resolved matted of the board of directors that have been objected to or
retained by independent directors and have a record or written statement: None.

2. The implementation of avoiding stake motion to the directors:
a. Board date: March 11, 2019.

Motion: The Company re-invested the capital increase of the subsidiary, Luxshare-Ict Precision Technology through
SPEEDTECH(HK)CO., LIMITED.

Directors that avoided stake motion: Representative of legal director: Tsai, Cheng-Lung, Yeh, Yi-Ling, Chen,
Li-Shen, Chen, Ho-Chang, Fan, Kuo-Chi.

Reasons for avoiding stake motion and participation in voting: According to the provisions of Article 206 of the

Company Act, the representatives of legal directors, Tsai, Cheng-Lung, Yeh, Yi-Ling, Chen, Li-Shen, Chen,

Ho-Chang, Fan, Kuo-Chi shall avoid the participation in the discussion and voting due to their own stake; other

directors presented approved the capital increase without objection.

b. Board date: October 2, 2019.
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Motion: Various suggestions of the implementation of the approval of the Company’s salary and remuneration

committee.

Directors that avoided stake motion: Representative of legal director: Tsai, Cheng-Lung, Chang, Chi-Jen.

Reasons for avoiding stake motion and participation in voting: According to the provisions of Article 206 of
the Company Act, the representatives of legal directors, Tsai, Cheng-Lung, Chang, Chi-Jen shall avoid the
participation in the discussion and voting due to their own stake; other directors presented approved the capital
increase without objection.

c. Board date: October 2, 2019.

Motion: The issuance of restricted employee’s equity new stock of the Company.

Directors that avoided stake motion: Representative of legal director: Tsai, Cheng-Lung, Chang, Chi-Jen.

Reasons for avoiding stake motion and participation in voting: According to the provisions of Article 206 of the Company
Act, the representatives of legal directors, Tsai, Cheng-Lung, Chang, Chi-Jen shall avoid the participation in the discussion

and voting due to their own stake; other directors presented approved the capital increase without objection.

d. Board date: November 1, 2019.

Motion: Various suggestions of the implementation of the approval of the Company’s salary and remuneration committee.

Directors that avoided stake motion: Independent director, Chan, He-bo and Chung, Ding-Chun.

Reasons for avoiding stake motion and participation in voting: According to the provisions of Article 206 of the Company
Act, the independent directors Chan, He-bo and Chung, Ding-Chun shall avoid the participation in the discussion and voting

due to their own stake; other directors presented approved the capital increase without objection.

3. The
evaluation
implementatio
n of Board of
directors:Frequ
ency

Period

Range

Procedure

Content

Once a year

January 1, 2019 ~
December 31, 2019

Evaluation of
Board of
directors’

performance

Board of

directors’sself-ass

essment

1. Improve the participation of
the Company’s operation.

2. Enhance the determination
quality of the Board of
directors.

3. The composition and
structure of the Board of
directors.

4. Selection and continuous
training of the directors.

5. Internal control.

Once a year

January 1, 2019 ~
December 31, 2019

Directors'
self-assessment

Directors'

self-assessment

1. The control of the goal and
tasks of the Company.

2. The acknowledgement of
the duty of the directors.

3. The participation of the
Company’s operation.

4. Internal relationship
management and
communication

5. The profession and
continuous training of the
directors.

6. Internal control.

(2) The operation of the Audit Committee or the supervisor's participation in the operation of the

board of directors
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1.The operation of the Audit Committee: The company did not establish the Audit Committee;
instead, it currently adopts the supervisor system.

2.The operation of the supervisor’s participation in the board of the directors:

The board of directors had been meeting for 8  times in 2019( A), the attendance of supervisors is
as follows:

Actual Attended The ratio of the
Title Name Seats (B ) actual attended seats Remark
(B/A) (Notes)

ASUS INVESTMENT CO.,

. LTD. 3 280 Re-election Date: June 26,
supervisor . ()
Representative: 2019, continue in office.
Lin,Chiu-Tang
_ Re-election Date: June 26,
Supervisor | Hsu,Chia-Te 7 88% o )
2019, continue in office.
Re-election Date: June 26,
Supervisor | Tsai, Chia-Wei 1 25% 2019, new in office, 4

attendances.

Other matters shall be recorded:

1. The composition and duty of the supervisor:

(1) The communication between the supervisor and the company's employees and shareholders: The
supervisors provide face-to-face communication channels between employees and shareholders when
they regularly attend the board of directors and the shareholders” meeting of the company, and to
reconcile the opinions of employees and shareholders as a reference for the duties of the supervisor.

(2) The communication between the supervisors, the internal audit manager, and the accountants:

1. The audit supervisor submits an audit report to the supervisor before the end of the month
following the completion of the audit project.

2. The audit supervisor attends the company's board of directors and reports on the audit.
3. The supervisor regularly communicates with the accountant on a face-to-face or written basis.
2. The supervisor's presence in the board of directors and the company's handling of the supervisor's opinion: None.
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(3) Differences and Causes Regarding Corporate Governance Best Practice Principles for TWSE/TPEX Listed Companies

Assessed ltem

Operating Status

Summary

Differences and
Causes Regarding
Corporate
Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies

A. Has the Company set up and disclosed the corporate
governance best practice principles in accordance with
"Corporate Governance Best Practice Principles for
TWSE/TPEX Listed Companies?"

The Company has set up Corporate Governance Best Practice Principles to
promote the operations of corporate governance. It is disclosed in the area of
"Investor Relationships / Corporate Responsibility / Corporate Governance™ on
the Company's website and Market Observation Post System.

No significant
difference

B. Shareholding Structure and Shareholders' Interests of
the Company

(A) Does the Company have an internal operating
procedure to cope with shareholders' recommendations,
doubts, disputes and litigations which is implemented in
accordance with the procedures?

(B) Does the Company have a list of major shareholders
that actually control the Company or the ultimate
controllers of the major shareholders?

(C) Has the Company established and been
implementing risk management and firewall mechanism
between itself and its affiliated companies?

(D) Does the Company have internal regulations that
prohibit insiders from buying and selling securities using
unpublished information on the market?

(A) The company has spokespersons and deputy spokespersons to deal with
shareholders' recommendations, doubts, disputes and litigations, and provides
contacts, telephone numbers and email addresses of the Company's stakeholders
on the Company's website: "Contact Us / Stakeholders Area."

(B) The Company has a list of major shareholders that actually control the
Company and the ultimate controllers of the major shareholders and declares
them in accordance with the regulations.

(C) The Company has "Related Party Transaction Management Operations" and
"Subsidiary Supervision Operating Regulations" in its internal control system as
the ways to establish risk management and firewall mechanism between itself and
its affiliated companies.

(D) The company has set up "Codes of Ethical Conduct" and "Insider Trading
Prevention Management Operations" and informed the insiders of the Company
to follow them strictly, so as to reduce the cases that violate the regulations of
insider trading with insiders' unfamiliarity of the regulations or with their
intention, which impair the reputation of the Company.

No significant
difference
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Assessed ltem

Operating Status

Summary

Differences and
Causes Regarding
Corporate
Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies

C. Composition and Responsibilities of the Board of
Directors

(A) Has the board of directors made a diversified policy
with regard to the composition of board members and
carry it out?

(B) Has the Company voluntarily set up other kinds of
functional committees aside from the remuneration
committee and the audit committee in accordance with
the regulations, and report the results of the performance
evaluation to the Board of directors and apply them to
the individual directors ’remunerations and the reference
of nominations?

(C) Does the Company have board performance
assessment regulations and its evaluation method,
conducting performance assessment every year on a
regular basis?

(D) Does the Company regularly assess the
independence of auditors?

(A) The Company has stipulated a policy with regard to diversification of the
board in Corporate Governance Best Practice Principles. Currently there are 7
directors (including one female director). The composition of directors is of
diversity; Directors, independent directors and supervisors have business, legal,
financial, accounting and other professional knowledge required for the
operations of the Company, and each of them possesses complete and profound
academic experience, which drives the board of directors of the Company to play
the role of decision-making, leading and supervision. The diversified policy
regarding the composition of board members made by the board of directors is
disclosed on the Company's website and Market Observation Post System.

(B) The company has set up a remuneration committee; establishments of other
functional committees will be considered according to the regulations or actual
needs of the Company.

(C) The Company has stipulated “Board Performance Assessment Regulations”
and the assessment method; on March 20, 2020, the board performance
assessment report of 2019 was submitted to the board of directors.

(D) The Company has established “Auditor Selection and Assessment
Regulations” to regularly assess the independence and competence of the
auditors, require auditors' independence statement and assess whether the auditors
meet relevant provisions of independence and competence according to the
“Auditor Assessment Form;” the appointments and assessments of the auditors in
2020 were passed after submission to the board of directors on November 1,
2019. For the Auditor Independence and Competence Assessment Form, please
refer to page 29 of this annual report. (Note 1)

No significant
difference

34




Assessed ltem

Operating Status

Summary

Differences and
Causes Regarding
Corporate
Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies

D. Has the Company assign a qualified and appropriate
number of corporate governance personnel, designate
corporate governance supervisors, and set up corporate
governance units or personnel (full-time or part-time)
that are responsible for related matters of corporate
governance (including but not limited to providing
information required by directors and supervisors, assist
the directors and supervisors to comply with the
provisions, in order to conduct business, handling
matters related to meetings of the board of directors and
shareholders' meetings, dealing with company
registration and changes, minuting the meetings of the
board of directors and shareholders' meetings, etc.)?

The Company has set up the Administrative Department as a part-time unit of
corporate governance, and the supervisor of Administrative Department is
responsible for supervising related matters of corporate governance, including
providing information required by directors and supervisors in order to conduct
business, handling matters related to meetings of the board of directors and
shareholders' meetings according to the regulations, dealing with company
registration and changes, minuting the meetings of the board of directors and
shareholders' meetings, etc..

No significant
difference

E. Has the Company set up communication channels
with stakeholders (including but not limited to
shareholders, employees, clients, suppliers, etc.) and
stakeholder areas on the Company's website, as well as
been responding appropriately to important corporate
social responsibility issues concerned by stakeholders?

The company appointed the professional stock affair agency - Taishin Bank's
Registrar Department to handle the affairs of the Company's shareholders'
meeting.

No significant
difference

F. Has the company appointed a professional stock affair
agency to handle the affairs of shareholders' meeting?

The company appointed the professional stock affair agency - Taishin Bank's
Registrar Department to handle the affairs of the Company's shareholders'
meeting.

No significant
difference

G. Information Disclosure

(A) Does the Company set up a website to disclose
financial business and corporate governance
information?

(B) Does the company file the annual financial report
within two months after the end of the fiscal year, and
file the first, second, and third quarter financial reports

(A) The Company's financial business and corporate governance information has
been fully disclosed in the “Investor Relationships” area on the Company's
website; and specific personnel is responsible for maintaining the update of the
information.

No significant
difference
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and the monthly operating situation within the prescribed
time limit?

(B) Does the Company adopt other methods of
information disclosure (e.g., setting up an English
website, designating a person to collect and disclose the
Company's information, implementing a spokesperson
system, and placing the course of investor conference on
the Company ‘s website)?

(B)The company has established a spokesperson system. The spokesperson
explains the company's operating performance and other information to the public
to ensure that the information which may affect the decision of shareholders and
stakeholders is promptly disclosed. Besides, the establishment of the Company's
English website has been completed; the Company also has appointed specific
personnel to disclose the Company's information on Market Observation Post
System according to the regulations.

(C) The financial report of the company for the year of 2019 has been filed within
three months after the end of the fiscal year, and the first, second and third quarter
financial reports and monthly operating conditions have been filed before the
prescribed deadline.

No significant
difference

H. Does the Company have other important information
that helps to understand the operations of corporate
governance (including but not limited to rights and
interests of employees, care of employees, investor
relationships, supplier relationships, rights of
stakeholders, trainings of directors and supervisors,
implementation of risk management policies and risk
measuring standards, implementation of client policies,
the company's purchases of liability insurance for
directors and supervisors, etc.)?

(A) Rights and Interests of Employees:

1. Adhering to the principle of equal opportunity, recruiting employees through
open selection process, hiring people on the basis of their talents and putting them
in proper positions.

2. Continuous learning, systematically providing a series of general, professional
and management training courses for different employees.

3.Ensuring the company's overall remuneration competitiveness, implementing
and establishing various salary and welfare systems.

4. Insuring employees against labor insurance, health insurance, employee and
dependent group insurance.

5. Carrying out the retirement system on the basis of the nation's Labor Standard
Laws and Labor Pension Act.

6. Providing free regular employee health examination and various campaigns for
health knowledge promotion.

7. Establishing a committee of employees' welfare which is responsible for the
planning and implementation of various welfare programs, including company
trips, club activities, as well as allowances of festivals, weddings and funerals,
etc..

8. Providing professional legal and group insurance consulting services on a
regular basis.

No significant
difference
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Assessed ltem

Operating Status

Summary

Differences and
Causes Regarding
Corporate
Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies

(B) Cares of Employees

1. Ensuring a safe work environment, providing information and measures for
employees' health promotion to prevent occupational injuries and diseases, and
providing appropriate physical and mental consulting services.

2. Building up fitness facilities to promote employee's health and provide an
environment for employees to rest and interact with one another.

3. Clearly stipulating and actively promoting the policies and measures of Gender
Equality in Employment Act and Sexual Harassment Prevention Act, creating a
work environment of gender equality.

(C) Investor Relationships: The Company has and implements the spokesperson
system, updating financial business information on Market Observation Post
System and the Company's websites regularly to help investors and stakeholders
understand the Company's operations.

(D)Supplier Relationships: The company has set up supplier management
operations and been adhering to the principle of integrity as well as maintaining
good communication channels with suppliers.

(E) Interests of Stakeholders: The Company adheres to the corporate governance
spirit of integrity and ethics, communicating smoothly and maintaining good
relationships with stakeholders such as shareholders, employees, clients,
correspondent banks and suppliers. Besides, the directors and remuneration
committee members have avoided participating in the voting with respect to the
bills concerning personal interests of them.

(F) Trainings of Directors and Supervisors: The Company encourages directors
and supervisors to participate in relevant courses organized by the competent
authorities with a positive attitude. (Note 2)

No significant
difference

37




Assessed ltem

Operating Status

Summary

Differences and
Causes Regarding
Corporate
Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies

(G) Implementation of Risk Management Policies and Risk Measuring Standards:
The combination of the Company's overall operating performance and future risks
enables the highest decision-makers to continue to create the Company's
long-term business performance under controllable risks. For other relevant risk
analysis, please refer to “F. Risk Analysis of the Latest Year and as of the Issue
Date of the Annual Report” of this annual report.

(H) Implementation of Client Policies: The Company has implemented strict
quality policies for all products, established a smooth pipeline to accept customer
complaints. We provides good services, solves problems occurred and
continuously improves the Company‘s service quality through customer
satisfaction surveys and two-way mechanism of supplier assessments of
customers.

(1) The Company's Purchases of Liability Insurance for Directors and
Supervisors: The Company has incorporated liability insurance of directors and
supervisors into the articles of incorporation and purchased liability insurances.
(J) The operating status of supervision by the Company's independent directors
and supervisors regarding operational plans and expression of financial
statements:

1. Independent directors and supervisors debrief relevant business reports at each
board meeting. If necessary, they will seek to understand or provide appropriate
recommendations through discussions to monitor and enhance the Company's
operating performance.

2. Through regular meetings with the auditors, independent directors and
supervisors not only have a deeper understanding of the statements and financial
business, but also have a more direct interaction and review with the auditors.

No significant
difference
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Assessed ltem

Operating Status

Summary

Differences and
Causes Regarding
Corporate
Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies

I. Explaining improved status with regard to the latest
year's assessment results of corporate governance issued
by Corporate Governance Center of Taiwan Stock
Exchange Co., Ltd. and providing priority issues and

measures concerning those which have not yet improved.

According to the results of the corporate governance assessment, the
improvement situation and the enhancement of the future improvement are as
follows:

1. The company's 2019 shareholders' meeting will thoroughly adopt electronic
voting method.

2. So far, the company only established the salary and remuneration committee in
accordance with the law; afterward, the company will establish the Audit
Committee under the provisions of the authority.

No significant
difference

39




A. Independence Requirements Review (the specific facts should be further understood if any of the following is

Yes)
Item Content Please Check Description
No. Yes No Yes No

1 Do the auditors themselves, their spouses or minor children invest in ] - O
or share financial interests with the Company?
Do the auditors themselves, their spouses or minor children have

2 |capital loans with the Company excluding the case that the consignor ] [ | L]
is a financial institution and maintains common dealings?
Have the auditors or members of audit service team served as a

3 director or manager of the Company, or in a position having ] - O
significant impacts on the audit cases recently or in the past two
years?

4 Do the auditors or members of audit service team promote or mediate ] - O
the shares or other securities issued by the Company?
Do the auditors or members of audit service team defend the

5 |Company against legal cases of third parties or other disputes aside L] [ | L]
from doing business permitted by the regulations?
Do the auditors or members of audit service team have relationships
with the Company's directors, managers or those who have

6 |significant impacts on the audit cases, such as spouses, direct blood [] [ | L]
relatives, direct relative’s in-law or indirect relatives within
second-degree kinship?
Do the joint certified public accountants retired for less than one year

7 |serve as a director, manager of the Company or in a position having ] [ | ]
significant impacts on the audit cases?
Do the auditors or members of audit service team accept valuable

8 |gifts or special offers from the Company, directors, managers or ] [ | ]
major shareholders?
Are the auditors currently employed by the consigner or inspected

9 |person as normal employees; do they receive fixed salaries or serve ] [ | ]
as a director or supervisor?

B. Independence Operation Review (the specific facts should be further understood if any of the following is No)
ltem Please Check o
No. Content Yes No N_ot Description

Applicable

Have the auditors avoided and rejected to undertake the cases when

1 |the auditors have direct or significant indirect interests in the [ ] [] ]
entrusted issues that may affect their impartiality and independence?
Do the auditors maintain formal independence apart from

5 maintaining substantial independence when they provide audit, - ] O
verification, review and project audit of financial statements and
make opinions?
Are members of the audit service team, other joint certified public

3 accountants, shareholders of corporate accounting firms, accounting - ] O
firms, affiliated companies of the accounting firms and alliance firms
independent of the Company?

4 Ei)o the auditc;rs perform professional services with integrity and - ] O

gorousness?

Do the auditors maintain a fair and objective position in the

5 performance of professional services, and has they prevented - ] O
professional judgments from being affected by prejudice and conflict
of interest?

C. Competence Review
Item Please Check "
No. Content Good | Average Poor Description

1 Have the auditors had disciplinary records in the CPA Discipline n ] O
Committee in the past two years? Has this accounting firm been

40




involved in major litigations in the past two years or now?

Does the accounting firm have sufficient scale, resources and - O
regional coverage to handle the Company's audit services?

Does the accounting firm have a clear quality control procedure?
Does the scope of the coverage contain the levels and key points of
3 [the verification procedure, the way of handling audit issues and [ | L]
judgments, the review of independent quality control, and the
management of risks?

Does the accounting firm timely notify the board of directors of any
4 |significant problems and developments in risk management, [ | L]
corporate governance, financial accounting and relevant risk control?

Assessment Result:
11 in compliance with the Company's independence and competence assessment standards.
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Note 2: The training status of the Company’s directors and supervisors is as follows:

In order to implement the corporate governance system, the Company has been taking the initiative in informing the directors and supervisors of

training opportunities regarding corporate governance information. The status of participation in the external training courses is as follows:

Title Name fraining Organizer Course Title Training
Date Hours
Legal PEISON | cpang. Chi-en | 10/29/2019 [SECURITIES & FUTURES INSTITUTE Directors and supervisors (including independent) and corporate 12hrs
representative of governance practical workshop
The implementation of the operational Practice of Remuneration
| 10/15/2019 [SECURITIES & FUTURES INSTITUTE b . 3hrs
Director Fan,Kuo-Chi Committee and Growth Strategy Committee
10/17/2019 |[SECURITIES & FUTURES INSTITUTE Early Warning and Type Analysis of Enterprise Financial Crises 3hrs
11/08/2019 TAIWAN CORPORATE GOVERNANCE Heaven for CRS and tax: -the latest trends and legislative impact 3hrs
Independant Chan. He-Bo ASSOCIATION
Director 1211372019 |TAIWAN CORPORATE GOVERNANCE Enhancing the capability of self-editing financial reports and 3hrs
ASSOCIATION strengthening corporate governance
Legal person
representative of | Lin,Chiu-Tan |09/124/2019 TAIWAN CORPORATE GOVERNANCE Risk management practices for anti-money laundering bribery 3hrs
. ASSOCIATION
Supervisor
_ _ 10/09/2019 [SECURITIES & FUTURES INSTITUTE Discussion on Employee Remuneration Strategy and Tool 3hrs
Supervisor Hsu,Chia-Te Application
10/23/2019 |[SECURITIES & FUTURES INSTITUTE Case Study of Fraud in Corporate Financial Statements 3hrs

42




(4) The operation of salary remuneration committee

1.The profile of the member of the salary remuneration committee

Does he/she have more than five years of work

The numbers of concurrent members of the salary

experience and the following professional Compllancz\\;\gttgslgi ependence remuneration committee of other public I;?Ln
qualifications? companies
~ |Superior than  |Judges, Work experience
Condition\ e jecturer of  |prosecutors, |required for
the public or lawyers, business, legal,
private colleges |accountants, |finance,
of finance, or other accounting or
legal, national corporate business
L accounting, or |examination
Identification .
the related s required
department for company 3|4 5 6178|910
Name required for the |business,
company’s and
business specialized
professional
and technical
personnel
with
certificates
Independent Chan. He-Bo v viv| v i|ivi]iv|viv]|v 1
Director '
Independent Chung, Ding-Chun v I Y T 0
Director
Other Yeh,Sheng-Hung v ViIiv | v | VIV |V |V ]V 0

Notes 1: Each member meets the following conditions during the two years prior to the election and during the term of office, please mark "v"*" in the space below each

condition code.

(1) Not an employee of a company or its affiliated companies.

(2) Not the director or the supervisor of the company or its affiliated companies. However, the same does not apply to the independent directors appointed in
accordance with the Securities and Exchange Act or the laws and regulations of the local country by, and concurrently serving as such at, a public company and
its parent or subsidiary or a subsidiary of the same parent.

(3)Not the spouse, minor children, or a juridical person shareholder holding more than one percent of the company's total issued shares or holding the top ten shares in
the name of others.

(4) Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of a managerial officer listed in (1) or any of the
persons listed in (2) and (3).
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(5) Not the director, supervisor, manager, or shareholder holding more than 5% of a particular company or institution that does not have financial or business
interaction with the company. (However, the same does not apply to the independent directors appointed in accordance with the Securities and Exchange Act or

the laws and regulations of the local country by, and concurrently serving as such at, a public company and its parent or subsidiary or a subsidiary of the same
parent.)

(6) Notamajority of the company's director seats or voting shares and those of any other company are controlled by the same person: a director, supervisor, or
employee of that other company. (However, the same does not apply to the independent directors appointed in accordance with the Securities and Exchange Act
or the laws and regulations of the local country by, and concurrently serving as such at, a public company and its parent or subsidiary or a subsidiary of the same
parent.)

(7) Not the chairperson, general manager, or person holding an equivalent position of the company and a person in any of those positions at another company or
institution that are the same person or are spouses: a director (or governor), supervisor, or employee of that other company or institution. However, the same does
not apply to the independent directors appointed in accordance with the Securities and Exchange Act or the laws and regulations of the local country by, and
concurrently serving as such at, a public company and its parent or subsidiary or a subsidiary of the same parent.

(8) Not the particular company that has financial or business interaction with the company, or the director, supervisor, managerial officer, or the shareholder holds
more than 5% of the shares. (However, the same does not apply to the holding of 20 percent or more and no more than 50 percent of the total number of issued
shares of the public company, and the independent directors appointed in accordance with the Securities and Exchange Act or the laws and regulations of the
local country by, and concurrently serving as such at, a public company and its parent or subsidiary or a subsidiary of the same parent. )

(9) Not a professional individual who, or an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company, or institution that, provides
auditing services to the company or any affiliate of the company, or that provides commercial, legal, financial, accounting or related services to the company or
any affiliate of the company for which the provider in the past 2 years has received cumulative compensation exceeding NT$500,000, or a spouse thereof;
provided. However, the same does not apply to the independent directors appointed in accordance with the Securities and Exchange Act or the laws and
regulations of the local country by, and concurrently serving as such at, a public company and its parent or subsidiary or a subsidiary of the same parent.

(10) Not having any one of the circumstances of Article 30 of the Company Acts.

2.The duty of the salary remuneration committee

The following functions and powers shall be faithfully performed with the attention of a good manager, and the board of directors shall be
responsible and submit the proposed recommendations to the board of directors for discussion.

(1) Establish, and regularly examine the policies, systems, standards, and structures for performance evaluation and compensation for
directors, supervisors, and managerial officers.

(2) Regularly assess and determine the salary remuneration of directors, supervisors, and managerial officers.
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3.The information of the implementation of the salary remuneration committee
(1) The company's salary remuneration committee member is consisted of 3 people in total.

(2)The term of the member of this session: August 12, 2019 to June 25, 2022; the salary remuneration committee had been meeting for two
times in 2019 (A), the qualification and attendance is as follows:

Actual Entrusted The ratio of the
Title Name attended attended actual attendance Remark
times(B) times (B/A) (Notes)
Convener Chan, He-Bo 5 0 100% Re-elgctlon Date: August 12, 2019, new
in office.
Mermber Chung, Ding, Chun 5 0 50% Re-elgctlon Date: August 12, 2019, new
in office.
Member Yeh,Sheng-Hung 1 0 50% Re-election D.ate: .Augu.St 12, 2019,
continue in office.

Other matters shall be recorded:
1. The board of directors did not adopt or amend the suggestion of the salary remuneration committee: None.

2. The members of the salary remuneration committee have objections or reservations and have a record or written statement in
the resolution of the salary remuneration committee: None.
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. Fulfillment of social responsibility and the differences as well as reasons for the corporate social responsibility practices of listed companies:

Assessed ltem

Operating Status

Summary

Differences and Causes
Regarding Corporate
Social Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies

A. Implementation of Corporate Governance

(A) Does the company conduct risk assessments on
environmental, social, and corporate governance issues
related to the operations of the company, and establish
relevant risk management policies or strategies based on
the principle of materiality?

(A) The Company has not yet established a corporate social responsibility
policy, but will conduct risk assessments related to the operations of
the Company's in accordance with the principle of materiality.

No significant
difference

B. Does the Company have a full-time (part-time) unit
for promoting corporate social responsibility that the
board of directors authorizes senior management to
handle and report the operating status to the board?

(B) The general manager's office of the Company is responsible for
promoting the operations of corporate social responsibility, and the
operations are managed by the administrative department.

No significant
difference

C. Environmental issues

(A) Does the Company set up an appropriate

environmental management system that complies to its

industrial characteristics?

(B) Is the Company committed to reinforcing the
utilization efficiency of various resources and using
recycled materials with low impact on
environmental load?

(C) Does the Company assess the potential risks and
opportunities of climate change for companies now
and in the future, and adopt corresonping measures
to address climate-related issues?

(D) Has the Company gathered the statistics of
greenhouse gas emissions, water consumption, and

(A) The whole plant implements environmental protection supervision and
management, which has outstanding performance, and has acquired
1SO14000 environmental management system certification.

(B) In order to achieve sustainable use of resources, the Company is
committed to improving the utilization efficiency of various resources and
developing non-toxic and low-harm products to reduce impact on the
environment. Besides, the Company has passed the IECQ QC080000 of
Hazardous Substance Process Management System Requirements.

(C) The operation of the Company adheres to the principles of global
environmental protection, energy saving as well as carbon reduction, and
lowers the operational risks derived from extreme climate change factors.
(D) The the general safety and environmental affairs unit of the Company
is responsible for the statistics of greenhouse gas emissions, water

No significant
difference
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total weight of waste in the past two years, and
established policies for energy conservation and
carbon reduction, greenhouse gas reduction, water
use reduction, or other waste management?

consumption and total weight of waste. In response to the issues of
greenhouse gases emissions, the Company has actively implemented
relevant emission reduction measures, implemented energy conservation
and carbon reduction activities such as improvement of power factor, reuse
of recycled water from packaged air conditioner in stamping factories
recovery, reduction of iced water energy consumption, improvement of the
environment, reduction of waste and replacement of high-energy lamps by
LED lamps.

D. Social issues

(A) Does the Company formulate policies related to
management and procedures according to relevant
regulations and International Bill of Human Rights?

(B) Does the Company establish and implement
reasonable employee welfare measures (including
compensation, vacation and other benefits, etc.,) and
appropriately reflect the operating performance or results
in employee compensation?

(C) Does the Company provide a safe and healthy work
environment for employees and organize safety and
health education on a regular basis?

(D) Does the Company establish an effective career
development training program for employees?

(E) As for health, safety, and privacy, of the customer, ,
marketing and labeling of products and services, does the
company comply with the relevant regulations and
international standards, and formulate relevant protection
policies and appeal procedures for consumer rights?

(E) Does the Company establish supplier management
policies that request suppliers to comply with relevant

(A) The Company refer to human resources as an important asset and is
committed to the protection of employees' rights and interests. It has
established and implemented various legal and appropriate management
systems and measures according to internal control system and relevant
labor regulations.

(B) The Company clearly defines the remuneration ratio of employees in

accordance with their grades, and insures them under the act. It also

establishes employee welfare committees, conducts employee health
checks from timely, staff dine party, and company trip at home and
abroad.

(C) The Company provides and ensures a safe work environment, provides

information and measures for employees' health promotion to prevent

occupational injuries and diseases, and provides appropriate physical and
mental consulting services; through continuous training courses and
promotion, the Company cultivates the emergency response capability and
safety concept of employees, strengthens employees' cognition ability, and
reduce accidents resulting from unsafe behavior.

(D) The company has established "Educational Training Management

Operations" to meet the needs of organization development and training

programs to assist employees in obtaining necessary professional

knowledge and skills.

(E) The products produced by the Company are electronic components
and non-food-related supply chains. In addition to the raw materials
required for production, they shall be used under the environmental
protection acts and provisions, and the products do not need to
provide labels. Besides, the Company and customers shall sign the

No significant
difference
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regulations on environmental protection, occupational
safety and health or labor human rights, and their
implementation?

sales contracts to specify the rights and obligations of both parties,
and the sales unit is responsible for handling customer complaints.

(F) The Company clearly sets up the supplier management policy,
requiring the supplier to comply with the code of practice of
corporate social responsibility. When the contract signed with the
supplier and the commitment to environmental protection
requirements regulates that there is any actual or potential harm to
environmental protection, and the supplier will be compensated and
the contract will be terminated.

E. Does the Company refer to the internationally-used
report preparation standards or guidelines to prepare
corporate social responsibility reports and other reports
that disclose the non-financial information of the
Company? Did the pre-report report acquire the
confidence or assurance opinion of the third-party review
unit?

The Company has not yet prepared a corporate social responsibility report,
it will be prepared in accordance with practical needs in the future.
Currently, relevant information on corporate social responsibility is
disclosed on the Company's website and annual report.

Not yet prepared a
corporate social
responsibility report

(F) Does the company have relevant consumers' interests
protection policies and grievance procedures for research
and development, procurement, production, operations
and service processes?

(G) Does the Company conform to relevant regulations
and international standards for marketing and labeling of
products and services?

(H) Does the Company assess whether or not the
supplier had any record of affecting the environment and
society in the past before the Company and the suppliers
enter into tran

(1) Does the contracts between the Company and its
major suppliers incorporate terms stipulating that if the
suppliers violate the Company's corporate social
responsibility policies, which have significant
environmental and social impacts, the Company may
terminate the contracts at any time?

(F) The Company signs sales contracts that specify the rights and
obligations of both parties with the clients; and the sales department is
responsible for accepting customer complaints.

(G) The products of the Company are electronic components but not
food-related supplies. Aside from that the raw materials for production are
required to be used according to the environmental protection regulations,
the products are not provided with labels.

(H) The Company requires suppliers to endeavor to comply with
Corporate Social Responsibility Best Practice Principles and work together
with the Company to improve corporate social responsibility.

(I) When there is any actual or potential hazard to environmental
protection, the Company may request compensation and terminate the
contract with the supplier on the basis of the terms of the contract and the
environmental protection commitment.

No significant
difference
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D. Reinforcement of Information Disclosure Did not disclose the
Does the Company disclose related information about v/ | The Company at present does not prepare a corporate social responsibility related information of
corporate social responsibility that is of relevance and report, and will draw it up in accordance with actual needs in the future. the Company's
reliance on its website and Market Observation Post Currently, relevant information about corporate social responsibility is corporate social
System? disclosed on the Company's website and annual report. responsibility.

E. If the Company has its own corporate social responsibility principles based on "Corporate Social Responsibility Best Practice Principles for TWSE/GTSM Listed
Companies," please describe the difference between its operations and the principles:

The Company has been drawing up "Corporate Social Responsibility Best Practice Principles.” The Company is well aware that the Company is a member of the society who
has its duty-bound social responsibilities. Therefore, the design of the Company's system and the direction of the operating strategy both consider the relevant issues of
corporate social responsibility. The Company have positive and specific efforts In the implementation of the promotion of corporate governance, the development of sustainable
environment, the protection of social benefits and the disclosure of corporate social responsibility, and take the positive thinking of human nature as the starting point,

F. If the company has its own corporate social responsibility code in accordance with the " Corporate Social Responsibility Best Practice Principles for TWSE/GTSM Listed Companies,'
please describe the difference between its operation and the prescribed code:

The Company has researched and established the "Corporate Social Responsibility Code," and is well aware that the Company is a member of a social citizen and has its own
social responsibility. Consequently, for a long time, there has been no consideration in the design of the Company system or the operation strategy, and it has considered the
issues related to corporate social responsibility in many ways. For instances, it has promoted corporate governance, the development of a sustainable environment, the
maintenance of public welfare and the disclosure of corporate social responsibility. There are active, concrete and practical efforts, and the positive thinking of human nature is
the starting point, and the subtle transformation is the method of promotion, and the integration of the company culture is the practical goal. Thus, the operation of the overall
corporate social responsibility in accordance with the relevant principles of the code of practice and there are no significant differences.

G.

(A) The company has stipulated environmental protection specifications for products, controlled non-hazardous substances, established 1SO14001 environmental management
system and obtained certification of IECQ QC080000 (HSPM) hazardous substance process management system. The products have complied with the RoHs orders and
REACH regulations of European Union. The Company upholds environmental and HSF (non-hazardous substances) policy, continuously introduces the concept of “green
products” at the design and production ends, and adopts non-hazardous raw materials, low pollution, energy-saving production processes and recyclable packaging. Since
January 1, 2008, the products have been introduced with non-halogenated design; the Company continues to accept the inspection of clients' carbon footprints, provide the
inspection data, and meet the clients' technical requirements of the products for environmental protection.

(B) The company implements the content of the industrial waste disposal plan and declares the waste flow online in accordance with the regulations. The Company disposes the
waste and recycle the resource waste in a legal way.

(C) The Company increases the job opportunities of the disadvantaged. Based on People with Disabilities Rights Protection Act, the Company employs the disabled and the
visually impaired as massage staff, allowing employees to receive professional massage and pressure relief services at a preferential price in the Company.
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6. The Ethical Corporate Management of the Company and Adopted Measures and the Differences in the Best Practice Principles of listed OTC

companies

Assessed ltem

Operating Status

Summary

Differences and Causes
Regarding Ethical
Corporate Management
Best Practice Principles
for TWSE/GTSM
Listed Companies

A. Establishment of Ethical Corporate Management
Policies and Plans

(A) Does the company establish the ethical management
policy approved by the board of directors, and express in
the regulations and external documents the policies and
methods of ethical corporate management as well as the
commitment of the board of directors and management
to actively implement the business policies?

(B) Does the Company establish an assessment
mechanism for the risk of dishonesty, regularly analyzes
and evaluates business activities with a high risk of
dishonesty in the business scope, and sets up a plan to
prevent dishonesty, and at least covers the article 7,
paragraph 2 of the precautionary measures of the
Ethical Corporate Management Best Practice Principles
for TWSE/GTSM Listed Companies"?

(C) Does the Company have a plan to prevent
dishonesty, specify in each program the operating
procedures, guidelines for conduct as well as disciplinary
& grievance systems for violations and carry them out,
and regularly review and revise the aforementioned
plans?

(A) The Company has set up "Ethical Corporate Management Best
Practice Principles” and "Codes of Ethical Conduct" to carry out the
commitments of the directors and management.

(B) The Company has set up "Procedures for Ethical Management and
Guidelines for Conduct" to specify the regulations regarding the business
execution of the Company's personnel in order that they fully understand
the Company's determination, policies and preventive measures
concerning ethical corporate management as well as the results of
violations of ethical conduct.

(C) The Company reviews the possible risks of unethical conduct at any
time and regulated them in the "Procedures for Ethical Management and
Guidelines for Conduct" to enhance the effectiveness of the Company's
ethical corporate management.

No significant
difference

B. Implementation of Ethical Corporate Management

No significant
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(A) Has the company assessed the ethical record of
correspondent parties, and specified the terms of ethical
conduct in the contracts signed with transaction partners?
(B) Does the Company have a full-time (part-time) unit
under the board of directors that promotes ethical
corporate management, and report its operating status,
policy of best practice principle operation, and
prevention as well as supervision of dishonesty behavior
to the board of directors regularly (at least once a year) ?

(A) All the Company's business activities are conducted in a fair and
transparent manner. The external contracts also state the terms of ethical
conduct such as rights and obligations of the two parties.

(B) Through the establishment of organizations, the Company implement
mutual supervision and aperiodic job transfers which concentrate on
ethical corporate management.

difference

(C) Does the Company have a policy to prevent conflicts
of interest, provide a proper pipeline for statement and
carry them out?

(D) Does the Company establish an effective accounting
system and internal control system for the
implementation of ethical management, and does the
internal audit unit regulates the relevant audit plan in
accordance with the assessment results of the risk of
dishonesty, and reviews the compliance with the plan to
prevent dishonesty, or entrust an accountant to perform
the audit?

(E) Does the Company regularly give internal and
external training courses regarding ethical corporate
management?

(C) The Company's "Ethical Corporate Management Best Practice
Principles," "Procedures for Ethical Management and Guidelines for
Conduct" and "Codes of Ethical Conduct" stipulate that one shall not
directly or indirectly provide, promise, require or accept any undue
interests, and show other unethical behavior that violates integrity, laws or
fiduciary duty to obtain or maintain the interests.

(D) The company has set up internal control system, internal audit
operation rules, accounting system and various management regulations.
The requirements and stipulations of ethical corporate management and
internal audit have been implemented; the audit-related issues will be
operated on a regular or irregular basis, then the results will be forwarded
to the board of directors.

(E) The Company periodically promotes policies and precautions of the
Company's ethical corporate management in management meetings or
through employees’ training courses.

No significant
difference

C. Operations of the Company's Reporting System

(A) Does the Company have a specific reporting and
reward system and a convenient reporting pipeline, and
will it appoint appropriate specific personnel to the
respondents?

(A) If the Company discover any cases that violate the provisions of
ethical corporate management stipulated in Ethical Corporate Management
Best Practice Principles, it shall take the initiative in reporting the cases to
managers, internal audit units or other appropriate authorities. The
Company has also set up an employee suggestion box and a reporting box
on the 1st floor as reporting pipelines. The identities of the prosecutors and
the content of the reports will be kept confidential, actively verified and

No Significant
Difference
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(B) Has the Company established the standard operating
procedures for the investigation of the complaint, the
follow-up measures to be taken after the investigation,
and the relevant confidentiality mechanism?

processed. Those who truly violate the regulations of ethical corporate
management will be punished on the basis of the seriousness of the
circumstances.

(B) The Company's Procedures for Ethical Management and Guidelines
for Conduct have clearly stated the procedures for reporting,
confidentiality and disciplinary operations. The Company accepts and

(C) Does the Company take measures to protect the
prosecutors from improper punishments due to their
reports?

handles the reports cautiously with principles of confidentiality and careful
verification.

(C) The Company protects the prosecutors in an anonymous way during
the verification process.

D. Reinforcement of Information Disclosure

Does the Company disclose the content of its Ethical
Corporate Management Best Practice Principles and the
implementation effectiveness on its website and Market
Observation Post System?

The Company has established “Ethical Corporate Management Best
Practice Principles” and disclosed them in the area of "Investor
Relationships / Corporate Responsibility / Corporate Governance" on the
Company's website and Market Observation Post System; and specific
units is responsible for promoting the policies related to ethical corporate
management.

No Significant
Difference

E. If the Company has its own Ethical Corporate Management Best Practice Principles in accordance with "Ethical Corporate Management Best Practice Principles for
TWSE/GTSM Listed Companies," please describe the difference between its operations and the principles:

The Company has implemented the “Ethical Corporate Management Best Practice Principles” on the basis of their provisions.

F. Other Important Information that Helps to Understand the Company's Operations of Ethical Corporate Management:
1.The Company abides by Company Act, Securities and Exchange Act, Business Entity Accounting Act, relevant regulations for TWSE/GTSM listed companies and
other acts related to business activities, and regards them as the basis of implementation of ethical corporate management.
2. The Company's "Rules of Procedure for Board of Directors Meetings" has a clause about the avoidance of directors' interests. If a director himself or the juridical person
he represents has a stake in the bills listed by the board of directors that may cause harm to the Company's interests, the director may express opinions and answer inquiries but
not join the discussion and voting. In addition, the director shall be avoided during discussion and voting, and shall not represent other director to exercise the voting rights.
3. The Company has a “Insider Trading Prevention Management Operations” to stipulate that directors, supervisors managers and employees may not reveal to others
significant internal information they know, may not inquire or collect significant unpublished internal information of the Company that are not related to their personal duties

from those who are aware of the information within the Company, and may also not reveal to others the significant unpublished internal information of the Company that is not
learned from the execution of the business.

G. Inquiry Ways of Relevant Regulations Disclosure:
The Company's "Corporate Governance Best Practice Principles” and related regulations have been disclosed on the Company's website and Market Observation Post System.
For inquiries, please refer to the website of the Company (www.speedtech.com.tw) or Market Observation Post System (mops.twse.com.tw).

H. Other Important Information That Is Sufficient to Increase Understanding of Corporate Governance Operations:
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It has been disclosed on the Company's website and Market Observation Post System. For inquiries, please refer to the website of the Company (www.speedtech.com.tw) or
Market Observation Post System (mops.twse.com.tw).
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(9) The Implementation of Internal Control System

1.The declaration of the internal control:

Speed Tech Corp.
The declaration of the internal control

Date: March 20, 2020

The internal control system of the company in 2019 1is based on the results of the
self-assessment, and its declaration is as follows:

1. The company is aware that the establishment, implementation, and maintenance of the
internal control system is the responsibility of the board of directors and managers of the
company. The company has established the system to provide consistent results in terms of
operational effectiveness and efficiency (including profitability, performance, and asset
security, etc.), reporting reliability, timeliness, transparency, compliance with relevant
regulations, relevant laws, and regulations, providing the guarantee of the rationality.

2. The internal control system has its inherent limitations. Regardless of how well the design is
perfected, an effective internal control system can only provide reasonable assurance of
the achievement of the above three objectives. Moreover, due to changes in the
environment and conditions, the effectiveness of the internal control system may change.
However, the company's internal control system has a self-monitoring mechanism; once
the identification is missing, the company takes corrective action.

3. The company judges whether the design and implementation of the internal control system is
effective based on the judgment of the effectiveness of the internal control system as
stipulated in the “Regulations Governing Establishment of Internal Control Systems by
Public Companies” (hereinafter referred to as “regulations.”) The internal control system
judgment project adopted in the “regulations” is based on the process of management
control, and the internal control system is divided into five components: 1. Control
environment, 2. Risk assessment, 3. Control operation, 4. Information and communication,
and 5. Supervised operations. Each component also includes several items. Please refer to
the “regulations” for the above items.

4. The company has adopted the above internal control system to judge the project and evaluate
the effectiveness of the design and implementation of the internal control system.

5. Based on the results of the previous assessment, the company believes that the internal
control system (including supervision and management of subsidiaries) of the company on
December 31, 2019 includes the understanding of the operational effectiveness and
efficiency objectives, and the design and implementation of the internal control system,
which is reliable, timely, transparent and in compliance with relevant regulations and
relevant laws and regulations, is effective and can reasonably ensure the achievement of
the above objectives.

6. The declaration will become the main content of the company's annual report and public
handbook, and will be made public. If the content of the above disclosure is illegal or
concealed, it will involve legal liabilities such as Articles 20, 32, 171, and 174 of the
Securities and Exchange Act.
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7. The declaration was approved by the board of directors of the company on March 20, 2020.
Among the seven directors, no one disagreed, and the rest agreed with the contents of the
declaration and stated the statement.

Speed Tech Corp.
Chairman of the board of directors: Tsai Chen-Lung Signed

General Manager: Tsai Chen-Lung Signed
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(2) Entrusted an accountant to review the internal control system shall disclose the review report:
None.

(10) For the recent year as of the date of the annual report had been printed, the company and its internal
personnel were punished under the law, the result of the punishment may have a significant impact
on shareholders ’equity or the price of the securities, and specify the content of the punishment, and
the improvement, major defects, and the penalties for the company’s internal personnel who violates
the internal control system: None.

(11) For the recent year as of the date of the annual report had been printed, the important resolutions of

the shareholders’ meeting and the board of directors.

Shareholders’
meeting/ board
of directors

Date

Important Matters

Result of resolution
and implementation

the new directors and their representatives’
non-compete behavior.

1. Approved the operation performance report
and financial statements of the Company for
the year of 2018.
2. Approved the earnings distribution of the
Every approved
Company for the year of 2018.
, matter and
3. Approved the amendment of the Company’s . - .
w N discussion will be
Shareholders’ Company Act. implemented after
. June 26,2019 | 4. Approved the amendment of the “Procedures
meeting ... . . the approval of
for the Acquisition or Disposal of Assets” of
proposals by the
the Company. attendin
5. Approved the re-election of the directors and g
. shareholders.
supervisors of the Company.
6. Approved the dismission of the restriction of

Interim Board
Meeting

June 26, 2019

1. Approved the 13" chairman election of the
Company.

2. Approved the establishment of the “Standard
procedures for handling the requirements
proposed by the directors.”

The discussion
proposal was passed
without a dissent by
the attending
directors.

1. Approved the appointment of the 5™ member
of the Remuneration Committee.

The discussion
proposal was passed

of the seal used for endorsement guarantee.

Intle;/rllgtil?]%ard Auggitglz without a _dissent by
the attending
directors.

Except for the legal
person
representatives of
1. Approved the bank financing credit. the directors in case
2. Approved the various suggestions of the 2 and 3 that shall
implementation of the approval by the avoid the
Board of Remuneration Committee. participation and
Directors October 2, 2019 3. Approved the issuance of restricted discussion due to
employee’s equity new stock. the stake motion,
4, Approved the adjustment of the custodian the discussion

proposal was passed
without a dissent by
the attending
directors.
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1. Approved the bank financing credit. Except for the legal
2. Approved the audit plan for the year of 2020. person
3. Approved the appointment of certified representatives of
accountants and the independence and the directors in case
adaptability assessment of the accountants for the | 4 that shall avoid
year of 2020. _ _ the participation
Board of November 1, | 4. Approved the various suggestions of the and discussion due
Directors 2019 implementation of the approval by the to the stake motion
Remuneration Committee. the discussion '
5. Approved the Company’s engagement in proposal was passed
forward foreign exchange transactions. without a dissent by
6. Approved the investment in Caldigit Holding the attending
(Cayman). directors.
1. Approved the bank financing credit.
2. Approved the remuneration distribution of
the employees, directors, and supervisors.
3. Approved the operation performance report
and financial statements of the Company for
the year of 2019.
4. Approved the earnings distribution of the
Company for the year of 2019.
5. Approved the cooperation with the internal
adjustment of the certified accounting firm to
change the accountants. The discussion
Board of 6. Approved th.e “offal and waste management” pr'oposal was passed
Directors March 20, 2020 of the establishment of production loop. without a dissent by
7. Approved the amendment of the “seal the attending
management procedures.” directors.
8. Approved the internal control system report
for the year of 2019.
9. Approved the buy-back shares of the
issuance of restricted employees’ equity new
stocks, and the establishment of capital
reduction base date.
10. Approved the regular shareholders' meeting
date and convening matters of the Company
for the year of 2020.
1. Approved the bank financing credit. The discussion
Board of 2. Approved the investment in Cyber Acoustics | proposal was passed
. May 8, 2020 (USA). without a dissent by
Directors .
the attending
directors.

(12) For the recent year as of the date of the annual report had been printed, the director or supervisor
has different opinions on the important resolutions passed by the board of directors and has a record or

written statement, its main content: None.

(13) For the recent year as of the date of the annual report had been printed, the summary of resignation
and dismissal of persons involved in financial report (including chairman of the board of directors,
general manager, accounting supervisor, financial supervisor, internal audit supervisor, corporate
governance manager, and research and development supervisor):
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4. The Information of Accountant Public Allowance

(1) The grading table of the information of accountant public allowance

Name of Accounting firm Name of Accountant Audit Period Remark
PricewaterhouseCoopers . - January 1, 2019 to
Tai Huang ,Shih-Chun | Yeh ,Tsui-Miao December 31, None
aiwan 2019

Unit: NT$ thousand

1 Public allowance items Audit Non-Audit
Amount grading public public Total
allowance allowance

1 | Less than NT$ 2,000 thousand - \/ \

9 NT$ 2,000 thousand (inclusive) to v i v
NT $4,000 thousand

3 NT$ 4,000 thousand (inclusive) to ) ) )
NT$ 6,000 thousand

4 NT$ 6,000 thousand (inclusive) to ) ) )
NT$ 8,000 thousand

5 NT$ 8,000 thousand (inclusive) to ) ) )
NT$ 10,000 thousand

6 More than NT$ 10,000 thousand ) ) )
(inclusive)

(2) The non-audit public allowance is more than one quarter of the audit public allowance paid to
the certificated accountant, the certificated accountant's firm, and his/her affiliated
companies, and shall disclose the amount of audit and non-audit public allowance and
non-audit services: None.

(3) Replacing the accounting firm and the auditing public fee paid in the replacement year is lower
than the auditing public fee in the previous year, shall disclose the amount of before and
after audit public allowance and its reason: None.

(4) If the audit public fee is reduced by more than 15% compared to the previous year, the amount,
proportion, and reason for the audit public allowance reduction shall be disclosed: None.

5. The Information of Changing Accountants:
(1) In terms of former accountants:

March 20. 2020

Change Date (The date of the approval of the board of directors)

Reason and The reason for the accountant's change in the company since
explanation for 2020 was mainly due to the adjustment of the internal duties of
changing the accounting firm.
. . Litigant Accountant Entrustee
Explain the entrustee |Circumstance
or the termination of |Actively terminate the | Not applicable Not applicable
the accountant or  [entrusting
rejection for being  [No longer accept Not applicable Not applicable
entrusted (continue) the
entrusting




Comments and reasons
for issuing audit
reports other than None

unqualified opinions in

the latest two years

Accounting principles or practices
Disclosure of financial report
Is there any Yes Audit scope or procedures
disagreement with the Others
issuer?
None \Y
Explanation

Other disclosed
matters (Article 10,
paragraph 6, section

1-4 to 1-7 of the None
guideline shall be
disclosed.)
(2) In terms of successor accountant:
Name of Accounting firm PricewaterhouseCoopers Taiwan
Name of Accountant Shih-Chun Huang, Tsui-Miao Yeh

March 20. 2020
Entrusted Date
(The date of the approval of the board of directors)

Accounting treatment methods or
accounting principles for specific

transactions and advisory matters and

results that may be issued for None
financial reporting prior to

appointment

Written opinion of the successor

accountant on the different opinions None

of the former accountant

(3) The reply letter of the former accountant to the three matters of Article 10, paragraph 6, section 1 to 2 of
the Principles: Not applicable.

6. The company's chairman, general manager, manager that is responsible for financial or
accounting affairs, has worked in the accountant's affiliated firm or its affiliated companies in the
past year: None.
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7. For the recent year as of the date of the annual report had been printed, the directors,
supervisors, managers and shareholder equity transfer and shareholding pledge changes with
a shareholding ratio of more than 10%:

(1) Changes in shareholdings of directors, supervisors, managers and major
shareholders.

Unit: Shares

2019

Current year as of April 13

Increase

Increase

Title Name (decrease) in | (decrease) in | Increase (decrease) in Ir]crease (decrease)
the number | the number the number of in the number of
of of pledged shareholdings pledged shares
shareholdings|  shares
. Hong Kong Lian Tao
Chairman Electronics Co., Ltd 0 0 0 0
Repfesentative Tsai,Chen-Lung 45,000 0 55,000 0
. Hong Kong Lian Tao
Director Electronics Co., Ltd 0 0 0 0
Ko esentative Yeh,Yi-Ling 0 0 0 0
Director Fan,Kuo-Chi 0 0 0 0
. Hong Kong Lian Tao
Director Electronics Co., Ltd 0 0 0 0
Representative c hen,Lll-Sen . .
of Director (Resign date: June 26, 0 0 Not applicable | Not applicable
2019)
. Hong Kong Lian Tao
Director Electronics Co., Ltd 0 0 0 0
(F;f pDri(iZi?é?tlve Huang, Chao-Jen 0 0 0 0
. Hong Kong Lian Tao
Director Electronics Co., Ltd 0 0 0 0
. Chen, Ho-Chun
51? pDri(iZi?é?tlve (Dismission date: (18,000) 0 Not applicable | Not applicable
September 6, 2019)
Repesentative Chang, Chi-Jen 0 0 0 0
. ASUS INVESTMENT CO.,
Supervisor LTD. 0 0 0 0
Efghesgf‘vtzg‘;e Lin,Chiu-Tan 0 0 0 0
Supervisor Tsia, Chia-Wei 0 0 0 0
Supervisor Hsu,Chia-Te 0 0 0 0
General Chen,Li-Sen
ismission date: March 25, : ot applicable ot applicable
Manager (Dismission date: March 25,| (38,000) 0 N licabl N licabl
g 2019)
f/lzr;ggae'r Tsai,Chen-Lung 45,000 0 55,000 0
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Managerial

Yu, Chan-Shiang

Officer
Managerial .
Officer Chang, Chi-Jen 0 0 0
Major Hong Kong Lian Tao 0 0 0
Shareholder Electronics Co., Ltd

Liu, Chung-Shin Not applicable | Not applicable
glicizgglrdent (Dismission date: June 26, 0

2019)

In_dependent Chan, He-Bo 0 0 0
Director
In_dependent Liu, Tsung-Heng 0 Not applicable | Not applicable
Director
Independent .
Director Chung, Ding-Chun 0 0 0
Manager of
Financial Chuang, Yueh-Tung 0 0 0
Department
Manager of
Accounting Chuang, Yueh-Tung 0 0 0
Department

(2) The relatives of the company's directors, supervisors, managers and major shareholders'

shareholdings in the most recent year that are related parties: None.

(3) The relatives of the company's recent directors, supervisors, managers and major shareholders'

equity pledges that are related parties: None.
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8. The information of the shareholders whose shareholding ratio accounts for the top ten
shareholdings, and are related mutually or the kinship within the relationship of a spouse or a
second-degree relative:

The information of the shareholders whose shareholding ratio accounts for the top ten shareholdings, and are related mutually

The title or names and
relationships of the
top ten shareholders
Shareholding of the person| Shareholding of the | Shareholdings in other’s who have a
him/herself spouse, minor children name relationship mutually
Name or are relatives of a | Remark
spouse or a
second-degree relative

Title
(or  |Relationship
Name)

Number of Ratio of  |Number of| Ratioof |Number of| Ratio of
Shares | Shareholding | Shares [Shareholding| Shares [Shareholding

Hong Kong Lian Tao
Electronics Co., Ltd
Representative:
Wang, Lai-Sheng

51,989,551 30.65% 0 0.00% 0 0.00%| None None None

Likang Enterprise
Management Consulting
Co., Ltd.

Representative:

12,407,369 7.31% 0 0.00% 0 0.00%| None None None

Public Service
Retirement Pension
Fund Management
Committee

8,333,000 4.91% 0 0.00% 0 0.00%| None None None

Fubon Life Insurance

Co., Ltd. 8,231,000 4.85% 0 0.00% 0 0.00%| None None None

ASUS INVESTMENT
CO.,LTD.
Representative:
Tong,Zixian

8,000,000 4.72% 0 0.00% 0 0.00%| None None None

New Labor Pension

Fund 4,293,500 2.53% 0 0.00% 0 0.00%| None None None

Lin,Jin-pen 3,662,000 2.16% 0 0.00% 0 0.00%| None None None

Allianz Global Investors
Taiwan Fund custody by
Mega International 3,478,000 2.05% 0 0.00% 0 0.00%| None None None
commercial bank

Allianz Global Investors
Taiwan Technology

Fund custody by Hua 2,600,000 1.53% 0 0.00% 0 0.00%| None None None
Nan Bank

The old pension of labor
retirement fund for the
year of 2015 initially
custoby by AllianZ
Group second
investment account

2,004,500 1.18% 0 0.00% 0 0.00%| None None None
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9. The number of shares held by the company, the company's directors, supervisors, managers

and the company directly or indirectly controlled by the company in the same re-investment

business, and combined to calculate the comprehensive shareholding ratio :

comprehensive shareholding ratio

Unit: Share; %

Investment of the company

Directors, supervisors,
managerial officer, and

Comprehensive

. . directly or indirectly control Investment
Re-investment Business : .
(Notes) the investment business
Number of Shareholding | Number of | Shareholding | Number of | Shareholding
Shares ratio Shares ratio Shares ratio
STECH 4,338
INTERNATIONAL 4’33§atr?r‘;25and 100% - , thousand 100%
CO.,LTD. sahres
. 15,330
TlanShur_l Technology 15,330 thousand 100% ) i thousand 100%
Corporation sahres
sahres
TOYOSHIMA 0 0
CORP.(M) SDN.BHD. J 100% - } } 100%
Speedtech(HK) CO 28,085 thousand 28,085
pee . ! 100% - - thousand 100%
Limited sahres
sahres
i?gedtech(LS-ICT) Co., i 100% ) i i 100%
Castle Roc Inc. 160 thousand | 4 54 0 0 160 thousand | 5 0,
sahres sahres
- 12,578
Z|Y|Maq Industry 12,578 thousand 37.00% 0 0 thousand 37.00%
Corporation sahres
sahres
Speed Tec Corporation 600 thousand 25.00% 0 0 600 thousand 25.00%
sahres sahres
Beijin Speed Tec i ) 0 100% i 100%
Corporation
Shenzher} Speed Tec i ) 0 100% i 100%
Corporation
Dongguan LuxShare-Ict ) ) 0 60% ) 60%
Precision Industry
LuxShare-Ict Precision ) ) 0 51% ) 51%
Industry

Notes: Refers to the adoption of long-term investment in equity method of the company.
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1. Capital and Shares

(1) Sources of Share Capital

4. Fund Raising

Sources of Share Capital

Unit: Except for the denomination per share is NT$, the rest is NT$ 1,000; thousand shares

Issued Approved share capital Paid-in share capital Remark
Year/Month price Deducting shares
(NT$) | Numberof | pone | NUMBer i Amount Sources of Share Capital ~|from property other | Others
Shares of Shares than cash
October, 1990 1,000 6 6,000 6 6,000|Established share capital - -
December, 1995 10 5,000 50,0000 5,000 50,000 fj%'é%' Increase by cash - )
Capital increase by cash - -
May, 1998 165,000
(Notes 1) 10 70,000 700,000 25,000 250,000 Retained earnings transferred
35,000
Capital increase by cash - -
June, 1999 61,250
(Notes 2) 10 70,000 /00,0001 32,179 321,793 Retained earnings transferred
10,543
January, 2000 Capital increase by cash - -
(Notes 3) 10 70,000 700,000[ 34,432 344,319 22526
Capital reserve transferred - -
June, 2000 12,223
(Notes 4) 10 70,000 700,000 39,471 394,711 Retained earnings transferred
38,169
Retained earnings transferred - -
55,260
May, 2001 Capital reserve
(Notes 5) 10 110,000 1,100,000| 46,247 462,468 transferred3,947
Employee bonus transferred
8,550
Retained earnings transferred - -
July, 2002 32,372
(Notes 6) 10 110,000 1,100,000 50,076 500,760 Employee bonus transferred
5,920
Convertible corporate bonds - -
December 2002 | 110000 1,100,000 63,018 630,183|transferred to common shares
(Nots 7)
129,423
February, 2003 Consolidated transferred of - -
(Notes 8) 10 110,000 1,100,000 64,501 645,018 issuing new shares 15,000
Convertible corporate bonds - -
March, 2003 10 110,000 1,100,000 66,135 661,350(transferred to common shares
(Notes 9) 16,332
Julv 2003 Convertible corporate bonds - -
Y 10 110,000 1,100,000 67,716 677,164|transferred to common shares
(Notes 10) 15.814
Convertible corporate bonds - -
October 2003 10 110,000 1,100,000 67,724 677,239|transferred to common shares
(Notes 11) 75
Retained earnings transferred - -
92,589
November 2003 Employee bonus transferred
(Notes 12) 10 280,000 2,800,000| 126,400 1,263,998 16,937
Consolidated Toyoshima
issuing new shares 477,233
Aoril 2004 Convertible corporate bonds - -
p 10 280,000 2,800,000 127,891 1,278,912|transferred to common shares
(Notes 13) 14914
August 2005 Privately placed special - -
(Notes 14) 10 280,000 2,800,000| 147,891 1,478,912 shares 200,000
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Approved share capital

Paid-in share capital

Remark

Issued
Year/Month | price Deducting shares
Number of Number .
(NT®) | g e Amount | oo | Amount Sources of Share Capital ~|from property other | Others
than cash
Convertible corporate bonds - -
October 2005 10 280,000 2,800,000 149,422  1,494,226|transferred to common shares
(Notes 15) 15.314
Convertible corporate bonds - -
January 2006 10 280,000 2,800,000 150,011  1,500,111|transferred to common shares
(Notes 16) 5 885
Julv 2006 Convertible corporate bonds - -
y 10 280,000 2,800,000| 150,856 1,508,569|transferred to common shares
(Notes 17) 8 458
Convertible corporate bonds - -
transferred to common shares
8\‘]:;??5‘”15)006 10 280,000 2,800,000 155,375  1,553,750|178
Retained earnings transferred
45,003
Convertible corporate bonds - -
transferred to common shares
January 2007 1,715
(Notes 19) 10 280,000 2,800,000| 156,968 1,569,685 Employee stock warrants
transferred to new shares
14,220
. Capital increase by cash - -
April 2007 285,700
(Notes 20) 10 280,000 2,800,000, 185,538 1,855,385|289,
Aoril 2007 Employee stock warrants - -
J 10 280,000 2,800,000| 185,775 1,857,755|transferred to new shares
(Notes 21) 2370
Employee stock warrants - -
October 20071 4, 280,000 2,800,000 186,987  1,869,875transferred to new shares
(Notes 22) 12 120
Cancellation of treasury - -
'(\,/'\laorg; 2%?8 10 280,000  2,800,000{ 178,987|  1,789,875|capital reduction 8,000
thousand shares
Privately placed capital - -
November 2008 | 280,000 2,800,000 218,987  2,189,875|increase 40,000 thousand
(Notes 24)
shares
Cancellation of treasury - -
(D,\fgfe”;g%r) 2008 | 280,000  2,800,000] 209,987|  2,099,875|capital reduction 9,000
thousand shares
Privately placed special
March 2009 shares re-issued public
(Notes 26) 10 280,000 2,800,000 209,987 2,099,875 issuance of 20,000 thousand ) i
shares
September 2009 Privately capital increase ) )
(Notes 27) 10 280,000 2,800,000| 239,987 2,399,875 30,000 thousand shares
Employee stock warrants - -
8\‘]3;?25”2;)010 10 400,000  4,000,000{ 240,087|  2,400,375|transferred to new shares 500
thousand shares
Cancellation of treasury - -
(N,\j’(‘)’tee':gg; 20101 4 400,000  4,000,000] 233587|  2,335,875|capital reduction 6,450
thousand shares
August 2012 Capital reduction 96,787 - -
(Notes 30) 10 400,000 4,000,000| 136,800 1,368,000 thousand shares
March 2013 Privately capital increase - -
(Notes 31) 10 400,000 4,000,000, 167,800 1,678,000 31,000 thousand shares
Restrcited employees’ equity - -
(N,\?(‘)’t‘:s”gg; 20091 19 400,000  4,000,000{ 169,645 1,696,450|new stock 1845 thousand

shares

Notes 1: Approved by the Taiwan Financial Certificate (I), Letter No. 37460, the Securities and Futures Commission of the
Ministry of Finance on May 11, 1998 (1998).
Notes 2: Approved by the Taiwan Financial Certificate (I), Letter No. 55534, the Securities and Futures Commission of the
Ministry of Finance on June 25, 1999 (1999).
Notes 3: Approved by the Taiwan Financial Certificate (I), Letter No. 1124186, the Securities and Futures Commission of the
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Notes 13:
Notes 14:
Notes 15:
Notes 16:
Notes 17:
Notes 18:

Notes 19:
Notes 20:

Notes 21:
Notes 22:
Notes 23:
Notes 24:
Notes 25:
Notes 26:
Notes 27:
Notes 28:
Notes 29:
Notes 30:
Notes 31:
Notes 32:

Ministry of Finance on January 11, 2000 (2000).

Notes 4: Approved by the Taiwan Financial Certificate (1), Letter No. 51188, the Securities and Futures Commission of the

Ministry of Finance on June 16, 2000 (2000).

Notes 5: Approved by the Taiwan Financial Certificate (1), Letter No. 133654, the Securities and Futures Commission of the

Ministry of Finance on May 30, 2001 (2001).

Notes 6: Approved by the Taiwan Financial Certificate (1), Letter No. 0910136474, the Securities and Futures Commission of the

Ministry of Finance on July 3, 2002 (2002).

Notes 7: Approved by the Taiwan Financial Certificate (I), Letter No. 0910144446, the Securities and Futures Commission of the
Ministry of Finance on August 7, 2002 (2002).

Approved by the Letter No. 09201017240 of Ministry of Economic Affairs on January 16, 2003.

Notes 8: Approved by the Taiwan Financial Certificate (1), Letter No. 0910165944, the Securities and Futures Commission of the

Ministry of Finance on December 25, 2002 (2002).

Notes 9: Approved by the Letter No. 09201114730 of Ministry of Economic Affairs on April 17, 2003.

Notes 10: Approved by the Letter No. 09201223020 of Ministry of Economic Affairs on July 24, 2003.

Notes 11: Approved by the Letter No. 09201295450 of Ministry of Economic Affairs on October 23, 2003.

Notes 12: Approved by the Taiwan Financial Certificate, Letter No. 0920152039, the Securities and Futures Commission of the

Ministry of Finance on November 7, 2003.

Approved by the Taiwan Financial Certificate, Letter No. 0920152653, the Securities and Futures Commission of the

Ministry of Finance on November 18, 2003.

Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.

2006.

Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.

15, 2007.

Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.
Approved by the Letter No.

09301066990 of Ministry of Economic Affairs on April 27, 2004.

09401147790 of Ministry of Economic Affairs on August 2, 2005.

09401204840 of Ministry of Economic Affairs on October 14, 2005.

09501013150 of Ministry of Economic Affairs on January 23, 2006.

095011150430 of Ministry of Economic Affairs on July 18, 2006.

09501240560 of Ministry of Economic Affairs on October 25, 2006.

0950132167 of the Financial Supervisory Commission of the Executive Yuan on July 24,

09601009880 of Ministry of Economic Affairs on January 16, 2007.
09601069120 of Ministry of Economic Affairs on April 4, 2007.
0950161696 of the Financial Supervisory Commission of the Executive Yuan on January

09601077850 of Ministry of Economic Affairs on April 16, 2007.
09601261230 of Ministry of Economic Affairs on October 24, 2007.
09701062990 of Ministry of Economic Affairs on March 14, 2008.
09701289910 of Ministry of Economic Affairs on November 13, 2008.
09701314910 of Ministry of Economic Affairs on December 16, 2008.
09801051810 of Ministry of Economic Affairs on March 18, 2009.
09801219740 of Ministry of Economic Affairs on September 23, 2009.
09901228000 of Ministry of Economic Affairs on October 20, 2010.
09901249400 of Ministry of Economic Affairs on November 8, 2010.
10101174320 of Ministry of Economic Affairs on August 23, 2012.
10201053410 of Ministry of Economic Affairs on March 27, 2013.
10801157710 of Ministry of Economic Affairs on November 22, 2019.

May 8, 2020 / Unit: Share

Type of

Approved Share Capital

Shares

Outstanding Shares

(Notes)

Remark

Unissued Shares Total

Common
Shares

169,645,000

230,355,000 400,000,000 | None

Notes: Among them, 1,845,000 shares are trust.

Relevant information of the approval for shelf registration system: None.
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(2) Shareholders Structure

Shareholders Structure

Book Closure Date: April 28, 2019

Shareholder Overseas
structure Financial Other Foreign juridical
Government Institute juridical Individual | institute and person Total
! person outsider (Chinese
Quantity investment)

People 4 35 40 10,381 36 1 10,497
Shareholding 15,353,000 22,650,465 24,052,063 50,532,917 5,067,004 51,989,551 169,645,000
Sh;aet;g Iféfing 9.05% 13.35% 14.18% 29.79% 2.99% 30.65% 100.00%
(3) Share Dispersion

Share Dispersion
Book Closure Date: April 28, 2019

. Number of . Ratio of
Shareholding Grade Shareholder Number of Shareholding Shareholding

1~ 999 2,953 643,462 0.38%

1,000 ~ 5,000 6,081 11,930,185 7.03%

5,001 ~ 10,000 700 5,583,640 3.29%

10,001 ~ 15,000 224 2,896,974 1.71%

15,001 ~ 20,000 133 2,462,778 1.45%

20,001 ~ 30,000 130 3,420,711 2.02%

30,001 ~ 50,000 68 2,469,111 1.46%

30,001 ~ 40,000 47 2,198,470 1.30%

50,001 ~ 100,000 68 4,853,208 2.86%

100,001 ~ 200,000 41 5,861,565 3.46%

200,001 ~ 400,000 23 6,334,000 3.73%

400,001 ~ 600,000 5 2,217,000 1.31%

600,001 ~ 800,000 7 4,851,000 2.86%

800,001 ~ 1,000,000 2 1,826,000 1.08%

More than 1,000,001 15 112,096,896 66.08%
Total 10,497 169,645,000 100.00%

Notes: The amount per share is NT$ 10.
(4) List of Major Shareholders
List of Major Shareholders
Number of Ratio of

Name of Major Shareholders/Shares

Shareholding

Shareholding

Hong Kong Lian Tao Electronics Co., Ltd

51,989,551

30.65%
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Representative:
Wang,Lai-Sheng
Likang Enterprise Management Consulting

Co., Ltd. 12,407,369 7.31%
Representative:

Public Service Retirement Pension Fund

Management Committee 8,333,000 4.91%
Fubon Life Insurance Co., Ltd. 8,231,000 4.85%
ASUS INVESTMENT CO., LTD.

Representative: 8,000,000 4.72%
Tong,Zixian

New Labor Pension Fund 4,293,500 2.53%
Lin,Jin-pen 3,662,000 2.16%

Allianz Global Investors Taiwan Fund custody
by Mega International commercial bank 3,478,000 2.05%

Allianz Global Investors Taiwan Technology
Fund custody by Hua Nan Bank 2,600,000 1.53%

The old pension of labor retirement fund for
the year of 2015 initially custoby by AllianZ 2,004,500 1.18%
Group second investment account

(5) Price per share, net worth, earnings, dividends, and related information for the recent two years
Information of price per share, net worth, earnings, and dividends

Year Current year as of
2018 2019 March 31, 2020
Items
Pri h Highest 69.20 94.80 89.20
“(lekl)’teers Sl )are Lowest 54.60 54.60 42.45
Average 56.51 70.64 71.63
Net worth per [Before distribution 11.89 11.89 12.14
share .
(Notes 2) After distribution 11.89 11.89 12.14
. Weighted average number off 447 541 999 167,800,000 167,800,000
Earnings per [shares
share Earnings per share
(Notes 3) 1 2.19 0.85
Dividend in cash 0 0.5 0
. Stock [0 0 0 0
Dividend per Grant [0 0 0 0
share -
Accumulated unpaid 0 0 0
dividends (Notes 4)
Analysis of |P/E_(Notes 2) 56.51 32.26 84.27
investment |P/D ( Notes 3) 0 141.28 0
compensation [Dividend yield (Notes 4) 0 0.01 0
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Notes 1: Confirm after the earnings distribution is adopted by the resolution of the shareholders' meeting of the current year
(2018).

Notes 2: P/E ratio = average closing price per share / earnings per share for the year.

Notes 3: P/D ratio = average closing price per share / cash dividend per share.

Notes 4: Dividend yield = cash dividend per share / average closing price per share for the year.

(6) Company dividend policy and implementation

1. Dividend Policy
According to the content of dividend policy established by the company’s Articles of
Incorporation, the profitability of the company in accordance with the current year (ie, the
profit before tax is deducted from the employee's remuneration and the benefits before the
compensation of the Board of Directors to make up for the loss,) if there is still a balance, the
employee shall be paid not less than 3% of the employee remuneration and no more than 3%
of the director and supervisor remuneration. The employees' remuneration is based on shares
or cash while the directors' compensation can only be paid in cash and shall be reported to the
board of directors with more than two-thirds of the directors' attendance and a majority of the
directors' consents.
If the company still has the earnings in the final accounts every year, it shall first pay taxes
and make up for losses in accordance with the law. Secondly, withdraw 10% of the retained
earnings for legal reserve; however, if the legal reserve has reached the total amount of capital
of the company shall not apply. In addition, after the special capital reserve is withdrawn or
reversed according to the relevant laws and regulations, jointly with the undistributed earnings
at the beginning of the same period as the accumulated distributable earnings of the
shareholders, which the board of directors shall prepare the earnings distribution and submit to
the shareholders' meeting for resolution.
The distribution of earnings shall give priority to the net profit after tax in the current year.
However, under the principle of balancing dividends, the undistributed earnings in the
previous year shall be provided for the allocation of net profit after tax after the year. The
distribution of dividends is mainly based on the company's future expansion of operating plans
and cash flow requirements; the earnings distribution can be issued by cash or dividends,
among them, cash dividends shall not be less than 10% of the total dividends. The ratio of the
above-mentioned earnings providing distribution and the cash dividend of the shareholders
may be adjusted by the resolution of the shareholders' meeting depending on the actual profit
and fund status.

2. The dividend distribution proposed by the shareholders’ meeting

(1) The net profit after-tax in 2019 was NT$ 366,749,559, the proposal of earnings
distribution table is as follows:
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Speed Tech Corp.
The 2019 Earnings Distribution Table

Unit: NT$
Items Amount
The undistributed earnings at the beginning 204,413,925
Increase: Current changes of actuarial gains and losses -10,992,500
Increase: Annual net profit after-tax 366,749,559
Decrease: Withdraw 10% legal reserve -36,773,021
Decrease: Reversed special capital reserve -11,808,415
Distributable earnings 511,589,548
Distributing Items:
Shareholders bonus 84,792,500
Undistributed earnings at the end 426,797,048

(2) Because the current year proposed not to distribute the employee remuneration and the
compensation of directors and supervisors.

3. Explanation of the expectation for the significant change of dividend policies: None.

(7) The impact of the proposal of stock grant by the shareholders’ meeting on the company’s operating
performance and the earnings per share

The 2019 earnings distribution plan proposed by the shareholders’ meeting has no stock grant;
therefore, there has no impact on the company's operating performance and earnings per share.

(8) The employee, directors, and supervisor remuneration

1. To motivate employees and the operating teams, if, the number or scope of compensation for
employees, directors, and supervisors as established in accordance with the Articles of
Incorporation based on the pre-tax profit of the current year still has a balance after deducting
the benefits of the employees and the benefits before the compensation of the directors, the
employee shall be paid no less than 3% of the compensation and the remuneration of the
director and supervisor shall not exceed 3%. Moreover, the employee remuneration shall be
paid by shares of cash while the compensation of director and supervisor can only be paid by
cash, and shall reported to the board of directors with more than two-thirds of the directors'
attendance and more than half of the directors' consents.

2. The estimated compensation for the employee's remuneration and the amount of the
remuneration of the directors and supervisors, the basis for the calculation of the number of
shares re-issued by the stocks, and the accounting for the actual amount of the disbursement
are different. :

(1) Current estimated basis: The calculation of the remuneration of employee of the company
is based on the undeducted employee remuneration and the directors’ pre-tax net profit
before the compensation multiply the distributed value scope set by the company’s
Articles of Incorporation.
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(2) Currently, the company’s employee remuneration and the compensation of directors did
not distribute shares.

(3) Accounting treatment when there is a difference between the actual distributed amount

and the estimated number of the current period:
The employees' remuneration and directors’ compensation are estimated in accordance
with the Interpretation Letter, No. 052 of ARDF (96) to estimate the amount of the
remuneration of the employee and directors; also, it is classified as an appropriate
accounting subject under operating costs or operating expenditures based on the
employee's remuneration and the nature of the director's compensation. Afterward, if there
is any discrepancy between the resolutions of the board of directors and the financial
statements, it will be regarded as an estimation change and is included in the current profit
and loss.

3. The adoption of distributing remuneration by the board of directors:

(1) Employee compensation paid by cash or stock and the amount of compensation for

directors and supervisors:

The 2019 employee remuneration and director compensation distribution, the distribution

that has been resolved by the board of directors on March 20, 2020 is as follows:

(D Distributed employee remuneration by cash NT$ 12,486 thousand.

(@ Distributed director compensation by cash NT$ 0.

(@There is no difference between the amount of cash remuneration paid by the board of
directors and the amount of directors' remuneration and the annual estimated amount of
the recognized expenditures.

(2) The ratio of the employee's remuneration distributed by the stock and the total net profit
after tax and the total amount of employee compensation in the current period: the board
of directors does not propose to distribute the employees' compensation by stock, so it is
not necessary to disclose.

4. The actual distribution of compensation for employees, directors, and supervisors in the
previous year (including the number of shares, amount, and share price,) and the

difference between the recognition of employees, directors and supervisors, and shall state

the discrepancy, reasons, and the handling process:

The 2018 employee remuneration and director compensation distribution, the distribution

has been resolved by the board of directors on March 11, 2019:

(1) Distributed employee remuneration by cash NT$ 6,859 thousand.

(2) Distributed director compensation by cash NT$ 0.

(9) The company bought back the shares of the company: The recent year as of the date of the annual
report had been printed, the company has not bought back the company’s shares.

2. Processing the corporate bonds: None.

3. Processing the special shares: None.

4. Processing oversea trust warrant: None.
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5. Processing the employee stock warrant:

(8) The performance of the employee stock warrant by unexpired employee and its impact on the

equity of shareholders

April 13, 2020

First (Term)

Type of the employee stock warrant
p ROY The employee stock warrant

Effective Date of the Application July 2,2018
Issued (Processing) Date (Notes 3) October 19,2018
Number of Issued Unit 5,000

Issued Subscription Accounted for
the Ratio of the Total Number of 2.98%
the Issued Shares

The existing period of subscription October 19, 2021 ~ October 18, 2024

Method of Performance (Notes 2) Issued new shares

Duration of

Subscription Warrant  Exercisable share ratio

Period of Restricting Subscription

Expired for 3 years 30%
and Ratio (9)
Expired for 4 years 30%
Expired for 5 years 40%
Number of subscriptions acquired 0
Amount of subscription
0
implemented
Number of subscriptions has not
5,000,000
been implemented
Subscribed Price Per Share of not
NT$ 40.1

implementing Subscription

The number of unexamined shares
accounted for the ratio of the total 2.98%
number of issued shares (%)

After two years from the expiration of the employee
stock warrant, the subscription can be performed
according to the issuance method, so there is no
significant impact on the shareholders' right.

Impact on Shareholders’ Right

Notes 1: The handling of employee stock warrant includes the publicly placed and privately placed employee stock warrant.
The processing publicly placed employee stock warrant refers to the effectiveness through the Financial Supervisory
Commission; the processing privately placed employee stock warrant refers to the approval by the resolution of the
shareholders’ meeting.

Notes 2: Shall clearly state the issued shares or issued new shares.
Notes 3: If the issued (processed) date is different, it shall be separately listed.
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(b) The managerial officer who have acquired employee stock warrant and the top ten employees
who have acquired employee stock warrant and their acquisition

Performed Not yet performed
of the of the ;
number of number The ratio
acquired of _ of the
Number of |  stock | price of o of subscribe N price of Prlfce numbe_rof
Title Name acquired warrant Numbgro Prlce_o Prlce_o d Numbt_aro Prlce_o 0 _subscrlt?ed
stock warrantaccounting subscribed [subscribed| subscribed accounti subscribed subscribe|subscri|accounting
for the total shares shares shares shares d shares| bed [for the total
ng for h ber of
number of the total shares nu_m er o
issued number I::::If
stock of issued
stock
Managerial None None None None None None None None None | None | None
. None
Officer
Lin,
Director Guo-Chi
n
. Chung,
Director Chieh
. Pan,
Director Li-Ray
. Hao,
Director Chieh
:;?122;2: Li, Min 58,345
Employee - 1,455,000 0.87% 0 0 0 0 1,455,000 40.1 T 0.87%
PIoy! Managerial | Chang, ° 500 0
Officer | Chi-Jen
. Pan,
s e
g eh
Deputy Xu,
manager |Hui-Min
Managerial | Wang,
Officer Tao
Managerial | Hsu,
Officer |Li-Chun
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6. The Processing of the New Restricted Employee Shares:

(a) The performance of restricted employees’ equity new stock that has not yet achieved vesting
conditions and its impact on the equity of shareholders

April 28, 2019

Type of the new restricted employee

shares

First (Term)
The New Restricted Employee Shares

Effective Date of the Application

October 24, 2018

Issued Date (Notes 1)

Has not issued yet

Number of the issued new restricted

employee shares

Has not issued yet

Issued price

NT$ 10

The number of the new restricted
employee shares accounted for the ratio
of the total number of issued shares (%)

Has not issued yet

Vesting conditions of the new restricted

employee shares

Vesting conditions:

1. After the employee has been distributed the new restricted employee
shares, the individual performance conditions must meet the
performance level of A (inclusive); if the performance level is lower
than A, the employee is deemed to be failed to meet the vesting
conditions.

2 ~ The company’s performance conditions will base on the operating
income or operating net profit in the consolidated financial statements
of the most recent year in which the vesting period expires as follows:
(1) First year: Operating income increased by 20% or more compared to
the previous year.

(2) Second year: The net profit after tax is 15% (inclusive) or more than

the previous year.

(3) Third year: The net profit after tax is 15% (inclusive) or more than

the previous year.

(4) The net profit after tax is “the net profit of the current period that is
attributable to the owner of the parent company” as verified by the
accountant with certificates.

3 ~ After the individual performance conditions and the company's
performance conditions are met simultaneously, the proportion of the
highest share of the employees that can be obtained in each of the year
according to the service conditions is as follows: :

(1) After being distributed and the serving term has reached one year,

can be assigned 30% of the shares.

(2) After being distributed and the serving term has reached two years,

can be assigned 30% of the shares.

(3) After being distributed and the serving term has reached three years,

can be assigned 40% of the shares.

Restrictions of the new restricted

employee shares

1. Where the company issues the new restricted employee shares, the
employees shall be delivered to the trust institution designated by the
company immediately after being distributed for the trust, and the
employee shall not request the trustee to return the new shares of the
employee's rights for any reason or manner.

2. Before the vesting conditions are met, they may not be sold, pledged,
transferred, donated, set, or otherwise classified except for inheritance.

3. Before the employees meet the vesting conditions, the attendance,
proposal, speech, voting rights, and other relevant shareholders' right
matters of the shareholders' meeting of the company are entrusted to
the trust custodian institution to act on their behalf.

4. In addition to the preceding provisions of the Trust Agreement,
employees are entitled to the new restricted employee shares in
accordance with the procedures. Before meeting the vesting conditions,
other rights, including but not limited to dividends, bonuses, and capital
reserve, and subscription of capital increase by cash, and voting rights,
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etc., are the same as the issued ordinary shares of the company.

Custody of the new restricted employee

shares

Deliver to the trust institute

The handling process of the employees
fail to reach vesting conditions after being

acquired or subscribed for new shares

The new restricted employee shares subscribed in accordance with the
procedures for issuance of the new restricted employee shares, if it does not
meet the vesting conditions, the shares of the company will be all bought at
the issued price and will be cancelled.

Regained or buy back the number of the

new restricted employee shares

Has not issued yet

Revoked the number of the new restricted

employee shares

Has not issued yet

Un-revoked the number of the new

restricted employee shares

Has not issued yet

The number of the un-revoked new
restricted employee shares accounted for
the ratio of the total number of the issued

shares (%)

Has not issued yet

Impact on the shareholder’s right

It is temporarily estimated that the maximum possible reduction of
earnings per share after the expense of 2019 to 2021 in the is NT$0.11,
NT$ 0.11, and NT$ 0.15. The dilution of earnings per share of the
company is limited, so there is no significant impact on shareholders' right.
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(b) The managerial officer who acquired the restricted employees’ equity new stock and the name
of top ten acquired employees and their acquisition

Aprril, 13 2020

The ratio | Dismissed restricted equity (Notes 2) | Non-dismissed restricted equity (Notes 2)
of the
number of The ratio The ratio of
Restricted of the
| i number of the number
Restricted | P 0Yees dismissed of
employees’ equity new ISMISSE non-dismisse
. p
N f h
Title Name equity new stock umber off - ed |issued | S35 | Number of | jsseq | Issued | d shares
accounting| dismissed . . (accounting|non-dismis| i i i
stock price | price price | price | accounting
for the total| shares for the total| saq shares
for the total
number of number of
. . number of
issued issued .
issued stock
stock stock
Notes 4
(Notes 4) (Notes 4) ( )
igairrnnarnI Tsai, None | None | None
and genera Chen-Lung
manager
Development Yu,

i -Shi 5,800,00
Managerii_manager | Chan-shiang | go) 500 | 0350 | None 580,000 [NT$10 0.35%
al Officer| Finance Chung, 0

manager Yue-Tung
Speed Tech
Business |Chang, Chi-Jen
director
Director | Ju, Yung-Hao
Director | Lin, Chi-Min
Managerial
Officer Wu, De-Chi
Employee
Managerial Chang,
Officer Shen-Chao
A Managerial Chen,
Officer Guang-Yu
Managerial Wu, 723,000 | 0.43% 30 10 2929 4 000 693,000 |10~ | 693,000 0.42%
Officer Yung-Swei 0
Managerial Huang,
+ Officer Guao-Hua
Managerial .
Officer Wei, Su-Hua
Managerial Tang,
Officer | Shaun-Yuang
Managerial Wang, .
Officer Shu-Huai
(Resigned)

7. The issuance of new shares of mergers or acquisitions or transfer of shares to other companies:
None

8. Implementation of the use of fund: None
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5. Operating Overview

1. Business Matters

(1) Business Scope
1. The main content of the company's business:
(1) Electric Wires and Cables Manufacturing.
(2) Wired Communication Equipment and Apparatus Manufacturing.
(3) Manufacture of Metal Hand Tools and Die.
(4) Electronic Parts and Components Manufacturing.
(5) Copper Material Rolls over Extends and Crowing.
(6) Metal Architectural Components Manufacturing.
(7) Industrial Rubber Products Manufacturing.
(8) Industrial Plastic Products Manufacturing.
(9) Product Designing.
(10) Wholesale of Electronic Materials.
(11) Electrical and Audio-Visual Electronical Manufacturing.
(12) Computer and Consumer Electronics Manufacturing.
(13) Machinery and Equipment Manufacturing.

2. Operating business proportion
Unit: NT$ thousand; %

2018 2019
Item/Year
Amount % Amount %
Computer connector
1,022,884 20 3,564,129 32
(type c)
Headphone products 0 1,660,653 15
Acoustic products 0 1,094,689 10
Wireless Connector (RJ) 1,412,646| 28 1,109,620, 10
System assembly
0 0 513,649 5
products
Computer Connector
396,022 8 365,454 3
(RF)
Other 2,310,870 44 2,951,881 25
Total 5,133,422 100 11,260,075 100

3. Current merchandise items of the company:
The company is positioned as a "global supplier of precision parts and technical
services." Currently, the main products are various electronic connectors, which are
mainly used in mobile phones and other handheld devices, wearable devices, notebook
computers/UltraBook, tablets, desktop computers, Game Console, Netcom, cloud devices,
consumer electronics, medical equipment, information appliances, and electric vehicle
related applications.
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4. The planning new products for development:
In addition to committing to the electronic connectors, the company's new product
development focuses on connectors related to high-frequency, high-speed, thin and
light, integrated with electronic components and in-mold connectors. New products
mainly include:

(1) The application of handheld devices such as mobile phones, NB, and tablet products:
including new generation miniaturized high-frequency antenna connectors,
miniaturized RF module test switches, and next-generation high-speed transmission
USB C Type connector interfaces.

(2) The Company is committed to the development and production of high-end USB C
Type connectors, such as high-speed transmission, miniaturization, high-current
waterproof, and the production of high-speed and high-power multi-integrated RJ45
with PoE products to meet the requirement of high-end mobilephones and network
communication markets.

(3) Applies to motherboard and Netcom market products, including RJ 1G / 2.5G / 5G /
10G + 30WPoE / 60WPoE / 90W PoE / 130WPOE, etc.

(4) Enterprise-class device products for cloud computing technology: including SAS
Connector, mini SAS HD Connector, Slimline SAS, OCulink Connector, Gen-Z,
RJ10G.

(5) Used in the game console market: Lan Transformer module, RF Switch, RF Coaxial,
RJ Connector.

(6) Other market products: include in-mold injection connectors and precision
components for medical devices, and custom connectors for electric vehicles.

(7) Using the industry's advanced equipment, the company provides SMT services
tailored to the Group's customers with stable, high-quality fully automated production
lines.

(8) The liquefied silicon / rubber compression molding process will be used in
automotive, medical, and consumer electronics.

(9) The FATP category of system assembly products includes related product line
development, design, manufacturing, and OEM of Docking, IPC, Wireless Charger,
and IOT.

(10) To avoid the impact of increasing trade conflicts, the Company makes good use of
and revitalize the plants in Taiwan to manufacture computer peripheral products.

(2) Industry overview
1. Global electronics industry market and application trends

According to the prediction of the market investigation institute, IDC, 2019 is an
important year for "renovating the competition for innovation." If future companies fail

to accelerate digital innovation, they will lose two-thirds of market opportunities by 2022;
and in the new digital economy, technology adoption will be key.

IDC predicts that the market will be affected by the following trends:
(1) Al's Conversational Platform and "Group Wisdom" Forming The Al technology
has a greater impact on the industry with a dialogue platform that integrates natural
language processing with chat bots. The main application areas will appear in five
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fields, which are: personalized advice/recommendation, automated document
retrieval, job automation, workforce enhancement and enhancement, and
entertainment application services. From the perspective of industry, it is the most
advanced in the industries of finance, professional services, retail catering and
media entertainment. As Al moves into the edge of computing, the reaction of
terminal devices becomes more powerful, smarter, and more spontaneous. IDC
predicts that by 2020, 50% of smartphones will be equipped with Al chips; in 2022,
25% of global terminals will have Al edge computing capabilities. By collecting,
analyzing and learning the movements and usage habits of these Al terminal devices,
and matching machine learning in the cloud, it will further help and accelerate the
development of new-style products.
(2) High kinetic energy evolution of cloud technology

The high growth of public cloud services has led to the evolution of high-energy
kinetic energy of public cloud information technology. The cloud computing plant
will add more heterogeneous and exclusive processing chips. Virtualization pursues
lightweight and intangible, and the virtual architecture turns to open specification
standards. The technical application is no longer limited to the service provider's
computer plant, but can also be deployed to the enterprise side from the organic
room or the Internet of Things front-end system.

(3) As the artificial intelligence to environmental intelligence
With mobile devices, IPV6, 10T Internet of Things, and the deployment of various
types of sensors become popularized, IDC expects artificial intelligence applications
will spread from enterprise/consumer applications to the next stage—Ambient
Intelligence. The work of users must be highly connected to the use of the situation /
life style, there is a high demand for end user behavior and prediction; therefore, the
application and import of artificial intelligence is extremely important.

(4) The 5G era is coming
IDC predicts that SA's independent network to be adopted by telecom operators in
2020. With the introduction of high-, medium-, and low-frequency 5G base stations
and the introduction of technologies such as network slicing, remote control
unmanned factories, remote wisdom medical, and self-control the automatic
management of driving and large-scale fleets, the mass transit intelligent
transportation system and the operation of smart cities will soon begin.
The global urban population is expanding. In 2050, 66% of the world's population
will live in cities. To reduce the traffic congestion, governments and car
manufacturers cooperate to promote smart services and vehicle sharing. Many car
manufacturers take this trend and apply electric vehicles to the field, and to increase
the auxiliary driving and networking functions, as a highlight of electric vehicles,
more people can directly experience the advantages of electric vehicles to attract
people to buy, while enhancing the brand image and enhancing the promotion
efficiency. In terms of smart services, to re-establish user confidence in the past and
to re-establish user confidence, the car factory equipped with advanced driver
assistance system and intelligent network of vehicle networking on the electric
vehicle, combined with the operating environment, greatly improved the

79



convenience of electric vehicles. And security. Speed Tech Corp started with
network connector products and has many years of experience in the research and
development of high frequency and RF connectors. It is believed that with excellent
development capabilities, which can keep up with the demand for connectors of the
Internet of things and the Internet of vehicles.

In conclusion, as the competition threshold is high, connector manufacturers need to
bring about high-level and centralized industrial transformation. The company is
improving its positive quality and quantity, and continues to introduce new products
in various market areas, and the overall industry. The overall industry is still
growing, and thus the performance growth is under expectation.
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2. Industrial, upper, middle, and downstream relevance:
The company mainly produces connectors, the structure of the upper, middle and
lower reaches of its industry is as follows:

Electronic connector industrial structure

Metal Material Plating material Plastic Material Other Material
Phosphor bronze  Gold plating LCP Zinc alloy
Brass Silver Plating PPS Base, shell welding
Beryllium copper Nickel plating PCT Sealing material
Titanium copper  Pattern plating PBT Ceramic, glass
SPCC Palladium-plated nickel alloy NYLON
PC

' .

Electroplating processing

l (Plating before stamping)

Lathe Die Processing Mold making Die casting  mold making
processing Stamping Injection Molding Die casting Injection Molding
Processing

l l A 4 A 4 A 4

Electroplating processing

others |€—
v v l v i

Matching assembly

A\ 4

Testing

v

Electronic connector

finished product
Seati ! Personal Vehicles
Communication Personal Aerospace Consumer Others
st computer Industry
industry computer peripheral military electronics
industry equipment
industry

(Source: ITIS project of ITRI Materials Institute)
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3. Product development trend
(1) Product miniaturization
In recent years, as the application products are moving toward "light, thin, short, and
small”, connectors generally require Fine Pitch and Low Profile, both metal
stamping and plastic injection molding technologies are available. The precise
requirements, specifically in the connector specifications, are that the solder fillet
spacing of the connector is finer and the connector height is lower. Therefore, to
meet the requirements of product miniaturization, in addition to increasing the
precision of the original mold and fixture, it must also have outstanding product
design, analysis and functional simulation capabilities, such as stress analysis, mold
flow analysis and precision testing equipment, to achieve the quality required by the
customer.
(2) High frequency and high-speed connector

For connectors apply to the enterprise-class servers such as servers and switches, in
the face of transmission speed requirements, it must comply with PCI-E and other
related specifications. Therefore, in order to achieve the requirements of high speed,
it is not the past to obtain precision in the mold and fixture, and it is necessary to
carry out precision high frequency analysis and actual high frequency measurement
equipment. The high-frequency connector development technology is a
comprehensive technology that integrates mechanical structure design, mechanical
analysis, high-frequency electrical characteristics analysis and measurement, which
IS necessary to analyze the factors affecting the signal integrity of the
high-frequency electronic connector, and make trade-offs between price and
performance with practical considerations in order to fully grasp the issues related to
the signal integrity of the high-frequency connector and the corresponding solutions.
Concerning the design, there are many factors that must be considered, such as time
domain and frequency domain conversion, basic characteristics and high frequency
response of electronic components, basic theory and impedance matching design of
transmission lines, generation and prevention of crosstalk, generation and
prevention of loss, parameters and Smith chart analysis, etc.

The high-speed connectors mainly need to solve a lot of problems. Taking the
electromagnetic interference problem as an example, as the frequency of the signal
being mounted becomes higher and higher, the influence on signal integrity is also
increasing. In addition to a comprehensive understanding of the electromagnetic
interference prevention technology required by the connector industry, such as the
cable end, it is necessary to understand the causes and solutions of common
electromagnetic interference on the system side such as PCB. For example, the
cause and prevention of electromagnetic interference of wire and ground, the
principle of shielding, the evaluation of shielding efficiency and the design of
shielding components, the cause and prevention of ESD, the radiation causes and
prevention of digital lines, and the techniques commonly used in electromagnetic
interference measurement. Besides, with the rapid spread and livelihood of the
Internet, many cloud applications and online services have developed rapidly.
Through the Internet, individuals and business users provide on-demand computing.
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Cloud computing includes: infrastructure Services (laaS), Platform as a Service
(PaaS), and Software as a Service (SaaS).
Therefore, the demand for high-speed transmission must have increased in the
future, and the demand for high-speed connectors, high-frequency connectors, and
Power connectors will also increase, becoming an inevitable trend.
(3) Asia-Pacific area becomes a connector production center

The top three global production sites of global connectors are mainly in Europe,
China, and the United States. The market share of major manufacturers is mainly
based on American and Japanese manufacturers. In addition, connectors are
international manufacturers, such as Europe, America, and Japan, due to the
connector industry. The factors of production factors have not been able to compete
with emerging Asia-Pacific countries such as China. Therefore, in some areas with
low labor costs in the suburbs, or the policy-supporting areas such as solar LEDs,
although some factories are still set up in response to local demand, in advanced
countries, the proportion of connector production has been decreased year by year.
Thus, in the future, the focus of the future market is in China. Although China'’s
local policy plan raises the basic salary by 15% every year, it creates pressure on
operating costs for connector manufacturers. However, considering the market, it is
expected that the future manufacturers will still take China as the main production
base, relieve the pressure of rising costs through the introduction of automated
equipment and cost improvement programs for production
lines/procurement/engineering. Therefore, domestic connector manufacturers have
also moved their production capacity to mainland China in terms of production costs,
integration of upstream and downstream industries, and matching with
end-customer requirements.

4. Product competition
The company mainly researches and develops, manufactures and sells connectors as
well as computer peripheral components, flat panel, smartphone, consumer
electronics, panel, vehicle equipment, network communication, and server
connectors, and has a complete product line and specifications. As the demand for
application products changes rapidly, how to respond to the rapid changes and
increasingly sophisticated requirements of downstream customers has become a key
factor in connector manufacturers. The description of the competition situation of
our products is as follows:

(2) Instantly control market trend and improve production technique capabilities
Since there are many applications for connectors, as long as the electronic products
connected to the signal transmission will continue to require connectors, the
connector application market covers various industries and products. How connector
manufacturers can immediately grasp the market dynamics of downstream product
applications, and immediately launch specifications products that meet market
demand, which is a key factor for connector manufacturers to make profits. The
company has rapid development capability in product research and development and
design, which shortens product development time and customized connector
products according to individual customer needs.
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(2) Product quality and stability
Since the quality of the connector affects the reliability of signal transmission
between electronic devices, it is an essential component in the application of various
electronic products. Accordingly, the company has a strict management process for
the product quality at the beginning of its establishment, which can be seen through
the verification of the 1S0O9001 quality management system, [1SO14001
environmental management system, IECQ-QC080000 hazardous substance process
management system and 1SO1345 medical equipment management systems, and
other certifications. Besides, the company's long-term efforts have been recognized
by many well-known domestic and foreign customers, coupled with all the plans to
carry out all the quality control operations, has dramatically improved the
company's overall quality performance.
(3) Product price competitiveness
Due to the downward trend in the price of connector applications and the price
competition among peers, the profit margins of various connector manufacturers
have been reduced. Accordingly, the company is on the one hand with rapid product
development and the depth and intensity of customer service (including capacity and
delivery, etc.) On the other hand, the company strengthens the cost of raw materials
to increase profits and reduce production costs. In addition to control, the company
is engaged in the design and development of products in China, and establishes a
production base for connectors in mainland China, reducing production costs,
enabling the company to have cost advantages in the face of horizontal competition
and future price competition pressure.
(3) Technique and Research and Development Overview

Currently, among the connector manufacturers in Taiwan, except for a few manufacturers,

most of them are limited by capital, manpower, and technique sources. It is challenging to

have technical development and research.

The company is positioned as a "global supplier of precision components and technical

services" and hopes to integrate global resources to make Speed Tech Corp a leading

factory. Its specific model is to take advantage of Taiwan's parent company's marketing

capabilities as a pioneer, Taiwan's company research and development technology and

based on the design, it is directly imported into the client product design center, and then

backed by the production capacity of the local manufacturing centers to achieve the purpose

of product sales.

Over the years, the company's deep-growing technology includes stamping, injection, mold

development, electroplating, and other aspects to provide customers with the best technical

services. In addition, to reduce costs and improve process yield, the development of various

types of automation equipment has also achieved results.

1. Develop successful techniques or products:

Result of main research and development

1. Miniaturized high frequency antenna connector and its fully
automatic coaxial line assembly machine.

2. Miniaturized RF module test switch and its fully automatic
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assembly machine.

3.USB type-C connector and its fully automatic assembly
machine.

4. In-mold connectors and precision components for medical
equipment.

5. High-speed electronic connectors for cloud devices.

6. High speed network interface electronic connector.

7. Customized connectors for electric vehicles.

8. Liquefied silicon / rubber medical products, blood glucose
measurement.

9. FATP products, including Docking, IPC, Wireless Charger, and
10T

2.Research and Development expenditures invested in the past five years:

Unit: NT$ thousand

Item 2015 2016 2017 2018 2019
Research and 795,787
development 128,328 295,000 283,210 528,088
expenditures
Net revenue 2,318,483 2,843,546 3,022,532 5,133,422 11,260,075
Accounted for the 7.07%

] 5.53% 10.37% 9.37% 10.29%
ratio of net revenue

(4) Long-term and short-term business development plans

1. Short-term goal: Deepen major markets
(1) Continue to lead the market share in the motherboard market, and involved in
high-tech modularized key components such as cloud equipment applications and

electric vehicles.

(2) Promote the use of high-tech components in handheld products, sell high-speed
high-frequency and low Profile products in mobile phones, notebook computers, and
digital peripherals to replace the share of imported products, and use the advantages
of patents and research and development to improve the competition threshold .

(3) Leverage front-end design collaboration and rapid customer service, supply custom
connectors and related vertical integration advantages, break through the current
business model, and promote the connector of the medical market.

(4) Cooperate with the advantages of key domestic and international Design House
manufacturers, the company will enter the first-line customers and intensively
cultivated the customer's research and development team through the project
approach to grasp the opportunity of developing products and implant the products

into the front-end design of the customer.
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2. Long-term goals:
(1) Increase sales gross margin by continuously developing new products.
(2) Reduce costs and give back to customers with new processes and new design
concepts.
(3) Use the principle of 80/20 to focus resources on developing niche and market
front-end products.
(4) Make good use of the cooperation model of mutual business alliance and mutual
complementation to achieve the sales results at the fastest speed.

2. Market, Production, and Sale Overview

(1) Market Analysis
1. Sales (providing) area of major commodities (services)

Unit: NT$ thousand

2019 2018
Income % Income %
China & HK 9,312,340 83% 4,153,097 81%
Taiwan 700,995 6% 676,367 13%
Others 1,246,740 11% 303,958 6%
Total 11,260,075  100% 5,133,422  100%

2. Competitive niche
(1) Complete technique and production system
The company is positioned as a "global supplier of precision parts and technical
services,” which hopes to integrate global resources to make Speed Tech Corp the
first-line plant. Its specific model is to take advantage of Taiwan's parent company's
marketing capabilities as a pioneer, Taiwan company's research and development
technique and design. Based on the direct introduction of the customer product
design center and backed by the production capacity of the local manufacturing
center to achieve the purpose of product sales. Over the years, the company's deepen
techniques include product design, precision stamping, injection molding, mold
development, and automated mass production, etc. The production capacity includes
Taiwan Taoyuan Enterprise Headquarters, Dongguan Leader Plant, Luxshare
Precision Accessory (Kunshan) Plant, and Malaysia. The factory can support
numerous manufacturing and flexible delivery to meet the needs of customers fully.
The company also produces through one-stop fully automated machines to increase
production capacity, effectively control production costs, and make product prices
more competitive in the market.
(2) Complete the quality verification system to ensure the design and manufacturing
quality
The company's production system includes mold development, metal stamping,
plastic injection, electroplating, assembly, and other consistent operations. So far, the
certifications obtained by Speed Tech Corp are certified by ISO 9001, IECQ
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QC080000, 15013485, I1SO 14001, IATF16949, and have the national level 2 TAF;

what is more, the company has a laboratory of reliability standards to facilitate rapid

production pulsation and control product quality.

(3) Actively invest in the development of new products and technologies, and own a
complete product portfolio
To cope with the customer’s new product changes, as well as the product life cycle,

mass production period, delivery time, etc., the market opportunity is the success
factor of the business operation, and the portable electronic products are developing
with each passing day. The trend of thin, short and small products has made it
impossible for manufacturers to develop new technology products in response to
changing market demands. To cater to the trend, the company has continued to
invest a large amount of capital and manpower in the improvement of research and
development and process technique of new products. The research and development
team have a strong lineup, and research and development expenditure accounts for
more than 10% of the turnover. The research and development achievements have
been fruitful for the company's growth and become an important cornerstone for the
company’s growth.

3. Advantages, Disadvantages and Countermeasures of Developing Prospects
(1) Advantages:

a. In recent years, the demand for 3C has grown substantially, and it has a better
niche for the precision product technology that the company has cultivated for
many years.

b. The company has reached international standards in both research and
development and manufacturing capabilities and is ahead of its domestic peers.

c. In recent years, the company has actively expanded its international marketing
channels and sought development opportunities for advanced products, which
has great potential for growth.

d. The company's level of automated production is high, which can maintain stable
quality and reduce costs.

(2) Disadvantages:

a. Consumer price competition in the consumer electronics market is fierce, which

affects the profits.

b. The labor costs of domestic and international countries are increasing, and the

operating costs of the company will simultaneously increase.

c. The uncertainty of the raw material price is high, so that the price remains

high-grade, resulting in high production costs.

(3) Countermeasures:
a. Seek for alternative materials to reduce costs and increase product
competitiveness.

b. Increase the degree of automation to reduce the proportion of manpower

production, and strengthen the process to improve and continue to reduce

production costs.

c. Expand new niche products and markets to enhance the company's overall gross

profit margin.
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(2) Important use of the main products and production process

1. Important use of major products

Main Products

Usage

Connector

The main function of the connector is " as the medium between two
conductors that are not connected, so that the current (signal) is
transmitted from one conductor to the other in one loop." The two
conductors are referred to as wafer packaging, wafer to PCB, PCB to
PCB, subsystem to subsystem, PCB to port, system to system.

Connectors are widely used, and the company's connector products
are mainly used in computers, mobile communications and digital
peripheral products, networks, cloud products, etc.

Button

According to the use, it can be divided into backing buttons, surface
buttons, and related electronic products mainly used in telephones,
mobile fax machines, remote controls, various keyboards, and auto
parts.

Using relevant molding technology to apply liquefied silicone /
rubber to automotive, medical, and consumer electronics.

FATP

The FATP category of system assembly products includes related
product line development, design, manufacturing, and OEM of
Docking, IPC, Wireless Charger, and 10T.

2. Production process of major products

(1) Procedure chart of connector manufacturing

Finished
Products

Copper Stamping Plating Termina

For forming
. Injection .

Plastic Mjolding Plastic Itself Assembly
Stamping .

Metal For Foming Plating Replacement

(2) Rubber button

Mix > Forming » Post Cure >  Print > Spray Coating —>
Stamping » Laser Printing [—| PY Processing —| Laminating
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(3) IMD products and PC buttons

Preceding Work —'( Printing > Incision [—*| Stamping for Forming [—>
Injection » Molding » Forming
(4)Procedure chart of FATP manufacturing
SMT | | Forming | Patching |- welding [ Testing | PCB
Assembly Testing P Packing |- Finished
Products
Plasticparts [—— | Assembly |——p
Matallic \——| Soldering | —> | g0 finished
Mechanism Parts
Products
Auxiliary > Dispensing —>
Materials
(3) Supply of main raw materials
Suppl
Major Products Supplier PRYY
Status
Electroplating T01530 ~ T02570 ~ M95260 ~ M62130 ~ F53560 Stable
Plastic Pellets T00450 ~ TO1490 ~ TO0860 ~ M56331 ~ M12620 Stable
Copper T01770 ~ TO0640 ~ T20840 ~ M12750 ~ F28460 Stable
Terminal T00510 ~ TO1140 ~ T02810 ~ M08110 ~ F26031 Stable
PCBA T21340 ~ T21350 Stable
TBT3 Cable M08421 Stable
ME T21390 -~ T31370 ~ T31410 Stable
Print T21310 -~ T31420 Stable
Oth ili Stabl
er auxtiary T21300 ~ T21290 ~ T21410 avle
materials

Notes: The company and the supplier may not disclose the name of the supplier due to the
contractual agreement, and it is not a related party; thus, it shall be disclosed by code.

(4) The name of the customer who has accounted for more than 10% of the total stock (sales) of
merchandise in any year of the previous two years, and the amount as well as the proportion of the
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merchandise for stock (sale), and explain the reasons for the increase or decrease. However, due to the
contractual agreement, and it is not a related party; thus, it shall be disclosed by code.
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Information of the major purchase supplier in the last two years

Unit: NT$ thousand

2018 2019 2020as of the first season
A
ccounted Accounted Accounted
for the for the for the ratio
Item ratio of |Relationship ratio of |Relationship of Net Relationship
Supplier | Amount |Net annual| withthe | Supplier | Amount |[Netannual| withthe |Supplier|Amount annual net with the
net company net company purchase company
purchase purchase %)
(%) (%)
1 | F69800 | 267,808 | 8.81 None F26031 |1221,970 | 1553 None |F20031 745‘33 29 None
Suzhou
Luxshare- sistercompa sistercompa Suzhou 399,41 sistercompa
2 242,806 | 7.99 P2 || uxshare-| 708,108 9 P& 1 Luxshar | > 15.54 P
ICT ny ny e-ICT 9 ny
ICT
Other 2,530,0;1 83.2 Other 15940450 | 7547 | None | oM 1‘4252‘; 55.46 None
Net 3,040,75 Net Net 2,569,9
purchase ) 100 purchase 7,870,528 100 purchas 29 100
e
Notes: The company and the purchaser may not disclose the name due to the contractual agreement; thus, it shall be disclosed by code.
Information of Major sales customer information in the last two years
Unit: NT$ thousand
2018 2019 2020 as of the first season
Accounted Accounted gcr:czoouln;e;
ltem Sale of for Net Rela}tlonshlp sale of for Net Relgtlonshlp sale of of the first Rela}tlonshlp
Amount | annual with the Amount annual with the Amount with the
Customer . Customer . Customer season Net
sales ratio | company sales ratio| company company
(%) %) annual sales
ratio (%)
HongKon
Shenzhen . .
sistercompa Y sistercompa Jiangxi sistercompa
1 |Luxshare-l| 588,697 11.47 1,980,277 17.8 Luxshare- | 944,764 31.32
ny Luxshare-| ny ICT ny
CT
CT
HongKon
Luxshare
g sistercompa sistercompa Shenzhen sistercompa
2 559,328 10.9 Precision |1,312,932 11.8 Luxshare- | 66,743 16.91
Luxshare-1 ny ny ICT ny
Ltd.
CT
Other 3’985’33 77.63 None Other {7,830,085 70.4 None Other 1’5616;2 51.77 None
Net sales | 5,133,422 100 Net sales 11’123’23 100 Net sales 3’0156’55 100

Notes 1: The company and the preceding customers may not disclose the name due to the contractual agreement; thus, it shall be disclosed by code.
Notes 2: The source of the information is a consolidated financial report audited or reviewed by an accountant.

Notes 3: The above sales amount is included in the calculation of the sales amount of the customer enterprise of affiliated companies.
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(5) Production value of the last two years

Unit: NT$ thousand/ thousand pieces

_ vear 2018 2019
Value of Production volume
Main Merchandise | g civiey | vield | O | productivity | Yield | Output value
(or department) y value y P
Connector product 5,725,135 1,286,403 | 4,250,950 | 1,186,687 2,183,768 9,689,813
Total 5,725,135 1,286,403 | 4,250,950 | 1,186,687 2,183,768 9,689,813
(6) Sales volume in the last two years
Unit: NT$ thousand/ thousand pieces
Year 2018 2019
Value of Sales Domestic sales Exportation Domestic sales Exportation
volume of major
merchandise Quantity | Value | Quantity | Value | Quantity | Value | Quantity | Value
(or department)
Connector product | 405,960 676,366 | 1,340,680 | 4,457,055 | 925,701 700,995 | 2,147,961 | 10,559,080
Total 405,960 676,366 | 1,340,680 | 4,457,055 | 925,701 700,995 | 2,147,961 | 10,559,080

3. Number of employees, average length of service, average age, and educational background
distribution ratio of employees for the recent two years as of the date of the annual report

had been printed

The information of the employees for the recent two years as of the date of the annual report had

been printed

Year 2018 2019 April 28, 2020

Direct labor 1,735 2,426 1,946

'E‘%'Bfg;e%f Indirect labor 1,169 1,973 1,822

Total 2,904 4,399 3,768

Average Age 31.67 30.19 27.78

Average length of service 4.70 2.65 2.93
Doctor 0.04% 0.00% 0.00%

Educational Master 1.37% 0.70% 0.69%
background BA 21.74% 21.21% 22.77%
d'Stg*gi%“On High School 25.05% 30.33% 28.21%
Lower than High 51.78% 47.76% 48.33%

4. Information of Environmental Expenditures
1. According to the law, the application for a pollution facility installation permit or a pollution
discharge permit or pay a pollution prevention cost or should set up an environmental protection
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unit, the description of the circumstances of its claim, payment, or establishment is as follows:
The company mainly produces electronic connector products. The process does not produce
harmful substances such as waste water or exhaust gas that pollute the environment. The
electroplating process is also manufactured by a legal and professional supply factory. It is a
low-toxicity and low-pollution manufacturing industry. For the remainder of the production,
such as plastics and copper, the plastic is recycled through the pulverizer, and the copper is sold
to the recycler. Therefore, the manufacturing process and scope of the company have not
affected or pollute the environment. As of the date of the annual report had been printed, there is
no penalty punished by the environmental institutes.

Living up to the trend of green products in the world, the company has developed environmental
specifications for its products, established lead-free process capabilities and products that are
halogen-free to meet the requirements of the RoHs of European Union and the International
Halogen-Free order.

. Investment in the prevention and control of major environmental pollution equipment and its use

and possible benefits:
Since the establishment of the factory in Gueishan in 1990, the company has been cooperating
with the Government's Environmental Protection Act, which is harmony with the current
statutory standards issued by the Government. As of the date of the annual report had been
printed, the company's equipment investment and use benefits in environmental pollution
prevention and control work are as follows:

Unit: NT$ thousand
Obtained Investment | Undiscounted | Equipment use and expected

Items Name Quantity

Date Costs Amount benefits
Dust January Improve working environment,
1 1 620,000 0 |[strengthen dust collection
Baghouse 2015 g

efficiency and reduce pollution

Total 620,000 0

. For the recent two years as of the date of annual report had been printed, if there is any dispute
during the process of improving environment pollution, it shall explain its handling process:
There is no dispute of environment pollution.

. For the recent two years as of the date of annual report had been printed, the total amount of
losses and dispositions suffered by the company due to environmental pollution, disclose its
future countermeasures and possible expenditures : The company has not been disposed of by the
authorities or suffered any significant loss due to any serious losses of environmental pollution.

. The current pollution situation and its impact on the company's earnings, competitive position,
capital expenditure, and its expected major environmental protection capital expenditure in the
next two years: the company's current environmental protection equipment is perfect, there is no
need to purchase major equipment in the next two years; it is only necessary to carry out routine
repairs and maintenance every year.

. The company's introduction of the IECQ QC080000 (HSPM) Hazardous Substance Process
Management System, and the 1SO14001 Environmental Management System is expected to
produce products that meet the requirements of the European Union's RoHS, WEEE and
REACH international regulations. The plant also established management measures for
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environmental protection requirements of products to identify, control and control the content of
harmful substances in products manufactured or supplied, in order to effectively control the
impact of products on the environment, which can reduce the company's property and reputation.
In addition to losses, which can also assist the companies to achieve the purpose of controlling
prohibited substances.

5. Relation of Labor and the Management

(1) List various employee welfare measures, training, training, retirement system and its
implementation, as well as the agreement between labor and management, and the
maintenance measures of various employees' rights and interests:
The company is committed to establishing a harmonious atmosphere of mutual trust between
the employees and the management, and creates a challenging and comfortable working
environment with a positive and open management model. To create an open communication
environment, the company has established a number of different communication channels. In
addition to the fixed department monthly meeting, staff suggestion box and internal website,
the company has also attached importance to employee rights and expressed concern for
employees through the convening of the labor-management coordination meeting, strengthen
the communication of ideas and the establishment of consensus. Besides, the company also
attaches great importance to the physical and mental health of employees, with a medical care
room, audio-visual entertainment center, billiard room, and staff pressure massage activities,
so that employees can exercise and relieve stress during work, and improve the working
environment. The company has spared no effort to strengthen the services of the employee
health and insurance.

1. Employee welfare measures

In addition to the Labor Standard Laws and related laws and regulations, the company also
provides group insurance, employee health checks and other measures, and another employee
welfare committee to coordinate employee benefits, subsidies for marriage, funeral,
hospitalization, and childbirth. Also, the company provides subsidies of birthdays, community,
etc., and regularly carry out welfare activities such as domestic and foreign tourist activities.

2. Employee training and further studying situation The company provides employees with an
open and diverse learning environment. Colleagues can continuously challenge their own
growth limits through internal/external training and supervisor/peer guidance. Simultaneously,
they are able to maximize their employees through the training system of new
recruits/professional functions to gain great satisfaction. On the other hand, through the job
grade planning, job rotation, project assignment, etc., the career and career of the colleagues
can be combined to enjoy the joy of growth and create a better future.

The Company has established an "Educational Training Management Program™ to conduct
the annual education and training plan at the end of each year, and to plan relevant training
courses according to the functions and professional requirements to enhance the staff's
knowledge, improve the overall quality of employees and enhance business performance. The
annual education and training program implement the following related training courses:

(1) Pre-employment training for new recruits: including company organization, operating
system, cultural value, quality management, introduction to system operation, work
instructions, professional knowledge training and inheritance.
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(2) Professional Training:
A. Internal Training Part: The senior colleagues or department heads will be awarded the
relevant colleagues for the professional knowledge scheduling courses required by each
department.
B. External training: Send professional training institutions to train and draw on external
professional knowledge and skills.
(3) The statistics of the Company's 2018 annual staff training and education training are as
follows:

Total number .
Course category of training | Total trainer TotaH Otlrje;;nlng
classes
Newcomer training 4 57 32
Financial accounting 5 5 25
Information
management 1 20 1
Labor safety and
health / 53 26
Administrative
management 3 4 24
Marketing business 0 0 0
Manufacturing 3 39
ISO document
management 2 46
Quality assurance
engineering 13 113 59
Research and
Development 8 56 52
engineering
Total 46 393 226

3. The accounting personnel and the auditors obtained the relevant licenses specified by the
competent authority: None, because they did not participate in the license test.

4. Retirement system and its implementation

The company completely complies with the Labor Standards Laws and the Labor Pension
Regulations and establishes the relevant methods for employee retirement (for example, those
who have worked for more than 15 years and have reached the age of 55, worked for more than
25 years, and worked for more than ten years) Sixty-year-olds can retire on their own, and the
company will pay monthly wages of not less than 6% of their monthly salary, such as labor
pensions, and establish a labor retirement reserve supervision committee to supervise the
implementation of pensions and relevant business.

5. Employee behavior or ethics code
The company has edited an employee manual handbook that is used as a basis for
employees' normal work and behavior. The ethical code of conduct regarding employees
in the company's working rules is as follows:

(1) Career ethics: Both employees of the company shall be committed to the
establishment of corporate ethics and professional ethics, and imagine each other to
maintain a good employment relationship.

(2) Value the company's honor, play a team spirit to loyally implement tasks.
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(3) Laborers shall be loyal to all regulations of the company.

(4) Obey the command and supervision of the competent personnel at all levels, and there
must be no acts of arrogance or blame. Supervisors at all levels shall be kind to the
workers, teach them, and pay attention to work safety.

(5) Laborers shall work hard, cherish public property, reduce wear and tear, improve
work quality, and increase work efficiency.

(6) Absolutely keep the confidentiality of the company's business or position.

(7) The handling of duties and official duties by the Company's workers shall be carried
out in a sequential manner and shall not be reported in a higher level. However, it
shall not apply to the emergency or special circumstances.

(8) If there is any gross negligence of the units at all levels, the immediate supervisor
shall be subject to joint action regarding the circumstances; significant merits shall be
subject to joint awards.

(9) Do not be arrogant and greedy to accept hospitality, gifts, kickbacks or other illegal
interests, or other acts that are harmful to the individual and the company's reputation.

(10) Except for the relevant business of the company, it shall not be used in the name of
the company.

(11) The employee shall not operate the same or similar business as the company or the
third party without the written consent of the company, nor shall it be an unlimited
liability shareholder of the same type of company, executing the business
shareholder, director or manager, or the company number and an anonymous
partner.

(12) Labors are not allowed to carry public goods without approval.

(13) Labor-management meeting: The company coordinates labor-management relations,
enhances mutual understanding, promotes labor-management cooperation, improves
work efficiency, and holds labor-management meetings in accordance with the
"Measures for the Implementation of Labor-Management Meetings." Regular
meetings as well as mutual communication to resolve the issue through consultation
and harmony.

(14) Labor Dispute Handling System: The company has established an “Employee
Appeal System” and a suggestion box and provides a pipeline for workers'
complaints and opinions, and draws up employee suggestions to strengthen the
employment relationship.

A. If the worker complains orally, it shall be handled by the department as a record
and immediately reported.

B. If the employee has any rights and interests, is dissatisfied with the punishment, or is not
properly managed, etc., if he or she complains and violates the relevant labor law
measures, he/she can fill out the appeal form or file a complaint through other written
means. The supervisor of each unit shall immediately find out or report for processing
and announced the results or treatments to the complainant.

(15) Sexual Harassment Prevention and Control: To prevent and control workplace safety and
prevent sexual harassment, maintain gender equality and personal dignity, and establish
“Sexual Harassment Prevention Measures, Appeals and Disciplinary Measures.”
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6. Work environment and employee personal safety protection measures

The company values the working environment and the protection measures of employees'
personal safety. The ISO 14001 management system is used to carry out major
environmental considerations risk control, using target and program management to
prioritize improvements; while the lower risks are controlled by operational control
methods, and after improvement through good operations, they have achieved significant
results and control. The company's promotion measures for environmental and
occupational safety and health are as follows:

(1) Restriction of Hazardous Substances (ROHS) and REACH regulations

ROHS became effective on July 1, 2006. Products sold to the EU must not contain six
hazardous substances such as lead, cadmium, mercury, hexavalent chromium,
polybrominated biphenyls and polybrominated diphenyl ethers. The company actively
promotes green production and procurement, realizes in the process, and has cooperated
with major customers to propose products that meet the non-hazardous substances and
win customer praises.

(2) Resource Recovery and Waste Reduction Program

The company actively utilizes resources in an efficient and effective way to reduce waste
and reduce production costs. In addition to improving process and operation management
to reduce the generation of waste under the foot, on the other hand, it develops and
selects non-polluting and low-pollution processes to reduce waste. The metal scrap
generated during the production process is calculated and recovered through an effective
management process, and the recovered scrap metal is sold to the waste recycler, thereby
reducing waste of resources.

(3) Occupational disaster prevention plan

To achieve the goal of zero-harm, the company arranges occupational disaster prevention
courses every year, promotes the knowledge of mines' occupational disaster prevention,
and then discovers the lack of implementation through the auditing system, and also
convene meetings according to the annual plan to review the improvement plan for the
lack of environmental protection. Through PDCA means, the risk of damage to public
institutions will be reduced year by year, and the ultimate goal of zero disasters will be
eventually achieved.

(4) Implementation of automatic inspection

When the employees encounter different working environments, processes, manipulation,
and operations, they may cause physical harm due to unsafe work, equipment, or
management. Therefore, the company is actively establishing standard procedures for
production operations, reducing the probability of production, and use the measure to
identify potential hazards and strive to improve and effectively control.
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(5) The company's major objectives and management plans are summarized as follows:

Explanation of

NO Goal Measure Current Situation Implementation
The ice water pipe
Improve the mildew of insulation cotton is
. - damaged, and the Reapply as ice
the aisle ceiling on the o .
Prevent condensate hot and cold pipe insulation to
1 fourth floor and keep .
. production alternately causes prevent condensate
the environment clean .
. condensed water, production
and tidy . .
making the ceiling
moldy.
The air compressor The average
. . equipment is started energy saving of
Installation of Ari . the tested
Reduce energy consumption | to run at full load,
2 Compressor and .. | frequency
by up to 20% and the operation is .
Frequency Converter ) conversion
not adjusted by the . .
inverter equipment equipment s
"] 21.23%.
Comply with the law Hazardous substances exceed Perform inspections | The qualified rate
3 and meet the the standard customer return . X
. _ every month is 100% in 2014.
requirements rate = 0%
In the second half
In the first half of the year, of the year, the Reaching the
4 Improve customer the HSF customer satisfaction | satisfaction survey | target customer
satisfaction requirement score shall reach | was conducted satisfaction in
more than 4.2 points. according to the 2014.
regulations.
Energy saving up
to 43% after
. The thermostat is applied to The thermostat has | installation,
Improve the efficiency . . hich also h
5 | of energy saving of the cooling _vvater tower fan not yet installed, which also has a
. for the cooling of the manual | and the fan runs all | reduction in
cooling tower .
line on the fourth floor day. water source
scattering to save
water resources
. Use LED
. Evaluate energy-saving - )
Energy-saving lamp Use the traditional energy-saving
6 lamps, reduce power usage,
replacement . .y T8 tube lamps to save
and emit low CO2 emissions
energy by 66%.
Energy saving up
to 43% after
. . ) . installation, and
7 Saving energy with the | Install timer for toilet exhaust | The exhaust fan does not affect the

exhaust fan in toilet

fan

runs all day

toilet environment,
and no odor
remains

7. Agreement between labor and management and various employee rights maintenance

measurcs
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The company's labor and management relationship is harmonious. In addition to the
regular labor and management meetings, it also exchanges opinions with employees on the
basis of e-mails to maintain a good relationship between employers and employees.

(2) The recent year as of the date of the annual report had been printed, the company suffered
losses due to labor disputes, and disclosed the current and future estimated amounts and

corresponding measures:

The labor and management agreement of the company is based on “The Labor Standard Laws”
promulgated by the government, and the relevant management procedures are prescribed on
the employee's appointment. There have been no major labor disputes and losses since the
company’s recent year and the printing date of the annual report.

6. Important Contract

NCature of Party Contract start and terminate date Main Content Restriction
ontract
2019/09/30-2024/09/30 Medium and long-term Finan.cia.l ratio
CTBC Bank loans limit
2019/09/30-2020/09/30 General Limit None
Taishin Bank 2020/01/31-2021/01/31 General Limit None
HNCB Bank 2019/07/11-2020/07/10 General Limit None
Bop Bank 2019/03/25-2020/03/25 General Limit None
Entie Bank 2019/06/04-2020/06/04 General Limit None
SCSB Bank 2020/02/05-2021/02/05 General Limit None
Yuanta Bank 2019/08/07-2020/08/06 General Limit None
Mega Bank 2019/05/28-2020/05/27 General Limit None
SK Bank 2019/04/09-2020/04/09 General Limit None
DBS Bank 2019/07/01-2020/06/30 General Limit None
2019/09/03-2020/09/03 .
ESUN Bank 2019/08/29-2020/08/29 General Limit None
TCB Bank 2019/07/05-2020/07/05 General Limit None
Case A: 2020/01/02-2021/01/02 G | Limit None
Credit Loan KGI Bank Case B: 2020/03/04-2021/03/04 eneral Limi
2019/07/15-2020/07/14 Comme“;'f; DromISSOY| - Noe
Sinopac Bank 2019/10/31-2020/10/31 General Limit None
Jihsun Bank 2020/03/21-2021/03/21 General Limit None
Cathay Bank 2019/09/19-2020/09/19 Short-term limit None
Mega Bills 2019/05/02-2020/05/01 | COmMercial promissory |-y,
Grand Bill 2019/10/15-2020/10/14 | COmMercial promissory |-y,
Land Bank 2020/03/31-2021/03/31 General Limit None
Renting: No. 3, 9th
Lease . Floor, No. 140, Nanhua
Contract Lai, Yo-Zheng 2018/08/01-2020/07/31 Firet Street, Luzhu None
District
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WenFeng Corporation

2015/03/01-2025/02/28

Renting: 1st floor,
Building A, No. 8, Lane
356, Section 1,
Minsheng North Road

None

Chang-Yi Corporation

2019/08/01-2021/07/31

Products lease: Printer
lease

None

Speedtech Energy Co.,
Ltd.

2020/03/01-2021/02/28

Renting: third floor of
No. 552 and 554, Section
1, Minsheng North Road,

Guishan District, 2
households in total

None

Speedtech Energy Co.,
Ltd.

2020/05/01-2021/04/30

Renting: seventh floor of

No. 546 and 548, Section

1, Minsheng North Road,
Guishan District, 2
households in total

None

Speedtech Energy Co.,
Ltd.

2019/09/01-2020/08/31

Renting: seventh floor of
No. 554, 556, and 558,
Section 1, Minsheng
North Road, Guishan
District, 3 households in
total

None

Speedtech Energy Co.,
Ltd.

2019/09/01-2020/08/31

Renting: seventh floor of
No. 562, 564, 566, and
568, Section 1,
Minsheng North Road,
Guishan District, 4
households in total

None

Constructio
n contract

Delong Interior
Decoration Corporation

2020/02/15-2020/07/31

Renovation of dormitory
on the top floor

None
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1. Condensed balance sheet and consolidated income statement for the previous five years:

6. Financial Overview

(1) Consolidated Condensed Balance Sheet - IFRS

Unit: NT$ thousand

Financial Information in the recent five years (Notes 1)

The financial
information of

Year
current year as
Item 2015 206 2017 2018 2019 of March 31,
2020
Current assets 2,132,943 | 2.582.215 2,527,788 3,566,332 6,617,518 6,136,352
Real lant an
ea estat_e, plant and, 1,029,719 | 1,555,788 1,517,384 1,854,600 2,588,501 2,513,471
equipment
Intangible assets 6,538 6,256 4,639 2,764 209,617 207,276
Other assets 596,098 562,478 656,257 672,309 698,595 691,534
Total Amount of assets 3,765,298 | 4,706,737 4,706,068 6,096,005 10,114,231 9,548,633
Current 1,774,459 2,121,104 | 2,041,884 3,164,971 5,927,320 5,106,782 4,129,157
liabilities 1,870,655 2,121,104 | 2,041,884 3,164,971 Notes 2 5,106,782 4,129,157
Non-current liabilities 69,599 406,489 398,340 166,745 493,655 501,036
Before
Lo 1,843,858 | 2,527,593 2,440,224
Total distribution 3,331,716 6,420,975 5,607,818
liabilities ) A'fter' 1,940,054 |  2.527.593 2,440,224 3,331,716 Notes 2 5,607,818
distribution
Attributable to the owners
1,921,440 | 1,776,565 1,849.139 1,995,657 2,404,908 2,545,659
of the parent company
Share capital 1,678,000 | 1,678,000 1,678,000 1,678,000 1,696,450 1,695,850
Capital Reserve 60,916 60,916 73.464 76,815 206,483 210,096
Before
Retained | distribution | 281124 | 119,609 177,320 334,050 701,781 843,968
Earnings | After 164,928 | 119,609 177,320 Notes 2 Notes 2 843,968
distribution —
Other Equity -44,964 -81,960 -79,645 -93,208 -199,806 -204,255
Treasury Shares 0 0 0 0 0 0
Non-control equity 0 402,579 416,705 768,632 1,288,348 1,395,156
Before
Total N 1,921,440 | 2,179.144 2,265,844 2,764,289 3,693,256 3,940,815
. distribution
profit and After
loss L 1,825.244 | 2,179,144 22,265,844 2,764,289 Notes 2 3,940,815
distribution

Notes 1: The financial information of each year is reviewed by an accountant with certificate.

Notes 2: The 2019 earnings distribution statement for the year has not yet been resolved by the

shareholders' meeting yet.




(2) Consolidated Condensed Consolidated Income Statement - IFRS

Unit: NT$ thousand

. ] . . The financial
Year Financial Information in the recent five years (Notes 1) information of
|t m current year as
€ 2015 2016 2017 2018 2019 of March 31,
2020
Operating income 2,318,483 2,843,546 3,022,532 5,133,422 11,260,075 3,016,555
rating gr
Ope Ztrogtg 0SS 398,569 495,867 510,272 1,049,935 1,902,517 625,682
rating profit an
Operat I%sio tand 122,700 31,679 53,780 322,982 847,765 362,144
Non-operating
income and 86,392 44,488 63,671 110,861 22,000 6,040
expenditure
Net profit before tax 209,092 76,167 117,451 433,843 869,765 368,184
Continued operating
unit net profit for the 209,092 76,167 117,451 433,843 869,765 368,184
period
Loss of dl_scontlpued 0 0 0 0 0 0
operation unit
Cu"e'zltor;g profit 221,417 43,564 84,654 309,594 653,054 257,546
Other comprehensive
profit and loss of the -17,866 -65,267 2,046 -32,787 -52,128 -37,393
period (net after tax)
Total consolidated
profit and loss for the | 203,551 -21,703 86,700 276,807 600,926 220,153
period
Net profit attributable
to the parent 221,417 -44,857 56,655 168,496 366,750 142,187
company owner
Net profit attributable
to non-controlling 0 88,421 27,999 141,098 286,304 115,359
equity
The total profit and
loss is attributable to | o) 82,315 60,026 155,140 355,922 121,555
the parent company
owner
Total consolidated
profit and loss is
attributable to 0 60,612 26,674 121,667 245,004 98,598
non-controlling
equity
Earnings per share 1.32 -0.27 0.34 1 2.19 0.85

Notes 1: The financial information of each year is reviewed by an accountant with certificate.
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(3) Individual Balance Sheet — IFRS

Unit: NT$ thousand

Year Financial Information in the recent five years (Notes 1)
Item 2015 2016 2017 2018 2019
Current assets 1,401,977 873,162 1,031,429 1,015,091 1,631,701
Realestate, plantand, | 4 109 979 | 957,602 867,163 778,001 770,933
equipment
Intangible assets 6,538 5,782 2,943 1,532 1,470
Other assets 1,024,773 1,364,604 1,731,359 1,986,162 2,366,156
Total Amount of assets 3,443,267 3,201,150 3,632,894 3,780,786 4,770,260
Before 1 453565 | 1,019,304 1,394,951 1,633,699 1,922,237
Current | distribution | =" e e O es
liabilities After
distribution 1,549,761 1,019,304 1,394,951 1,633,699 Notes 2
Non-current liabilities 68,262 405,281 388,804 151,430 181,088
Before
Total distribution 1,521,827 1,424,585 1,783,755 1,785,129 2,365,352
liabilities After
distribution 1,618,023 1,424,585 1,783,755 1,785,129 Notes 2
Attributable to the
owners of the parent 1,921,440 1,776,565 1,849,139 1,995,657 2,404,908
company
Capital Shares 1,678,000 1,678,000 1,678,000 1,678,000 1,696,450
Capital Reserve 27,280 60,916 73,464 76,815 206,483
Before
Retained | distribution 261,124 119,609 177,320 334,050 701,781
Earnings After
distribution 164,928 119,609 177,320 334,050 Notes 2
Other Equity -44,964 -81,960 -79,645 -93,208 -199,806
Treasury Shares 0 0 0 0 0
Non-control Equity 0 0 0 0 0
. Bgforg 1,921,440 1,776,565 1,849,139 1,995,657 2,404,908
.. | distribution
Total Equity After
N 1,825,244 1,776,565 1,849,139 1,995,657 Notes 2
distribution

Notes 1: The financial information of each year is reviewed by an accountant with certificate.

Notes 2: The 2019 earnings distribution statement for the year has not yet been resolved by the
shareholders' meeting yet.
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(4) Individual Consolidated Income Statement - IFRS

Unit: NT$ thousand

Year Financial Information in the recent five years (Notes 1)
ltemn 2015 2016 2017 2018 2019
Operating income 1,595,304 1,223,548 1,511,520 1,817,877 2,419,748
Operating gross profit 319,483 49,384 109,045 119,161 247,440
Operating profit and loss 68,374 -166,340 -78,999 -76,581 26,504
Non-operating income
and expenditure 132,247 124,126 153,026 298,257 377,222
Net profit before tax 200,621 -42,214 74,027 221,676 403,726
Continued operating unit )
net profit for the period 200,621 42,214 74,027 221,676 403,726
Loss of discontinued
operation unit 0 0 0 0 0
Current net profit (loss) 221,417 -44,857 56,655 168,496 366,750
Other comprehensive
profit and loss of the -17,866 -37,458 3,371 -13,356 -11,809
period (net after tax)
Total consolidated profit
and loss for the period 203,551 -82,315 60,026 155,140 355,922
Net profit attributable to
the parent company 221,417 -44,857 56,655 168,496 168,496
owner
Net profit attributable to
non-controlling equity 0 0 0 0 0
The total profit and loss
are attributable to the 203,551 -82,315 60,026 155,140 355,922
parent company owner
Total consolidated profit
and loss is attributable to 0 0 0 0 0
non-controlling equity
Earnings per share 1.32 -0.27 0.34 1 2.19
Notes 1: The financial information of each year is reviewed by an accountant with certificate.
(5) Name of the accountant with certificates and review comments in the past five years
1. Accountant with certificates and review opinions in the past five years
Year Accountant Firm Accountant Name Audit Opinion
2014 |PricewaterhouseCoopers Taiwan Yeh,Tsui-Miao ~ Wu,Yu-Lung Modified unqualified- opinion
2015 |PricewaterhouseCoopers Taiwan Yeh,Tsui-Miao ~ Wu,Yu-Lung Modified unqualified- opinion
2016 |PricewaterhouseCoopers Taiwan Yeh,Tsui-Miao ~ Wu,Yu-Lung Unqualified opinion
2017 |PricewaterhouseCoopers Taiwan Yeh,Tsui-Miao ~ Wu,Yu-Lung Unqualified opinion
2018 |PricewaterhouseCoopers Taiwan | Huang,Shih-Chun, Yeh,Tsui-Miao Unqualified opinion

2. The change of accountants in the past five years
In conjunction with the internal duty adjustment of the accounting firm, the financial
report was audited in fiscal year of 2017. The accountant was changed from Yeh,
Tsui-Miao and Wu, Yu-Lung to accountant Huang,Shih-Chun and Yeh, Tsui-Miao.
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2. The financial analysis in the recent five years:

(1) Consolidated Financial Analysis - IFRS

vear| Financial Information in the recent five years (Notes 1) | Current year as
of March 31,
Analyzed Items (Notes 2) 2015 2016 2017 2018 2019 2020
- Ratio of liability accounted for 48.97 53.7 51.85 54.65 6348  58.73
Financial assets
structure Ratio of long-term funds
(%) accounted for real estate, plant, 193.36 166.19 175.58 158.04 161.75 176.72
and equipment
| Current ratio 120.22 121.74 123.8 112.68 111.64]  120.16
S0 (\gf;‘ % |Quick Ratio 113.39 108.37 105.85 97.57 101.37|  105.59
0 - -
Times Interest Earned Ratio 14.31 3.88 6.83 17.49 23.25 41.11
Receivaples Turnover Ratio 2.91 2.62 2.3 2.73 3.06 2.76
(time)
Average collection days 125 139.31 158.69 133.69 119.28|  132.24
Average Inventory turnover 13.95 10.68 7.4 9.45 1673 1377
(Time)
Operat_lng A_verage payables turnover 332 4 3.49 395 379 299
Capacity (time)
Average Inventory turnover 26 34.17 49.32 38.62 21.82| 2651
days
Real estate, plant, and 2.56 2.2 1.97 3.04 5.07 4.73
equipment turnover (time)
Total assets turnover (time) 0.66 0.67 0.64 0.95 1.39 1.23
Return on total assets (%) 6.64 1.55 2.15 6.12 8.44 2.70
Return on total equity (%) 12.17 2.12 3.81 12.31 20.23 6.75
Profitability |\ct Profit before tax accounted 12.46 4.54 7 25,85 51.27 157
for paid-in capital ratio (%)
Net income to sales (%) 9.55 1.53 2.8 6.03 5.80 8.54
Earnings per share (NT$) 1.32 0.27 0.34 1.00 2.19 0.85
Cash flow ratio (%) 17.48 -6.49 27.75 8.32 7.52 22.21
9 107.63 50.1 73.53 56 46.70 .
Cash flow gasE ::ow ad.equacy (%) . 72.06
ash flow reinvestment ratio 15 3 18.37 _—_ 901 2908
(%)
Operating leverage 4.97 33.35 4.97 5.34 3.66 2.39
Leverage - -
Financial leverage 1.15 6.06 1.15 1.09 1.05 1.03

Please explain the reasons for the changes in the financial ratios in the last two years (it can be exempted from analysis if the increase or decrease is less than 20%.)

1. Financial structure: The changes in two year were all less than 20%.

2. Solvency: The 2019 interest coverage ratio was higher than the 2018 increase, which was mainly due to the increase in net profit before tax in fiscal year of 2019.

3. Operating capacity: As a result of revenue growth, the increase in net profit before tax led to an increase in real estate, plant, and equipment turnover and total asset turnover.
4. Profitability: As a result of revenue growth, the increase in net profit before tax increased the overall profitability.

5. Cash flow: The slight decrease in the cash flow ratio and cash reinvestment ratio was mainly due to the impact of the increase in the Company ’s equipment, inventory, and

other expenses.

Notes 1: The use of financial information for each year is reviewed by an certificated accountant.
Notes 2: The calculation formula of financial analysis: which is same as the following table (2) Individual financial analysis - IFRS Notes 2
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(2) Individual financial analysis - IFRS

Year Financial Information in the recent five years (Notes 1)
Ratio of liability accounted for
Financial |assets 44.2 44.5 49.1 47.22 49.59
structure [Ratio of long-term funds
(%) accounted for real estate, plant, 197 227.84 258.08 275.97 369.43
and equipment
Current ratio 96.45 85.66 73.94 62.13 84.89
Solvency - -

(%) Quick Ratio 91.82 79.15 64.55 55.15 78.29
Times Interest Earned Ratio 13.92 -1.78 5.63 12.13 19.20
Rgcelvables Turnover Ratio 283 236 577 283 289
(time)

Average collection days 129 155 131.76 128.97 126.29
Average Inventory turnover 143 14.77 12.83 12.38 15.76
(Time)
Operat_lng A_verage payables turnover 372 16 4.47 3.64 3.88
capacity |(time)
Average inventory turnover 26 25 98.45 99.48 93.16
days
Rea'l estate, plant, and_ 18 194 166 591 312
equipment turnover (time)
Total assets turnover (time) 0.49 0.37 0.44 0.49 0.57
Return on total assets (%) 7.21 -0.97 2.05 4.98 8.99
Return on total equity (%) 12.17 -2.43 3.13 8.76 16.67
Profitability | ct Profit before tax accounted| ) g¢ 252 4.41 13.21 23.80
for paid-in capital ratio (%)
Net income to sales (%) 13.88 -3.67 3.75 9.27 15.16
Earnings per share (NT$) 1.32 -0.27 0.34 1 2.19
Cash flow ratio (%) 15.55 -10.61 12.42 4.32 2.39
Cash flow Cash flow ad.equacy ratio (%) 65.82 32.48 32.98 30.58 26.41
gz;h flow reinvestment ratio 11.45 9 752 317 150
Leverage Operating leverage - - - - 17.05
g Financial leverage 1.29 0.92 0.83 0.79 6.14

Please explain the reasons for the changes in the financial ratios in the last two years (it can be exempted from
analysis if the increase or decrease is less than 20%.)
The Company has a good performance in the financial and operating conditions in 2019, please refer to the
consolidated financial analysis for relevant analysis.

Notes 1: The use of financial information for each year is reviewed by a certificated accountant.

Notes 2: Calculation formula for financial analysis:
1. Financial Structure
(1) Liability accounted for assets ratio=Total liabilities / total assets.

(2) Long-term funds accounted for real estate, plant, and equipment ratio = (Total equity +
non-current liabilities) / Net real estate, plant, and equipment.

2. Solvency
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(1) Current ratio = current assets / current liabilities.

(2) Quick ratio = (current assets - inventory - prepaid) / current liabilities.

(3) Times Interest Earned Ratio = Earnings before income tax and interest expenses / interest

expenses for the period.

3. Operating Capacity
(1) Receivables Turnover Ratio (including accounts receivable and notes receivable due to

business) = Net sales / balance of average receivables for each period (including accounts
receivable and notes receivable due to business.)

(2) Average collection days=365,”Receivables turnover ratio.

(3) Average inventory turnover days= Cost of sale / average inventory.

(4) Payables (including accounts payable and bills payable due to business) Turnover ratio = cost
of sale / average payables for each period (including accounts payable and notes payable due
to business.)

(5) Average sales days=2365_Inventory turnover ratio.

(6)Real estate, plant, and equipment turnover ratio = Net sales / average net real estate, plant, and

equipment.

(7)Total assets turnover ratio = Net sales / average total assets.

4. Profitability
(1) Return on total assets= [ After-tax profit and loss + interest expense x (1 - tax rate)] / Average

total assets.

(2) Return on total equity = After-tax profit and loss / total equity.

(3) Net profit ratio= After-tax profit and loss / net sales.

(4) Earnings per share =Profit or loss attributable to owners of the parent company - special

dividends) / weighted average number of issued shares. (Notes 4)

5. Cash flow
(1)Cash flow ratio = Net cash flow/current liabilities for operating activities.

(2) Cash flow adequacy ratio =Net cash flow from operating activities for the last five years/last
five years (capital expenditure + inventory increase + cash dividend).

(3) Cash flow reinvestment ratio = (Net cash flow from operating activities - cash dividends) /
(real estate, plant, and equipment gross + long-term investment + other non-current assets +
operating capital). (Notes 5)

6. Leverage:

(1)Operating leverage = (Net operating income - variable operating costs and expenses) /

Operating profit (Note 6).

(2)Financial leverage = Operating profit / (business profit - interest expense.)

Notes 3: The preceding formula for calculating the earnings per share shall concern the following
matters:

1. The weighted average number of common shares is based on the number of shares outstanding at
the end of the year.

2. For those who have cash replenishment or treasury shares, they shall consider the circulation
period and calculate the weighted average number of shares.

3. Anyone who has earnings transferred or capital reserve transferred will be retrospectively adjusted
according to the proportion of capital increase when calculating the earnings per share of the
previous year and the semi-annual, and there is no need to consider the issue period of the capital
increase.

4. If the special share is a non-convertible accumulative special share, its annual dividend (whether
or not it is paid) shall be net of the net profit after tax, or increase the net loss after tax. If the
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special share is non-cumulative, in the case of net profit after tax, the special share dividend shall
be deducted from the net profit after tax; if it is a loss, it shall not be adjusted.

Notes 4: The cash flow analysis shall concern the following matters when measuring:

1. Net cash flow from operating activities refers to the net cash inflows from operating activities in
the cash flow statement.

2. Capital expenditure refers to the number of cash outflows per year of capital investment.

3. The increase in inventory is only included when the ending balance is greater than the opening
balance. If the inventory is reduced at the end of the year, it is calculated as zero.

4. Cash dividends include cash dividends for ordinary shares and special shares.

5.Gross real estate, plant, and equipment refers to the total amount of real estate, plant and
equipment before the accumulated depreciation is deducted.

Notes 5: The issuer shall classify various operating costs and operating expenditures into fixed and
variable terms according to their nature. If there is any estimation or subjective judgment, they
shall pay attention to their rationality and maintain consistency.

Notes 6: If the company's stock is not denominated or the denomination is not NT$10, the calculation of
the proportion of the paid-up capital in the former opening is calculated based on the equity ratio
of the balance sheet attributable to the owner of the parent company.
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3. The supervisor’s review report of the financial report for the recent year

Speed Tech Corp.

The supervisor’s review report

The board of directors prepared the company’s 2019 business report, earnings distribution
form, and the consolidated financial report as well as individual report (including balance
sheet, consolidated income statement, statement of changes in equity, cash flow statement)
that had been reviewed by the PricewaterhouseCoopers Taiwan Shih-Chun Huang
accountant and Tsui-Miao Yeh accountant with certificate for audit. After the completion
of review, it is considered there is no difference; therefore, in accordance with Article 219

of the Company Acts, submitted the report for approval, please approve.

To

The 2019 Regular Shareholders’ Meeting of Speed Tech Corp.

Supervisor:  ASUS INVESTMENT CO., LTD.
Representative: Lin Chiu-Tan

Supervisor: Hsu Chia-Te
Supervisor: Tsai, Chia-Wei
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4. THE FINANCIAL REPORT FOR THE RECENT YEAR

SPEED TECH CORP. AND SUBSIDIARIES
CONSOLIDATED FINANCIAL STATEMENTS AND
REPORT OF INDEPENDENT ACCOUNTANTS
DECEMBER 31, 2019 AND 2018

For the convenience of readers and for information purpose only, the auditors’ report and the accompanying
consolidated financial statements have been translated into English from the original Chinese version prepared
and used in the Republic of China. In the event of any discrepancy between the English version and the
original Chinese version or any differences in the interpretation of the two versions, the Chinese-language
auditors’ report and consolidated financial statements shall prevail.
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SPEED TECH CORP. AND SUBSIDIARIES
Declaration of Consolidated Financial Statements of Affiliated Enterprises

For the year ended December 31, 2019, pursuant to “Criteria Governing Preparation of Affiliation
Reports, Consolidated Business Reports and Consolidated Financial Statements of Affiliated
Enterprises,” the Company that is required to be included in the consolidated financial statements of
affiliates, is the same as the Company required to be included in the consolidated financial statements of
parent and subsidiary companies under International Financial Reporting Standards 10. And if relevant
information that should be disclosed in the consolidated financial statements of affiliates has all been
disclosed in the consolidated financial statements of parent and subsidiary companies, it shall not be
required to prepare separate consolidated financial statements of affiliates.

Hereby declare,

SPEED TECH CORP.

Tsai, Chen-Lung

March 20, 2020

~112~



REPORT OF INDEPENDENT ACCOUNTANTS TRANSLATED FROM CHINESE

PWCR19000503
To the Board of Directors and Shareholders of Speed Tech Corp.

Opinion

We have audited the accompanying consolidated balance sheets of Speed Tech Corp. and its
subsidiaries (the “Group”) as at December 31, 2019 and 2018, and the related consolidated statements
of comprehensive income, of changes in equity and of cash flows for the years then ended, and notes to
the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, based on our audits and the reports of other independent accountants (please refer to
‘Other matter’ section of our report), the accompanying consolidated financial statements present fairly,
in all material respects, the consolidated financial position of the Group as at December 31, 2019 and
2018, and its consolidated financial performance and its consolidated cash flows for the years then
ended in accordance with the “Regulations Governing the Preparation of Financial Reports by
Securities Issuers” and the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations as endorsed by the Financial Supervisory
Commission.

Basis for opinion

We conducted our audits in accordance with the “Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants” and generally accepted auditing standards in the
Republic of China (ROC GAAS). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the Code of Professional Ethics for Certified
Public Accountants in the Republic of China (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. Based on our audits and the audit reports of other
independent accountants, we believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole and, in forming our opinion
thereon, we do not provide a separate opinion on these matters.

Key audit matters for the Group’s consolidated financial statements of the current period are stated as
follows:

Key audit matter - Impairment evaluation on property, plant and equipment

Description

Please refer to Note 4(15) for accounting policies on property, plant and equipment, Note 4(20) for
accounting policies on impairment of non-financial assets, Note 5(2) for the uncertainty of accounting
estimates and assumptions related to impairment of property, plant and equipment, and Note 6(6) for
details of property, plant and equipment.

The Group owns property, plant and equipment primarily for office, plant and machinery and
equipment for production. The operation of the Group may change with the changes in the economic
conditions and corporate strategies, which affects the impairment evaluation on property, plant and
equipment. The Group evaluates the recoverable amount of property, plant and equipment based on the
evaluation information prepared by the management and appraisal report prepared by the appointed
external appraiser. Considering the amounts of property, plant and equipment are significant and the
evaluation processes involve professional judgements. Thus, we consider the impairment evaluation on
property, plant and equipment as a key audit matter.

How our audit addressed the matter

Our key audit procedures performed in respect of the above included the following:

1. Inspected the evaluation information prepared by the management and reconciled with relevant
information.

2. Inspected the relevant documentations regarding the professionalism, competence and objectivity of
the external appraiser.

3. Interviewed the external appraiser and management to understand the evaluation method and data
source used.

4. Inspected the appraisal report prepared by the external appraiser, sampled and tested the data used
with relevant information.

Key audit matter - Evaluation on inventories
Description
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Please refer to Note 4(13), for accounting policies on inventory evaluation, Note 5(2) for the uncertainty
of accounting estimates and assumptions applied on inventory evaluation, and Note 6(4) for details of
inventories.

The Group’s revenue is primarily from processing and manufacturing as well as selling of electronic
connectors. The inventory value changes arising from technical transformations, environmental changes
and sales situations that affect the inventory evaluation. The Group evaluates the inventory net
realisable values based on judgements, identifying net realisable values for each inventory, comparing
the lower of costs and net realisable values and identifying the serviceability of obsolete inventories
individually, then decides the allowance for inventory evaluation losses. The inventory amounts are
significant and the evaluation processes involve judgements, thus, we consider the inventory evaluation
as a key audit matter.

How our audit addressed the matter

We performed the following audit procedures in respect of the above key audit matter:

1. Obtained the policies of inventory evaluation and evaluate the reasonableness and consistency of
these policies.

2. Observed physical inventory count at the end of the period to identify whether there are obsolete,
damaged or unsalable inventories.

3. Obtained ageing statements of each kind of inventory and tested the changes in ages of inventory.
Selected samples with inventory number and verified with change records, checked the accuracy of
classification range of inventory ages and assessed the effect on inventory value.

4. Obtained net realisable value statement of each kind of inventory and checked whether the applied
calculation logic agreed to all inventory. Sampled and tested relevant data with the relevant
documentations. In addition, recalculated the allowance for inventory valuation losses that the Group
should provision by comparing the lower of costs and net realisable values individually.

Other matter - Scope of the audit

We did not audit the financial statements of certain Subsidiaries and investees accounted for using
equity method that are included in the consolidated financial statements. Those financial statements
were audited by other independent accountants whose reports thereon have been furnished to us, and
our opinion expressed herein is based solely on the audit reports of the other independent accountants.
On December 31, 2019 and 2018, the Group recognised the investments accounted for using equity
method for aforementioned investees amounting to NT$245,574 thousand and NT$2,206 thousand,
respectively, constituting 2.43% and 0.04% of the total consolidated assets, respectively; and
recognised comprehensive income amounting to NT$322,344 thousand and NT$0 thousand,
constituting 2.86% and 0% of the consolidated comprehensive income for the years then ended,
respectively.

Other matter - Parent company only financial reports
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We have audited and expressed an unqualified opinion on the parent company only financial statements
of Speed Tech Corp. as at and for the years ended December 31, 2019 and 2018.

Responsibilities of management and those charged with governance for the
consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the “Regulations Governing the Preparation of Financial Reports by
Securities Issuers” and the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations as endorsed by the Financial Supervisory
Commission, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance, including the supervisors, are responsible for overseeing the Group’s
financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ROC GAAS will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ROC GAAS, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

1. Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
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effectiveness of the Group’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

6. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Yeh, Tsui-Miao Huang, Shih-Chun

For and on behalf of PricewaterhouseCoopers, Taiwan
March 20, 2020

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 consolidated 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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SPEED TECH CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2019 AND 2018

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

December 31, 2019

December 31, 2018

Total non-current assets

1XXX Total assets

(Continued)

119

_Assets _Notes Amount %
Current assets
Cash and cash equivalents 6(1) $ 833,003 8
Financial assets at fair value through profit or loss-current  6(2) 241,284 3
Financial assets measured by amortized cost-current 8 29,181 -
Notes receivable, net 6(3) 1,546 -
Notes receivable, net-related parties 6(3), 7(3)and 8 522,084 5
Accounts receivable, net 6(3) 853,002 9
Accounts receivable, net-related parties 6(3) and 7(3) 3,359,065 33
Other receivables 26,812 -
Other receivables - related parties 7(3) 139,811 1
Current income tax assets 6(27) 1,255 -
Inventories 6(4) 577,668 6
Prepayments 31,218 -
Other current assets 1,589 -
Total current assets 6,617,518 65
Non-current assets

Investments accounted for using equity method 6(5) 333,684 3
Property, plant and equipment 6(6), 7(3) and 8 2,588,501 26
Right-of-use asset 6(7) 18,641 -
Investment property - net 6(9) and 8 100,937 1
Intangible assets 209,617 2
Deferred income tax assets 6(27) 103,581 1
Other non-current assets 6(10) 141,752 2

3,496,713 35

$ 10,114,231 100

Amount %
$ 531,731 9
2,602 -
28,959 -
7,143 -
138,570 2
769,932 13
1,567,895 26
15,758 -
21,464 -
1,403 -
423,885 7
54,236 1
2,754 z
3,566,332 58
284,970 5
1,854,600 30
176,741 3
2,764 -
104,357 2
106,241 2
2,529,673 42
$ 6,096,005 _$ 100
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SPEED TECH CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2019 AND 2018

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

Liabilities and Equity
Current liabilities

Short-term borrowings

Short-term tickets payable
Contract liabilities-current

Notes payable
Accounts payable

Accounts payable - related parties

Other payables

Other payables - related parties
Current income tax liabilities
Lease liabilities-current

Other current liabilities

Total current liabilities
Non-current liabilities

Long-term borrowings
Deferred income tax liabilities
Lease liabilities-non-current
Other non-current liabilities
Total non-current liabilities

Total Liabilities

Equity attributable to owners of parent

Share capital

Common shares
Capital surplus

Capital surplus
Retained earnings

Legal reserve
Special reserve
Unappropriated retained earnings

Other equity
Other equity interest

Equity attributable to owners of the parent

Non-controlling interest

Total equity intrest

Significant contingent liabilities and unrecognised

contract commitments

Significant events after the balance sheet date

Total liabilities and equity

The accompanying notes are an integral part of these consolidated financial statements.

Notes

6(11)

6(21)

7(3)

6(12)

7(3)

6(27)

7(3)

6(13) and 7(3)

6(14)
6(27)

6(17)

6(18)

6(19)

6(20)
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December 31, 2019

Amount %
$1,522,921 15
99,867 1
60 -
20,263 -
2,890,006 29
374,190 4
625,669 6
249,577 2
105,296 1
5,652 -
33,819 -
5,927,320 58
250,000
217,417
12,265 -
13,973 -
493,655 5
6,420,975 63
1,696,450 17
206,483 1
48,402 1
93,208 1
560,171 6
(199,806) (2)
2,404,908 24
1,288,348 13
3,693,256 37

$10,114,231 100

December 31, 2018

Amount

$ 852,357

314

24,998
1,318,756

308,690
306,983
30,579
20,432
301,862

3,164,971

3,331,716

1,678,000

76,815

31,552
79,645
222,853

(193,208)
1,995,657

$ 6,096,005
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SPEED TECH CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

YEARS ENDED DECEMBER 31, 2019 AND 2018

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS, EXCEPT EARNINGS PER SHARE AMOUNT)

_ltems
Operating revenue
Operating costs
Gross profit
Operating expenses
Selling expenses
General and administrative expenses
Research and development expenses
Expected credit impairment loss
Total operating expenses
Operating profit
Non-operating income and expenses
Other income
Other gains and losses

Finance costs

Notes
6(21) and 7(3)

6(4),(25) and 7(3)

6(25) and 7(3)

12(2)

6(22) and 7(3)
6(23)
6(24) and 7(3)

Share of profit of associates and joint ventures accounted

for using equity method
Total non-operating income and expenses
Profit before income tax
Income tax expense

Profit for the year

6(5)

6(27)

(Continued)
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Years ended December 31,

2019

Amount
$ 11,260,075
(9,357,558)

1,902,517

(108,990)
(145,161)
(795,787)

(4.814)

(1,054,752)
847,765

101,397
(136,492)
(39,098)

869,765

(216,711)
$ 653,054

%

2018

Amount

100 $ 5,133,422

(83)
17

(D
(D
(7

(D
(D

=

(2)
6

(4,083,487)

1,049,935

(90,591)
(97,936)
(528,088)
(10.338)
(726.953)

433,843

(124,249)
$ 309,594
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SPEED TECH CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

YEARS ENDED DECEMBER 31, 2019 AND 2018

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS, EXCEPT EARNINGS PER SHARE AMOUNT)

Items
Other comprehensive income (loss) , het
Components of other comprehensive income (loss) that
will not be reclassified to profit or loss

8311  Gains (losses) on remeasurements of defined benefit plans
8320  Share of other comprehensive income of associates and
joint ventures accounted for using equity method,
components of other comprehensive income that will not
be reclassified to profit or loss

8349  Income tax related to components of other comprehensive
(loss) income that will not be reclassified to profit or loss
8310 Components of other comprehensive income that will

not be reclassified to profit or loss
Components of other comprehensive income that may be
reclassified to profit or loss
Exchange differences on translation of foreign financial
statements
Share of other comprehensive income (loss) of associates
and joint ventures accounted for using equity method,
components of other comprehensive income that may be
reclassified to profit or loss

8361
8370

8399 Income tax relating to components of other comprehensive
income (loss) that may be reclassified to profit or loss
8360 Total components of other comprehensive (loss) income

that may be reclassified to profit or loss
8300 Other comprehensive (loss) income for the year, net

8500 Total comprehensive income for the year
Profit, attributable to:

8610  Owners of the parent

8620  Non-controlling interest
Comprehensive income attributable to:

8710  Owners of the parent

8720  Non-controlling interest

Basic earnings per share

9750 Total basic earnings per share
Diluted earnings per share

9850 Total diluted earnings per share

Years ended December 31

2019 2018
Notes Amount % Amount %
1,325 - ($176) -
(79) - 421 -
6(27)
265 - f 38) z
981 - 207 z
6(20) (43979 (1) (44,453) (1)
6(20)
(19,665) - 3,879 -
6(27)
535 - 7,580 -
(53109 (1) (32994) (1)
% 52,128) (1) ($ 32,787) (1)
$ 600,926 5 _%$ 276,807 5
$ 366,750 3 3 168,496 3
$ 286,304 3 3 141,098 3
$ 355,922 3 3 155,140 3
S 245004 2 5 121667 2
6(28) $ 2.19 $ 1.00
6(28) $ 212 $ 1.00

The accompanying notes are an integral part of these consolidated financial statements.
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Year 2018
Balance at January 1, 2018
Net income for 2018
Other comprehensive income (loss)

Total comprehensive income (loss)
Appropriation and distribution of 2017 retained
earnings

Legal reserve appropriated
Reversal of special reserve
Changes in ownership interests in associates

Compensation cost of employee stock options
Increase in non-controlling interests-capital
increase of subsidiaries

Balance at December 31, 2018
Year 2019
Balance at January 1, 2019
Net income for 2019
Other comprehensive income (loss)
Total comprehensive income (loss)
Appropriation and distribution of 2018 retained
earnings
Legal reserve appropriated
Special reserve appropriated
Issuance of employee restricted stocks
Compensation cost of employee restricted stocks
Compensation cost of employee stock options
Increase in non-controlling interests-capital
increase of subsidiaries
Increase in non-controlling interests-acquired
from business combinations

Balance at December 31, 2019

SPEED TECH CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

YEARS ENDED DECEMBER 31, 2019 AND 2018

Capital surplus
Difference between
consideration and
carrying amount of

Equity attributable to owners of the parent

_Retained earnings

_Other equity.
Exchange
differences on
translation of

Unappropri foreign Non-control
subsidiaries acquired ated financial Unearned ling
Common Share Legal Special retained
Notes shares premium or disposed Others reserve reserve earnings statements _compensation Total interest _Total equity
$ 1,678,000 $ 27,280 $46,184 % - _$25.887 $ 81,960 $69,473 ($79,645) $ - $1,849,139 $416,705 _$ 2,265,844
- - - - - - 168,496 - - 168,496 141,098 309,594
6(20) - - - - - - 207 (13,563) - (13,356) (19,431) (32,787)
- - - - - - 168,703 (13,563) - 155,140 121,667 276,807
6(19)
- - - - 5665 - (5,665) - - - - -
- - - - - (2,315) 2,315 - - - - -
- - - - - - (11,973) - - (11,973) - (11,973)
- - - 3,351 - - - - - 3,351 4,504 7,855
6(29) - - - - - - - - - - 225756 225,756
$1,678,000 $ 27,280 $46,184 $3,351 $31,552 $79,645 _$222,853 ($93,208) $ - $1,995,657 $768,632 $2,764,289
$1,678,000 $ 27,280 $46,184 $3,351 $31,552 $79,645 _$222.853 ($93,208) $ - $1,995657 _$768,632 _$2,764,289
- - - - - - 366,750 - - 366,750 286,304 653,054
6(20) - - - - - - 981 (11,809) - (10,828)  (41,300) (52,128)
- - - - = = 367,731 (11,809) - 355,922 245,004 600,926
6(19)
- - - - 16,850 - (16,850) - - - - -
- - - - - 13563  (13,563) - - - - -
6(16) 18,450 - - 110,972 - - - - (110,972) 18,450 - 18,450
6(16) - - - - - - - - 16,183 16,183 - 16,183
6(16) - - - 18,696 - - - - - 18,696 33,281 51,977
- - - - - - - - - - 109,593 109,593
6(30) - - - - - - - - - - 131,838 131,838
$ 1,696,450 $ 27,280 $46,184 $133,019 $48,402 $93208 _$560,171 ($105,017) ($94,789) $2,404,908 $1,288,348 _$ 3,693,256

The accompanying notes are an integral part of these consolidated financial statements.
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SPEED TECH CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2019 AND 2018
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

Years ended December 31,

(Continued)

124

Notes 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax $869,765  $433,843
Adjustments
Adjustments to reconcile profit (loss)
Expected credit loss 12(2) 4,814 10,338
Depreciation on property, plant and equipment 6(25) 379,542 320,217
Depreciation on investment property 6(23) 1,184 1,862
Depreciation charges on right-of-use assets 6(25) 6,753 -
Amortisation on intangible assets 6(25) 10,694 2,194
Interest expense 6(24) 39,098 26,302
Interest income 6(22) (19,469) (7,162)
Loss on disposal of property, plant and equipment 6(23) 38,955 1,946
Property, plant and equipment transferred to expenses 29,060 25,621
Share of profit of associates accounted for using equity method 6(5) (96,193) (77,028)
Net (gain) loss on financial assets and liabilities at fair value through profit or loss 6(23) (2,543) 4,793
Impairment loss on property, plant and equipment 6(23) 20,148 -
Share-based payments 6(16) 68,160 7,855
Changes in operating assets and liabilities
Changes in operating assets

Financial assets and liabilities at fair value through profit or loss (236,139) (6,381)
Notes receivable, net 5,597 (2,726)
Notes receivable due from related parties, net 138,570  (138,160)
Accounts receivable 79,783) 11,768
Accounts receivable due from related parties (2,179,801) (1,107,464)
Other receivables (8,873) 15,327
Other receivables due from related parties (118,347) (12,618)
Inventories (139,428) (88,526)
Prepayments 34,165 (23,216)
Other current assets 1,353 (285)
Other non-current assets 7,528 13,086

Changes in operating liabilities
Current contract liabilities (264) (293)
Notes payable (6,644) (5,068)
Accounts payable 1,566,299 619,030
Accounts payable to related parties (39,815) 180,066
Other payables 200,318 83,711
Other payables to related parties 27,960 16,396
Other current liabilities (3,205) 4,101
Other non-current liabilities 426 5,141
Cash inflow generated from operations 529,885 314,670
Income taxes received 9,498 508
Income taxes paid (103,044) (58,907)
Interest received 9,469 7,162
Net cash provided by operating activities 445,808 263,433




SPEED TECH CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2019 AND 2018

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

Years ended December 31,

Notes 2019 2018

CASH FLOWS FROM INVESTING ACTIVITIES
Dividends received from investments accounted for using equity method 6(5) and 7(3) $37,735 $22,197
Acquisition of property, plant and equipment 6(32) (918,846) (742,863)
Proceed from disposal of property, plant and equipment 54,075 88,942
Acquisition of intangible assets (422) (351)
Increase in prepayments for business facilities (75,419) (35,327)
Decrease (increase) in refundable deposits 6(10) 874 (2,553)
(Increase) decrease in financial assets at amortised cost-current (222) 139,743
Net cash flow from acquisition of subsidiaries 6(30) 91,358 -
Net cash used in investing activities (993,583) (530,212)

CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term notes and bills payable 6(33) 240,000 -
Decrease in short-term notes and bills payable 6(33) (1140,133) -
Proceeds from short-term loans 6(33) 6,110,126 5,409,590
Repayments of short-term loans 6(33) (5,454,637) (5,447,089)
Proceeds from long-term loans 6(33) 280,000 -
Repayments of long-term loans 6(33) (295,000) (/30,000)
Decrease in guarantee deposits received (1300) (1924)
Increase in other payables to related parties 6(33) 54,437 -
Decrease in other payables to related parties 6(33) (138,710) -
Payments of lease liabilities 6(33) (6,558) -
Interest paid (139,098) (26,246)
Cash received from issuance of employee restricted stocks 6(16) 18,450 -
Increase in non-controlling interest-capital increase of subsidiaries 109,593 225,756
Net cash from financing activities 838,170 131,087
Effect of exchange rate 10,877 (120,610)
Net increase (decrease) in cash and cash equivalents 301,272 (156,302)
Cash and cash equivalents at beginning of the year 6(1) 531,731 688,033
Cash and cash equivalents at end of the year 6(1) $833,003 _$531,731

The accompanying notes are an integral part of these consolidated financial statements.
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SPEED TECH CORP. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2019 AND 2018
(Expressed in thousands of New Taiwan dollars, except as otherwise indicated)

1. HISTORY AND ORGANISATION

(1) Speed Tech Corp. (the “Company”) was incorporated in October 1990 as a company limited by
shares under the provisions of the Company Act of the Republic of China (R.O.C.). The Company

and its subsidiaries (collectively referred herein as the “Group”) are primarily engaged in
processing, manufacturing and sales of electronic connectors in relation to various computer,
electronic and communication products.

(2) The shares of the Company were listed on the Taipei Exchange on September 2000.

(3) The Company, with February 1, 2003 and December 15, 2003 respectively as the acquisition date,
absorbed Haur Sheng Precision Ind. Co., Ltd. and Toyoshima Corporation with the Company being
the surviving company. After the merger, the Group extended its business scopes to design,
processing, manufacturing and sales of mechanical equipment, as well as design, manufacturing,
and sales of key components, raw materials and molds of control buttons in relation to various
electronic components, various computers, and communication and consumer electronics from
original electronic connectors only.

2. THE DATE OF AUTHORISATION FOR ISSUANCE OF THE CONSOLIDATED FINANCIAL
STATEMENTS AND PROCEDURES FOR AUTHORISATION

These consolidated financial statements were authorised for issuance by the Board of Directors on
March 20, 2020.

3. APPLICATION OF NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS
Effect of the adoption of new issuances of or amendments to International Financial Reporting

Standards (“IFRS”) as endorsed by the Financial Supervisory Commission (“FSC”)

New standards, interpretations and amendments endorsed by the FSC effective from 2019 are as
follows:
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Effective date by

International Accounting

Standards
New Standards, Interpretations and Amendments Board
Amendments to IFRS 9, ‘Prepayment features with negative January 1,
compensation’ 2019
IFRS 16, ‘Leases’ January 1,
2019
Amendments to TAS 19, ‘Plan amendment, curtailment or January 1,
settlement’ 2019
Amendments to TAS 28, ‘Long-term interests in associates January 1,
and joint ventures’ 2019
IFRIC 23, ‘Uncertainty over income tax treatments’ January 1,
2019
) January 1,
Annual improvements to IFRSs 2015-2017 cycle 2019

Except for the following, the above standards and interpretations have no significant impact to the
Group’s consolidated financial condition and consolidated financial performance based on the
Group’s assessment.

IFRS 16, ‘Leases’
A. IFRS 16, ‘Leases’, replaces IAS 17, ‘Leases’ and related interpretations and SICs. The standard

requires lessees to recognise a ‘right-of-use asset’ and a lease liability (except for those leases
with terms of 12 months or less and leases of low-value assets). The accounting stays the same
for lessors, which is to classify their leases as either finance leases or operating leases and
account for those two types of leases differently. IFRS 16 only requires enhanced disclosures to
be provided by lessors.

B. The Group has elected to apply IFRS 16 by not restating the comparative information (referred
herein as the ‘modified retrospective approach’) when applying “IFRSs” effective in 2019 as
endorsed by the FSC. Accordingly, the Group increased ‘right-of-use asset’ by $24,366,
increased ‘lease liability’ by $23,440 and decreased long-term lease prepayments by $926 with
respect to the lease contracts of lessees on January 1, 2019.

C. The Group has used the following practical expedients permitted by the standard at the date of
initial application of IFRS 16:
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(a) Reassessment as to whether a contract is, or contains, a lease is not required, instead, the
application of IFRS 16 depends on whether or not the contracts were previously identified as
leases applying 1AS 17 and IFRIC 4.

(b) The accounting for operating leases whose period will end before December 31, 2019 as
short-term leases and accordingly, rent expense of $14,776 was recognised for the year ended
December 31.

(c) The exclusion of initial direct costs for the measurement of ‘right-of-use asset’.

(d) The use of hindsight in determining the lease term where the contract contains options to
extend or terminate the lease.

D. The Group calculated the present value of lease liabilities by using the weighted average
incremental borrowing interest rate range from 1.50% to 4.34%.

E. The Group recognised lease liabilities which had previously been classified as ‘operating leases’
under the principles of IAS 17, ‘Leases’. The reconciliation between operating lease
commitments under IAS 17 measured at the present value of the remaining lease payments,
discounted using the lessee’s incremental borrowing rate and lease liabilities recognised as of

January 1, 2019 is as follows:

Amount

Operating lease commitments disclosed by applying IAS 17 as at

December 31, 2018 $ 39,534
Less: Short-term leases ( 14,776)
Total lease contracts amount recognised as lease liabilities by applying

IFRS 16 on January 1, 2019 $ 24,758
Incremental borrowing interest rate at the date of initial application 1.50%~4.34%
Lease liabilities recognised as at January 1, 2019 by applying IFRS 16 $ 23,440

Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not yet adopted by the

Group
New standards, interpretations and amendments endorsed by the FSC effective from 2020 are as

follows:

Effective date by
International Accounting
New Standards, Interpretations and Standards
Amendments Board
Amendments to IAS 1 and ITIAS 8, ‘Disclosure January 1,
Initiative-Definition of Material’ 2020
Amendments to IFRS 3, ‘Definition of a business’ January 1,
2020
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Effective date by

International Accounting

New Standards, Interpretations and Standards
Amendments Board
Amendments to IFRS 9, IAS 39 and IFRS 7, ‘Interest rate January 1,
benchmark reform’ 2020

The above standards and interpretations have no significant impact to the Group’s consolidated

financial condition and consolidated financial performance based on the Group’s assessment.

IFRSs issued by IASB but not yet endorsed by the FSC

New standards, interpretations and amendments issued by IASB but not yet included in the IFRSs
as endorsed by the FSC are as follows:

Effective date by

International Accounting

New Standards, Interpretations and Standards
Amendments Board
Amendments to IFRS 10 and IAS 28, ‘Sale or contribution of To be
assets between an investor and its associate or joint determined
venture’ by

International
Accounting
Standards
Board
IFRS 17, ‘Insurance contracts’ January 1,
2021

Amendments to IAS 1, ‘Classification of liabilities as January 1,
current or non-current’ 2022

The above standards and interpretations have no significant impact to the Group’s consolidated
financial condition and consolidated financial performance based on the Group’s assessment.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated financial statements
are set out below. These policies have been consistently applied to all the periods presented, unless
otherwise stated.
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Compliance statement

The consolidated financial statements of the Group have been prepared in accordance with the
“Regulations Governing the Preparation of Financial Reports by Securities Issuers”, International
Financial Reporting Standards, International Accounting Standards, IFRIC Interpretations, and SIC
Interpretations as endorsed by the FSC (collectively referred herein as the “IFRSs”).

Basis of preparation

A. Except for the following items, the consolidated financial statements have been prepared under
the historical cost convention:

(a) Financial assets and financial liabilities (including derivative instruments) at fair value
through profit or loss.

(b) Defined benefit liabilities recognised based on the net amount of pension fund assets less
present value of defined benefit obligation.

B. The preparation of financial statements in conformity with IFRSs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process
of applying the Group’s accounting policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the consolidated
financial statements are disclosed in Note 5.

Basis of consolidation

A. Basis for preparation of consolidated financial statements:

() All subsidiaries are included in the Group’s consolidated financial statements. Subsidiaries
are all entities (including structured entities) controlled by the Group. The Group controls an
entity when the Group is exposed, or has rights, to variable returns from its involvement with
the entity and has the ability to affect those returns through its power over the entity.
Consolidation of subsidiaries begins from the date the Group obtains control of the
subsidiaries and ceases when the Group loses control of the subsidiaries.

(b) The balances and unrealised gains or losses between inter-companies within the Group are
eliminated. Accounting policies of subsidiaries have been adjusted where necessary to ensure
consistency with the policies adopted by the Group.

(c) Profit or loss and each component of other comprehensive income are attributed to the
owners of the parent and to the non-controlling interests. Total comprehensive income is
attributed to the owners of the parent and to the non-controlling interests even if this results
in the non-controlling interests having a deficit balance.

(d) Changes in a parent’s ownership interest in a subsidiary that do not result in the parent losing
control of the subsidiary (transactions with non-controlling interests) are accounted for as
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equity transactions, i.e. transactions with owners in their capacity as owners. Any difference
between the amount by which the non-controlling interests are adjusted and the fair value of
the consideration paid or received is recognised directly in equity.

(e) When the Group loses control of a subsidiary, the Group remeasures any investment retained
in the former subsidiary at its fair value. That fair value is regarded as the fair value on initial
recognition of a financial asset or the cost on initial recognition of the associate or joint
venture. Any difference between fair value and carrying amount is recognised in profit or
loss. All amounts previously recognised in other comprehensive income in relation to the
subsidiary are reclassified to profit or loss on the same basis as would be required if the
related assets or liabilities were disposed of. That is, when the Group loses control of a
subsidiary, all gains or losses previously recognised in other comprehensive income in
relation to the subsidiary should be reclassified from equity to profit or loss, if such gains or
losses would be reclassified to profit or loss when the related assets or liabilities are disposed
of.

B. Subsidiaries included in the consolidated financial statements:
Ownership (%)

December December

Name of investor Name of subsidiary Main business activities 31,2019 31,2018 Description
The Company Stech International Co., Ltd. Reinvestment and trading 100 100 Established in
(Stech (BVI)) July 2000
The Company Space Speed Techology Ltd. Reinvestment and trading 100 100 Established in
(BVI) September 2000
The Company Toyoshima Corporation (M)  Mainly manufacturing, 100 100 Established in
Sdn. Bhd. processing and trading of August 1989
remote contrl buttons
The Company Speedtech (HK) Co., Ltd. Reinvestment and trading 100 100 Established in
(Speedtech (HK)) June 2012
(Note 1)
The Company Speedtech (LS-ICT) Co., Reinvestment and trading 100 100 Established in
Ltd. (Speed tech (LS-ICT)) August 2014
The Company Castle Rock Inc. Manufacturing and sales of 40 Established in
computer peripherals, data May 2006
storage media and electronic (Note 3)

components
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Name of investor Name of subsidiary

Main business activities

Ownership (%)

December

31, 2019

Stech (BVI) Speed Tech (Beijing) Co.,
Ltd.
Space Speed Dong Guan Speed Tech

Techology Ltd. (BVI) Electronics Co., Ltd.

Space Speed Shen Zhen Speed Tech

Techology Ltd. (BVI) Electronics Co., Ltd.

Speedtech (HK) Dongguan Leader Precision
Industry Co., Ltd.
Speedtech (HK) Luxshare Precision

Accessory (Kunshan) Ltd.

Manufacturing and sales of
various connectors, metal
stamping parts, plastic
injection parts, other iron &
steel products and other
copper products.
Manufacturing and sales of
various connectors, metal
stamping parts, plastic
injection parts, other iron &
steel products and other

copper products.

Trading of electronic parts
and components in relation
to computers and

communications.

Research, development,
manufacturing and sales of
electric wire and cable,
connecting line, connector,
computer peripherals, precise
die mold and plastic

hardware products.

Research, development,
manufacturing and sales of

electric wire and cable,
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December

31, 2018

Description

100 100

- 100

100 100

60 60

51 51

Stech (BVI)
reinvested in
Beijing,
Mainland China
in February
2000 (Note 2)
Space Speed
(BVI)
reinvested in
Dongguan,
Mainland China
in June 2001
(Note 4)
Space Speed
(BVI)
reinvested in
Shenzhen,
Mainland China
in May 2012
Speedtech (HK)
reinvested in
Dongguan,
Mainland China

in April, 2012

Speedtech (HK)
reinvested in

Kunshan,



Ownership (%

December December
Name of investor Name of subsidiary Main business activities 31,2019 31,2018 Description
connecting line, connector, Mainland China
computer peripherals, precise in July 2017
die mold and plastic (Note 1)

Note 1:

Note 2:

hardware products.

On July 7, 2017, the Board of Directors resolved to increase capital to Speedtech (HK)
amounting to $233,698 (RMB 51 million) for Speedtech (HK) jointly establishing
Luxshare Precision Accessory (Kunshan) Ltd. with Luxshare Precision Industry Co.,
Ltd. in Kunshan, Mainland China. As of January 1, 2018, the registered capital of
Luxshare Precision Accessory (Kunshan) Ltd., fully funded by Speedtech (HK) in the
first quarter, was RMB 100 million and the paid in capital was $233,698 (RMB 51
million), therefore, it was wholly-owned by Speedtech (HK). In the second quarter of
2018, the share interest of Luxshare Precision Accessory (Kunshan) Ltd. held by
Speedtech (HK) and Luxshare Precision Industry Co., Ltd. was 51% and 49%,
respectively, after the joint venture party, Luxshare Precision Industry Co., Ltd.,
invested RMB 49 million in it; and the Company participate in the capital increase
raised by Luxshare Precision Accessory (Kunshan) Ltd. proportionally to Speedtech
(HK)’s interest to Luxshare Precision Accessory (Kunshan) Ltd. through Speedtech
(HK) in amount of $46,730(RMB 10,200 thousand), therefore, as of June 30, 2019, the
registered capital of Luxshare Precision Accessory (Kunshan) Ltd. was RMB 300
million and the paid in capital was $551,081(RMB 120 million). In the third quarter of
2019, the Company participate in another capital increase raised by Luxshare Precision
Accessory (Kunshan) Ltd. proportionally to Speedtech (HK)’s interest to Luxshare
Precision Accessory (Kunshan) Ltd. through Speedtech (HK) in amount of $67,335
(RMB 15,300 thousand), therefore, as of December 31, 2019, the registered capital of
Luxshare Precision Accessory (Kunshan) Ltd. was RMB 300 million and the paid in
capital was $683,111(RMB 150 million).

The Stech International Co., Ltd’s subsidiary, Speed Tech (Beijing) Co., Ltd., has
annulled its registration on August 27, 2018. As of March 20, 2020, the subsidiary has
still been waiting for the approval from the State Administration of Foreign Exchange
and the liquidation procedures has still been in process.
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Note 3: On May 16, 2019, the Board of Directors resolved to acquire 40% of the share capital of
Castle Rock Inc. for $123,590 (USD 4 million) and obtained the control over Castle
Rock Inc. as the Company has two directors out of three on its Board, and it was
included in the consolidated financial statements since May 31, 2019.

Note 4: The subsidiary, Dong Guan Speed Tech Electronics Co., Ltd., held by the Company
through Space Speed Technology Limited, completed the liquidation in the third quarter

of 20109.

C. Subsidiaries not included in the consolidated financial statements: None.

D. Adjustments for subsidiaries with different balance sheet dates: None.

E. Significant restrictions: None.

F. Subsidiaries that have non-controlling interests that are material to the Group:
(a) As of December 31, 2019 and 2018, the non-controlling interest amounted to $1,288,348 and

$768,632, respectively. The
subsidiaries is as follows:

information of non-controlling interest and respective

Non-controlling interest

December 31, 2019 December 31, 2018

Principal place Ownership Ownership

Name of Subsidiary of business Amount (%) Amount (%)
Dongguan Leader
Precision Industry Mainland China 504,119 40% $ 468,947 40%
Co., Ltd.
Luxshare Precision
Accessory (Kunshan) Mainland China 651,305 49% 299,685 49%
Ltd.

1,155,424 $ 768,632

(b) Summarised financial information of the subsidiaries that have non-controlling interests that
are material to the Group are as follows:

i. Balance sheets

Current assets
Non-current assets
Current liabilities
Non-current liabilities

Total net assets

Dongguan Leader Precision
Industry Co., Ltd.

December 31, 2019 December 31, 2018

$ 1,512,153 $ 1,427,894
699,855 635,700
( 937,609) ( 877,797)
( 14,103) ( 13,429)
$ 1,260,296 $ 1,172,368
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Current assets
Non-current assets
Current liabilities

Total net assets

ii. Statements of comprehensive income

Revenue

Profit before income tax
Income tax expense

Profit for the period
Other comprehensive income, net of tax

Total comprehensive income for the period

Comprehensive income attributable to non
-controlling interest

Dividends paid to non-controlling interest

Revenue

Profit before income tax
Income tax expense

Profit for the period
Other comprehensive income, net of tax

Total comprehensive income for the period

Comprehensive income attributable to non
-controlling interest

Dividends paid to non-controlling interest

iii. Statements of cash flows
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Luxshare Precision
Accessory (Kunshan) Ltd.

December 31, 2019

December 31, 2018

$ 3,460,079 $ 1,068,288
1,185,430 449,061
3,316,315) ( 905,748)
$ 1,329,194 $ 611,601

Dongguan Leader Precision
Industry Co., Ltd.

Years ended December 31,

r

2019 2018
2301,642 $ 2,377,876
135,739 179,924
22,845) ( 27,036)
112,894 7 152,888
112,894 $ 152,888
40561 $ 59,539
-3 -

Luxshare Precision
Accessory (Kunshan) Ltd.

Years ended December 31,

L

2019 2018
7,710,071 $ 1,636,404
654,415 202,681
144,879) ( 37,267)
509,536 165,414
509,536 $ 165,414
244657 $ 81,559

- $ -




Dongguan Leader Precision
Industry Co., Ltd.

Years ended December 31,
F F

2019 2018
Net cash provided by operating activities $ 324,960 $ 40,370
Net cash used in investing activities ( 160,149) ( 121,799)
Net cash (used in) provided by financing activities ( 6,844) 28,664
Effect of exchange rates on cash and cash
equivalents ( 28,014) ( 16,444)
Increase (decrease) in cash and cash equivalents 129,953 ( 69,209)
Cash and cash equivalents, beginning of period 49,492 118,701
Cash and cash equivalents, end of period $ 179,445 $ 49,492
Luxshare Precision
Accessory (Kunshan) Ltd.
Years ended December 31,
r 2019 l 2018
Net cash provided by operating activities $ 224,149 $ 99,239
Net cash used in investing activities ( 784,544) ( 371,896)
Net cash provided by financing activities 629,263 225,756
Effect of exchange rates on cash and cash
equivalents ( 49,071) ( 9,377)
Increase (decrease) in cash and cash equivalents 19,797 ( 56,278)
Cash and cash equivalents, beginning of period 39,668 95,946
Cash and cash equivalents, end of period $ 59,465 $ 39,668

Foreign currency translation

Items included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (the “functional
currency”’). The consolidated financial statements are presented in New Taiwan dollars, which is
the Company’s functional and the Group’s presentation currency.
A. Foreign currency transactions and balances
(a) Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions or valuation where items are remeasured.
Foreign exchange gains and losses resulting from the settlement of such transactions are
recognised in profit or loss in the period in which they arise.
(b) Monetary assets and liabilities denominated in foreign currencies at the period end are
re-translated at the exchange rates prevailing at the balance sheet date. Exchange differences
arising upon re-translation at the balance sheet date are recognised in profit or loss.
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(c) Non-monetary assets and liabilities denominated in foreign currencies held at fair value
through profit or loss are re-translated at the exchange rates prevailing at the balance sheet
date; their translation differences are recognised in profit or loss. Non-monetary assets and
liabilities denominated in foreign currencies held at fair value through other comprehensive
income are re-translated at the exchange rates prevailing at the balance sheet date; their
translation differences are recognised in other comprehensive income. However,
non-monetary assets and liabilities denominated in foreign currencies that are not measured
at fair value are translated using the historical exchange rates at the dates of the initial
transactions.

(d) All foreign exchange gains and losses are presented in the consolidated comprehensive
statement of comprehensive income within ‘other gains and losses’.

B. Translation of foreign operations

The operating results and financial position of all the group entities and associates that have a

functional currency different from the presentation currency are translated into the presentation

currency as follows:

(a) Assets and liabilities for each balance sheet presented are translated at the closing exchange
rate at the date of that balance sheet;

(b) Income and expenses for each statement of comprehensive income are translated at average
exchange rates of that period; and

(c) All resulting exchange differences are recognised in other comprehensive income.

Classification of current and non-current items

A. Assets that meet one of the following criteria are classified as current assets; otherwise they are
classified as non-current assets:
(a) Assets arising from operating activities that are expected to be realised, or are intended to be
sold or consumed within the normal operating cycle;
(b) Liabilities arising mainly from trading activities;
(c) Assets that are expected to be realised within twelve months from the balance sheet date;

(d) Cash and cash equivalents, excluding restricted cash and cash equivalents and those that are
to be exchanged or used to settle liabilities more than twelve months after the balance sheet
date.

B. Liabilities that meet one of the following criteria are classified as current liabilities; otherwise
they are classified as non-current liabilities:

(a) Liabilities that are expected to be settled within the normal operating cycle;
(b) Liabilities arising mainly from trading activities;
(c) Liabilities that are to be settled within twelve months from the balance sheet date;
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(d) Liabilities for which the repayment date cannot be extended unconditionally to more than
twelve months after the balance sheet date. Terms of a liability that could, at the option of the
counterparty, result in its settlement by the issue of equity instruments do not affect its
classification.

Cash equivalents

Cash equivalents refer to short-term, highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value. Time deposits
that meet the definition above and are held for the purpose of meeting short-term cash
commitments in operations are classified as cash equivalents.

Financial assets at fair value through profit or loss

A. Financial assets at fair value through profit or loss are financial assets that are not measured at
amortised cost or fair value through other comprehensive income.

B. On a regular way purchase or sale basis, financial assets at fair value through profit or loss are
recognised and derecognised using trade date accounting.

C. At initial recognition, the Group measures the financial assets at fair value and recognises the
transaction costs in profit or loss. The Group subsequently measures the financial assets at fair
value, and recognises the gain or loss in profit or loss.

Financial assets at amortised cost

A. Financial assets at amortised cost are those that meet all of the following criteria:

() The objective of the Group’s business model is achieved by collecting contractual cash flows.
(b) The assets’ contractual cash flows represent solely payments of principal and interest.

B. On a regular way purchase or sale basis, financial assets at amortised cost are recognised and
derecognised using trade date accounting.

C. At initial recognition, the Group measures the financial assets at fair value plus transaction costs.
Interest income from these financial assets is included in finance income using the effective
interest method. A gain or loss is recognised in profit or loss when the asset is derecognised or
impaired.

D. The Group’s time deposits which do not fall under cash equivalents are those with a short
maturity period and are measured at initial investment amount as the effect of discounting is
immaterial.

Accounts and notes receivable

A. Accounts and notes receivable entitle the Group a legal right to receive consideration in
exchange for transferred goods or rendered services.
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B. The short-term accounts and notes receivable without bearing interest are subsequently
measured at initial invoice amount as the effect of discounting is immaterial.

Impairment of financial assets

For financial assets at amortised cost, at each reporting date, the Group recognises the impairment
provision for 12 months expected credit losses if there has not been a significant increase in credit
risk since initial recognition or recognises the impairment provision for the lifetime expected
credit losses (ECLs) if such credit risk has increased since initial recognition after taking into
consideration all reasonable and verifiable information that includes forecasts. On the other hand,
for accounts receivable that do not contain a significant financing component, the Group
recognises the impairment provision for lifetime ECLSs.

Derecoqgnition of financial assets

The Group derecognises a financial asset when the contractual rights to receive the cash flows
from the financial asset expire.

Leasing arrangements (lessor)-operating leases

Lease income from an operating lease (net of any incentives given to the lessee) is recognised in
profit or loss on a straight-line basis over the lease term.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted-average method. The cost of finished goods and work in progress comprises raw
materials, direct labour, other direct costs and related production overheads. It excludes borrowing
costs. The item by item approach is used in applying the lower of cost and net realisable value.
Net realisable value is the estimated selling price in the ordinary course of business, less the
estimated cost of completion and applicable variable selling expenses.

Investments accounted for using equity method / associates

A. Associates are all entities over which the Group has significant influence but not control. In
general, it is presumed that the investor has significant influence, if an investor holds, directly
or indirectly 20 percent or more of the voting power of the investee. Investments in associates
are accounted for using the equity method and are initially recognised at cost.

B. The Group’s share of its associates’ post-acquisition profits or losses is recognised in profit or
loss, and its share of post-acquisition movements in other comprehensive income is recognised
in other comprehensive income. When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, including any other unsecured receivables, the Group does
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not recognise further losses, unless it has incurred legal or constructive obligations or made
payments on behalf of the associate.

C. When changes in an associate’s equity do not arise from profit or loss or other comprehensive
income of the associate and such changes do not affect the Group’s ownership percentage of
the associate, the Group recognises the Group’s share of change in equity of the associate in
‘capital surplus’ in proportion to its ownership.

D. Unrealised gains on transactions between the Group and its associates are eliminated to the
extent of the Group’s interest in the associates. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred. Accounting policies of
associates have been adjusted where necessary to ensure consistency with the policies adopted
by the Group.

E. In the case that an associate issues new shares and the Group does not subscribe or acquire new
shares proportionately, which results in a change in the Group’s ownership percentage of the
associate but maintains significant influence on the associate, then ‘capital surplus’ and
‘investments accounted for under the equity method’ shall be adjusted for the increase or
decrease of its share of equity interest. If the above condition causes a decrease in the Group’s
ownership percentage of the associate, in addition to the above adjustment, the amounts
previously recognised in other comprehensive income in relation to the associate are reclassified
to profit or loss proportionately on the same basis as would be required if the relevant assets or
liabilities were disposed of. If it retains significant influence over this associate, the amounts
previously recognised in other comprehensive income in relation to the associate are reclassified
to profit or loss proportionately in accordance with the aforementioned approach.

Property, plant and equipment

A. Property, plant and equipment are initially recorded at cost. Borrowing costs incurred during
the construction period are capitalised.

B. Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured reliably. The carrying amount
of the replaced part is derecognised. All other repairs and maintenance are charged to profit or
loss during the financial period in which they are incurred.

C. Land is not depreciated. Other property, plant and equipment apply cost model and are
depreciated using the straight-line method to allocate their cost over their estimated useful lives.
The components of property, plant and equipment, if significant, would be depreciated
separately.

D. The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if
appropriate, at each financial year-end day. If expectations for the assets’ residual values and
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useful lives differ from previous estimates or the patterns of consumption of the assets’ future
economic benefits embodied in the assets have changed significantly, any change is accounted
for as a change in estimate under IAS 8, ‘Accounting Policies, Changes in Accounting
Estimates and Errors’, from the date of the change. The estimated useful lives of property,
plant and equipment are as follows:

Buildings and structures 3~51 years
Machinery and equipment 2~10 years
Office equipment and others 2~10 years

Leasing arrangements (lessee) - right-of-use assets/ lease liabilities
Effective 2019
A. Leases are recognised as a right-of-use asset and a corresponding lease liability at the date at
which the leased asset is available for use by the Group. For short-term leases or leases of
low-value assets, lease payments are recognised as an expense on a straight-line basis over the

lease term.

B. Lease liabilities include the net present value of the remaining lease payments at the
commencement date, discounted using the incremental borrowing interest rate. Lease payments
are comprised of the fixed payments, less any lease incentives receivable.

The Group subsequently measures the lease liability at amortised cost using the interest method
and recognises interest expense over the lease term. The lease liability is remeasured and the
amount of remeasurement is recognised as an adjustment to the right-of-use asset when there
are changes in the lease term or lease payments and such changes do not arise from contract
modifications.

C. At the commencement date, the right-of-use asset is stated at cost comprising the following:

(a) The amount of the initial measurement of lease liability; and
(b) Any lease payments made at or before the commencement date.

The right-of-use asset is measured subsequently using the cost model and is depreciated from the
commencement date to the earlier of the end of the asset’s useful life or the end of the lease
term. When the lease liability is remeasured, the amount of remeasurement is recognised as an
adjustment to the right-of-use asset.

Operating leases (lessee)
Effective 2018

Payments made under an operating lease (net of any incentives received from the lessor) are
recognised in profit or loss on a straight-line basis over the lease term.
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Investment property

An investment property is stated initially at its cost and measured subsequently using the cost
model. Except for land, investment property is depreciated on a straight-line basis over its
estimated useful life of 3 to 51 years.

Intangible assets

Trademarks and customer relationships
Trademarks and customer relationships acquired in a business combination are recognised at
fair value at the acquisition date. Trademarks and customer relationships have a finite useful
life and are amortised on a straight-line basis over their estimated useful lives of 10 to 18 years.
Computer software and patent expenditures
Computer software and patent expenditures are stated at cost and amortised on a straight-line
basis over its estimated useful life of 1 to 6 years.
Goodwill

Goodwill arises in a business combination accounted for by applying the acquisition method.

Impairment of non-financial assets

A. The Group assesses at each balance sheet date the recoverable amounts of those assets where
there is an indication that they are impaired. An impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount
is the higher of an asset’s fair value less costs to sell or value in use. Except for goodwill, when
the circumstances or reasons for recognising impairment loss for an asset in prior years no
longer exist or diminish, the impairment loss is reversed. The increased carrying amount due to
reversal should not be more than what the depreciated or amortised historical cost would have
been if the impairment had not been recognised.

B. The recoverable amounts of goodwill are evaluated periodically. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable
amount. Impairment loss of goodwill previously recognised in profit or loss shall not be
reversed in the following years.

C. For the purpose of impairment testing, goodwill acquired in a business combination is
allocated to each of the cash-generating units, or groups of cash-generating units, that is/are
expected to benefit from the synergies of the business combination. Each unit or group of units
to which the goodwill is allocated represents the lowest level within the entity at which the
goodwill is monitored for internal management purposes. Goodwill is monitored at the
operating segment level.
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Borrowings
Borrowings comprise long-term and short-term bank borrowings. Borrowings are recognised
initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the borrowings using the effective interest
method.

Notes and accounts payable

A. Accounts payable are liabilities for purchases of raw materials, goods or services and notes
payable are those resulting from operating and non-operating activities.

B. The short-term accounts and notes receivable without bearing interest are subsequently
measured at initial invoice amount as the effect of discounting is immaterial.

Derecoqnition of financial liabilities

A financial liability is derecognised when the obligation specified in the contract is either
discharged or cancelled or expires.

Non-hedging derivatives

Non-hedging derivatives are initially recognised at fair value on the date a derivative contract is
entered into and recorded as financial assets or financial liabilities at fair value through profit or
loss. They are subsequently remeasured at fair value and the gains or losses are recognised in
profit or loss.

Employee benefits

A. Short-term employee benefits
Short-term employee benefits are measured at the undiscounted amount of the benefits expected to
be paid in respect of service rendered by employees in a period and should be recognised as
expense in that period when the employees render service.
B. Pensions
(a) Defined contribution plans
For defined contribution plans, the contributions are recognised as pension expenses when
they are due on an accrual basis. Prepaid contributions are recognised as an asset to the
extent of a cash refund or a reduction in the future payments.
(b) Defined benefit plans
I. Net obligation under a defined benefit plan is defined as the present value of an amount
of pension benefits that employees will receive on retirement for their services with the
Group in current period or prior periods. The liability recognised in the balance sheet in
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respect of defined benefit pension plans is the present value of the defined benefit
obligation at the balance sheet date less the fair value of plan assets. The net defined
benefit obligation is calculated annually by independent actuaries using the projected unit
credit method. The rate used to discount is determined by using interest rates of
government bonds (at the balance sheet date).
ii. Remeasurements arising on defined benefit plans are recognised in other comprehensive
income in the period in which they arise and are recorded as retained earnings.
iii. Past service costs are recognised immediately in profit or loss.
C. Employees’ compensation and directors’ and supervisors’ remuneration
Employees’ compensation and directors’ and supervisors’ remuneration are recognised as expense
and liability, provided that such recognition is required under legal or constructive obligation
and those amounts can be reliably estimated. Any difference between the resolved amounts and
the subsequently actual distributed amounts is accounted for as changes in estimates. If
employee compensation is paid by shares, the Group calculates the number of shares based on
the closing price at the previous day of the board meeting resolution.

Employee share-based payment

A. For the equity-settled share-based payment arrangements, the employee services received
are measured at the fair value of the equity instruments granted at the grant date, and are
recognised as compensation cost over the vesting period, with a corresponding adjustment to
equity. The fair value of the equity instruments granted shall reflect the impact of market
vesting conditions and non-vesting conditions. Compensation cost is subject to adjustment
based on the service conditions that are expected to be satisfied and the estimates of the number
of equity instruments that are expected to vest under the non-market vesting conditions at each
balance sheet date. Ultimately, the amount of compensation cost recognised is based on the
number of equity instruments that eventually vest.

B. Restricted stocks

(a) Restricted stocks issued to employees are measured at the fair value of the equity
instruments granted at the grant date, and are recognised as compensation cost over the
vesting period.

(b) For restricted stocks where those stocks do not restrict distribution of dividends to
employees and employees are not required to return the dividends received if they resign
during the vesting period, the Group recognises the fair value of the dividends received by
the employees who are expected to resign during the vesting period as compensation cost at
the date of dividends declared.
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(c) For restricted stocks where employees have to pay to acquire those stocks, if employees
resign during the vesting period, they must return the stocks to the Group and the Group
must refund their payments on the stocks, the Group recognises the payments from the
employees who are expected to resign during the vesting period as liabilities at the grant
date, and recognises the payments from the employees who are expected to be eventually

vested with the stocks in ’capital surplus - others’.
Income taxes

A. The tax expense for the period comprises current and deferred tax. Tax is recognised in
profit or loss, except to the extent that it relates to items recognised in other comprehensive
income or items recognised directly in equity, in which cases the tax is recognised in other
comprehensive income or equity.

B. The current income tax expense is calculated on the basis of the tax laws enacted or
substantively enacted at the balance sheet date in the countries where the Company and its
subsidiaries operate and generate taxable income. Management periodically evaluates positions
taken in tax returns with respect to situations in accordance with applicable tax regulations. It
establishes provisions where appropriate based on the amounts expected to be paid to the tax
authorities. An additional tax is levied on the unappropriated retained earnings and is recorded
as income tax expense in the year the stockholders resolve to retain the earnings.

C. Deferred tax is recognised, using the balance sheet liability method, on temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts in
the consolidated balance sheet. Deferred tax is provided on temporary differences arising on
investments in subsidiaries, except where the timing of the reversal of the temporary difference
is controlled by the Group and it is probable that the temporary difference will not reverse in
the foreseeable future. Deferred tax is determined using tax rates (and laws) that have been
enacted or substantially enacted by the balance sheet date and are expected to apply when the
related deferred tax asset is realised or the deferred tax liability is settled.

D. Deferred tax assets are recognised only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised. At each balance
sheet date, unrecognised and recognised deferred tax assets are reassessed.

E.Current income tax assets and liabilities are offset and the net amount reported in the balance
sheet when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the liability simultaneously.
Deferred tax assets and liabilities are offset on the balance sheet when the entity has the legally
enforceable right to offset current tax assets against current tax liabilities and they are levied by
the same taxation authority on either the same entity or different entities that intend to settle on
a net basis or realise the asset and settle the liability simultaneously.
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Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the proceeds.

Dividends
Dividends are recorded in the Company’s financial statements in the period in which they are

approved by the Company’s shareholders. Cash dividends are recorded as liabilities.

Revenue recognition

A. Sales of goods

(a) The Group manufactures and sells electronic connectors and relevant products in relation to
various computer, electronic and communication products. Sales are recognised when
control of the products has transferred, being when the products are delivered to the
customer, the customer has full discretion over the channel and price to sell the products,
and there is no unfulfilled obligation that could affect the customer’s acceptance of the
products. Delivery occurs when the products have been shipped to the specific location, the
risks of obsolescence and loss have been transferred to the customer, and either the
customer has accepted the products in accordance with the sales contract, or the Group has
objective evidence that all criteria for acceptance have been satisfied.

(b) Revenue from product sales is recognised based on the price specified in the contract, net of
the estimated sales discounts and allowances. Accumulated experience and individual
agreement are used to estimate and provide for the sales discounts and allowances, and
revenue is only recognised to the extent that it is highly probable that a significant reversal
will not occur. The estimation is subject to an assessment at each reporting date. A refund
liability is recognised for expected sales discounts and allowances payable to customers in
relation to sales made until the end of the reporting period.

(c) The sales usually are made with a credit term of 30 to 150 days, which is consistent with
market practice. As the time interval between the transfer of committed goods or service
and the payment of customer does not exceed one year, the Group does not adjust the
transaction price to reflect the time value of money.

(d) A receivable is recognised when the goods are delivered as this is the point in time that the
consideration is unconditional because only the passage of time is required before the
payment is due.

B. Processing fees revenue
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The Group provides processing services of electronic connectors in relation to various computer,
electronic and communication products. Revenue from providing services is recognised in the
accounting period in which the services are rendered.

Government grants

Government grants are recognised at their fair value only when there is reasonable assurance that
the Group will comply with any conditions attached to the grants and the grants will be received.
Government grants are recognised in profit or loss on a systematic basis over the periods in which
the Group recognises expenses for the related costs for which the grants are intended to
compensate. Government grants related to property, plant and equipment are recognised as
non-current liabilities and are amortised to profit or loss over the estimated useful lives of the
related assets using the straight-line method.

Business combinations

A.  The Group uses the acquisition method to account for business combinations. The
consideration transferred for an acquisition is measured as the fair value of the assets
transferred, liabilities incurred or assumed and equity instruments issued at the acquisition date,
plus the fair value of any assets and liabilities resulting from a contingent consideration
arrangement. All acquisition-related costs are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business combination are measured
initially at their fair values at the acquisition date. For each business combination, the Group
measures at the acquisition date components of non-controlling interests in the acquiree that are
present ownership interests and entitle their holders to the proportionate share of the entity’s net
assets in the event of liquidation at either fair value or the present ownership instruments’
proportionate share in the recognised amounts of the acquiree’s identifiable net assets. All other
non-controlling interests should be measured at the acquisition-date fair value.

B. The excess of the consideration transferred, the amount of any non-controlling interest in
the acquiree and the fair value of any previous equity interest in the acquiree over the fair value
of the identifiable assets acquired and the liabilities assumed is recorded as goodwill at the
acquisition date. If the total of consideration transferred, non-controlling interest in the acquiree
recognised and the fair value of previously held equity interest in the acquiree is less than the
fair value of the identifiable assets acquired and the liabilities assumed, the difference is
recognised directly in profit or loss on the acquisition date.
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Operating segments

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-maker. The Group’s chief operating decision-maker is responsible for
allocating resources and assessing performance of the operating segments.

5. CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND KEY SOURCES OF ASSUMPTION
UNCERTAINTY

The preparation of these consolidated financial statements requires management to make critical
judgements in applying the Group’s accounting policies and make critical assumptions and estimates
concerning future events. Assumptions and estimates may differ from the actual results and are
continually evaluated and adjusted based on historical experience and other factors. Such assumptions
and estimates have a risk of causing adjustment to the carrying amounts of assets and liabilities within
the next financial year; and the related information is addressed below:

Critical judgements in applying the Group’s accounting policies

Based on the Group’s assessment, there is no significant uncertainty in critical judgements in the
adoption of the accounting policies.

Critical accounting estimates and assumptions

A. Impairment assessment of property, plant and equipment

The Group assesses impairment of assets using its judgements to evaluate how assets are
utilised and industrial characteristics, to determine the separate cash flows of a specific group
of assets, useful lives of assets and the future possible income and expenses arising from the
assets, to evaluate the value of assets. The operating changes arising from changes of economic
circumstances or company strategy may affect the impairment assessment of property, plant and
equipment.

As of December 31, 2019, the Group evaluated property, plant and equipment, net of
impairment loss amounting to $2,588,501.

B. Evaluation of inventories

In the process of inventory evaluation, the Group must determine the normal inventory
consumption, obsolete inventories and market selling value using judgements to evaluate the net
realisable value of inventories and write down the cost of inventories to the net realisable value.
Due to the technological innovation, environmental changes and sales performance, inventory
values may change, which will affect the evaluation of inventories.

As of December 31, 2019, the carrying amount of inventories amounted to $577,668.

6. DETAILS OF SIGNIFICANT ACCOUNTS
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Cash and cash equivalents

December 31, 2019 December 31, 2018

Cash on hand and revolving funds $ 1,648 $ 615
Checking accounts and demand deposits 488,603 531,116
Time deposits 342,752 -

$ 833,003 $ 531,731

The Group transacts with a variety of financial institutions all with high credit quality to disperse
credit risk, so it expects that the probability of counterparty default is remote.

For the short-term financing needs, the Company classified cash and cash equivalents pledged to
others as collateral as financial assets at amortised cost-current in amounts of $16,738 and
$16,443 as of December 31, 2019 and 2018, respectively. The related information is provided in
Note 8.

The Group classified time deposits maturing in excess of three months as financial assets at
amortised cost-current in amounts of $12,443 and $12,516 as of December 31, 2019 and 2018,
respectively.

Financial assets and liabilities at fair value through profit or loss

Asset items December 31, 2019 December 31, 2018
Current items:
Financial assets mandatorily measured at fair value
through profit or loss $ 240,419 $ 90
Financial investments 865 2,512
Derivative instruments $ 241,284 $ 2,602

A. The Group recognised net gain (loss) amounting to $2,543 and ($4,793) on financial assets and
liabilities mandatory measured at fair value through profit or loss for the years ended December
31, 2019 and 2018.

B. The Group entered into contracts relating to derivative financial assets which were not accounted

for under hedge accounting. The information is listed below:
December 31, 2019
Contract amount
Derivative instruments Notional principal) Contract period
Current items:
Foreign exchange option trading USD (Buy Put) 2,000 thousand 2019/11/11~2020/05/15
USD (Sell Call) 4,000

Foreign exchange option trading thousand 2019/11/11~2020/05/15
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December 31, 2018
Contract amount
Derivative instruments (Notional principal) Contract period

Current items:
Forward foreign exchange

USD 600 thousand 2018/08/23~2019/01/28
contracts
Forward foreign exchange
USD 800 thousand 2018/10/09~2019/01/11
contracts

Foreign exchange option trading USD (Buy Put) 1,000 thousand 2018/12/17~2019/03/19

Foreign exchange option trading USD (Buy Put) 1,000 thousand 2018/12/17~2019/06/19

Foreign exchange option trading USD (Buy Put) 1,000 thousand 2018/12/17~2019/09/19

Foreign exchange option trading USD (Buy Put) 1,000 thousand 2018/12/17~2019/12/17

USD (Sell Call) 2,000
thousand

USD (Sell Call) 2,000
thousand

USD (Sell Call) 2,000
thousand

USD (Sell Call) 2,000
thousand

Foreign exchange option trading 2018/12/17~2019/03/19

Foreign exchange option trading 2018/12/17~2019/06/19

Foreign exchange option trading 2018/12/17~2019/09/19

Foreign exchange option trading 2018/12/17~2019/12/17

The Group entered into forward foreign exchange contracts and zero cost collar contacts to sell
United States dollars (sell USD buy RMB) to hedge exchange rate risk. However, these forward
foreign exchange contracts are not accounted for under hedge accounting.

C. Information relating to credit risk is provided in Note 12(2).

Notes and accounts receivable (including related parties)

December 31, 2019 December 31, 2018

Notes receivable $ 1546 $ 7,143
Notes receivable due from related parties $ 522,084 $ 138,570
Accounts receivable $ 868,284 $ 783,262
Less: Loss allowance ( 15,282) ( 13,330)
’$ 853,002 "$ 769,932
Accounts receivable due from related parties $ 3,361,621 $ 1,567,895
Less: Loss allowance ( 2,556) -
$ 3,359,065 $ 1,567,895

Information relating to the ageing analysis and credit risk of accounts receivable is provided in Note
12(2).

150



As of December 31, 2019 and 2018, notes and accounts receivable were all from contracts with

customers. And as of January 1, 2018, the balance of receivables from contracts with customers

amounted to $1,261,931.

Without taking into account any collateral held or other credit enhancements, the maximum
exposure to credit risk in respect of the amount that best represents the Group’s notes and
accounts receivable was the carrying amount.

Details of the Group’s notes and accounts receivable pledged to others as collateral are provided in
Note 8.

The Group’s notes and accounts receivable do not hold any collateral as security.

Inventories
December 31, 2019
Allowance for
Cost valuation loss Book value
Raw materials $ 181,631 ($ 11,443) $ 170,188
Work in progress and semi-finished
goods 129,296 ( 19,697) 109,599
Finished goods 253,624 ( 25,310) 228,314
Goods 71,165 ( 1,598) 69,567
$ 635,716 ($ 58,048) $ 577,668
December 31, 2018
Allowance for
Cost valuation loss Book value
Raw materials $ 108,264 ($ 11,122) $ 97,142
Work in progress and semi-finished
goods 125,460 ( 22,335) 103,125
Finished goods 187,394 ( 24,622) 162,772
Goods 62,010 ( 1,164) 60,846
$ 483,128 ($ 59,243) $ 423,885

A. The Group did not provide any collateral for its inventories.
B. The cost of inventories recognised as expense for the year:

Years ended December 31,

( 2019 - 2018
Cost of goods sold $ 9,377,667 $ 4,099,760
(Gain on reversal of) inventory valuation losses 99 14,355
Revenue from sale of scraps ( 20,208) ( 30,628)

$ 9,357,558 $ 4,083,487
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Investments accounted for using equity method

December 31, 2019 December 31, 2018
Ownership Ownership
Book value % Book value %
Associates:
Reel Mask Industry Co., Ltd. $ 331,731 3% $ 282,764 3%
Speedtech Energy Co., Ltd. 1,953 25% 2,206 25%
$ 333,684 $ 284,970

Years ended December 31,

' 2019 ( 2018

Share of (loss)/profit of associates accounted for using

equity method:

Reel Mask Industry Co., Ltd. $ 96,446 $ 74,822

Speedtech Energy Co., Ltd. ( 253) 2,206

$ 96,193 $ 77,028

Comprehensive income, net of tax

Reel Mask Industry Co., Ltd. $ 9,744) $ 4,300

The recognition of the Speedtech Energy Co., Ltd. was based on the financial statements audited by
other auditors; As of December 31, 2019 and 2018, the Group valuated and recognised investments
accounted for using equity method amounting to $1,953 and $2,206, respectively, based on the
financial statements audited by other auditors of the investees. For the years ended December 31,
2019 and 2018, the recognised comprehensive income (loss) was ($253) and $2,206, respectively.
A. Investments accounted for using equity method were all associates and assessed as immaterial to
the Group.

B. As of December 31, 2019 and 2018, the carrying amount of the Group’s interests in all
individually immaterial associates amounted to $333,684 and $284,970, respectively, and the
Group’s share of the operating results are summarised below:

Years ended December 31,

l 2019 l 2018
Profit for the year from continuing operations $ 96,193 $ 77,028
Other comprehensive income (loss), net of tax ( 9,744) 4,300
Total comprehensive income $ 86,449 $ 81,328
Dividends received from associates $ 37,735 $ 22,197

C. There is no information on fair value of the Group’s associates since they do not have quoted

market prices.
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Property, plant and equipment

Year ended December 31,2019

Unfinished

construction and

Buildings and equipment under
Land structures Machinery Office equipment and other acceptance Total
Owner Owner Owner Owner Owner
-occupied -occupied -occupied Lease Subtotal -occupied Lease Subtotal -occupied

At January 1
Cost $ 358,136 $ 295993 $ 1,795330 $ 35,209 V$ 1830539 $ 99580 $ 1366 $ 100946 $ 115,039 $ 2,700,653
Accumulated depreciation and impairment - 1( 124,983) ( 664,065) ( 6,321)'( 670,386) ( 50,316) ( 368) ( 50,684) - ( 846,053)

$ 358,136 $ 171010 $ 1,131,265 $ 28,888 $ 1,160,153 $ 49264 $ 998 § 50,262 $ 115039 $ 1,854,600
Opening net book amount as at January 1 $ 358,136 $ 171,010 $ 1,131,265  $ 28,888 $ 1,160,153  $ 49264 $ 998 $ 50,262 $ 115039 $ 1,854,600
Additions - 15,435 710,274 165,553 i 875,827 152,963 17,342 170,305 151,114 1,212,681
Acquired frombusiness combinations _ _ 1,657 _ r 1,657 718 _ 718 _ 2375
Disposals - 4819) ( 74,714) - r( 74,714) ( 2,067) - 2,067) ( 11,430) ( 93,030)
Transfers 54,206 34,301 21,620 92,561 d 114181 ( 1,963) 4,946 2,983 ( 128,261) 77,410
Depreciation charge - 8,636) ( 319,480) ( 23,514)'( 342,994) ( 26,479) ( 1,433) ( 27912) - 379,542)
Impairment loss - - ( 20,148) - r( 20,148) - - - - ( 20,148)
Net exchange differences - ( 1,001) ( 44910) ( 9,424)'( 54,334) ( 5668) ( 783) ( 6,451) ( 4,059) ( 65,845)
Closing net book amount as at December 31 $ 412342  $ 206,290 $ 1405564 $ 254,064 $ 1659628 $ 166,768 $ 21070 $ 187,838 $ 122,403  $ 2,588,501
At December 31

F

Cost $ 412342  $ 347310 $ 2228328 $ 303,620 $ 2531948 $ 235,747  $ 24815 $ 260562 $ 122,403 $ 3,674,565
Accumulated depreciation and impairment - ( 141,020) ( 822,764) ( 49,556)’( 872,320) ( 68,979) ( 3,745) ( 72,724) - ( 1,086,064)

$ 412342 $ 206,290 $ 1405564 $ 254,064 $ 1659628 $ 166,768 $ 21070 $ 187,838 $ 122,403  $ 2,588,501
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At January 1
Cost

Accumulated depreciation and impairment

Opening net book amount as at January 1

Additions
Disposals
Transfers
Depreciation charge

Net exchange differences

Closing net book amount as at December 31

At December 31
Cost

Accumulated depreciation and impairment

Year ended December 31, 2018

Unfinished
Office construction and
Buildings and equipment equipment under
Land structures Machinery and other acceptance Total

$ 358,136 304,726 $ 1,299,909 $ 90,200 $ 150,551 $ 2,203,522
- 119,280) ( 504,292) ( 62,566) - ( 686,138)
$ 358,136 185446 $ 795,617 $ 27634 $ 150551 $ 1,517,384
$ 358,136 185446 $ 795,617 $ 27634 $ 150551 $ 1,517,384
- - 552,248 39,693 130,864 722,805
- 2487) ( 47,583) ( 506) ( 40,312) ( 90,888)
- 1,238 172,455 - |( 124,507) 49,186
- 12,738) ( 291,618) ( 15,861) - ( 320,217)
- 449) ( 20,966) ( 698) ( 1,557) ( 23,670)
$ 358,136 171010 $ 1,160,153 $ 50,262 $ 115039 $ 1,854,600
$ 358,136 295993 $ 1830539 $ 100946 $ 115039 $ 2,700,653
- 124.983) ( 670,386) ( 50,684) - ( 846,053)
$ 358,136 171010 $ 1,160,153 $ 50,262 $ 115039 $ 1,854,600

A. No interests were capitalised for the years ended December 31, 2019 and 2018.

B. Details of the Group’s property, plant and equipment that were pledged to others as collateral are provided in Note 8.

C. Details of acquisition of business combination are provided in Note 6(30).
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Leasing arrangements - lessee
Effective 2019

A. The Group leases various assets including land, staff dormitory, office and plant. Rental
contracts are typically made for periods of 1 to 37 years. Lease terms are negotiated on an
individual basis and contain a wide range of different terms and conditions. The lease
agreements do not impose covenants.

B. The carrying amount of right-of-use assets and the depreciation charge are as follows:

Year ended December 31,2019

Staff dormitory,
Land office and plant Total
At January 1 $ 926 $ 23,440 $ 24,366
Additions - 1,116 1,116
Depreciation charge ( 41) ( 6,712) ( 6,753)
Net exchange differences ( 9) ( 79) ( 88)
At December 31 $ 876 $ 17765 $ 18,641

C. Information on profit or loss in relation to lease contracts is as follows:

Years ended
Items affecting profit or loss December 31, 2019
Interest expense on lease liabilities $ 535
Expense on short-term lease contracts 55,369
$ 55,904

D. For the year ended December 31, 2019, except for cash outflow for leases described in Note
(7)C, the Group’s total cash outflow for payments of lease liabilities was $6,558.

E. In determining the lease term, the Group takes into consideration all facts and circumstances that
create an economic incentive to exercise an extension option or not to exercise a termination

option. The assessment of lease period is reviewed if a significant event occurs which affects the
assessment.

Leasing arrangements-lessor
Effective 2019

A. The Group leases various assets including office, plant and equipment. Rental contracts are
typically made for periods of 1 year. Lease terms are negotiated on an individual basis and
contain a wide range of different terms and conditions. To preserve the usage condition of the
leased assets, lessees cannot sublease, lend, share and lend to others of all or part of plant, or

granted in any different form to the third parties without lessor’s permission.
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B. For the years ended December 31, 2019, the Group recognised rent income in the amounts of
$34,656, based on the operating lease agreement, which does not include variable lease

payments.

C. The maturity analysis of the lease payments under the operating leases is as follows:

2020

Investment property

At January 1
Cost

Accumulated depreciation

Opening net book amount as at January 1
Transfers

Depreciation charge

Closing net book amount as at December 31
At December 31

Cost

Accumulated depreciation

At January 1
Cost

Accumulated depreciation

Opening net book amount as at January 1
Transfers

Depreciation charge

Closing net book amount as at December 31
At December 31

Cost

Accumulated depreciation

December 31, 2019
$ 24,145

Year ended December 31, 2019

Land Buildings Total

$ 124983 $ 81,005 $ 205,988
- ( 29,247) ( 29,247)

$ 124,983 $ 51,758 $ 176,741
$ 124,983 $ 51,758 $ 176,741
54,206) ( 20,414) ( 74,620)

- ( 1,184) ( 1,184)

$ 70,777  $ 30,160 $ 100,937
$ 70,777 $ 49595 $ 120,372
- ( 19,435) ( 19,435)

$ 70,777  $ 30,160 $ 100,937

Year ended December 31, 2018
Land Buildings Total

$ 124,983 $ 80,573 $ 205,556
- ( 27,385) ( 27,385)

$ 124,983 $ 53,188 $ 178,171
$ 124,983 $ 53,188 $ 178,171
- 432 432

- ( 1,862) ( 1,862)

$ 124983 $ 51,758 $ 176,741
$ 124983 $ 81,005 $ 205,988
- ( 29,247) ( 29,247)

$ 124983 $ 51,758 $ 176,741

A. Some office floors in Nankan factory were leased out under operating lease agreements. Rental

income from aforementioned investment property and direct operating expenses arising from

investment property are shown below:
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Years ended December 31,

- 2019 ’ 2018
Rental income from investment property $ 5313 §$ 10,635
Direct operating expenses arising from the investment
property that generated rental income during the year $ 1184 ' $ 1,862

B. As of December 31, 2019 and 2018, the fair value of investment properties was $123,803 and
$346,578, respectively, based on the transaction information of similar comparable properties in
open market and the valuation results from independent appraisers calculated by certain weight
using comparison method and income method.

C. No interests were capitalised for the years ended December 31, 2019 and 2018.

D. Information about the Group investment property that was pledged to others as collateral is
provided in Note 8.

Other non-current assets

December 31, 2019 December 31, 2018

Prepayments for business facilities $ 97,340 $ 54,404
Prepayments for pension 19,804 18,606
Long-term prepaid rent-land use right - 926
Guarantee deposits paid 2,846 3,141
Other long-term prepaid expenses 21,762 29,164

$ 141,752 $ 106,241

Short-term borrowings

Type of borrowings December 31, 2019 Interest rate range Collateral
Bank borrowings
Secured borrowings $ 667,234 1.34%~2.90% Please refer to Note 8.
Unsecured borrowings 855,687 1.25%~3.07% None.
$ 1,522,921
Type of borrowings December 31, 2018 Interest rate range Collateral
Bank borrowings
Secured borrowings $ 282,963 3.80%~4.00% Please refer to Note 8.
Unsecured borrowings 569,394 1.29%~4.00% None.
$ 852,357

For the details of interest expense recognised in profit or loss, please refer to Note 6(24).
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Other payables

December 31, 2019

December 31, 2018

Wages and salaries and bonus payable $
Payable for machinery and equipment

Payable for repairs and maintenance expense

Others

318,191 $ 165,335

179,825 62,610

5,902 17,389

121,751 61,649

$ 625,669 $ 306,983

Other current liabilities

December 31, 2019

December 31, 2018

Current portion of long-term borrowings $ 30,000 $ 295,000
Others 3,819 6,862
$ 33819 $ 301,862
Long-term borrowings
Borrowing period and
Type of borrowings repayment term Interest rate range Collateral December 31, 2019

Long-term bank borrowings
Secured borrowings from
CTBC Bank Co., Ltd.

Borrowing period is from 1.44%
September 30, 2019 to

September 30, 2024;

interest and principal are

repayable in 6

installments from March

31, 2020

Less: Current portion (please refer to Note 6(13) for details)

Borrowing period and

Type of borrowings repay ment term Interest rate range

Please refer to Note 8.

Collateral

$ 280,000
( 30,000)
$ 250,000

December 31, 2018

Long-term bank borrowings
Secured borrowings from
CTBC Bank Co., Ltd.

Borrowing period is from 1.50%
September 30, 2016 to

September 30, 2019;

interest and principal are

repayable in 6

installments from March

31, 2017

Less: Current portion (please refer to Note 6(12) for details)

Please refer to Note 8.

Interest expense recognised in profit or loss, please refer to Note 6(24).
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Pensions
A. Defined benefit plan

(a) The Company has a defined benefit pension plan in accordance with the Labor Standards
Act, covering all regular employees’ service years prior to the enforcement of the Labor
Pension Act on July 1, 2005 and service years thereafter of employees who chose to
continue to be subject to the pension mechanism under the Law. Under the defined benefit
pension plan, two units are accrued for each year of service for the first 15 years and one
unit for each additional year thereafter, subject to a maximum of 45 units. Pension benefits
are based on the number of units accrued and the average monthly salaries and wages of the
last 6 months prior to retirement. The Company and its domestic subsidiaries contribute
monthly an amount equal to 2% of the employees’ monthly salaries and wages to the
retirement fund deposited with Bank of Taiwan, the trustee, under the name of the
independent retirement fund committee. Also, the Company and its domestic subsidiaries
would assess the balance in the aforementioned labor pension reserve account by the end of
December 31, every year. If the account balance is insufficient to pay the pension
calculated by the aforementioned method to the employees expected to qualify for
retirement in the following year, the Company and its domestic subsidiaries will make
contributions for the deficit by next March.

(b) The amounts recognised in the balance sheet are as follows:

December 31, 2019 December 31, 2018

Present value of defined benefit obligations % 22,860) ($ 26,513)
Fair value of plan assets 42,664 45,119
Net defined benefit asset (shown as other

current assets) $ 19,804 $ 18,606

(c) Movements in net defined benefit asset (shown as ‘Other non-current) are as follows:

Present value of

defined benefit Fair value of Net defined
obligations plan assets benefit asset
Year ended December 31, 2019
Balance at January 1 ($ 26,513) $ 45119 $ 18,606
Interest (expense) income ( 331) 564 233
Past service cost ( 360) - ( 360)
( 27,204) 45,683 18,479
Remeasurements:
Return on plan assets (excluding amounts
included in interest income or expense) - 1,473 1,473
Change in demographic assumptions ( 47) - ( 47)
Change in financial assumptions ( 1,130) - ( 1,130)
Experience adjustments 1,029 - 1,029
( 148) 14737 1325
Paid pension 4,492 ( 4,492) -
Balance at December 31 $ 22,860) $ 42664 $ 19,804
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Present value of

defined benefit Fair value of Net defined
obligations plan assets benefit asset
Year ended December 31, 2018
Balance at January 1 ($ 24,668) $ 43317 $ 18,649
Interest (expense) income ( 339) 595 256
Past service cost ( 123) - ( 123)
( 25,130) 43,912 18,782
Remeasurements:
Return on plan assets (excluding amounts
included in interest income or expense) - 1,207 1,207
Change in demographic assumptions ( 598) - ( 598)
Change in financial assumptions ( 434) - ( 434)
BExperience adjustments ( 351) - ( 351)
( 1,383) 1,207 ( 176)
Balance at December 31 $ 26,513) $ 45119 $ 18,606

(d) The Bank of Taiwan was commissioned to manage the Fund of the Company’s and
domestic subsidiaries’ defined benefit pension plan in accordance with the Fund’s annual
investment and utilisation plan and the “Regulations for Revenues, Expenditures,
Safeguard and Ultilisation of the Labor Retirement Fund” (Article 6: The scope of
utilisation for the Fund includes deposit in domestic or foreign financial institutions,
investment in domestic or foreign listed, over-the-counter, or private placement equity
securities, investment in domestic or foreign real estate securitization products, etc.). With
regard to the utilisation of the Fund, its minimum earnings in the annual distributions on the
final financial statements shall be no less than the earnings attainable from the amounts
accrued from two-year time deposits with the interest rates offered by local banks. If the
earnings is less than aforementioned rates, government shall make payment for the deficit
after being authorised by the Regulator. The Company and domestic subsidiaries have no
right to participate in managing and operating that fund and hence the Company and
domestic subsidiaries are unable to disclose the classification of plan assets fair value in
accordance with IAS 19 paragraph 142. The composition of fair value of plan assets as of
December 31, 2019 and 2018 is given in the Annual Labor Retirement Fund Utilisation
Report announced by the government.

(e) The principal actuarial assumptions used were as follows:

Years ended December 31
F L

2019 2018
Discount rate [ 0.875% r 1.250%
Future salary increases [ 2.250% [ 2.250%

Future mortality rate was based on the 5th Taiwan Standard Ordinary Experience Mortality
Table.
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Because the main actuarial assumption changed, the present value of defined benefit
obligation is affected. The analysis was as follows:

Discount rate Future salary increases
Increase Decrease Increase Decrease
oo " 02w 7 02w T 0.25%

December 31, 2019

Effect on present value of defined
benefit obligation $ 762) $ 798 $ 775 ($ 743)

December 31, 2018

Effect on present value of defined
benefit obligation $ 874) $ 916 $ 892 ($ 856)

The sensitivity analysis above is based on one assumption which changed while the other
conditions remain unchanged. In practice, more than one assumption may change all at once.
The method of analysing sensitivity and the method of calculating net pension liability in
the balance sheet are the same.

The methods and types of assumptions used in preparing the sensitivity analysis did not
change compared to the previous period.

(f) Expected contributions to the defined benefit pension plans of the Company for the year
ending December 31, 2020 amount to $0.

(9) As of December 31, 2019, the Company weighted average duration of the retirement plan
is 13.7 years. The analysis of timing of the future pension payment was as follows:

Amount
Within one year $ 1,303
1- 2 years 416
2 - 5years 1,676
5 - 10 years 5,411
$ 8,806

B. Defined contribution pension plan

(a) Effective July 1, 2005, the Company has established a defined contribution pension plan
(the “New Plan”) under the Labor Pension Act (the “Act”), covering all regular employees
with R.O.C. nationality. Under the New Plan, the Company and its domestic subsidiaries
contribute monthly an amount based on 6% of the employees’ monthly salaries and wages
to the employees’ individual pension accounts at the Bureau of Labor Insurance. The
benefits accrued are paid monthly or in lump sum upon termination of employment.

(b) The Group’s subsidiaries contribution to an independent fund administered by the
government in accordance with the local pension regulations are based on total local
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employees’ salaries and wages. Other than the monthly contributions, the Group has no
further obligations.

(c) The pension costs under defined contribution pension plans of the Group for the years
ended December 31, 2019 and 2018 were $95,685 and $43,173, respectively.

Share-based payment

A. Share-based payment arrangements of the Group and ultimate parent were as follows:
(a) Employee stock options A
The ultimate parent company of the Company, Luxshare Precision Industry Co., Ltd. -
issued 97,500 thousand shares at a subscription price of NTD 78.56 (in dollars) (RMB

17.58 (in dollars)) per share through stock option incentive plan (“employee stock options

A”) as resolved at the meeting of Board of Directors on September 25, 2018. The stocks are
reserved for directors and upper management of Luxshare Precision Industry Co., Ltd.
group, middle management and mainstay of core technology (business) of Luxshare
Precision Industry Co., Ltd. and its holding subsidiaries as well as employees of Dongguan
Leader Precision Industry Co., Ltd. and Luxshare Precision Accessory (Kunshan) Ltd. The
registration date of stock option grant completion was on November 26, 2018.

Type of
Arrangement Grant date antity granted atract period 1g conditions ment method
Employee stock  018.09.25 (The 97,500 thousand 6 years 1 year’s service for Equity-settled
options A registration date  shares (of which 20% of stocks,
on 2018.11.26) 1,898 thousand 2 years’ service for
shares are for the 40% of stocks,
empoyees of the 3 years’ service for
Group) 60% of stocks,

4 years’ service for
80% of stocks,
5 years’ service for

100% of stocks

(b) Employee stock options B

The Company proposed to issue a total of 5 million units, each unit per subscription share,
to all employees in domestic or foreign subsidiaries through employee stock options
(“employee stock options B”) as resolved at the meeting of Board of Directors on
November 10, 2017. The conditions of exercise of employees’ stock option are when the
number of total common stock reached 5 million and the exercise price under the employee
stock options B is at least the closing price of the Company’s common stock at the grant
date.
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The Company adjusted the issuance of employee stock option certificates and exercise
methods as resolved at the meeting of Board of Directors on May 8, 2018. The expected life
and exercise period of employee stock option certificates were changed. The employee
stock option certificates were effective on July 2, 2018 as approved by the authorities and
issued on grant date on October 19, 2018 as resolved at the meeting of Board of Directors
on the same day. The stocks are reserved for full-time employees of overseas’ subsidiaries.

Type of
\rrangement Grant date itity granted ract period _conditions ent method
‘mployee stock 2018.10.19 ' million shares 6 years » years’ service for  Equity-settled
options B 30% of stocks,

- years’ service for
60% of stocks,
" years’ service for

100% of stocks
(c) Employee stock options C
The ultimate parent company of the Company, Luxshare Precision Industry Co., Ltd. -
issued 50,076 thousand shares at a subscription price of NTD 100.78 (in dollars) (RMB

23.36 (in dollars)) per share through stock option incentive plan (“employee stock options

C”) as resolved at meeting of Board of Directors on April 22, 2019. The stocks are reserved
for directors and upper management of Luxshare Precision Industry Co., Ltd. group, middle
management and mainstay of core technology (business) of Luxshare Precision Industry
Co., Ltd. and its holding subsidiaries as well as employees of Dongguan Leader Precision
Industry Co., Ltd. and Luxshare Precision Accessory (Kunshan) Ltd. The registration date
of stock option grant completion was on November 26, 2018.

Type of
\rrangement Grant date itity granted ract period _conditions ent method
‘mployee stock '019.04.22 (The 10,076 thousand 6 years year’s service for Equity-settled
options C registration date on shares (of which 20% of stocks,
2019.06.12) 754 thousand . years’ service for

shares are for the 40% of stocks,

empoyees of the » years’ service for

Group) 60% of stocks,

- years’ service for
80% of stocks,
» years’ service for

100% of stocks
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(d) Restricted stocks:

The Company proposed to issue a total of 2 million shares of employee restricted stocks
with par value of $10 and amount of shares was $20 thousand as resolved at meetings of
Board of Directors and Shareholders on November 10, 2017 and January 17, 2018,
respectively. The directors were authorised to set the actual issuance date and the Company
would give further notice to employees. The employee restricted stocks were effective on
October 24, 2018 as approved by the authorities, and were resolved at the meeting of Board
of Directors to be issued on October 2, 2019 (the granted date) of 1,845 thousand shares
with the subscription price of $10 (in dollars) per share. The aforementioned restricted
stocks were issued for the full-time employees.

Type of
\rrangement Grant date itity granted ract period _conditions ent method
Lestricted stocks 2019.10.2 1,000 thousand 3 years *erformance Equity-settled

shares conditions

achieved (Note)

Note: For the employees who achieved both personal and company’s performance
requirements, the maximum ratio of vested stocks for different service periods of
employees is as follows:

(1) 30% of allocated stocks if the employee whose services have reached 1 year since
the allocation of restricted stock.

(i) 30% of allocated stocks if the employee whose services have reached 2 years
since the allocation of restricted stock.

(iii) 40% of allocated stocks if the employee whose services have reached 3 years
since the allocation of restricted stock.

B. Details of the share-based payment arrangements are as follows:

(a) Employee stock options
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Year ended December 31,2019

Employee stock options A

Employee stock options B

Employee stock options C

No. ofoptions

Weighted-average

exercise price

Weighted-average

No. ofoptions exercise price

Weighted-average

No. ofoptions exercise price

Options outstanding at
January 1

Options granted

Adjustments for number of
shares granted

Options outstanding at
December 31

Options exercisable at

(in thousands) (in dollars) (in thousands) (in dollars) (in thousands) (in dollars)
1898 $ 78.56 5000 $ 40.10 $
754 100.78
569 58 226 77.35
2,467 58.15 5,000 40.10 980 77.35
493

December 31

Year ended December 31,2018

Employee stock options A

Enployee stock options B

Enployee stock options C

No. ofoptions

Weighted-average

exercise price

Weighted-average

No. ofoptions exercise price

No.ofoptions

Weighted-average

exercise price

Options outstanding at
January 1

Options granted

Options outstanding at
December 31

Options exercisable at
December 31

(b) Employee restricted stocks

(in thousands) (in dollars) (in thousands) (in dollars) (in thousands) (in dollars)
$ $ $
1,898 78.56 5,000 40.10
1,898 7856 5,000 40.10
Years ended December 31
r r
2019 2018

Restricted stocks outstanding at
January 1

Restricted stocks granted to employees

Restricted stocks outstanding at
December 31

No. of options
(in thousands)

Weighted-average

exercise price
(in dollars)

No. of options
(in thousands)

Weighted-average

exercise price
(in dollars)

1,845 10

1,845 -

C. The ultimate parent company of the Company, Luxshare Precision Industry Co., Ltd., reduced
the exercise price of employee stock options A and employee stock options C to NTD 58.15
(in dollars) (RMB 13.48 (in dollars)) and NTD 77.35 (in dollars) (RMB 17.93 (in dollars)),
respectively, due to distribution of cash dividends and capitalisation of capital surplus as
resolved at the meeting of Board of Directors on November 27, 2019.
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D. The weighted-average price of 2019 exercised restricted stocks on the exercise date was $69.1
(in dollars), and there was no such situation for the year ended December 31, 2018.
E. The expiry date and exercise price of stock options outstanding at balance sheet date are as

follows:
December 31, 2019

No. of shares Exercise price
Type of arrangement Grant date Expiry date (in thousands) (in dollars)
Employee stock options A 2018.09.25 2024.09.24 2,467 $ 58.15
Employee stock options B 2018.10.19 2024.10.18 5,000 40.10
Employee stock options C 2019.04.22 2025.04.21 980 77.35
Restricted stocks 2019.10.12 2022.10.01 1,845 10.00

December 31, 2018

No. of shares BExercise price
Type of arrangement Grant date Expiry date (in thousands) (in dollars)
Employee stock options A 2018.09.25 2024.09.24 1,898 $ 78.56
Employee stock options B 2018.10.19 2024.10.18 5,000 40.10

F. The fair value of stock options granted of the Group and the ultimate parent company is
measured using the Black-Scholes option-pricing model. Relevant information is as follows:

. E ted . .
. Exercise xpe_c € Risk-free Fair value
Type of Share price . price Expected Expected . .
Grant date . price o ) . L interest per unit
Arrangement (in dollars) in dollars volatility option life dividends rate in dollars
(in dollars) (in dollars)
(note) I
Employee
. 38.37% 3.13%-3.55 $10.77-25.
0,
stock ;J\ptlons 2018.09.25 $ 69.63 $ 78.56 (Note 1) 6 years 0.26% % 21
Empl 44.97% -
mproyee > 0.7435%-0.
stock options 2018.10.19 40.10 40.10 47.69% 6 years 0.00% 84510 16.4807
(]
B (Note 2)
Employee
40.81% 2.75%-3.26 28.95-50.3
stock options 2019.04.22  112.21 100.78 ° 6 years 0.26% °
c (Note 3) % 4
45.51% -
Restricted 0.47%-0.65
estricted  5019.10.02  70.00 10.00 49.00% 3 years 0.00% ° 60.1480
stocks %
(Note 2)

Note 1: Please refer to the stock price volatility of the ultimate parent company of the Company
from the first day of listing to September 25, 2018.

Note 2: The rates were based on the historical transaction information of the Company’s shares
and were estimated by using the stock prices of the most recent period with length of
this period approximate to the length of the stock options’ expected life.

Note 3: Please refer to the stock price volatility of the ultimate parent company of the Company
from the first day of listing to April 22, 2019.

G. Effects of share-based payment transactions are shown below:
(a) Salary expenses
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Salary expenses of the Group arising from the aforementioned transactions are as follows:

Years ended December 31,

L4 r

2019 2018
Employee stock options A and C
-attributable to non-controlling interest $ 33281 $ 4,504
Employee stock options B
-attributable to owners of the parent 18,696 3,351
Restricted stocks 16,183 -
$ 68,160 $ 7,855

(b) Capital surplus

Capital surplus of the Group arising from the aforementioned transactions is as follows:

Years ended December 31,
F F

2019 2018
Employee stock options B $ 18,696 $ 3,351
Restricted stocks 16,183 -
$ 34879 $ 3,351

(c) Non-controlling interest

Non-controlling interest of the Group arising from the aforementioned transactions is as

follows:
Years ended December 31,
’ 2019 [ 2018
Employee stock options A and C $ 33,281 $ 4,504

Share capital
A. As of December 31, 2019, the Company’s authorised capital was $4,000,000, (including
$167,800 convertible shares reserved for employee stock options), consisting of 400,000
thousand shares of ordinary stock, and the paid-in capital was $1,696,450 with a par value of
$10 (in dollars) per share. All proceeds from shares issued have been collected. In addition,
movements in the number of the Company’s ordinary shares outstanding for the years ended
December 31, 2019 and 2018 are as follows (unit: share in thousands):

Years ended December 31,
F F

2019 2018
At January 1 $ 167,800 $ 167,800
Issuance of employee restricted stocks 1,845 -
At December 31 $ 169,645 $ 167,800
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B. To improve the Company’s financial structure and strengthen its working capital, the
stockholders at their annual stockholders’ meeting on June 15, 2012 adopted a resolution to
raise additional cash through private placement. The Board of Directors resolved on February
18, 2013, according to Article 43-6 of the R.O.C. Securities and Exchange Act, the private
placement raised from ICT-LANTO Ltd. and Asus Investment Co., Ltd. and total number of
shares amounted to 31,000 thousand with a par value of NT$10 per share and with private
placement price of NT$10.88 per share. The total amount of private placement raised was
$337,280 and the share capital after the private placement amounted to $1,678,000. All
proceeds from shares issued have been collected on March 8, 2013 (the record date for private
placement) and the private placement has been registered. Pursuant to the Securities and
Exchange Act, the ordinary shares raised through the private placement are subject to certain
transfer restrictions and cannot be listed on the stock exchange until three years after they have
been issued and have been offered publicly. Other than these restrictions, the rights and
obligations of the ordinary shares raised through the private placement are the same as other
issued ordinary shares. On March 20, 2020, the abovementioned private placement has been
offered publicly as resolved by the Board of Directors, and was approved on July 2, 2019.

C. On September 17, 2008, the shareholders at their special meeting resolved to authorise the
Board of Directors to implement private placement within the amount of 70 million shares.
Subsequently, the Board of Directors resolved to issue 30 million shares and 40 million shares
of common stock under private placement at the price of NT$6.29 and NT$5 per share on
September 4, 2009 and October 17, 2008, and the total private placement is $188,700 and
$200,000, respectively. In addition, as of December 31, 2019, the amount raised from the above
two private placements included in the Company’s share capital amounted to $110,512 and
$117,130 after decreasing 41.44% equity interest in 2012, respectively. On March 20, 2020, the
abovementioned private placements have been offered publicly as resolved by the Board of
Directors, and was approved on July 2, 2019.

D. To attract and retain talented employees, the shareholders at their special meeting approved to
issue employee restricted stocks on January 17, 2018. The Board of Directors subsequently
resolved to issue 2,000 thousand shares with a par value of $10 (in dollars) per share at issuance
price of $10 (in dollars) per share to the employees on October 2, 2019 and with the effective
date set on October 18, 2019. The Company set the vesting condition of employees achieving
both standards of personal retain seniority and annual performance appraisal, as well as
redeemed and retired all employee restricted stocks that were not meeting the vesting condition.
The vested restricted stocks amounted to 1,845 thousand shares for this issuance.
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Capital surplus

Pursuant to the R.O.C. Company Act, capital surplus arising from paid-in capital in excess of par
value on issuance of common stocks and donations can be used to cover accumulated deficit or to
issue new stocks or cash to shareholders in proportion to their share ownership, provided that the
Company has no accumulated deficit. Further, the R.O.C. Securities and Exchange Act requires
that the amount of capital surplus to be capitalised mentioned above should not exceed 10% of the
paid-in capital each year. Capital surplus should not be used to cover accumulated deficit unless
the legal reserve is insufficient. Please refer to statement of changes in equity for the details of
reconciliation in movement of capital surplus for the years ended December 31, 2019 and 2018.
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Unappropriated retained earnings/ events after the balance sheet date

According to the Articles of Incorporation of the Company, the appropriation of the earnings is as
follows:

Annual net income after covering prior years’ losses, if any, shall be distributed as follows: 10% as
legal reserve, and appropriate or reverse special reserve until the legal reserve equals the
paid-in capital. The remaining earnings, if any, may be appropriated along with the
accumulated unappropriated earnings according to a resolution adopted by the Board of
Directors.

Appropriation of current year’s post-tax income is the primary consideration. However, under the
principle of balancing dividends, unappropriated earnings of prior years are allowed to be
distributed when current year’s post-tax income is insufficient. Future operating expansion plan
and cash flow needs are taken into account before dividend distribution. The earnings are
distributed as stock dividends and cash dividends, cash dividends shall account for at least 10%
of the total dividends. The aforementioned earnings have appropriation ratios and ratio of cash
dividends to shareholders are determined by current year’s profit and capital position and shall
be resolved by the shareholders for adjustments.

Except for covering accumulated deficit or issuing new stocks or cash to shareholders in
proportion to their share ownership, the legal reserve shall not be used for any other purpose.
The use of legal reserve for the issuance of stocks or cash to shareholders in proportion to their
share ownership is permitted, provided that the distribution of the reserve is limited to the
portion in excess of 25% of the Company’s paid-in capital.

In accordance with the regulations, the Company shall set aside special reserve from the debit
balance on other equity items at the balance sheet date before distributing earnings. When debit
balance on other equity items is reversed subsequently, the reversed amount could be included
in the distributable earnings.

The appropriation of earnings
The appropriation of earnings for the years ended December 31, 2018 and 2017 as resolved at

the meetings of Board of Directors on June 26, 2019 and May 31, 2018, respectively is as
follows:
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Years ended December 31,
L4

2018 2017
Earnings Earnings
dividends dividends
Amount (in dollars) Amount (in dollars)
Legal reserve appropriated $ 16,850 $ 5,665
Provision for (reversal of) special

reserve 13,563 ( 2,315)
$ 30,413 $ 3,350

The appropriation of earnings for the year ended December 31, 2019 as resolved at the meeting
of Board of Directors on March 20, 2020 is as follows:
Year ended December 31, 2019

Earnings
dividends
Amount (in dollars)
Legal reserve appropriated $ 36,773 -
Special reserve appropriated 11,809 -
Cash dividends 84,793 0.50
$ 133,375

For the information relating to employees’ compensation and directors’ and supervisors’
remuneration, please refer to Note 6(26).

Other equity items

Currency

translation Unearned
Year ended December 31, 2019 differences compensation Total
At January 1 $ 93,208) $ - (8 93,208)
Issuance of employee restricted stocks - ( 110,972) ( 110,972)
Amortisation charges on employee

restricted stocks - 16,183 16,183

Foreign currency translation :
—Group ( 2,679) - ( 2,679)
—Tax on Group 535 - 535
—Associates ( 9,665) - ( 9,665)
At December 31 $ 105,017) ($ 94,789) ($ 199,806)
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Currency

translation Unearned

Year ended December 31, 2018 differences compensation Total

At January 1 $ 79,645) $ - (% 79,645)
Foreign currency translation :

—Group ( 25,022) - ( 25,022)
—Tax on Group 7,580 - 7,580
—Associates 3,879 - 3,879
At December 31 $ 93,208) $ - (5 93,208)

Operating revenue

A. Disaggregation of revenue from contracts with customers

The Group derives revenue from the transfer of goods and services at a point in time and over
time in the following major geographical regions and recognition timing:

Electronic connectors

Chinaand
019 Hong Kong Taiwan Others Total
Revenue from customer contracts with contracts $ 9,312,340 $ 700,995 $ 1,246,740 $ 11,260,075
Timing of revenue recognition
At apoint in time $ 9,210,761 $ 700,995 $ 1,246,740 $ 11,158,496
Over time 101,579 - - 101,579
$ 9,312,340 $ 700,995 $ 1,246,740 $ 11,260,075
Electronic connectors
Chinaand
D018 Hong Kong Taiwan Others Total
Revenue from customer with contracts $ 4,153,097 $ 676,367 $ 303,958 $ 5,133,422
Timing of revenue recognition
At apoint in time $ 3,967,658 $ 676,367 $ 303,958 $ 4,947,983
Over time 185,439 - - 185,439
$ 4,153,097 $ 676,367 $ 303,958 $ 5,133,422

B. Contract liabilities

(a) The Group has recognised the following revenue-related contract liabilities:
December 31, 2019 December 31, 2018 January 1, 2018
Contract liabilities-Sale of goods $ 60 $ 314 $ 607

(b) Revenue recognised that was included in the contract liability balance at the beginning of
the year
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Years ended December 31,
F L

2019 2018
Sales of goods $ 303 $ 607

Other income

Years ended December 31,

[ 2019 - 2018
Rental revenue $ 34,656 $ 17,131
Interest income from bank deposits 9,469 7,162
Revenue from sample sold 28,494 8,475
Government grant revenues 8,224 5,527
Others 20,554 23,205
$ 101,397 $ 61,500

Other gains and losses

Years ended December 31,

[ 2019 [ 2018

Net foreign exchange gains (losses) $ 8,981) $ 13,920
Losses on disposals of property, plant and equipment ( 38,955) ( 1,946)
Net (losses) gains on financial liabilities at fair value

through profit or loss 2,543 ( 4,793)
Depreciation expense on investment property ( 1,184) ( 1,862)
Depreciation expense on rental assets ( 24,947) ( 6,496)
Impairment loss recognised in profit or loss, property,

plant and equipment ( 20,148) -
Losses on liquidation of second-tier subsidiaries ( 45,253) -
Others 433 ( 188)

$ 136,492) ($ 1,365)

Finance costs

Years ended December 31,

f 2019 ( 2018
Interest expense on bank borrowings $ 38,563 $ 26,302
Interest expense on lease liabilities 535 -
$ 39,098 $ 26,302
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Expenses by nature

Years ended December 31,

2019 2018
Employee benefit expense $ 1,803,507 $ 1,050,706
Depreciation charges on property, plant and equipment $ 379542 $ 320,217
Depreciation on right-of-use assets $ 6,753 $ -
Depreciation on investment property $ 1,184 $ 1,862
Amortisation charges on intangible assets $ 10,694 $ 2,194

Employee benefit expense

Years ended December 31,

2019 2018
Wages and salaries $ 1,575,475 $ 949,172
Labour and health insurance fees 50,233 34,047
Pension costs 95,812 43,040
Directors’ remuneration 380 355
Share-based payments 16,183 -
Others 65,424 24,092

$ 1,803,507 $ 1,050,706

A. In order to encourage employees and operation team, a ratio of distributable profit of the

current year, after covering accumulated losses, shall be distributed as employees’
compensation and directors’ and supervisors’ remuneration. The ratio shall not be lower than
3% for employees’ compensation and shall not be higher than 3% for directors’ and
supervisors’ remuneration according to the Articles of Incorporation. The aforementioned
employees’ compensation is distributed as stock dividends and cash dividends while directors’
and supervisors’ remuneration is distributed as cash only. The employees’ compensation shall
be distributed in the form of stock and cash while directors’ and supervisors’ remuneration
shall be distributed as cash only by a resolution adopted by a majority vote at a meeting of
Board of Directors attended by two-thirds of the total number of directors and reported in the

shareholders’ meeting.

. For the years ended December 31, 2019 and 2018, employees’ compensation was accrued at
$12,486 and $6,856, respectively; while directors’ and supervisors’ remuneration was accrued
both at $0. The aforementioned amounts were recognised in salary expenses. For the year
ended December 31, 2019, employees’ compensation as well as directors’ and supervisors’
remuneration was accrued based on 3% and 0% of distributable profit of the current year. The
employees’ compensation and directors’ and supervisors’ remuneration resolved by the Board
of Directors were $12,486 and $0, and the employees’ compensation will be distributed in the
form of cash.
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Employees’ compensation and directors’ and supervisors’ remuneration of 2018 as resolved at the
the Board of Directors’ meeting were in agreement with those amounts recognised in the
financial statements of 2018.

Information about employees’ compensation and directors’ and supervisors’ remuneration of the
Company as resolved at the meeting of Board of Directors will be posted in the “Market

Observation Post System” at the website of the Taiwan Stock Exchange.
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Income tax

A. Income tax expense

@

(b)

Components of income tax expense:

Current tax
Current tax liabilities
Current tax assets
Tax refund receivable of prior years
Provisional and withholding tax
Tax on undistributed surplus earnings
Prior year income tax (over estimation) under
estimation
Total current tax
Deferred tax:
Origination and reversal of temporary differences
Others
Impact of change in tax rate
Tax on undistributed surplus earnings
Net exchange differences

Income tax expense

Years ended December 31,

r

2019 2018
$ 105,296 $ 20,432
( 1,255) ( 1,403)
1,255 809

83,732 56,839

( 3,015) ( 5,204)
( 7,233) 2,451
178,780 73,924

28,907 40,244

- 5,027

3,015 5,204

6,009 ( 150)

9,024 10,081

$ 216,711 $ 124,249

The income tax credit/(charge) relating to components of other comprehensive income is as follows:

Remeasurements of defined benefit plans
Remeasurement of defined benefit plan-impact of
change in tax rate
Subsidiaries - currency translation differences
Subsidiaries - currency translation differences
- impact of change in tax rate

Years ended December 31,

r

r

2019 2018
265 ($ 35)
- 73
( 535) ( 5,004)
- ( 2,576)
$ 270) ($ 7,542)

(c) The Company has no income tax charged/(credited) to equity for the years ended December 31, 2019 and 2018.
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B. Reconciliation between income tax expense and accounting profit

Years ended December 31,

r

2019 2018

Tax calculated based on profit (loss) before tax and

statutory tax rate (Note) $ 274,927 $ 126,660
Temporary difference not recognised as deferred tax

assets 15,644 1,190
Taxable loss not recognised as deferred tax assets - 9,622
Tax on undistributed earnings 3,015 5,204
Prior year income tax (over estimation) under estimation ( 7,233) 2,451
Change in realisation of deferred tax assets ( 43,286) -
Unrealised gain on investments ( 19,384) ( 15,406)
Effect from investment tax credits ( 27,269) ( 14,072)
Impact of change in tax rate - 5,027
Others 20,297 3,573
Income tax expense $ 216,711 $ 124,249

Note: The basis for computing the applicable tax rate are the rates applicable in the respective
countries where the Group entities operate.

C. Amounts of deferred tax assets or liabilities as a result of temporary differences and tax losses
are as follows:

Year ended December 31, 2019

Recognised
in other
Recognised in comprehensive Business
January 1 profit or loss income combinations December 31
Deferred tax assets:
Temporary differences:
- Currency translation differences $ 22,178  $ - % 535 $ - $ 22,713
- Unused compensated absences 1,591 ( 86) 1,505
- Allowance for inventory valuation losses 10,000 790 10,790
- Others 675 675
Tax losses 70,588 ( 2,690) 67,898
104,357 ( 1,311) 535 103,581
Deferred income tax liabilities:
Temporary differences:
- Gain on overseas investments
accounted for using equity method ( 146,822) ( 29,734) - - ( 176,556)
- Prepaid pension ( 3,721) 25 ( 265) - ( 3,961)
- Unrealised exchange gain ( 17) 17
- Intangible assets identified in business
combinations - 1,830 - ( 36,164) ( 34,334)
- Others ( 2,832) 266 - - ( 2,566)
( 153,392) ( 27,596) ( 265) ( 36,164) ( 217,417)
$ 49,035) ($ 28,907) $ 270 ($ 36,164) ($ 113,836)
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Year ended December 31, 2018

Recognised
in other
Recognised in comprehensive Business
January 1 profit or loss income combinations December 31
Deferred tax assets:
Temporary differences:
- Currency translation differences $ 14598 $ - % 7,580 $ - % 22,178
- Unused compensated absences 1,349 242 - - 1,591
- Allowance for inventory valuation losses 5,910 4,090 - - 10,000
- Others 852 ( 852) -
Tax losses 60,000 10,588 - - 70,588
82,709 14,068 7,580 - 104,357
Deferred income tax liabilities:
Temporary differences:
- Amount of allowance for bad debts that
exceed the limit for tax purpose ( 485) ( 85) - - ( 570)
- Gain on overseas investments
accounted for using equity method ( 88,925) ( 57,897) - ( 146,822)
- Prepaid pension ( 3,170) ( 513) ( 38) - ( 3,721)
- Unrealised exchange gain - ( 17) - ( 17)
- Others ( 1,435) ( 827) - ( 2,262)
( 94,015) ( 59,339) ( 38) - 153,392)
s 11,306) ($ 45271) $ 7542 $ - (8 49,035)

D. Expiration dates of unused tax losses and amounts of unrecognised deferred tax assets are as
follows:

December 31, 2019
Deferred tax

Year incurred Loss amount  Unused amount assets Expiry year
2012-filed $ 76,054 $ 49425 $ - Year ended December 31, 2022
2013-filed 179,387 179,387 - Year ended December 31, 2023
2016-filed 193,284 193,284 82,603  Year ended December 31, 2026
2017-assessed 256,389 256,889 256,889  Year ended December 31, 2027

$ 705614 $ 678985 $ 339,492

December 31, 2018
Deferred tax

Year incurred Loss amount ~ Unused amount assets Expiry year
2009-filed $ 127502 $ 52435 $ - Year ended December 31, 2019
2011-filed 25,813 25,813 - Year ended December 31, 2021
2012-filed 76,054 76,054 - Year ended December 31, 2022
2013-filed 179,387 179,387 - Year ended December 31, 2023
2016-filed 193,284 193,284 174,032  Year ended December 31, 2026
2017-assessed 256,889 256,889 256,889  Year ended December 31, 2027

$ 858,929 $ 783,862 $ 430,921
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E. The amounts of deductible temporary difference that are not recognised as deferred tax assets
income are as follows:
December 31, 2019 December 31, 2018
Deductible temporary differences $ 1,010,697 $ 932,477

The above deductible temporary differences mainly refer to asset impairment and unrealised
investment loss.

F. The Company has no unrecognised taxable temporary differences associated with investment
in subsidiaries as deferred tax liabilities for the years ended December 31, 2019 and 2018.

G. The Company’s income tax returns through 2016 have been assessed and approved by the Tax
Authority. In addition, the subsidiary, Castle Rock Inc.’s income tax returns through 2017 have
been assessed and approved by the Tax Authority.

H. Under the amendments to the Income Tax Act which was promulgated by the President of the
Republic of China in February 2018, the Company’s applicable income tax rate was raised
from 17% to 20% effective from January 1, 2018. The Group has assessed the impact of the
change in income tax rate.

Earnings per share

Year ended December 31, 2019

Weighted average

number of ordinary

shares outstanding Earnings per
Amount after tax  (shares in thousands)  share (in dollars)

Basic earnings per share
Profit attributable to ordinary shareholders of
the parent $ 366,750 167800 $ 2.19
Diluted earnings per share
Profit attributable to ordinary shareholders of

the parent $ 366,750 167,800
Assumed conversion of all dilutive potential

ordinary shares - employees’ compensation - 142

- Employee stock options - 5,000

- Restricted stocks - 64

Profit attributable to ordinary shareholders of
the parent plus assumed conversion of all
dilutive potential ordinary shares $ 366,750 173006 $ 2.12
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Year ended December 31, 2018

Weighted average

number of ordinary

shares outstanding Earnings per
Amount after tax  (shares in thousands)  share (in dollars)

Basic earnings per share
Profit attributable to ordinary shareholders of
the parent 168,496 167800 $ 1.00
Diluted earnings per share
Profit attributable to ordinary shareholders of

the parent $ 168,496 167,800
Assumed conversion of all dilutive potential

ordinary shares - employees’ compensation - 124

- Employee stock options - 1,000

Profit attributable to ordinary shareholders of
the parent plus assumed conversion of all
dilutive potential ordinary shares 168,496 168924 $ 1.00

Transactions with non-controlling interest
The subsidiary, Luxshare Precision Accessory (Kunshan) Ltd., of the Group increased its capital
by issuing new shares on May 7 and June 20, 2018. The Group did not acquire shares
proportionally to its interest. As a result, the Group decreased its share interest by 49%.
Non-controlling interests increased by $225,756 due to this transaction. The effect of changes in
interests in Luxshare Precision Accessory (Kunshan) Ltd. on the equity attributable to owners of
the parent for the year ended December 31, 2018 is shown below:

Year ended
December 31, 2018
Cash $ 225,756
Increase in the carrying amount of non-controlling interest ( 225,756)

Capital surplus-recognition of changes in ownership interest in subsidiaries $ -

Business combinations
A. In May 2019, the Group acquired 40% of the share capital of Castle Rock Inc. for $123,590
and obtained the control over Castle Rock Inc. as the Company has two directors out of three
in its Board, this company is the Taiwan branch of the US brand, CalDigit, and the expansion
of its brand and its market covers the US, Europe, Japan, Asia Pacific and Mainland China. As
a result of the acquisition, the Group is expected to increase its presence in these markets. It
also expects to reduce costs through economies of scale.
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B. The following table summarises the consideration paid for Castle Rock Inc. and the fair values
of the assets acquired and liabilities assumed at the acquisition date, as well as the
non-controlling interest’s proportionate share of the recognised amounts of acquiree’s
identifiable net assets at the acquisition date:

May 31, 2019
Purchase consideration
Cash $ 123,590
Equity instruments 131,838
255,428
Fair value of the identifiable assets acquired and liabilities assumed
Cash 32,232
Accounts receivable 5,239
Accounts receivable - related parties 136,009
Other receivables 2,473
Inventories 14,355
Prepayments 11,147
Other current assets 188
Property, plant and equipment 2,375
Other non-current assets 579
Intangible assets 180,822
Short-term loans ( 15,075)
Contract liabilities ( 10)
Notes payable ( 1,909)
Accounts payable ( 4,951)
Accounts payable - related parties ( 105,315)
Other payables ( 1,153)
Other current liabilities ( 162)
Other non-current liabilities ( 950)
Deferred income tax liabilities ( 36,164)
Total identifiable net assets 219,730
Goodwill $ 35,698

C. Net cash used in acquiring subsidiaries:

Years ended December 31,
F F

2019 2018
Total consideration paid for acquiring subsidiaries $ 123,590 $ -
Less: Cash balance of subsidiaries acquired ( 32,232) -
Cash paid for acquiring subsidiaries $ 91,358 $ -

D. Fair value of the identifiable intangible assets acquired (including goodwill and trademarks) is
$180,822.
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E. The operating revenue included in the consolidated statement of comprehensive income since
May 31, 2019 contributed by Castle Rock Inc. was $322,344. Castle Rock Inc. also contributed
profit before income tax of $9,133 over the same period. Had Castle Rock Inc. been
consolidated from January 1, 2019, the consolidated statement of comprehensive income would
show operating revenue of $11,443,515 and profit before income tax of $886,044.

Operating leases (lessor/ lessor)
Prior to 2019
A. The Group leases offices, plant and equipment to others under non-cancellable operating lease
agreements. The lease term is between 1 and 3 years. The Group recognised rental revenue
amounting to $17,131 for these leases in profit or loss for the year ended December 31, 2018.
The future aggregate minimum lease receivables under non-cancellable operating leases are as

follows:

December 31, 2018
Not later than one year $ 5,440
Later than one year but not later than five years 406

$ 5,846

B. The Group leases staff dormitory, office, car and plant under non-cancellable operating lease
agreements. The lease term is between 1 and 10 years. The Group recognised rental payment
amounting to $25,544 for these leases in profit or loss for the year ended December 31, 2018.
The future aggregate minimum lease payments under non-cancellable operating leases are as

follows:

December 31, 2018
Not later than one year $ 21,398
Later than one year but not later than five years 14,636
Later than 5 years 3,500

$ 39,534
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Supplemental cash flow information

A

Investing activities with partial cash payments

Years ended December 31,

[ 2019 [ 2018
Purchase of property, plant and equipment $ 1,212,681 $ 722,805
Add: Opening balance of payable on equipment 62,610 92,766
Add: Opening balance of payable on equipment to
related parties 10,098 -
Less: Ending balance of payable on equipment ( 179,825) ( 62,610)
Less: Ending balance of payable on equipment to related
parties ( 186,718) ( 10,098)
Cash paid during the year $ 918,846 $ 742,863
Changes in liabilities from financing activities
Year ended December 31,2019
Long-term
Lease liability Other payables Short-term borrowings Short-termnotes
(current portion) -related parties borrowings (current portion) and bills payable Total
At January 1 $ 23440 $ - % 852,357 $ 295,000 $ - $ 1,170,797
Proceeds fromdebt 54,437 6,110,126 280,000 240,000 6,684,563
Repayment for borrowings - ( 38,710) ( 5,454,637) ( 295,000) ( 140,133) ( 5,928,480)
Addition oflease liabilities 1,116 1,116
Payments oflease liabilities ( 6,558) - ( 6,558)
Acquired frombusiness
combinations 15,075 15,075
Net exchange differences ( 81) - 81)
At December 31 $ 17917  $ 15,727  $ 1522921 $ 280,000 $ 99,867 $ 1,936,432
Year ended December 31,2018
Long-term
Lease liability Other payables Short-term borrowings Short-termnotes
(current portion) -related parties borrowings (current portion) and bills payable Total
At January 1 $ $ - 3% 889,856 $ 325,000 $ - 8 1,214,856
Proceeds fromdebt 5,409,590 5409590
Repayment for borrowings - ( 5447,089) ( 30,000) - ( 5,477,089)
At December 31 $ $ - 3 852,357 $ 295,000 $ - $ 1,147,357

7. RELATED PARTY TRANSACTIONS

Parent and ultimate controlling party

The parent of the Company is Ict-Lanto Ltd. (incorporated in Hong Kong). The ultimate parent of
the Company is Luxshare Precision Industry Co., Ltd. (incorporated in People's Republic of China).
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Names of related parties and relationship

Names of related parties Relationship with the Group
Luxshare Precision Industry Co., Ltd. Ultimate parent
(Luxshare Precision Industry)
Ict-Lanto Ltd. (Ict-Lanto) Parent company
Luxshare-Ict Co., Ltd.(Taiwan) (Taiwan Fellow company

Luxshare-Ict)

Luxshare Electronic Technology (Kunshan) Fellow company
Ltd. (Kunshan Luxshare)

Suining Luxshare Precision Industry Co., Ltd.  Fellow company
(Suining Luxshare)

Wan'an Xiexun Electroinc Co., Ltd. (Wan'an  Fellow company
Xiexun)

Bozhou Lanto Electronic Ltd. (Bozhou Lanto) Fellow company
Luxshare Precision Ltd. (Hong Kong Luxshare) Fellow company
Dongguan Xuntao Electronic Co., Ltd. Fellow company
(Dongguan Xuntao)

Asap Technology (Jiangxi) Co., Ltd. (Jiangxi  Fellow company
Asap)

Ji‘an Jizhou District Luxshare Electronic Co.,  Fellow company
Ltd. (Jizhou Luxshare)

Xingning Luxshare-ICT Precision Industry Co., Fellow company
Ltd. (Xingning Luxshare-1CT)

Luxshare Precision Industry (Kunshan) Co., Fellow company
Ltd. (Kunshan Luxshare Precision)

Shenzhen Luxshare Acoustics Technology Ltd. Fellow company
(Luxshare Acoustics)

Luxshare Automation (Jiangsu) Ltd. (Luxshare Fellow company
Automation)

Lanto Electronic Ltd. (Kunshan) (Kunshan Fellow company
Lanto)

Korea Luxshare-Ict Co., Ltd. (Korea Fellow company
Luxshare-Ict)

Luxshare-Ict (Vietnam) Ltd. (Vietnam Fellow company
Luxshare-Ict)

Xiexun Electronic (Jian) Co., Ltd. (Jian Fellow company
Xiexun)
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Names of related parties

Relationship with the Group

Luxshare Automation (Jiangsu) Ltd. Ji'an
Branch (Jian Automation)

Merry Electronics (Suzhou) Co., Ltd.
(Suzhou Merry)

Zhuhai Kinwong Flexible Circuit Co., Ltd.
(formerly Zhuhai All-Winner Fpc Co., Ltd.)

Donguan Luxshare Precision Industry Co., Ltd.
(Donguan Luxshare)

Luxshare Precision Industry (Chuzhou), Ltd.
(Chuzhou Luxshare)

Luxshare Precision Industry (Suzhou) CO.,
LTD. (Suzhou Luxshare)

Xuancheng Luxshare Precision Industry Co.,
Ltd. (Xuancheng Luxshare)

Dongguan Luxshare Smart-Link Electronic
Technology Co., Ltd. (Dongguan Luxshare
Smart-Link)

Kunshan Luxshare RF Technology Co., Ltd.
Jiangxi Luxshare Intelligent Manufacture Co.,
LTD.

(Luxshare RF Technology (Ji'an) Co.,Ltd. )
(Jiangxi Luxshare)

Guangdong Luxshare & Merry electronics Co.,
LTD (Luxshare & Merry)

YongXin county Boshuo Electronics Co.,Ltd
(YongXin county Boshuo)

Luxshare iTech (Zhejiang) ) Co., LTD.
(Zhejiang Luxshare)

Shanxi Luxshare Precision Industry Ltd.
(Shanxi Luxshare)

Rolling Hills Co.,Ltd.( Rolling Hills)

Caldigit Inc. (Caldigit US)
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Fellow company

Fellow company (the ultimate parent of the
Company reduced its ownership of the company
to 49% on December 4, 2018, therefore, the
ultimate parent of the Company only has
significant influence over the company).
Fellow company

Fellow company

Fellow company

Fellow company

Fellow company

Fellow company
Fellow company

Fellow company

Fellow company

Fellow company

Fellow company

The company controlled by the major
shareholders of the subsidiary

The company controlled by the directors of the



Names of related parties Relationship with the Group

subsidiary

Caldigit UK Ltd. (Caldigit UK) The company controlled by the directors of the
subsidiary

Ayala Design (JP) The company controlled by the directors of the
subsidiary

ALEX CHEN The directors of the subsidiary

WANG LAISHENG The substantive related parties of the subsidiaries

Reel Mask Industry Col., Ltd. (Real Mask) Associates

Speedtech Energy Co., Ltd. (Speedtech Associates

Energy)

All the directors, President and main The Group’s key management and governance

management

Significant related party transactions
A. Sales transactions

(a) Operating revenue

Details of the Group selling goods and rendering service to related parties are as follows:

Years ended December 31,
F L

2019 2018

Fellow companies-Luxshare Precision Limited $ 1,980,277 $ 559,328
Fellow companies- Luxshare Electronic Technology

(Kunshan) Ltd. 1,312,941 551,586
Fellow companies-Jiangxi Luxshare Intelligent Manufacture
Co., LTD. 1,447,474 -
Fellow companies-others 3,318,996 1,325,463
Other related parties 461,753 -
Ultimate parent 344,881 588,696
Parent company 118,420 86,041
Associates 58 55

$ 8,984,800 $ 3,111,169
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(b) Notes receivable

Details of notes receivable arising from related party transactions are as follows:

Fellow companies-Merry Electronics (suzhou)
Co., LTD.

Fellow companies- Luxshare Precision Industry
(Suzhou) Co., LTD.

Ultimate parent

of December 31, 2019 and 2018,

December 31, 2019 December 31, 2018

$ 297,756 $ -
86,280 -
138,048 138,570

$ 522,084 $ 138,570 As

the Group had outstanding discounted notes

receivable-related parties amounting to $522,084 and $138,570, respectively. The Group has
payment obligation when the drawers of the notes refuse to pay for the notes at maturity.
However, in general, the Group does not expect that the drawers of the notes would refuse to
pay for the notes at maturity. The liabilities arising on discounted notes receivable were
presented as short-term borrowings. Information about the notes receivable that were pledged
to others as collaterals is provided in Note 8.

(c) Accounts receivable

Details of accounts receivable arising from related party transactions are as follows:

Fellow companies-Lanto Electronic Limited

December 31, 2019 December 31, 2018

1,598 216,448
(Kunshan) $ 3
Fellow companies-Luxshare Electronic
70,092 282,207
Technology (Kunshan) Ltd.
Fe_IIo_w companies-Luxshare Precision 564,372 174,204
Limited
Fellow companies-Jiangxi Luxshare Intelligent
Manufacture Co., LTD. 1,522,539
Fellow companies-others 754,260 507,005
Other related parties 246,522 -
Ultimate parent 132,251 370,361
Parent company 69,987 17,670
3,361,621 1,567,895
Less: Loss allowance ( 2,556) -
$ 3,359,065 $ 1,567,895

Goods are sold based on the price lists in force and terms that have no significant difference with
third parties. The credit term to related parties is 90 to 120 days after monthly billings, and

the credit term to third parties is 30 to 150 days after monthly billings.
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(d) Other receivables

The Group transfers accounts receivable due from related parties that are over a certain period of
the normal credit period to other receivables in accordance with the R.O.C Accounting
Research and Development Foundation Interpretation 93-167, dated July 9, 2004. The details
are as follows:

December 31, 2019

91 to 180 days Over 181 days Total
Fellow companies-Luxshare $ 63,294 $ 30,761 $ 94,055
-Ict (Vietnam) Ltd.
Parent company 18,973 - 18,973
$ 82,267 $ 30,761 $ 113,028

December 31, 2018: None.

B. Purchase/processing transactions

(a) Purchases and processing costs

Details of purchasing and contracted processing from related parties are as follows:
Years ended December 31,

f 2019 f 2018
Purchase of goods and materials and supplies:
Fellow companies $ 1,365,490 $ 350,555
Ultimate parent 16,961 46,318
Contracted processing:
Fellow companies 40,462 27,885
Associates 28,498 37,863
$ 1451411 $ 462,621

(b) Accounts payable

Details of accounts payable arising from related party transactions are as follows:

December 31, 2019 December 31, 2018

Fellow companies - Luxshare Electronic $ 66,839 $ 213,093

Technology (Kunshan) Ltd.
Fellow companies - others 286,912 79,547
Ultimate parent 8,451 1,400
Associates 11,988 14,650
$ 374,190 $ 308,690

Purchases are based on the price lists in force and terms that have no significant difference with
third parties. The payment term to related parties is 90 to 120 days after monthly billings, and
payment term to third parties is 30 to 120 days after monthly billings.
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C. Property transactions

(a) Sales of property

Details of proceeds from and gain (loss) on disposal of property, plant and equipment to related
parties are as follows:

Year ended December 31, Year ended December 31,
i 2019 i 2018
Gain/(loss) Gain/(loss)
Selling price on disposal Selling price on disposal
Fellow companies-Luxshare $ 5635 $ - 3 16,380 $ 1,110
Electronic Technology (Kunshan)
Ltd.
Fellow companies-Dongguan
Xuntao Electronic Co., Ltd. 13,049 5,532 32,709 4,765
Fellow companies-Luxshare-Ict
(Vietnam) Ltd. 7,027 2,100 23,779 1,926
Fellow companies-Merry
Electronics (Suzhou) Co., Ltd. 16,122 - - -
Fellow companies-others 1,236 - 351 68
Ultimate parent - - 3,326 ( 2,230)
$ 43069 $ 7632 3 76545 $ 5,639

(b) Other receivables

Details of other receivables arising from sales of property, plant and equipment to related parties
are as follows:

December 31, 2019 December 31, 2018

Fellow companies- Luxshare-Ict (Vietnam) $ 1,791 $ 19,453
Ltd.
Fellow companies-Merry Electronic
(Suzhou) Co., Ltd. 17,564 -
Fellow companies-others 4 -
$ 19,359 $ 19,453
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(c) Acquisition of property

Details of acquisition of property, plant and equipment from related parties are as follows:

Years ended December 31,
r r

2019 2018
Fellow companies - Luxshare Electronic Technology
(Kunshan) Ltd. $ 366,846 $ 456,953
Fellow companies - others 86,331 2,483
Ultimate parent 79,112 192
Associates 310 -
$ 532,599 $ 459,628

(d) Other payables

Details of accounts payable arising from acquisition of property, plant and equipment from related
parties are as follows:

December 31, 2019 December 31, 2018

Fellow companies-Luxshare Electronic

Technology (Kunshan) Ltd. $ 102,304 $ 9,809
Fellow companies-others 84,414 71
Ultimate parent - 218

$ 186,718 $ 10,098

D. Leasing of plant and sales of samples

(a) Other income

Details of other income arising from leasing of plant and sales of samples to related parties are as

follows:

Years ended December 31,

[ 2019 [ 2018
Fellow companies-Luxshare-Ict Co., Ltd. (Taiwan) $ 5320 $ 8,286

Fellow companies-Luxshare Precision Industry (Suzhou)

Co., LTD. 24,840 -
Fellow companies-others 18,090 4,516
Associates 2,560 3,075
Ultimate parent 1,306 1,988
$ 52,116 $ 17,865

Rent of the plant is made based on mutual agreement, and is collected monthly.
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(b) Other receivables

Details of other receivables arising from above related party transactions are as follows:

December 31, 2019 December 31, 2018

Fellow companies-others $ 6,298 $ 1,611
Associates 463 282
Ultimate parent 663 118

$ 7,424 $ 2,011

E. Plant leased/staff dormitory leased/electroplating processing/samples provided

(a) Operating costs/Operating expenses

Details of other expenses arising from plant leased, staff dormitory leased, utilities of plant and
staff dormitory as well as electroplating processing and samples provided from related parties
are as follows:

Years ended December 31,

( 2019 ( 2018

Fellow companies- Dongguan Xuntao Electronic Co., $ 44658 $ 42 821

Ltd. ’ ’
Fellow companies-Lanto Electronic Limited 53 658 94,603

(Kunshan) ' '
Fellow companies-Luxshare Electronic Technology 36.328 1138

(Kunshan) Ltd. ’ '
Fellow companies-others 5,668 65
Other related parties 1,204 -
Associates 6 33
Ultimate parent 5,055 1,737
$ 146,577 $ 70,397

Rent of plant and staff dormitory is made based on mutual agreement, and is collected monthly.
Additionally, in adopting IFRS 16, the details of second phase changes for the year ended
December 31, 2019 is provided in Note 3(1).

(b) Other payables
Details of other payables arising from above related party transactions are as follows:
December 31, 2019 December 31, 2018

Fellow companies-Dongguan Xuntao

Electronic Co., Ltd. $ 4,180 $ 3,964
Fellow companies-Lanto Electronic Limited

(Kunshan) 19,318 16,517
Fellow companies- Luxshare Electronic

Technology (Kunshan) Ltd. 23,482 -
Fellow companies-others 152 -

$ 47,132  $ 20,481
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F. Lease transactions-lessee

(a) Lease liability
The Group leases staff dormitory. Rental contracts are typically made for periods of 2 years.
Rents are paid at the end of month. On January 1,2019 (the date of initial application of
IFRS 16), the Group increased right-of-use assets by $5,898. Details of lease liabilities
arising from the related party transactions are as follows:
December 31, 2019 December 31, 2018

Fellow companies-Dongguan Xuntao
Electronic Co., Ltd. $ 2,315 $ -

(b) Einance costs

Interest expense recognised for lease liabilities are as follows:
Years ended December 31,
r r

2019 2018
Fellow companies $ 256 $ -

Interests were calculated at 4.34% per annum for the year ended December 31, 2019.
G. Reinvestment transaction

(a) Dividend income (shown as deduction in investment accounted for using equity method)

Details of dividend income arising from investment in associates are as follows:
Years ended December 31,
r r

2019 2018
Associates $ 37,735 % 22,197

(b) Other receivables

As of December 31, 2019 and 2018, there are no other receivables arising from dividend income
distributed from investing in associates.

H. Other transactions/other current liabilities

As of December 31, 2019 and 2018, receipt in advance (shown as other current liabilities)
arising from associates both amounted to $1,000.
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I. Transactions of loans to/from others/other payables

The details of other payables arising from loan from related parties are as follows:
Year ended December 31, 2019

Maximum Outstanding Total interest
balance balance Annual rate expense

Fellow companies-Luxshare Precision $ 38,710 - 0% $

Limited
Other related parties-ALEX CHEN 737 737 0%
Other related parties-WANG

LAISHENG 14,990 14,990 0%

$ 54,437 15,727 $

For the year ended December 31, 2018: None.

Key management compensation

Salaries and other short-term employee benefits
Post-employment benefits

8. PLEDGED ASSETS

The Group’s assets pledged as collateral are as follows:

Book value

Years ended December 31,
F

2019 2018
$ 5451 $ 6,979
268 286
$ 5719 $ 7,265

Pledged asset December 31, 2019

December 31, 2018

Purpose

Notes receivable-related

Guarantee for short-term

138,570 bank borrowings
Guarantee for customs

duty, short-term bank

borrowings and bank's

acceptance bill
Guarantee for short and
683,189  long-term bank borrowings

parties $ 522,084 $
Financial assets at amortised
cost-restricted cash in 16,738 16,443
banks
Property, plant and
equipment, Investment 689,478
property
$ 1,228,300 $ 838,202

9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNISED CONTRACT COMMITMENTS
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Contingencies
None.
Commitments

A. Capital expenditure contracted for at the balance sheet date but not yet incurred is as follows:
December 31, 2019 December 31, 2018
Purchase of property, plant and equipment $ 56,156 $ 80,344

B. Information on the future aggregate minimum lease payments receivable and payable under
non-cancellable operating leases is provided in Note 6(31).

C. Information on the Company providing endorsements/ guarantees to subsidiaries is provided in
Note 13(1).

10. SIGNIFICANT DISASTER LOSS
None.

11. SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DATE

(1) Details of the appropriation of 2019 earnings as resolved by the Board of Directors on March 20,
2020 are provided in Note 6(19).

(2) Due to the outbreak of COVID-19 pandemic in China in January 2020, the People’s Republic of
China government implemented various COVID-19 preventions resulting to impacts on
production of subsidiaries in Mainland China as the workdays were decreased. The Group
adopted relevant responses to keep close contact with customers and suppliers, strengthen staff
health management and continually focus on the situation of the epidemic to reduce the impact on
operations. The subsidiaries in Mainland China resumed their work in mid-February 2020,
however the actual degree of impact still depends on the developments related to the of
COVID-19 pandemic.

12. OTHERS
(1) Capital management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as
a going concern in order to provide returns for shareholders and to maintain an optimal capital
structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to shareholders, return capital to shareholders,
issue new shares or sell assets to reduce debt. The Group monitors capital on the basis of the
debt-asset ratio. This ratio is calculated as total liabilities divided by total assets.

194



During the year ended December 31, 2019, the Group’s strategy was unchanged from 2018. The
debt-asset ratio at December 31, 2019 and 2018 was 63% and 55%, respectively.

(2) Einancial instruments

A. Financial instruments by category

December 31, 2019 December 31, 2018

Financial assets
Financial assets at fair value through profit or
loss-current
Financial assets mandatorily measured at fair $ 241,284 $ 2,602
value through profit or loss
Financial assets at amortised cost

Cash and cash equivalents 833,003 531,731
Financial assets at amortised cost 29,181 28,959
Notes receivable, net 1,546 7,143
Notes receivable-related parties 522,084 138,570
Accounts receivable, net 853,002 769,932
Accounts receivable-related parties 3,359,065 1,567,895
Other receivables 26,812 15,758
Other receivables-related parties 139,811 21,464
Other non-current assets-refundable deposits 2,846 3,141

$ 6,008,634 $ 3,087,195

December 31, 2019 December 31, 2018

Financial liabilities
Financial liabilities at amortised cost

Short-term borrowings $ 1522921 $ 852,357
Short-term notes and bill payable 99,867 -
Notes payable 20,263 24,998
Accounts payable 2,890,006 1,318,756
Accounts payable-related parties 374,190 308,690
Other payables 625,669 306,983
Other payables-related parties 249,577 30,579

Long-term borrowings (including current
portion) 280,000 295,000

Other non-current liabilities-refundable

deposits - 300
Lease liability (current/non-current) $ 6,062,493 $ 3,137,663
$ 17,917  $ -
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B. Financial risk management policies

(a) The Group’s activities expose it to a variety of financial risks: market risk (including
foreign exchange risk, price risk and interest rate risk), credit risk and liquidity risk. To
minimise any adverse effects on the financial performance of the Group, derivative
financial instruments, such as foreign exchange forward contracts is used to hedge certain
exchange rate risk. Derivatives are used exclusively for hedging purposes and not as
trading or speculative instruments.

(b) Risk management is carried out by a central treasury department (Group treasury) under
policies approved by management. Group treasury identifies, evaluates and hedges financial
risks in close co-operation with the Group’s operating units. Management provides
principles for overall risk management, as well as policies covering specific areas and
matters, such as foreign exchange risk, interest rate risk, credit risk, use of derivative
financial instruments and non-derivative financial instruments, and investment of excess
liquidity.

(c) Information about derivative financial instruments that are used to hedge certain exchange
rate risk are provided in Notes 6(2).

C. Significant financial risks and degrees of financial risks
(a) Market risk
i. Exchange rate risk

(1) The Group operates internationally and is exposed to exchange rate risk arising from
the transactions of the Company and its subsidiaries used in various functional
currency, primarily with respect to the USD and RMB. Exchange rate risk arises from
future commercial transactions and recognised assets and liabilities.

(i) Management has set up a policy to require group companies to manage their foreign
exchange risk against their functional currency. The companies are required to hedge
their entire foreign exchange risk exposure with the Group treasury. Exchange rate
risk is measured through a forecast of highly probable USD and RMB revenue.
Forward foreign exchange contracts and foreign exchange option trading are adopted
to minimise the volatility of the exchange rate affecting receiving of accounts
receivable.

(iii) The Group hedges foreign exchange rate and foreign exchange option trading by
using forward exchange contracts. However, the Group does not adopt hedging
accounting. Details of financial assets at fair value through profit or loss are provided
in Note 6(2).
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(iv) The Group’s businesses involve some non-functional currency operations (the
Company’s and certain subsidiaries’ functional currency: NTD; other certain
subsidiaries’ functional currency: RMB and MYR). The information on assets and
liabilities denominated in foreign currencies whose values would be materially
affected by the exchange rate fluctuations is as follows:

December 31, 2019
Foreign currency

amount Book value
(In thousands) Exchange rate (NTD)
(Foreign currency:
functional currency)
Financial assets
Monetary items
USD:NTD $ 60,685  30.043 $ 1,823,159
USD:RMB 50,244 6.9641 1,509,480
EUR:MYR 1,427 4.7853 48,026
USD:MYR 1,122 4.2717 33,708
Financial liabilities
Monetary items
USD:NTD 33,327 30.043 1,001,243
USD:RMB 35,148 6.9641 1,055,951
USD:MYR 1,330 4.2717 39,957

December 31, 2018
Foreign currency

amount Book value
(In thousands) Exchange rate (NTD)
(Foreign currency:
functional currency)
Financial assets
Monetary items

USD:NTD $ 30,018 30.722 $ 922,213

USD:RMB 17,413 6.873 534,962

EUR:MYR 3,480 4.946 122,423

USD:MYR 1,126 4.320 34,593

Financial liabilities

Monetary items
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USD:NTD 23,763 30.722 730,047
USD:RMB 1,256 6.873 38,587
USD:MYR 2,598 4.320 79,816

(v) The total exchange gain (loss), including realised and unrealised arising from
significant foreign exchange variation on the monetary items held by the Group for
the years ended December 31, 2019 and 2018 amounted to ($8,981) and $13,920,
respectively.

(vi) Analysis of foreign currency market risk arising from significant foreign exchange
variation:

Year ended December 31, 2019

Sensitivity analysis

Effect on other

Degree of Effect on comprehensive
variation profit or loss income (loss)
(Foreign currency:
functional currency)
Financial assets
Monetary items
USD:NTD 1% $ 18,232 $ -
USD:RMB 1% 15,095 -
EUR:MYR 1% 480 -
USD:MYR 1% 337 -
Financial liabilities
Monetary items
USD:NTD 1% ( 10,012) -
USD:RMB 1% ( 10,560) -
USD:MYR 1% ( 400) -

Year ended December 31, 2018
Sensitivity analysis

Effect on other

Degree of Effect on comprehensive
variation profit or loss income (loss)

(Foreign currency:
functional currency)
Financial assets

Monetary items

198



USD:NTD 1% $ 9,222
USD:RMB 1% 5,350

EUR:MYR 1% 1,224

USD:MYR 1% 346

Financial liabilities
Monetary items
USD:NTD 1% ( 7,300)
USD:RMB 1% ( 386)
USD:MYR 1% ( 798)
ii. Price risk

(1) The Group’s equity securities, which are exposed to price risk, are the held financial

assets at fair value through profit or loss. To manage its price risk arising from
investments in equity securities, the Group diversifies its portfolio. Diversification of
the portfolio is done in accordance with the limits set by the Group.

(if) The Group’s investments in equity securities comprise financial investments and

foreign exchange option issued by the foreign bank. The prices of equity securities
would change due to the change of the future value of investee companies. If the
prices of these equity securities had increased/decreased by 1% with all other
variables held constant, pre-tax profit for the years ended December 31, 2019 and
2018 would have increased/decreased by $2,413 and $26, respectively.

iii. Cash flow and fair value interest rate risk

() The Group’s interest rate risk arises from long-term and short-term borrowings as
well as short-term notes and bill payable. Borrowings issued at fixed rates expose the
Group to fair value interest rate risk. The Group analyses its interest rate exposure on
a dynamic basis. Various scenarios are simulated taking into consideration
refinancing, renewal of existing positions, alternative financing and hedging. Based
on these scenarios, the Group calculates the impact on profit and loss of a defined
interest rate shift. Such scenarios only used in significant liability positions which
bear interests in order to control the maximum loss limited under the ceiling made by
management.

(ii) At December 31, 2019 and 2018, if interest rates on borrowings had been 0.1%
higher/lower with all other variables held constant, pre-tax profit for the years ended
December 31, 2019 and 2018 would have been $1,903 and $1,147 lower/higher,
respectively, mainly as a result of higher/lower interest expense on interest rate
changes.

(b) Credit risk
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I. Credit risk refers to the risk of financial loss to the Group arising from default by the
clients or counterparties of financial instruments on the contract obligations. The main
factor is that counterparties could not repay in full the notes and accounts receivable

based on the agreed terms.
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il. The Group manages their credit risk taking into consideration the entire group’s concern.
According to the Group’s credit policy, each local entity in the Group is responsible for
managing and analysing the credit risk for each of their new clients before standard
payment and delivery terms and conditions are offered. Internal risk control assesses the
credit quality of the customers, taking into account their financial position, past
experience and other factors. Individual risk limits are set based on internal or external
ratings in accordance with limits set by management. The utilisation of credit limits is
regularly monitored.

iii. In accordance with the historical experience, if the contract payments were past due over
30 days based on the terms, there has been a significant increase in credit risk on that
instrument since initial recognition.

iv. The Group adopts historical collection expeirence, the default occurs when the contract
payments are past due over 180 days.

V. The Group classifies customers’ accounts receivable in accordance with credit rating of
customer. The Group applies the simplified approach using provision matrix to estimate
expected credit loss under the provision matrix basis.

vi. The Group will continue executing the recourse procedures to secure their rights for the
defaulted financial assets. The Group wrote-off the financial assets, which cannot be
reasonably expected to be recovered, after initiating recourse procedures.

vii. The Group used the forecastability referring to reference rate made by financial services
industry to adjust historical and timely information to assess the default possibility of
notes and accounts receivable (including related parties). As of December 31, 2019
and 2018, the provision matrix is as follows:

Up to 1 - 30 31-90d 91-180 d
pto ays ays Total

Not past due days past due past due past due Over 180 days

December 31, 2019

Expected loss rate  0.01%-4.20% 0.01%-12.57% 0.01%-43.64% 0.03%-80.38% 100%
$ $ $ $ $

Total book value 4,546,41 90,03 111,20 $ 953 4,92 4,753,53
9 2 3 8 5
$ $ $ $ $

Loss allowance 5,36 1,79 4,88 $ 864 4,92 17,83

s 8 1 8 8

Uptol-30 31-90 days 91-180 days

Total
Not past due days past due past due past due Over 180 days

December 31, 2018
Expected loss rate 0.20%-4.16% 0.20%-30.93% 0.20%-49.87% 0.20%-100% 100%

$ $ $ $ $ $

Total book value 2,423,52 49,71 8,92 3,89 10,81 2,496,87
L 3 2 L 1 Q
$ $ $ $

Loss allowance 1,60 $ 823 $ 981 1,71 8,20 13,33
6 4 6 0
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viii. Movements in relation to the Group applying the simplified approach to provide loss
allowance for accounts and notes receivable (including related parties) are as follows:

Year ended December 31, 2019

Accounts Notes
receivable receivable
At January 1 $ 13,330 $ -
Expected credit loss 4,814 -
Effect of exchange rate changes ( 306) -
December 31 $ 17,838 $ -

Year ended December 31, 2018

Accounts Notes

receivable receivable
At January 1_IAS 39 $ 3,124 % -
Adjustments under new standards - -
AtJanuary 1_IFRS 9 3,124 -
Expected credit loss 10,338 -
Effect of exchange rate changes ( 132) -
December 31 $ 13,330 $ -

(c) Liquidity risk
i. Cash flow forecasting is performed in the operating entities of the Group and aggregated
by Group treasury. Group treasury monitors rolling forecasts of the Group’s liquidity
requirements to ensure it has sufficient cash to meet operational needs while maintaining
sufficient headroom on its undrawn committed borrowing facilities at all times. Such
forecasting takes into consideration the Group’s debt financing plans, covenant
compliance, compliance with internal balance sheet ratio targets.

ii. Surplus cash held by the operating entities over and above balance required for working
capital management are transferred to the Group treasury. Group treasury invests surplus
cash in interest bearing deposits, choosing instruments with appropriate maturities or
sufficient liquidity to provide sufficient head-room as determined by the
above-mentioned forecasts.

iii. The Group has the following undrawn borrowing facilities:
December 31, 2019 December 31, 2018

Floating/fixed rate:
Expiring within one year $ 1,816,559 $ 1,756,107

Note: The facilities expiring within one year are annual facilities subject to review at
various dates during 2020.
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The Group has no derivative financial liabilities and the table below analyses the
Company’s non-derivative financial liabilities based on the remaining period at the
balance sheet date to the contractual maturity date. Except for those maturing within a
year whose contractual undiscounted cash flows approximate to the amount presented in
the balance sheet, the remaining contractual undiscounted cash flows of non-derivative
financial liabilities are disclosed in the table below:

Between 1
December 31, 2019 Less than 1 year and 5 years Over 5years Total

Nonderivative financial
liabilities

Long-termborrowings
(including current
portion) $ 32,862 $ 257,740 $ - $ 290,602

Lease liability (including
current and non

-current) 5,989 12,239 500 18,728
Between 1
December 31, 2018 Less than 1 year and 5 years Over 5 years Total

Nonderivative financial
liabilities

Long-termborrowings
(including current
portion) $ 298206 $ -8 -3 298,206

(3) Fair value information

A. The different levels that the inputs to valuation techniques are used to measure fair value of
financial and non-financial instruments have been defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date. A market is regarded as active where a
market in which transactions for the asset or liability take place with sufficient
frequency and volume to provide pricing information on an ongoing basis.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly. The fair value of the Group’s investment
in financial products and derivative instruments is included in Level 2.

Level 3: Unobservable inputs for the asset or liability.
B. Fair value information of investment property at cost is provided in Note 6(9).
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C. Financial instruments not measured at fair value

The carrying amounts of the Group’s financial instruments not measured at fair value,
including cash and cash equivalents, financial assets at amortised cost-current, notes
receivable, net (including related parites), accounts receivable, net (including related
parties), other receivables (including related parties), other non-current assets-guarantee
deposits paid, short-term borrowings, short-term notes and bill payable, notes payable
(including related parties), accounts payable (including related parties), other payables
(including related parties), long-term borrowings (including current portion), lease
liability-current, lease liability-non-current and other non-current liabilities- guarantee
deposits received) are approximate to their fair values.

D. The related information of financial and non-financial instruments measured at fair value by
level on the basis of the nature, characteristics and risks of the assets and liabilities are as
follows:

(a) The related information of natures of the assets and liabilities is as follows:

December 31, 2019 Level 1 Level 2 Level 3 Total

Assets:

Recurring fair value measurements

Financial assets at fair value through

profit or loss

-Financial products $ - % 240,419 $ -$ 240,419
-Derivative instruments - 865 - 865
$ - $ 241,284 $ -3 241,284
December 31, 2018 Level 1 Level 2 Level 3 Total
Assets:

Recurring fair value measurements

Financial assets at fair value through

profit or loss

-Financial products $ - 3 90 ¢ - $ 90
-Derivative instruments - 2,512 - 2,512
$ - 3 2,602 $ -$ 2,602

(b) The methods and assumptions the Group used to measure fair value are as follows:

When assessing non-standard and low-complexity financial instruments, for example
financial products, the Group adopts valuation technique that is widely used by market
participants. The inputs used in the valuation method to measure these financial
instruments are normally observable in the market. Forward exchange contracts are
usually valued based on the current forward exchange rate.

204



For the years ended December 31, 2019 and 2018, there was no transfer between Level 1 and
Level 2.

For the years ended December 31, 2019 and 2018, there was no transfer into or out from Level
3.

13. SUPPLEMENTARY DISCLOSURES

(1) Significant transactions information

A
B.
C.

Loans to others: Please refer to table 1.
Provision of endorsements and guarantees to others: Please refer to table 2.

Holding of marketable securities at the end of the period (not including subsidiaries, associates
and joint ventures): Please refer to table 3.

. Acquisition or sale of the same security with the accumulated cost exceeding $300 million or

20% of the Company's paid-in capital: Please refer to table 4.

. Acquisition of real estate reaching NT$300 million or 20% of paid-in capital or more: None.

F. Disposal of real estate reaching NT$300 million or 20% of paid-in capital or more: None.

J.

. Purchases or sales of goods from or to related parties reaching $100 million or 20% of paid-in

capital or more: Please refer to table 5.

. Receivables from related parties reaching $100 million or 20% of paid-in capital or more:

Please refer to table 6.
Trading in derivative instruments undertaken during the reporting periods: Please refer to Notes
6(2) and 12(2), (3).

Significant inter-company transactions during the reporting periods: Please refer to table 7.

(2) Information on investees

Names, locations and other information of investee companies (not including investees in
Mainland China) : Please refer to table 8.

(3) Information on investments in Mainland China

A. Basic information: Please refer to table 9.

B.

Significant transactions, either directly or indirectly through a third area, with investee
companies in the Mainland Area: Please refer to table 10.
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14. SEGMENT INFORMATION
(1) General information

The Group is primarily engaged in manufacture and sales of computers, electronic and
communication connections and buttons. The chief operating decision-maker, who allocates
resources and assesses performance of the Group as a whole, has identified that the Group is a
single reportable operating segment.

(2) Measurement of segment information

The chief operating decision-maker evaluates each operating segment by their profit before tax.
This measurement basis includes operating revenue completion percentage, gross profit
completion percentage, operating income completion percentage, etc. The chief operating
decision-maker reviews the conditions of overspending or underspending monthly, so as to assess
the rationality of resources depletion.

(3) Information about segment profit or loss, assets and liabilities

The Group has only one reportable operating segment. The accounting policies and estimations of
reportable operating segments are consistent with those stated in Notes 4 and 5 of the consolidated
financial statements.

(4) Reconciliation for segment income (loss)

Sales between segments are carried out at arm’s length. The revenue from external customers
reported to the chief operating decision-maker is measured in a manner consistent with that in the
statement of comprehensive income.

(5) Information on products

Revenue from external customers is mainly from design, manufacture and sales of computers,
electronic and communication connections and buttons products. Details of revenue is as follows:

Years ended December 31,
F

F

2019 2018
Computer connectors (TYPE-C) $ 3,564,129 $ 1,022,884
Headset products 1,660,653 -
Acoustic products 1,094,689 -
Network data connectors (RJ) 1,109,620 1,412,646
Computer connectors (RF) 365,454 396,022
Others 3,465,530 2,301,870

$ 11,260,075 $ 5,133,422
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(6) Geographical information

Revenue from external customers and non-current assets were classified based on the customers’

and assets’ locations, respectively. Geographical information is as follows:

Years ended December 31,
r

2019 2018
Non-current Non-current
Revenue assets Revenue assets
Mainland China and Hong Kong $ 9312340 $ 1876244 $ 4153097 $ 1,077,650
Taiwan 700,995 1,136,111 676,367 1,013,886
Others 1,246,740 24,443 303,958 27,063

$ 11260075 $ 3,036,798 $ 5133422 $ 2,118,599

Note: Non-current assets is excluding financial instruments, deferred tax assets, post-employment
benefits assets and guarantee deposits paid.

(7) Major customer information

Details of the Group’s major customers with which the revenues from a single customer
accounting for more than 10% of the consolidated total net operating revenue are as follows:

Years ended December 31,
F F

2019 2018
Revenue Segment Revenue Segment

Individual operating Individual operating
C Company $ 1,980,277  segments $ 559,328  segments

Individual operating Individual operating
D Company 1447474 segments - segments

Individual operating Individual operating
E Company 1,312,941  segments 551,586  segments

Individual operating Individual operating
B Company 344,881  segments 588,696  segments

Individual operating Individual operating
A Company 277,796  segments 377970  segments

$ 5,363,369 $ 2,077,580
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5. THE PARENT COMPANY ONLY FINANCIAL STATEMENTS AND
REPORT OF INDEPENDENT ACCOUNTANTS

SPEED TECH CORP.

PARENT COMPANY ONLY FINANCIAL STATEMENTS AND
REPORT OF INDEPENDENT ACCOUNTANTS

DECEMBER 31, 2019 AND 2018

For the convenience of readers and for information purpose only, the auditors’ report and the accompanying
financial statements have been translated into English from the original Chinese version prepared and used in
the Republic of China. In the event of any discrepancy between the English version and the original Chinese
version or any differences in the interpretation of the two versions, the Chinese-language auditors’ report and

financial statements shall prevail.
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REPORT OF INDEPENDENT ACCOUNTANTS TRANSLATED FROM CHINESE

PWCR19000436
To the Board of Directors and Shareholders of Speed Tech Corp.

Opinion

We have audited the accompanying parent company only balance sheets of Speed Tech Corp. (the
“Company”) as at December 31, 2019 and 2018, and the related parent company only statements of
comprehensive income, of changes in equity and of cash flows for the years then ended, and notes to the
parent company only financial statements, including a summary of significant accounting policies.

In our opinion, based on our audits and the reports of other independent accountants (please refer to
‘Other matter’ section of our report), the accompanying parent company only financial statements
present fairly, in all material respects, the parent company only financial position of the Company as at
December 31, 2019 and 2018, and its parent company only financial performance and its parent
company only cash flows for the years then ended in accordance with the “Regulations Governing the
Preparation of Financial Reports by Securities Issuers”.

Basis for opinion

We conducted our audits in accordance with the “Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants” and generally accepted auditing standards in the
Republic of China (ROC GAAS). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Only financial statements section of our report. We are
independent of the Company in accordance with the Code of Professional Ethics for Certified Public
Accountants in the Republic of China (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. Based on our audits and the audit reports of other
independent accountants, we believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the parent company only financial statements of the current period. These matters were
addressed in the context of our audit of the parent company only financial statements as a whole and, in
forming our opinion thereon, we do not provide a separate opinion on these matters.

For accounting policies on investments accounted for using equity method, please refer to Note 4(12);
For details of investments accounted for using equity method, please refer to Note 6(4). The financial
condition and financial performance of the subsidiaries held by the Company, either directly or
indirectly, has significant influence over the parent company only financial statements of the Company.
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Thus, we consider the aforementioned balance of investments accounted for using equity method and
recognition of investment gain or loss including inventory valuation as key audit matters as follows:

Key audit matter —Impairment evaluation on property, plant and equipment

Description

Please refer to Note 4(13) for accounting policies on property, plant and equipment, Note 4(18) for
accounting policies on impairment of non-financial assets, Note 5(2) for the uncertainty of accounting
estimates and assumptions related to impairment of property, plant and equipment, and Note 6(5) for
details of property, plant and equipment.

The Company owns property, plant and equipment primarily for office, plant and machinery and
equipment for production. The operation of the Company may change with the changes in the economic
conditions and corporate strategies, which affects the impairment evaluation on property, plant and
equipment. The Company evaluates the recoverable amount of property, plant and equipment based on
the evaluation information prepared by the management and appraisal report prepared by the appointed
external appraiser. Considering the amounts of property, plant and equipment are significant and the
evaluation processes involve professional judgements. Thus, we consider the impairment evaluation on
property, plant and equipment as a key audit matter.
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How our audit addressed the matter

Our key audit procedures performed in respect of the above included the following:

1. Inspected the evaluation information prepared by the management and reconciled with relevant
information.

2. Inspected the relevant documentations regarding the professionalism, competence and objectivity of
the external appraiser.

3. Interviewed the external appraiser and management to understand the evaluation method and data
source used.

4. Inspected the appraisal report prepared by the external appraiser, sampled and tested the data used
with relevant information.

Key audit matter —Evaluation on inventories

Description
Please refer to Note 4(11), for accounting policies on inventory evaluation, Note 5(2) for the uncertainty
of accounting estimates and assumptions applied on inventory evaluation, and Note 6(3) for details of
inventories.

The Company and its subsidiaries’ revenue is primarily from processing and manufacturing as well as
selling of electronic connectors. The inventory value changes arising from technical transformations,
environmental changes and sales situations that affect the inventory valuation of investments accounted
for using equity method of the Company and its subsidiaries. The Company and its subsidiaries valuate
the inventory net realisable values based on judgements, identifying net realisable values for each
inventory, comparing the lower of costs and net realisable values and identifying the serviceability of
obsolete inventories individually, then decides the allowance for inventory valuation losses. The
inventory amounts are significant and the valuation processes involve judgements, thus, we consider the
inventory valuation as a key audit matter.

How our audit addressed the matter

We performed the following audit procedures in respect of the above key audit matter:

1. Obtained the policies of inventory evaluation and evaluate the reasonableness and consistency of
these policies.

2. Observed physical inventory count at the end of the period to identify whether there are obsolete,
damaged or unsalable inventories.

3. Obtained ageing statements of each kind of inventory and tested the changes in ages of inventory.
Selected samples with inventory number and verified with change records, checked the accuracy of
classification range of inventory ages and assessed the effect on inventory value.

4. Obtained net realisable value statement of each kind of inventory and checked whether the applied
calculation logic agreed to all inventory. Sampled and tested relevant data with the relevant
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documentations. In addition, recalculated the allowance for inventory valuation losses that the
Company should provision by comparing the lower of costs and net realisable values individually.

Other matter — Scope of the audit

We did not audit the financial statements of certain subsidiaries (shown as investment accounted for
using equity method) and investees accounted for using equity method that are included in the only
financial statements. Those financial statements were audited by other independent accountants whose
reports thereon have been furnished to us, and our opinion expressed herein is based solely on the audit
reports of the other independent accountants. On December 31, 2019 and 2018, the Company
recognised the investments accounted for using equity method for aforementioned investees amounting
to NT$126,267 thousand and NT$2,206 thousand, respectively, constituting 2.65% and 0.06% of the
total parent company only assets, respectively; and recognised comprehensive income for
aforementioned investees amounting to NT$471 thousand and NT$2,206 thousand, constituting 0.13%
and 1.42% of the parent company only comprehensive income for the years then ended, respectively.

Responsibilities of management and those charged with governance for the only
financial statements

Management is responsible for the preparation and fair presentation of the parent company only
financial statements in accordance with the “Regulations Governing the Preparation of Financial
Reports by Securities Issuers”, and for such internal control as management determines is necessary to
enable the preparation of parent company only financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the parent company only financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance, including the supervisors, are responsible for overseeing the

Company’s financial reporting process.

Auditor’s responsibilities for the audit of the parent company only financial statements

Our objectives are to obtain reasonable assurance about whether the parent company only financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ROC GAAS will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these parent company only financial statements.
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As part of an audit in accordance with ROC GAAS, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the parent company only financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

1. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

2. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

3. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the parent company only financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

4. Evaluate the overall presentation, structure and content of the parent company only financial
statements, including the disclosures, and whether the parent company only financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

5. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the parent company only financial
statements. We are responsible for the direction, supervision and performance of the audit. We
remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the parent company only financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor’s report unless
law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Yeh, Tsui-Miao Huang, Shih-Chun

For and on behalf of PricewaterhouseCoopers, Taiwan
March 20, 2020

The accompanying parent company only 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 parent company only 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 parent company only 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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SPEED TECH

CORP.

PARENT COMPANY ONLY BALANCE SHEETS

DECEMBER 31, 2019 AND 2018

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

Assets

Cash and cash equivalents

Financial assets measured by amortized cost-current

Accounts receivable, net

Accounts receivable - related parties, net

Other receivables

Other receivables - related parties

Current income tax assets

Inventories

Prepayments

Other current assets

Total current assets

Non-current assets

Investments accounted for using equity method

Property, plant and equipment

Right-of-use asset

Investment property - net

Intangible assets

Deferred income tax assets

Other non-current assets

Total non-current assets

Total assets

December 31, 2019

December 31, 2018

Notes Amount
6(1) $ 497,064
8 3,000
6(2) 678,212
6(2) and 7(3) 303,947
9,210
703) 12,167
6(26) -
6(3) 124,220
2,507
1374
1,631,701
6(4) and 7(3) 2,096,375
6(5), 7(3) and 8 770,933
6(6) 14,697
6(8) and 8 100,937
1,470
6(26) 96,083
6(9)(14) 58,064
3,138,559
$ 4,770,260

(Continued)
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Amount

$ 174,712
3,000
593,825
97,156
6,872
28,379
103

105,561

1,018,091

1,631,358
778,001
176,741

1,532
99,602
78,461

2,765,695

$ 3,783,786
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SPEED TECH CORP.
PARENT COMPANY ONLY BALANCE SHEETS
DECEMBER 31, 2019 AND 2018
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

December 31, 2019

December 31, 2018

Liabilities and Equity Notes Amount % Amount %
Current liabilities
Short-term loans 6(10) $ 1,000,838 21 $ 713,787 19
Short-term tickets payable 99,867 2 - -
Contract liabilities-current 6(20) 57 - 314 -
Notes payable - - 362 -
Accounts payable 233,149 5 99,136 3
Accounts payable - related parties 7(3) 394,562 8 392,647 10
Other payables 6(11) 122,532 3 120,016 3
Other payables-related parties 7(3) 31,639 1 - -
Current income tax liabilities 6(26) 1,969 - 5,204 -
Lease liabilities-current 2,778 - - -
Other current liabilities 6(12) and 7(3) 34846 1 302,233 8
Total current liabilities 1,922,237 41 1,633,699 43
Non-current liabilities
Long-term loans 6(13) 250,000 5 - -
Deferred income tax liabilities 6(26) 181,088 4 151,130 4
Lease liabilities-non-current 12,027 - - -
Other non-current liabilities - - 300 -
Total non-current liabilities 443115 _ 9 151,430 _ 4
Total Liabilities 2,365,352 50 1,785,129 47
Equity
Share capital 6(16)
Common shares 1,696,450 35 1,678,000 44
Capital surplus 6(17)
Capital surplus 206,483 4 76,815 2
Retained earnings 6(18)
Legal reserve 48,402 1 31,552 1
Special reserve 93,208 2 79,645 2
Unappropriated retained earnings 560,171 12 222,853 6
Other equity interest
Other equity interest 6(19) (199.806) (4) (93208 (2)
Total equity interest 2,404,908 50 1,995,657 53
Significant contingent liabilities and unrecognised
contract commitments 9
Significant events after the balance sheet date 11
Total liabilities and equity $4,770,260 _ 100 $3,780,786 _ 100

The accompanying notes are an integral part of these parent company only financial statements.
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SPEED TECH CORP.

PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME

YEARS ENDED DECEMBER 31, 2019 AND 2018

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS, EXCEPT EARNINGS PER SHARE AMOUNT)

Items
Operating revenue
Operating costs
Gross profit
Net gross profit
Operating expenses
Selling expenses
General and administrative expenses
Research and development expenses
Expected credit impairment loss
Total operating expenses
Operating loss
Non-operating income and expenses
Other income
Other gains and losses
Finance costs

Share of profit of subsidiaries, associates and joint ventures accounted for

using equity method
Total non-operating income and expenses
Profit before income tax
Income tax expense
Profit for the year
Other comprehensive income (loss), net

Components of other comprehensive income (loss) that will not be

reclassified to profit or loss
Gains (losses) on remeasurements of defined benefit plans

Share of other comprehensive income of subsidiaries, associates and joint
ventures accounted for using equity method, components of other
comprehensive income that will not be reclassified to profit or loss

Income tax related to components of other comprehensive (loss) income

that will not be reclassified to profit or loss

Components of other comprehensive income that will not be

reclassified to profit or loss

Components of other comprehensive income that may be reclassified

to profit or loss

Exchange differences on translation of foreign financial statements
Share of other comprehensive income (loss) of subsidiaries, associates and
joint ventures accounted for using equity method, components of other

comprehensive income that may be reclassified to profit or loss

Income tax relating to components of other comprehensive income (loss)

that may be reclassified to profit or loss

Components of other comprehensive (loss) income that may be

reclassified to profit or loss
Other comprehensive (loss) income, net
Total comprehensive income for the year

Basic earnings per share

Total basic earnings per share
Diluted earnings per share

Total diluted earnings per share

For the years ended December 31,

2019 2018

Notes Amount % Amount %
6(20) and 7(3) $2,419,748 100 $1,817,877 100
6(3)(24) and 7(3) (2,172,308) (90) (1,698,716) (93)
247,440 10 119,161 _ 7
247,440 10 119,161 _ 7

6(23)(24) and 7(3)
(72,237)  (3) (60,584) (3)
(55,127) (2 (45,683) (3)
(93572) (4 (87,799) (5)
12(2) - - 1,676) _ -
(220,936) 9) (195742) (11
26504 1  (76581) (4)
6(21) and 7(3) 35,107 2 36,407 2
6(22) and 7(3) (38,789) (2 5,510 1
6(23) (22,187) (1) (19,912) (1)
6(4) 403,091 17 276,252 15
377,222 16 298,257 17
403,726 17 221,676 13
6(26) (36,976) (2) (53180 (3
366,750 1 168,496 10
6(14) 1,325 - (176) -
(79 - 421 -
6(26) 265 - (38) _ -
981 _ - 207 __-
6(19) (2,679) (25,022) (1)
(19,665) - 3,879 -
6(26) 535 - 7580 _ -
(11,809) - (13563) (1)
(10,828) - (13356) (1)
355,922 15 155,140 _ 9
6(27) 2.19 1.00
6(27) 2.12 1.00

The accompanying notes are an integral part of these parent company only financial statements.

~217~




SPEED TECH CORP.
PARENT COMPANY ONLY STATEMENTS OF CHANGES IN EQUITY
YEARS ENDED DECEMBER 31, 2019 AND 2018
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

Capital surplus Retained earnings Other equity
Difference
between
the price for Exchange
acquisition
or differences on
disposal of translation of
subsidiaries Unappropri
and ated foreign financial ~ Unearned
Common Share carrying Legal Special retained
Notes shares premium amount Others reserve reserve earnings statements ~ compensation _Total equity
Year 2018
Balance at January 1, 2018 $1,678,000 $27280 $46,184 $- $25887 $81,960 $69,473 ($ 79,645) _$-  $1.849,139
Net income for 2018 - - - - - - 168,496 - - 168,496
Other comprehensive income (loss) for 2018 6(19) - - - - - - 207 (13,563) - (13,356)
Total comprehensive income (loss) for 2018 - - - - - - 168,703 (13,563) - 155,140
Appropriation and distribution of 2017 retained earnings 6(18)
Legal reserve appropriated - - - - 5,665 - (5,665) - - -
Reversal of special reserve - - - - - (2,315) 2,315 - - -
Changes in ownership interests in associates - - - - - - (11,973) - - (11,973)
Compensation cost of employee stock options 6(15) - - - 3,351 - - - - - 3,351
Balance at December 31, 2018 $1,678,000 _$27280 _$46,184 3,351 $315552 _$79,645 _$222.853 ($93,208) _$- _$1,995,657
Year 2019
Balance at January 1, 2019 $1,678,000 _$27,280 _$46,184 $3351 $31552 _$79,645 _$2223853 ($93,208) _$- _$1,995,657
Net income for 2019 - - - - - - 366,750 - - 366,750
Other comprehensive income (loss) for 2019 6(19) - - - - - - 981 (11,809) - (10,828)
Total comprehensive income (loss) for 2019 - - - - - - 367,731 (11,809) - 355,922
Appropriation and distribution of 2018 retained earnings 6(18)
Legal reserve appropriated - - - - 16,850 - (16,850) - - -
Special reserve appropriated - - - - - 13,563  (13,563) - - -
Issuance of employee restricted stocks 6(16) 18,450 - - 110,972 - - - - (110,972) 18,450
Compensation cost of employee restricted stocks 6(15) - - - - - - - - 16,183 16,183
Compensation cost of employee stock options 6(15) - - - 18,696 - - - - - 18,696
Balance at December 31, 2019 $1,696450 _$27,280 _$46,184 _$133,019 $48402 _$93,208 _$560,171 ($105,017) ($94,789) _$2,404,908

The accompanying notes are an integral part of these parent company only financial statements.
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SPEED TECH CORP.
PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2019 AND 2018
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

For the years ended
December 31

Notes 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax $403,726  $221,676
Adjustments
Adjustments to reconcile profit (loss)
Expected credit loss - 1,676
Depreciation on property, plant and equipment 6(24) 105,564 116,934
Depreciation on investment property 6(22) 1,184 1,862
Depreciation charges on right-of-use assets 6(24) 2,845 -
Amortisation on intangible assets 6(24) 1,118 1,762
Interest expense 6(23) 22,187 19,912
Interest income 6(21) (11,300) -
Share-based payments 6(15) 16,183 (476)
Loss (gain) on disposal of property, plant and equipment 6(22) 780 (5,111)
Property, plant and equipment transferred to costs and expenses 29,060 5,969
Share of profit of subsidiaries, associates and joint ventures accounted for using equity method 6(4) (1403,091) (276,252)
Impairment loss on property, plant and equipment 6(22) 20,080 -
Gain on disposal of assets from affiliated company - (11,903)
Changes in operating assets and liabilities
Changes in operating assets

Notes receivable due from related parties, net - 410
Accounts receivable, net (84,387) (116,885)
Accounts receivable due from related parties, net (206,791) 17,023
Other receivables (2,338) 23,603
Other receivables due from related parties 16,212 (113,067)
Inventories (118,659) 23,394
Prepayments 223 (688)
Other current assets 1,379 (284)
Other non-current assets 2,689 2,666

Changes in operating liabilities
Current contract liabilities (257) (126)
Notes payable (362) 7
Accounts payable 134,013 (51,429)
Accounts payable to related parties 1,915 101,244
Other payables 11,294 (4,356)
Other payables to related parties 28 -
Other current liabilities (2,387) 3,670
Cash inflow generated from operations 50,908 71,231
Income taxes paid (6,361) (1,153)
Interest received 1,300 476
Net cash provided by operating activities 45,847 70,554

(Continued)
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SPEED TECH CORP.
PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2019 AND 2018
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

For the years ended December 31,

_Notes _2019 _2018

CASH FLOWS FROM INVESTING ACTIVITIES
Dividends received from investments accounted for using equity method 7(3) $ 114,652 $ 22,197
Acquisition of property, plant and equipment 6(29) (70,438) (76,175)
Proceed from disposal of property, plant and equipment 11,287 44,120
Increase in prepayments for business facilities (5,024) (16,213)
Acquisition of intangible assets (422) (351)
Acquisition of investments accounted for under equity method (237,655) -
Proceeds from capital reduction of subsidiaries 67,350 -
Net cash used in investing activities (120,250) (26,422)

CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term notes and bills payable 6(30) 240,000 -
Decerease in short-term notes and bills payable 6(30) (1140,133) -
Proceeds from short-term loans 6(30) 5,559,334 5,090,231
Repayments of short-term loan 6(30) (5,272,283) (5,162,684)
Proceds of long-term loans 6(30) 280,000 -
Repayments of long-term loans 6(30) (295,000) (/30,000)
Decrease in guarantee deposits received (/300) (1924)
Increase in other payables to related parties 6(30) 31,611 -
Payments of lease liabilities 6(30) (2,737) -
Interest paid (22,187) (19,856)
Cash received from issuance of employee restricted stocks 6(16) 18,450 _ -
Net cash provided by (used in) financing activities 396,755 (123,233)
Net increase (decrease) in cash and cash equivalents 322,352 (79,101)
Cash and cash equivalents at beginning of the year 6(1) 174,712 253,813
Cash and cash equivalents at end of the year 6(1) $ 497,064 $174,712

The accompanying notes are an integral part of these parent company only financial statements.
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SPEED TECH CORP.
NOTES TO THE PARENT COMPANY ONLY FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2019 AND 2018

(Expressed in thousands of New Taiwan dollars, except as otherwise indicated)

1.HISTORY AND ORGANISATION

(1) Speed Tech Corp. (the “Company”) was incorporated in October 1990 as a company limited by
shares under the provisions of the Company Act of the Republic of China (R.O.C.). The Company is
primarily engaged in processing, manufacturing and sales of electronic connectors in relation to
various computer, electronic and communication products.

(2) The shares of the Company were listed on the Taipei Exchange on September 2000.

(3) The Company, with February 1, 2003 and December 15, 2003 respectively as the acquisition date,
absorbed Haur Sheng Precision Ind. Co., Ltd. and Toyoshima Corporation with the Company being
the surviving company. After the merger, the Company extended its business scopes to design,
processing, manufacturing and sales of mechanical equipment, as well as design, manufacturing,
and sales of key components, raw materials and molds of control buttons in relation to various
electronic components, various computers, and communication and consumer electronics from
original electronic connectors Toyoshima.

2.THE DATE OF AUTHORISATION FOR ISSUANCE OF THE PARENT COMPANY ONLY
FINANCIAL STATEMENTS AND PROCEDURES FOR AUTHORISATION

These only financial statements were authorised for issuance by the Board of Directors on March 20,
2020.

3.APPLICATION OF NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS

(1) Effect of the adoption of new issuances of or amendments to International Financial Reporting

Standards (“IFRS”) as endorsed by the Financial Supervisory Commission (“FSC”)

New standards, interpretations and amendments endorsed by the FSC effective from 2019 are as

follows:
Effective date by
International Accounting
New Standards, Interpretations and Standards
Amendments Board
Amendments to IFRS 9, ‘Prepayment features with negative January 1, 2019
compensation’
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Effective date by

International Accounting

New Standards, Interpretations and Standards
Amendments Board
IFRS 16, ‘Leases’ January 1, 2019
Amendments to IAS 19, ‘Plan amendment, curtailment or settlement’ January 1, 2019
Amendments to IAS 28, ‘Long-term interests in associates and joint January 1, 2019

ventures’

[FRIC 23, ‘Uncertainty over income tax treatments’ January 1, 2019
Annual improvements to IFRSs 2015-2017 cycle January 1, 2019

Except for the following, the above standards and interpretations have no significant impact to the
Company’s parent company only financial condition and financial performance based on the
Company’s assessment. The quantitative impact will be disclosed when the assessment is complete.
IFRS 16, ‘Leases’

A.TFRS 16, ‘Leases’, replaces IAS 17, ‘Leases’ and related interpretations and SICs. The standard

requires lessees to recognise a ‘right-of-use asset’ and a lease liability (except for those leases

with terms of 12 months or less and leases of low-value assets). The accounting stays the same
for lessors, which is to classify their leases as either finance leases or operating leases and
account for those two types of leases differently. IFRS 16 only requires enhanced disclosures to

be provided by lessors.
B. The Company has elected to apply IFRS 16 by not restating the comparative information

(referred herein as the ‘modified retrospective approach’) when applying “IFRSs” effective in
2019 as endorsed by the FSC. Accordingly, the Company increased ‘right-of-use asset’ by
$17,542 and increased ‘lease liability’ by $17,542 with respect to the lease contracts of lessees on
January 1, 2019.

C. The Company has used the following practical expedients permitted by the standard at the date of
initial application of IFRS 16:

(a) Reassessment as to whether a contract is, or contains, a lease is not required, instead, the
application of IFRS 16 depends on whether or not the contracts were previously identified as
leases applying IAS 17 and IFRIC 4.

(b) The accounting for operating leases whose period will end before December 31, 2019 as
short-term leases and accordingly, rent expense of $361 was recognised for the year ended
December 31,2019.

(c) The exclusion of initial direct costs for the measurement of ‘right-of-use asset’.

(d) The use of hindsight in determining the lease term where the contract contains options to
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extend or terminate the lease.

D. The Company calculated the present value of lease liabilities by using the weighted average
incremental borrowing interest rate range of 1.50%.

E. The Company recognised lease liabilities which had previously been classified as ‘operating
leases’ under the principles of IAS 17, ‘Leases’. The reconciliation between operating lease
commitments under IAS 17 measured at the present value of the remaining lease payments,
discounted using the lessee’s incremental borrowing rate and lease liabilities recognised as of

January 1, 2019 is as follows:

Amount

Operating lease commitments disclosed by applying IAS 17 as at

December 31, 2018 $ 18,861
Less: Short-term leases ( 361)
Total lease contracts amount recognised as lease liabilities by applying

IFRS 16 on January 1, 2019 $ 18,500
Incremental borrowing interest rate at the date of initial application ! 1.50%
Lease liabilities recognised as at January 1, 2019 by applying IFRS 16 $ 17,542

(2) Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not yet adopted by

the Company
New standards, interpretations and amendments endorsed by the FSC effective from 2020 are as

follows:
Effective date by
International Accounting
New Standards, Interpretations and Standards
Amendments Board

Amendments to IAS 1 and IAS 8, ‘Disclosure Initiative-Definition of

i January 1, 2020
Material’

Amendments to IFRS 3, ‘Definition of a business’ January 1, 2020
Amendments to IFRS 9, IAS 39 and IFRS 7, ‘Interest rate benchmark

, January 1, 2020
reform

The above standards and interpretations have no significant impact to the Company’s parent
company only financial condition and parent company only financial performance based on the

Company’s assessment.
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(3) IFRSs issued by IASB but not yet endorsed by the FSC

New standards, interpretations and amendments issued by IASB but not yet included in the IFRSs as

endorsed by the FSC are as follows:

Effective date by

International Accounting

New Standards, Interpretations and Standards
Amendments Board
Amendments to IFRS 10 and IAS 28, ‘Sale or contribution of assets To be determined by
between an investor and its associate or joint venture’ International Accounting

Standards Board
IFRS 17, ‘Insurance contracts’ January 1, 2021

Amendments to IAS 1, ‘Classification of liabilities as current or
January 1, 2022
non-current’

The above standards and interpretations have no significant impact to the Company’s parent
company only financial condition and parent company only financial performance based on the

Company’s assessment.

4.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these parent company only financial
statements are set out below. These policies have been consistently applied to all the periods presented,

unless otherwise stated.

(1) Compliance statement

The parent company only financial statements of the Company have been prepared in accordance

with the “Regulations Governing the Preparation of Financial Reports by Securities Issuers”.

(2) Basis of preparation

A. Except for defined benefit liabilities recognised based on the net amount of pension fund assets
less present value of defined benefit obligation, the parent company only financial statements
have been prepared under the historical cost convention.

B. The preparation of financial statements in conformity with IFRSs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process
of applying the Company’s accounting policies. The areas involving a higher degree of judgment
or complexity, or areas where assumptions and estimates are significant to the only financial

statements are disclosed in Note 5.
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(3) Foreign currency translation

Items included in the financial statements of each of the Company’s entities are measured using the
currency of the primary economic environment in which the entity operates (the “functional
currency”). The parent company only financial statements are presented in New Taiwan dollars,
which is the Company’s functional currency.

A. Foreign currency transactions and balances

(a)Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions or valuation where items are remeasured.
Foreign exchange gains and losses resulting from the settlement of such transactions are
recognised in profit or loss in the period in which they arise.

(b)Monetary assets and liabilities denominated in foreign currencies at the period end are
re-translated at the exchange rates prevailing at the balance sheet date. Exchange differences
arising upon re-translation at the balance sheet date are recognised in profit or loss.

(c)Non-monetary assets and liabilities denominated in foreign currencies held at fair value
through profit or loss are re-translated at the exchange rates prevailing at the balance sheet date;
their translation differences are recognised in profit or loss. Non-monetary assets and liabilities
denominated in foreign currencies held at fair value through other comprehensive income are
re-translated at the exchange rates prevailing at the balance sheet date; their translation
differences are recognised in other comprehensive income. However, non-monetary assets and
liabilities denominated in foreign currencies that are not measured at fair value are translated
using the historical exchange rates at the dates of the initial transactions.

(d)All foreign exchange gains and losses are presented in the parent company only comprehensive

statement of comprehensive income within ‘other gains and losses’.
B. Translation of foreign operations

The operating results and financial position of all the Company entities and associates that have a
functional currency different from the presentation currency are translated into the presentation

currency as follows:

(a) Assets and liabilities for each balance sheet presented are translated at the closing exchange
rate at the date of that balance sheet;

(b)Income and expenses for each statement of comprehensive income are translated at average

exchange rates of that period; and

(c) All resulting exchange differences are recognised in other comprehensive income.

(4) Classification of current and non-current items

A. Assets that meet one of the following criteria are classified as current assets; otherwise they are

classified as non-current assets:
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(a) Assets arising from operating activities that are expected to be realised, or are intended to be

sold or consumed within the normal operating cycle;
(b)Liabilities arising mainly from trading activities;
(c) Assets that are expected to be realised within twelve months from the balance sheet date;

(d)Cash and cash equivalents, excluding restricted cash and cash equivalents and those that are to

be exchanged or used to settle liabilities more than twelve months after the balance sheet date.

B. Liabilities that meet one of the following criteria are classified as current liabilities; otherwise

they are classified as non-current liabilities:

(a)Liabilities that are expected to be settled within the normal operating cycle;
(b)Liabilities arising mainly from trading activities;

(c)Liabilities that are to be settled within twelve months from the balance sheet date;

(d)Liabilities for which the repayment date cannot be extended unconditionally to more than
twelve months after the balance sheet date. Terms of a liability that could, at the option of the
counterparty, result in its settlement by the issue of equity instruments do not affect its
classification.

(5) Cash equivalents

Cash equivalents refer to short-term, highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value. Time deposits
that meet the definition above and are held for the purpose of meeting short-term cash commitments

in operations are classified as cash equivalents.

(6) Financial assets at amortised cost

A. Financial assets at amortised cost are those that meet all of the following criteria:

(a) The objective of the Company’s business model is achieved by collecting contractual cash
flows.

(b)The assets’ contractual cash flows represent solely payments of principal and interest.

B. On a regular way purchase or sale basis, financial assets at amortised cost are recognised and
derecognised using trade date accounting.

C. At initial recognition, the Company measures the financial assets at fair value plus transaction
costs. Interest income from these financial assets is included in finance income using the effective
interest method. A gain or loss is recognised in profit or loss when the asset is derecognised or

impaired.
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D. The Company’s time deposits which do not fall under cash equivalents are those with a short
maturity period and are measured at initial investment amount as the effect of discounting is

immaterial.

(7) Accounts and notes receivable

A. Accounts and notes receivable entitle the Company a legal right to receive consideration in

exchange for transferred goods or rendered services.

B. The short-term accounts and notes receivable without bearing interest are subsequently measured

at initial invoice amount as the effect of discounting is immaterial.

(8) Impairment of financial assets

For financial assets at amortised cost, at each reporting date, the Company recognises the
impairment provision for 12 months expected credit losses if there has not been a significant
increase in credit risk since initial recognition or recognises the impairment provision for the
lifetime expected credit losses (ECLs) if such credit risk has increased since initial recognition after
taking into consideration all reasonable and verifiable information that includes forecasts. On the
other hand, for accounts receivable or contract assets that do not contain a significant financing

component, the Company recognises the impairment provision for lifetime ECLs.

(9) Derecognition of financial assets

The Company derecognises a financial asset when the contractual rights to receive the cash flows

from the financial asset expire.

(10) Leasing arrangements (lessor)-operating leases

Lease income from an operating lease (net of any incentives given to the lessee) is recognised in

profit or loss on a straight-line basis over the lease term.

(11) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted-average method. The cost of finished goods and work in progress comprises raw
materials, direct labour, other direct costs and related production overheads. It excludes borrowing
costs. The item by item approach is used in applying the lower of cost and net realisable value. Net
realisable value is the estimated selling price in the ordinary course of business, less the estimated

cost of completion and applicable variable selling expenses.
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(12) Investments accounted for using equity method/ subsidiaries and associates

A. Subsidiaries are all entities (including structured entities) controlled by the Company. The
Company controls an entity when the Company is exposed, or has rights, to variable returns
from its involvement with the entity and has the ability to affect those returns through its power
over the entity.

B. Inter-company transactions, balances and unrealised gains or losses on transactions between
companies within the Company are eliminated. Accounting policies of subsidiaries have been
adjusted where necessary to ensure consistency with the policies adopted by the Company.

C. The Company’s share of its subsidiaries’ post-acquisition profits or losses is recognised in profit
or loss, and its share of post-acquisition movements in other comprehensive income is
recognised in other comprehensive income. When the Company’s share of losses in a subsidiary
equals or exceeds its interest in the subsidiary, the Company recognises loss continuously in

proportion to its ownership.

D. Changes in a parent’s ownership interest in a subsidiary that do not result in the parent losing
control of the subsidiary (transactions with non-controlling interests) are accounted for as equity
transactions, 1.e. transactions with owners in their capacity as owners. Any difference between
the amount by which the non-controlling interests are adjusted and the fair value of the

consideration paid or received is recognised directly as equity.

E. Associates are all entities over which the company has significant influence but not control. In
general, it is presumed that the investor has significant influence, if an investor holds, directly or
indirectly 20 percent or more of the voting power of the investee. Investments in associates are

accounted for using the equity method and are initially recognised at cost.

F. The Company’s share of its associates’ post-acquisition profits or losses is recognised in profit
or loss, and its share of post-acquisition movements in other comprehensive income is
recognised in other comprehensive income. When the Company’s share of losses in an associate
equals or exceeds its interest in the associate, including any other unsecured receivables, the
company does not recognise further losses, unless it has incurred legal or constructive

obligations or made payments on behalf of the associate.

G. When changes in an associate’s equity do not arise from profit or loss or other comprehensive
income of the associate and such changes do not affect the Company’s ownership percentage of
the associate, the Company recognises the Company’s share of change in equity of the associate
in ‘capital surplus’ in proportion to its ownership.

H. Unrealised gains on transactions between the Company and its associates are eliminated to the
extent of the Company’s interest in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset transferred. Accounting policies
of associates have been adjusted where necessary to ensure consistency with the policies adopted

by the Company.
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In the case that an associate issues new shares and the Company does not subscribe or acquire new
shares proportionately, which results in a change in the Company’s ownership percentage of the
associate but maintains significant influence on the associate, then ‘capital surplus’ and
‘investments accounted for under the equity method’ shall be adjusted for the increase or
decrease of its share of equity interest. If the above condition causes a decrease in the
Company’s ownership percentage of the associate, in addition to the above adjustment, the
amounts previously recognised in other comprehensive income in relation to the associate are
reclassified to profit or loss proportionately on the same basis as would be required if the
relevant assets or liabilities were disposed of. If it retains significant influence over this
associate, the amounts previously recognised in other comprehensive income in relation to the
associate are reclassified to profit or loss proportionately in accordance with the aforementioned
approach.

Pursuant to the “Regulations Governing the Preparation of Financial Reports by Securities
Issuers,” profit (loss) of the current period and other comprehensive income in the non-parent
company only financial statements shall equal to the amount attributable to owners of the parent
in the consolidated financial statements. Owners’ equity in the non-parent company only
financial statements shall equal to equity attributable to owners of the parent in the consolidated
financial statements.

(13) Property, plant and equipment

A. Property, plant and equipment are initially recorded at cost. Borrowing costs incurred during the

B.

construction period are capitalised.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Company and the cost of the item can be measured reliably. The carrying amount of
the replaced part is derecognised. All other repairs and maintenance are charged to profit or loss

during the financial period in which they are incurred.

.Land is not depreciated. Other property, plant and equipment apply cost model and are

depreciated using the straight-line method to allocate their cost over their estimated useful lives.
The components of property, plant and equipment, if significant, would be depreciated

separately.

. The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if

appropriate, at each financial year-end day. If expectations for the assets’ residual values and
useful lives differ from previous estimates or the patterns of consumption of the assets’ future
economic benefits embodied in the assets have changed significantly, any change is accounted
for as a change in estimate under IAS 8, ‘Accounting Policies, Changes in Accounting Estimates
and Errors’, from the date of the change. The estimated useful lives of property, plant and
equipment are as follows:
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Buildings and structures 3~51 years
Machinery and equipment 5~11 years

Office equipment and others 2~10 years

(14) Leasing arrangements (lessee) —right-of-use assets/ lease liabilities

Effective 2019

A. Leases are recognised as a right-of-use asset and a corresponding lease liability at the date at

which the leased asset is available for use by the Company. For short-term leases or leases of
low-value assets, lease payments are recognised as an expense on a straight-line basis over the
lease term.

B. Lease liabilities include the net present value of the remaining lease payments at the

commencement date, discounted using the incremental borrowing interest rate. Lease payments
are comprised of the fixed payments, less any lease incentives receivable.
The Company subsequently measures the lease liability at amortised cost using the interest
method and recognises interest expense over the lease term. The lease liability is remeasured and
the amount of remeasurement is recognised as an adjustment to the right-of-use asset when there
are changes in the lease term or lease payments and such changes do not arise from contract
modifications.

C. At the commencement date, the right-of-use asset is stated at cost comprising the following:

(a) The amount of the initial measurement of lease liability; and

(b) Any lease payments made at or before the commencement date.

The right-of-use asset is measured subsequently using the cost model and is depreciated from the
commencement date to the earlier of the end of the asset’s useful life or the end of the lease
term. When the lease liability is remeasured, the amount of remeasurement is recognised as an

adjustment to the right-of-use asset.

(15) Operating leases (lessee)
Effective 2018

Payments made under an operating lease (net of any incentives received from the lessor) are

recognised in profit or loss on a straight-line basis over the lease term.

(16) Investment property

An investment property is stated initially at its cost and measured subsequently using the cost
model. Except for land, investment property is depreciated on a straight-line basis over its

estimated useful life of 3 to 51 years.
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(17) Intangible assets

Intangible assets mainly are computer software and patent expenditures, which are stated at cost

and amortised on a straight-line basis over its estimated useful life of 2 to 6 years.

(18) Impairment of non-financial assets

A. The Company assesses at each balance sheet date the recoverable amounts of those assets where
there is an indication that they are impaired. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell or value in use. When the circumstances or
reasons for recognising impairment loss for an asset in prior years no longer exist or diminish,
the impairment loss is reversed. The increased carrying amount due to reversal should not be
more than what the depreciated or amortised historical cost would have been if the impairment
had not been recognised.

B. The recoverable amounts of goodwill are evaluated periodically. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount.
Impairment loss of goodwill previously recognised in profit or loss shall not be reversed in the

following years.

C. For the purpose of impairment testing, goodwill acquired in a business combination is allocated
to each of the cash-generating units, or groups of cash-generating units, that is/are expected to
benefit from the synergies of the business combination. Each unit or group of units to which the
goodwill is allocated represents the lowest level within the entity at which the goodwill is
monitored for internal management purposes. Goodwill is monitored at the operating segment

level.

(19) Borrowings
Borrowings comprise long-term and short-term bank borrowings. Borrowings are recognised
initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the borrowings using the effective interest
method.

(20) Notes and accounts payable

A. Accounts payable are liabilities for purchases of raw materials, goods or services and notes

payable are those resulting from operating and non-operating activities.

B. The short-term accounts and notes receivable without bearing interest are subsequently

measured at initial invoice amount as the effect of discounting is immaterial.
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(21) Derecognition of financial liabilities

A financial liability is derecognised when the obligation specified in the contract is either

discharged or cancelled or expires.

(22) Employee benefits

A. Short-term employee benefits
Short-term employee benefits are measured at the undiscounted amount of the benefits expected
to be paid in respect of service rendered by employees in a period and should be recognised as
expense in that period when the employees render service.
B. Pensions
(a) Defined contribution plans
For defined contribution plans, the contributions are recognised as pension expenses when
they are due on an accrual basis. Prepaid contributions are recognised as an asset to the

extent of a cash refund or a reduction in the future payments.
(b) Defined benefit plans

1. Net obligation under a defined benefit plan is defined as the present value of an amount of
pension benefits that employees will receive on retirement for their services with the
Company in current period or prior periods. The liability recognised in the balance sheet in
respect of defined benefit pension plans is the present value of the defined benefit
obligation at the balance sheet date less the fair value of plan assets. The net defined
benefit obligation is calculated annually by independent actuaries using the projected unit
credit method. The rate used to discount is determined by using interest rates of
government bonds (at the balance sheet date).

ii. Remeasurements arising on defined benefit plans are recognised in other comprehensive

income in the period in which they arise and are recorded as retained earnings.

ii1. Past service costs are recognised immediately in profit or loss.

C. Employees’ compensation and directors’ and supervisors’ remuneration
Employees’ compensation and directors’ and supervisors’ remuneration are recognised as
expense and liability, provided that such recognition is required under legal or constructive
obligation and those amounts can be reliably estimated. Any difference between the resolved
amounts and the subsequently actual distributed amounts is accounted for as changes in
estimates. If employee compensation is paid by shares, the Company calculates the number of

shares based on the closing price at the previous day of the board meeting resolution.
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(23) Employee share-based payment

A.For the equity-settled share-based payment arrangements, the employee services received are
measured at the fair value of the equity instruments granted at the grant date, and are recognised
as compensation cost over the vesting period, with a corresponding adjustment to equity. The
fair value of the equity instruments granted shall reflect the impact of market vesting conditions
and non-vesting conditions. Compensation cost is subject to adjustment based on the service
conditions that are expected to be satisfied and the estimates of the number of equity instruments
that are expected to vest under the non-market vesting conditions at each balance sheet date.
Ultimately, the amount of compensation cost recognised is based on the number of equity
instruments that eventually vest.

B. Restricted stocks

(a) Restricted stocks issued to employees are measured at the fair value of the equity instruments

granted at the grant date, and are recognised as compensation cost over the vesting period.

(b) For restricted stocks where those stocks do not restrict distribution of dividends to employees
and employees are not required to return the dividends received if they resign during the
vesting period, the Company recognises the fair value of the dividends received by the
employees who are expected to resign during the vesting period as compensation cost at the
date of dividends declared.

(c) For restricted stocks where employees have to pay to acquire those stocks, if employees
resign during the vesting period, they must return the stocks to the Company and the
Company must refund their payments on the stocks, the Company recognises the payments
from the employees who are expected to resign during the vesting period as liabilities at the
grant date, and recognises the payments from the employees who are expected to be

eventually vested with the stocks in ’capital surplus - others’.

(24) Income taxes

A. The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or
loss, except to the extent that it relates to items recognised in other comprehensive income or
items recognised directly in equity, in which cases the tax is recognised in other comprehensive
income or equity.

B. The current income tax expense is calculated on the basis of the tax laws enacted or
substantively enacted at the balance sheet date in the countries where the Company and its
subsidiaries operate and generate taxable income. Management periodically evaluates positions
taken in tax returns with respect to situations in accordance with applicable tax regulations. It
establishes provisions where appropriate based on the amounts expected to be paid to the tax
authorities. An additional tax is levied on the unappropriated retained earnings and is recorded

as income tax expense in the year the stockholders resolve to retain the earnings.
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C. Deferred tax is recognised, using the balance sheet liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the parent
company only balance sheet. Deferred tax is provided on temporary differences arising on
investments in subsidiaries, except where the timing of the reversal of the temporary difference
is controlled by the Company and it is probable that the temporary difference will not reverse in
the foreseeable future. Deferred tax is determined using tax rates (and laws) that have been
enacted or substantially enacted by the balance sheet date and are expected to apply when the

related deferred tax asset is realised or the deferred tax liability is settled.

D. Deferred tax assets are recognised only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised. At each balance sheet
date, unrecognised and recognised deferred tax assets are reassessed.

E. Current income tax assets and liabilities are offset and the net amount reported in the balance
sheet when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the liability simultaneously.
Deferred tax assets and liabilities are offset on the balance sheet when the entity has the legally
enforceable right to offset current tax assets against current tax liabilities and they are levied by
the same taxation authority on either the same entity or different entities that intend to settle on a

net basis or realise the asset and settle the liability simultaneously.

(25) Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new

shares are shown in equity as a deduction, net of tax, from the proceeds.
(26) Dividends
Dividends are recorded in the Company’s financial statements in the period in which they are

approved by the Company’s shareholders. Cash dividends are recorded as liabilities.

(27) Revenue recognition

A. The Company manufactures and sells electronic connectors and relevant products in relation to
various computer, electronic and communication products. Sales are recognised when control of
the products has transferred, being when the products are delivered to the customer, the
customer has full discretion over the channel and price to sell the products, and there is no
unfulfilled obligation that could affect the customer’s acceptance of the products. Delivery
occurs when the products have been shipped to the specific location, the risks of obsolescence
and loss have been transferred to the customer, and either the customer has accepted the
products in accordance with the sales contract, or the Company has objective evidence that all

criteria for acceptance have been satisfied.
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B. Revenue from product sales is recognised based on the price specified in the contract, net of the
estimated sales discounts and allowances. Accumulated experience and individual agreement are
used to estimate and provide for the sales discounts and allowances, and revenue is only
recognised to the extent that it is highly probable that a significant reversal will not occur. The
estimation is subject to an assessment at each reporting date. A refund liability is recognised for
expected sales discounts and allowances payable to customers in relation to sales made until the
end of the reporting period.

C. The sales usually are made with a credit term of 30 to 150 days, which is consistent with market
practice. As the time interval between the transfer of committed goods or service and the
payment of customer does not exceed one year, the Company does not adjust the transaction
price to reflect the time value of money.

D. A receivable is recognised when the goods are delivered as this is the point in time that the
consideration is unconditional because only the passage of time is required before the payment

1s due.

(28) Business combinations

A.The Company uses the acquisition method to account for business combinations. The
consideration transferred for an acquisition is measured as the fair value of the assets
transferred, liabilities incurred or assumed and equity instruments issued at the acquisition date,
plus the fair value of any assets and liabilities resulting from a contingent consideration
arrangement. All acquisition-related costs are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business combination are measured initially
at their fair values at the acquisition date. For each business combination, the Company
measures at the acquisition date components of non-controlling interests in the acquiree that are
present ownership interests and entitle their holders to the proportionate share of the entity’s net
assets in the event of liquidation at either fair value or the present ownership instruments’
proportionate share in the recognised amounts of the acquiree’s identifiable net assets. All other

non-controlling interests should be measured at the acquisition-date fair value.

B. The excess of the consideration transferred, the amount of any non-controlling interest in the
acquiree and the fair value of any previous equity interest in the acquiree over the fair value of
the identifiable assets acquired and the liabilities assumed is recorded as goodwill at the
acquisition date. If the total of consideration transferred, non-controlling interest in the acquire
recognised and the fair value of previously held equity interest in the acquiree is less than the
fair value of the identifiable assets acquired and the liabilities assumed, the difference is

recognised directly in profit or loss on the acquisition date.
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5. CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND KEY SOURCES OF ASSUMPTION
UNCERTAINTY

The preparation of these only financial statements requires management to make critical judgements in
applying the Company’s accounting policies and make critical assumptions and estimates concerning
future events. Assumptions and estimates may differ from the actual results and are continually
evaluated and adjusted based on historical experience and other factors. Such assumptions and
estimates have a risk of causing adjustment to the carrying amounts of assets and liabilities within the

next financial year; and the related information is addressed below:

(1) Critical judgements in applying the Company’s accounting policies

Based on the Company’s assessment, there is no significant uncertainty in critical judgements in the

adoption of the accounting policies.

(2) Critical accounting estimates and assumptions

A. Impairment assessment of property, plant and equipment
The Company assesses impairment of assets using its judgements to evaluate how assets are
utilised and industrial characteristics, to determine the separate cash flows of a specific group of
assets, useful lives of assets and the future possible income and expenses arising from the assets,
to evaluate the value of assets. The operating changes arising from changes of economic
circumstances or company strategy may affect the impairment assessment of property, plant and
equipment.
As of December 31, 2019, the Company evaluated property, plant and equipment, net of
impairment loss amounting to $770,933.

B. Evaluation of inventories
In the process of inventory evaluation, the Company must determine the normal inventory
consumption, obsolete inventories and market selling value using judgements to evaluate the net
realisable value of inventories and write down the cost of inventories to the net realisable value.
Due to the technological innovation, environmental changes and sales performance, inventory

values may change, which will affect the evaluation of inventories.

As of December 31, 2019, the carrying amount of inventories amounted to $124,220.
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6. DETAILS OF SIGNIFICANT ACCOUNTS

(1) Cash and cash equivalents

December 31, 2019 December 31, 2018

Cash on hand and revolving funds $ 1,468 $ 501
Checking accounts and demand deposits 303,321 174,211
Time deposits 192,275 -

$ 497,064 $ 174,712

A. The Company transacts with a variety of financial institutions all with high credit quality to

disperse credit risk, so it expects that the probability of counterparty default is remote.

B. The Company has reclassified cash and cash equivalents pledged to ‘financial assets a amortised
cost’. Details are provided in Note 8.

(2) Notes and accounts receivable (including related parties)

December 31, 2019 December 31, 2018

Accounts receivable $ 679,894 $ 595,507

Less: Loss allowance ( 1,682) ( 1,682)
$ 678,212 $ 593,825

Accounts receivable due from related person $ 303,947 $ 97,156

A. Information relating to the ageing analysis and credit risk of accounts receivable is provided in
Note 12(2).

B. As of December 31, 2019 and 2018, accounts receivable and notes receivable were all from
contracts with customers. And as of January 1, 2018, the balance of receivables from contracts
with customers amounted to $593,211.

C. The Company’s accounts receivable do not hold any collateral as security.

D. Without taking into account any collateral held or other credit enhancements, the maximum
exposure to credit risk in respect of the amount that best represents the Company’s notes and

accounts receivable was the carrying amount.
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(3) Inventories

December 31, 2019

Allowance for
Cost valuation loss Book value
Raw materials $ 6,603 ($ 1,568) $ 5,035
Work in progress and semi-finished
goods 40,244 ( 11,472) 28,772
Finished goods 33,677 ( 5,259) 28,418
Goods 63,423 ( 1,428) 61,995
$ 143,947 ($ 19,727) $ 124,220
December 31, 2018
Allowance for
Cost valuation loss Book value
Raw materials $ 5133 ($ 657) $ 4,476
Work in progress and semi-finished
goods 32,407 ( 15,119) 17,288
Finished goods 32,811 ( 9,339) 23,472
Goods 61,437 ( 1,112) 60,325
$ 131,788 ($ 26,227) $ 105,561

A. The Company did not provide any collateral for its inventories.
B. The cost of inventories recognised as expense for the year:

Years ended December 31,

[ 2019 [ 2018
Cost of goods sold $ 2,188,351 $ 1,703,577
(Gain on reversal of) loss on decline in market value ( 6,500) 12,515
Revenue from sale of scraps ( 9,543) ( 17,376)

$ 2,172,308 $ 1,698,716

For the year ended December 31, 2019, the inventories, which had previously recognised allowance
for inventory valuation losses, were scrapped and sold resulting in the reversal gains arising from

the reduction in allowance for inventory valuation losses.
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(4) Investments accounted for using equity method

December 31, 2019

December 31, 2018

Ownership Ownership
Book value % Book value %
Subsidiary:
Stech International Co., Ltd. $ 26,990 100% $ 27,779 100%
Space Speed Technology Limited 9,974 100% 76,181 100%
Toyoshima Corporation (M) Sdn. Bhd. 106,795 100% 164,834 100%
Speedtech (HK) Co., Limited 1,426,889 100% 1,009,961 100%
Speedtech (LS-ICT) Co., Limited 67,729 100% 67,633 100%
Castle Rock Inc. (Note) 124,314 100% - -
1,762,691 1,346,388
Associates:
Reel Mask Industry Co., Ltd. 331,731 37% 282,764 37%
Speedtech Energy Co., Ltd. (Note) 1,953 25% 2,206 25%
333,684 284,970
$ 2,096,375 $ 1,631,358
Years ended December 31,
d 2019 f 2018

Share of subsidiaries
and associate

companies (loss)

Other comprehensive

(loss) income

Share of subsidiaries
and associate Other comprehensive

companies (loss) (loss) income

using equity method (before tax) using equity method (before tax)
Subsidiary:
Stech International Co., Ltd. % 269) ($ 520) 413 ($ 354)
Space Speed Technology Limited ( 44,145) 45,288 (( 9,898) ( 1,844)
Toyoshima Corporation (M) Sdn. Bhd. 15,082 3,796 19,441 587
Speedtech (HK) Co., Limited 335,410 ( 51,243) 181,780 ( 23,411)
Speedtech (LS-ICT) Co., Limited 96 7,488
Castle Rock Inc. (Note) 724
306,898 ( 2,679) 199,224 ( 25,022)
Associates:
Reel Mask Industry Co., Ltd. 96,446 ( 9,744) 74,822 4,300
Speedtech Energy Co., Ltd. (Note) ( 253) - 2,206 -
96,193 ( 9,744) 77,028 4,300
$ 403,091 ($ 12,423) $ 276,252 ($ 20,722)

Note: As of December 31, 2019 and 2018, the Company valuated and recognised investments
accounted for using equity method amounting to $126,267 and $2,206, respectively, based on
the financial statements audited by other auditors of the investees. For the years ended

December 31, 2019 and 2018, the recognised comprehensive income (loss) was $471 and

$2,206, respectively.
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A. Subsidiaries
Information on subsidiaries of the Company is provided in Note 4(3) in the parent company only
financial statements of the Company for the year ended December 31, 2019.

B. Associates

(a) The Company’s associates accounted for using equity method are assessed as individually

immaterial.

(b) The carrying amount of the Company’s interests in all individually immaterial associates and

the Company’s share of the operating results are summarised below:

As of December 31, 2019 and 2018, the carrying amount of the Company’s individually
immaterial associates amounted to $333,684 and $284,970, respectively.

The operating results in all individually immaterial associates are summarised below:

Years ended December 31,

F F

2019 2018
Profit for the year from continuing operations $ 96,193 $ 77,028
Closing unit (profit and loss) - -
Other comprehensive income (loss), net of tax ( 9,744) 4,300
Total comprehensive income $ 86,449 $ 81,328
Dividends received from associates $ 37,735 $ 22,197

C. There is no information on fair value of the Company’s associates since they do not have quoted
market prices.
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(5) Property, plant and equipment

At January 1
Cost
Accumulated depreciation and impairment

Opening net book amount as at January 1
Additions

Disposals

Transfers

Depreciation charge

Impairment loss

Closing net book amount as at December 31
At December 31

Cost

Accumulated depreciation and impairment

2019

Unfinished
construction and

Buildings and Office equipment ~ equipment under
Land structures Machinery and other acceptance Total
Owner-occupied =~ Owner-occupied =~ Owner-occupied =~ Owner-occupied =~ Owner-occupied
$ 358,136 220,965 $ 483922 $ 19,735 $ 53156 $ 1,135,914
- 72,653) ( 271,950) ( 13,310) - ( 357,913)
$ 358,136 148312 $ 211972 $ 6425 $ 53156 $ 778,001
$ 358,136 148312 $ 211972 $ 6425 $ 53156 $ 778,001
- - - - 61,660 61,660
- - ( 12,067) - - ( 12,067)
54,206 34,302 81,524 2,145 ( 103,194) 68,983
- 6,415) ( 96,110) ( 3,039) - ( 105,564)
- - ( 20,080) - - ( 20,080)
$ 412,342 176,199 $ 165239 $ 5531 $ 11622 $ 770,933
$ 412,342 266,107 $ 476,130 $ 19222 $ 11622 $ 1,185,423
- 89,908) ( 310,891) ( 13,691) - ( 414,490)
$ 412,342 176,199 $ 165239 $ 5531 $ 11622 $ 770,933

241



2018

Unfinished
construction and
Buildings and Office equipment  equipment under
Land structures Machinery and other acceptance Total
At January 1
Cost $ 358,136 $ 221521 % 519842 $ 32354 % 60,066 $ 1,191,919
Accumulated depreciation and impairment - ( 69,111) ( 236,703) ( 18,942) - ( 324,756)
$ 358,136 $ 152410 $ 283139 $ 13412 $ 60,066 $ 867,163
Opening net book amount as at January 1 $ 358,136 $ 152410 $ 283139 $ 13412 $ 60,066 $ 867,163
Additions - - 394 - 67,712 68,106
Disposals - - 39,009) - - ( 39,009)
Transfers - 1,239 72,058 - ( 74,622) ( 1,325)
Depreciation charge - ( 5,337) ( 104,610) ( 6,987) - ( 116,934)
Closing net book amount as at December 31 $ 358,136 $ 148312 $ 211972 $ 6425 $ 53156 $ 778,001
At December 31
Cost $ 358,136 $ 220965 $ 483922 $ 19,735 $ 53,156 $ 1,135,914
Accumulated depreciation and impairment - ( 72,653) ( 271,950) ( 13,310) - ( 357,913)
$ 358,136 $ 148312 $ 211972 $ 6425 $ 53156 $ 778,001

A. No interests were capitalised for the years ended December 31, 2019 and 2018.
B. Details of the Company’s property, plant and equipment that were pledged to others as collateral are provided in Note 8.
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(6) Leasing arrangements — lessee

Effective 2019

A. The Company leases various assets including its plant. Rental contracts are typically made for
periods of 10 years. Lease terms are negotiated on an individual basis and contain a wide range

of different terms and conditions. The lease agreements do not impose covenants.

B. The carrying amount of right-of-use assets and the depreciation charge are as follows:

Year ended
December 31, 2019
Plant
At January 1 $ 17,542
Depreciation charge ( 2,845)
At December 31 $ 14,697
C. Information on profit or loss in relation to lease contracts is as follows:
Year ended
Items affecting profit or loss December 31, 2019
Interest expense on lease liabilities $ 263
Expense on short-term lease contracts 361
$ 624

D. For the year ended December 31, 2019, except for cash outflow for leases described in Note
(6)C, the Company’s total cash outflow for payments of lease liabilities was $2,737.

E. In determining the lease term, the Company takes into consideration all facts and circumstances
that create an economic incentive to exercise an extension option or not to exercise a
termination option. The assessment of lease period is reviewed if a significant event occurs

which affects the assessment.

(7) Leasing arrangements — lessor
Eftective 2019

A. The Company leases various assets including its office and plant. Rental contracts are typically
made for periods of 1 year. Lease terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. To preserve the usage condition of the leased assets,
lessees cannot sublease, lend, share and lend to others of all or part of plant, or granted in any

different form to the third parties without lessor’s permission.

B. For the year ended December 31, 2019, the Company recognised rent income in the amounts of
$5,313, based on the operating lease agreement, which does not include variable lease
payments.
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C. The maturity analysis of the lease payments under the operating leases is as follows:
December 31, 2019

2020 $ 450
(8) Investment property
2019
Land Buildings Total

At January 1
Cost $ 124,983 $ 81,005 $ 205,988
Accumulated depreciation - ( 29,247) ( 29,247)

$ 124983 $ 51,758 $ 176,741
Opening net book amount as at January 1 $ 124,983 $ 51,758 $ 176,741
Transfers ( 54,206) ( 20,414) ( 74,620)
Depreciation charge - ( 1,184) ( 1,184)
Closing net book amount as at December 31 $ 70,777  $ 30,160 $ 100,937
At December 31
Cost $ 70,777 $ 49595 $ 120,372
Accumulated depreciation - ( 19,435) ( 19,435)

$ 70,777  $ 30,160 $ 100,937

2018
Land Buildings Total

At January 1
Cost $ 124,983 $ 80,573 $ 205,556
Accumulated depreciation - ( 27,385) ( 27,385)

$ 124,983 $ 53,188 $ 178,171
Opening net book amount as at January 1 $ 124,983 $ 53,188 $ 178,171
Transfers - 432 432
Depreciation charge - ( 1,862) ( 1,862)
Closing net book amount as at December 31 $ 124,983 $ 51,758 $ 176,741
At December 31
Cost $ 124,983 $ 81,005 $ 205,988
Accumulated depreciation - ( 29,247) ( 29,247)

$ 124,983 $ 51,758 $ 176,741

A. Some office floors in Nankan factory were leased out under operating lease agreements. Rental
income from aforementioned investment property and direct operating expenses arising from
investment property are shown below:

Years ended December 31,

r 2019 " 2018
Rental income from investment property $ 5313 $ 10,635
Direct operating expenses arising from the investment
property that generated rental income during the year $ 1,184 ' $ 1,862

B. As of December 31, 2019 and 2018, the fair value of investment properties was $123,803 and

$346,578, respectively, based on the transaction information of similar comparable properties in
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open market and the valuation results from independent appraisers calculated by certain weight
using comparison method and income method.

C. No interests were capitalised for the years ended December 31, 2019 and 2018.

D. Information about the Company investment property that was pledged to others as collateral is
provided in Note 8.

(9) Other non-current assets

December 31, 2019 December 31, 2018

Prepayments for business facilities $ 26,953 $ 45,986
Prepayments for pension 19,804 18,606
Long-term prepaid rent-land use right 588 588
Other 10,719 13,281

$ 58,064 $ 78,461

(10) Short-term borrowings

Type of borrowings December 31, 2019 Interest rate range Collateral

Bank borrowings

Secured borrowings $ 145,151 1.34%~2.90% Please refer to Note 8.

Unsecured borrowings 855,687 1.25%~3.07% None.

$ 1,000,838
Type of borrowings December 31, 2018 Interest rate range Collateral

Bank borrowings

Secured borrowings $ 144,393 3.80%~4.00% Please refer to Note 8.

Unsecured borrowings 569,394 1.29%~4.00% None.

$ 713,787

For the details of interest expense recognised in profit or loss, please refer to Note 6(23).
(11) Other payables

December 31, 2019 December 31, 2018

Wages and salaries payable $ 52,179 $ 40,413
Payable for machinery and equipment 13,121 21,899
Payable for repairs and maintenance expense 5,902 17,389
Payable for employees' compensation 19,342 9,146
Others 31,988 31,169

$ 122532 $ 120,016

(12) Other current liabilities

December 31, 2019 December 31, 2018

Current portion of long-term borrowings $ 30,000 $ 295,000
Others 4,846 7,233
$ 34,846 $ 302,233
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(13) Long-term borrowings

Borrowing period and

Type of borrowings repay ment term

Interest rate range

Collateral

December 31, 2019

Long-term bank borrowings
Secured borrowings from Borrowing period is from
CTBC Bank Co., Ltd. September 30, 2019 to

September 30, 2024;
interest and principal are
repayable in 6
installments from March
31,2020

Less: Current portion (please refer to Note 6(12) for details)

Borrowing period and
Type of borrowings repay ment term

1.440%

Interest rate range

Please refer to Note 8.

Collateral

280,000

30,000)
250,000

December 31, 2018

Long-term bank borrowings

Secured borrowings from Borrowing period is from
CTBC Bank Co., Ltd. September 30, 2016 to
September 30, 2019;
interest and principal are
repayable in 6
installments from March
1, 2017

Less: Current portion (please refer to Note 6(12) for details)

1.500%

Please refer to Note 8.

Interest expense recognised in profit or loss, please refer to Note 6(23).

(14) Pensions

A. Defined benefit plan

(a) The Company has a defined benefit pension plan in accordance with the Labor Standards

295,000

295,000)

Act, covering all regular employees’ service years prior to the enforcement of the Labor
Pension Act on July 1, 2005 and service years thereafter of employees who chose to
continue to be subject to the pension mechanism under the Law. Under the defined benefit
pension plan, two units are accrued for each year of service for the first 15 years and one
unit for each additional year thereafter, subject to a maximum of 45 units. Pension benefits
are based on the number of units accrued and the average monthly salaries and wages of
the last 6 months prior to retirement. The Company and its domestic subsidiaries contribute
monthly an amount equal to 2% of the employees’ monthly salaries and wages to the
retirement fund deposited with Bank of Taiwan, the trustee, under the name of the
independent retirement fund committee. Also, the Company and its domestic subsidiaries
would assess the balance in the aforementioned labor pension reserve account by the end
of December 31, every year. If the account balance is insufficient to pay the pension
calculated by the aforementioned method to the employees expected to qualify for
retirement in the following year, the Company and its domestic subsidiaries will make
contributions for the deficit by next March.

(b) The amounts recognised in the balance sheet are as follows:
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December 31, 2019 December 31, 2018

Present value of defined benefit obligations $ 22,860) ($ 26,513)
Fair value of plan assets 42,664 45,119
Net defined benefit asset (shown as other

current assets) $ 19,804 $ 18,606
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Present value of

(c) Movements in net defined benefit asset (shown as ‘Other non-current) are as follows:

defined benefit Fair value of Net defined
obligations plan assets benefit asset
Year ended December 31, 2019
Balance at January 1 % 26,513) $ 45119 $ 18,606
Interest (expense) income ( 331) 564 233
Past service cost ( 360) - ( 360)
( 27,204) 45,683 18,479
Remeasurements:
Return on plan assets (excluding amounts
included in interest income or expense) - 1,473 1,473
Change in demographic assumptions ( 47) - ( 47)
Change in financial assumptions ( 1,130) - ( 1,130)
Experience adjustments 1,029 - 1,029
( 148) 1,473 1,325
Paid pension 4,492 ( 4,492) -
Balance at December 31 $ 22,860) $ 42664 $ 19,804
Present value of
defined benefit Fair value of Net defined
obligations plan assets benefit asset
Year ended December 31, 2018
Balance at January 1 $ 24,668) $ 43317 $ 18,649
Interest (expense) income ( 339) 595 256
Past service cost ( 123) - ( 123)
( 25,130) 43,912 18,782
Remeasurements:
Return on plan assets (excluding amounts
included in interest income or expense) - 1,207 1,207
Change in demographic assumptions ( 598) - ( 598)
Change in financial assumptions ( 434) - ( 434)
BExperience adjustments ( 351) - ( 351)
( 1,383) 1,207 ( 176)
Balance at December 31 $ 26,513) $ 45119 $ 18,606

(d)The Bank of Taiwan was commissioned to manage the Fund of the Company’s and
domestic subsidiaries’ defined benefit pension plan in accordance with the Fund’s annual
investment and utilisation plan and the “Regulations for Revenues, Expenditures,
Safeguard and Utilisation of the Labor Retirement Fund” (Article 6: The scope of
utilisation for the Fund includes deposit in domestic or foreign financial institutions,
investment in domestic or foreign listed, over-the-counter, or private placement equity
securities, investment in domestic or foreign real estate securitization products, etc.). With
regard to the utilisation of the Fund, its minimum earnings in the annual distributions on
the final financial statements shall be no less than the earnings attainable from the amounts
accrued from two-year time deposits with the interest rates offered by local banks. If the
earnings is less than aforementioned rates, government shall make payment for the deficit
after being authorised by the Regulator. The Company and domestic subsidiaries have no

right to participate in managing and operating that fund and hence the Company and
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domestic subsidiaries are unable to disclose the classification of plan assets fair value in
accordance with IAS 19 paragraph 142. The composition of fair value of plan assets as of
December 31, 2019 and 2018 is given in the Annual Labor Retirement Fund Utilisation
Report announced by the government.

(e) The principal actuarial assumptions used were as follows:

Years ended December 31
r r

2019 2018
Discount rate T 0875% T 1.250%
Future salary increases ( 2.250% ( 2.250%

Future mortality rate was based on the 5th Taiwan Standard Ordinary Experience Mortality
Table.

Because the main actuarial assumption changed, the present value of defined benefit
obligation is affected. The analysis was as follows:

Discount rate Future salary increases
Increase Decrease Increase Decrease
o0 " 0% "7 02w T 0.25%

December 31, 2019
Effect on present value of defined
benefit obligation $ 762) $ 798 $ 775 ($ 743)
December 31, 2018
Effect on present value of defined
benefit obligation $ 874) $ 916 $ 892 ($ 856)

The sensitivity analysis above is based on one assumption which changed while the other
conditions remain unchanged. In practice, more than one assumption may change all at
once. The method of analysing sensitivity and the method of calculating net pension

liability in the balance sheet are the same.

The methods and types of assumptions used in preparing the sensitivity analysis did not
change compared to the previous period.

(f) Expected contributions to the defined benefit pension plans of the Company for the year
ending December 31, 2020 amount to $0.

(g)As of December 31, 2019, the Company weighted average duration of the retirement plan

is 13.7 years. The analysis of timing of the future pension payment was as follows:

Amount
Within one year $ 1,303
1- 2 years 416
2 - 5 years 1,676
5- 10 years 5,411
$ 8,806
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B. Defined contribution pension plan

(a) Effective July 1, 2005, the Company has established a defined contribution pension plan
(the “New Plan”) under the Labor Pension Act (the “Act”), covering all regular employees
with R.O.C. nationality. Under the New Plan, the Company and its domestic subsidiaries
contribute monthly an amount based on 6% of the employees’ monthly salaries and wages
to the employees’ individual pension accounts at the Bureau of Labor Insurance. The
benefits accrued are paid monthly or in lump sum upon termination of employment.

(b) The pension costs under defined contribution pension plans of the Company for the years
ended December 31, 2019 and 2018 were $9,063 and $9,502, respectively.

(15) Share-based payment

A. The Company's share-based payment agreement is as follows:
(a) Employee stock options

The Company proposed to issue a total of 5 million units, each unit per subscription share,
to all employees in domestic or foreign subsidiaries through employee stock options
(“employee stock options B”) as resolved at the meeting of Board of Directors on
November 10, 2017. The conditions of exercise of employees’ stock option are when the
number of total common stock reached 5 million and the exercise price under the employee
stock options B is at least the closing price of the Company’s common stock at the grant
date.

The Company adjusted the issuance of employee stock option certificates and exercise
methods as resolved at the meeting of Board of Directors on May 8, 2018. The expected
life and exercise period of employee stock option certificates were changed. The employee
stock option certificates were effective on July 2, 2018 as approved by the authorities and
issued on grant date on October 19, 2018 as resolved at the meeting of Board of Directors

on the same day. The stocks are reserved for full-time employees of overseas’ subsidiaries.

Type of
Arrangement Grant Contract
date Quantity granted period Vesting conditions _Settlement method
Employee stock 2018.10.19 5 million shares 6 years 3 years’ service for Equity-settled
options 30% of stocks,
4 years’ service for
60% of stocks,
5 years’ service for
100% of stocks
(b) Restricted stocks

The Company proposed to issue a total of 2 million shares of employee restricted stocks
with par value of $10 and amount of shares was $20 thousand as resolved at meetings of
Board of Directors and Shareholders on November 10, 2017 and January 17, 2018,
respectively. The directors were authorised to set the actual issuance date and the Company

would give further notice to employees. The employee restricted stocks were effective on
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October 24, 2018 as approved by the authorities, and were resolved at the meeting of Board
of Directors to be issued on October 2, 2019 (the granted date) of 1,845 thousand shares
with the subscription price of $10 (in dollars) per share. The aforementioned restricted

stocks were issued for the full-time employees.

Type of
Arrangement Grant Contract
date Quantity granted period Vesting conditions _Settlement method
Employee restricted 2019.10.2 2,000 thousand 3 years Performance Equity-settled
stocks shares conditions

achieved (Note)

Note: For the employees who achieved both personal and company’s performance
requirements, the maximum ratio of vested stocks for different service periods of
employees is as follows:

(1) 30% of allocated stocks if the employee whose services have reached 1 year since the

allocation of restricted stock.

(11) 30% of allocated stocks if the employee whose services have reached 2 years since the

allocation of restricted stock.

(111) 40% of allocated stocks if the employee whose services have reached 3 years since the

allocation of restricted stock.
B. Details of the share-based payment arrangements are as follows:

(a) Employee share options

Years ended December 31,
r r

2019 2018
Weighted-average Weighted-average
No. of options exercise price No. of options exercise price
(in thousands) (in dollars) (in thousands) (in dollars)
Options outstanding at January 1 5,000 $ 40.10 5,000 $ 40.10
Options granted - - - -
Options outstanding at December 31 5,000 40.10 5,000 40.10

Options exercisable at December 31 - - - R
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(b) Employee restricted stocks

Restricted stocks outstanding at January 1

Restricted stocks granted to employees
Restricted stocks outstanding at
December 31

Weighted-average Weighted-average
No. of options

(in thousands)

exercise price
(in dollars)

No. of options
(in thousands)

exercise price
(in dollars)

1,845

1,845 - -

C. The weighted-average price of 2019 exercised restricted stocks on the exercise date was $69.1

(in dollars), and there was no such situation for the year ended December 31, 2018.

D. The expiry date and exercise price of stock options outstanding at the balance sheet dates are

as follows:
December 31,2019
No. of shares Exercise price
Type of arrangement Grant date Expiry date (in thousands) (in dollars)
Employee stock options 2018.10.19 2024.10.18 5,000 40.10
Employee restricted stocks 2019.10.02 2022.10.01 1,845 10.00
December 31,2018
No. of shares Exercise price
Type of arrangement Grant date Expiry date (in thousands) (in dollars)
Employee stock options 2018.10.19 2024.10.18 5,000 40.10

E. The fair value of stock options granted of the Company and the ultimate parent company is

measured using the Black-Scholes option-pricing model. Relevant information is as follows:

Expected
price volatility =~ Expected Fair value
Type of Share price  Exercise price option Expected Risk-free per unit
Arrangement Grant date (in dollars) (in dollars) (note) life dividends __interest rate (in dollars)
o/ 0
Employee stock 16 10,19 40.10 40.10 HITHATE) (s 0,000 074357084 16.4807
options % 51%
Employee 2019.10.02 70.00 10.00 45.51%-49.00 3 years 0.00% 0.47%-0.65% 60.1480
restricted %
stocks

Note: The rates were based on the historical transaction information of the Company’s shares

and were estimated by using the stock prices of the most recent period with length of

this period approximate to the length of the stock options’ expected life.
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F. Related effects incurred on share-based payment transactions are shown below:

(a) Wages and salaries

Wages and salaries incurred on the abovementioned transactions are shown below:
Years ended December 31
L4 r

2019 2018
Employee restricted stocks $ 16,183 $ -

(b) Capital surplus
Capital surplus incurred on the abovementioned transactions are shown below:

Years ended December 31
F F

2019 2018
Employee stock options $ 18,696 $ 3,351
Employee restricted stocks 16,183 -
$ 34,879 $ 3,351

(16) Share capital
A. As of December 31, 2019, the Company’s authorised capital was $4,000,000, (including

$167,800 convertible shares reserved for employee stock options), consisting of 400,000
thousand shares of ordinary stock, and the paid-in capital was $1,696,450 with a par value of
$10 (in dollars) per share. In addition, movements in the number of the Company’s ordinary
shares outstanding for the years ended December 31, 2019 and 2018 are as follows (unit: share
in thousands):

Years ended December 31

’ 2019 ' 2018
At January 1 $ 167,800 $ 167,800
Issuance of employee restricted stocks 1,845 -
At December 31 $ 169,645 $ 167,800

. To improve the Company’s financial structure and strengthen its working capital, the
stockholders at their annual stockholders’ meeting on June 15, 2012 adopted a resolution to
raise additional cash through private placement. The Board of Directors resolved on February
18, 2013, according to Article 43-6 of the R.O.C. Securities and Exchange Act, the private
placement raised from ICT-Lanto Ltd. and Asus Investment co., Ltd. and total number of
shares amounted to 31,000 thousand with a par value of NT $10 per share and with private
placement price of NT $10.88 per share. The total amount of private placement raised was
$337,280 and the share capital after the private placement amounted to $1,678,000. All
proceeds from shares issued have been collected on March 8, 2013 (the record date for private
placement) and the private placement has been registered. Pursuant to the Securities and

Exchange Act, the ordinary shares raised through the private placement are subject to certain
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transfer restrictions and cannot be listed on the stock exchange until three years after they have
been issued and have been offered publicly. Other than these restrictions, the rights and
obligations of the ordinary shares raised through the private placement are the same as other
issued ordinary shares. On March 20, 2020, the abovementioned private placement has been

offered publicly as resolved by the Board of Directors, and was approved on July 2, 2019.
C. On September 17, 2008, the shareholders at their special meeting resolved to authorise the

Board of Directors to implement private placement within the amount of 70 million shares.
Subsequently, the Board of Directors resolved to issue 30 million shares and 40 million shares
of common stock under private placement at the price of NT $6.29 and NT $5 per share on
September 4, 2009 and October 17, 2008, and the total private placement is $188,700 and
$200,000, respectively. In addition, as of December 31, 2019, the amount raised from the above
two private placements included in the Company’s share capital amounted to $110,512 and
$117,130 after decreasing 41.44% equity interest in 2012, respectively. On March 20, 2020, the
abovementioned private placements have been offered publicly as resolved by the Board of

Directors, and was approved on July 2, 2019.

D. To attract and retain talented employees, the shareholders at their special meeting approved to
issue employee restricted stocks on January 17, 2018. The Board of Directors subsequently
resolved to issue 2,000 thousand shares with a par value of $10 (in dollars) per share at
issuance price of $10 (in dollars) per share to the employees on October 2, 2019 and with the
effective date set on October 18, 2019. The Company set the vesting condition of employees
achieving both standards of personal retain seniority and annual performance appraisal, as well
as redeemed and retired all employee restricted stocks that were not meeting the vesting

condition. The vested restricted stocks amounted to 1,845 thousand shares for this issuance.

(17) Capital surplus

Pursuant to the R.O.C. Company Act, capital surplus arising from paid-in capital in excess of par
value on issuance of common stocks and donations can be used to cover accumulated deficit or to
issue new stocks or cash to shareholders in proportion to their share ownership, provided that the
Company has no accumulated deficit. Further, the R.O.C. Securities and Exchange Act requires
that the amount of capital surplus to be capitalised mentioned above should not exceed 10% of
the paid-in capital each year. Capital surplus should not be used to cover accumulated deficit
unless the legal reserve is insufficient. Please refer to statement of changes in equity for the
details of reconciliation in movement of capital surplus for the years ended December 31, 2019
and 2018.
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(18) Unappropriated retained earnings

A. According to the Articles of Incorporation of the Company, the appropriation of the earnings is
as follows:
Annual net income after covering prior years’ losses, if any, shall be distributed as follows:
10% as legal reserve, and appropriate or reverse special reserve until the legal reserve equals
the paid-in capital. The remaining earnings, if any, may be appropriated along with the
accumulated unappropriated earnings according to a resolution adopted by the Board of
Directors.

Appropriation of current year’s post-tax income is the primary consideration. However, under
the principle of balancing dividends, unappropriated earnings of prior years are allowed to be
distributed when current year’s post-tax income is insufficient. Future operating expansion
plan and cash flow needs are taken into account before dividend distribution. The earnings are
distributed as stock dividends and cash dividends, cash dividends shall account for at least
10% of the total dividends. The aforementioned earnings have appropriation ratios and ratio of
cash dividends to shareholders are determined by current year’s profit and capital position and

shall be resolved by the shareholders for adjustments.

B. Except for covering accumulated deficit or issuing new stocks or cash to shareholders in
proportion to their share ownership, the legal reserve shall not be used for any other purpose.
The use of legal reserve for the issuance of stocks or cash to shareholders in proportion to their
share ownership is permitted, provided that the distribution of the reserve is limited to the
portion in excess of 25% of the Company’s paid-in capital.

C. In accordance with the regulations, the Company shall set aside special reserve from the debit
balance on other equity items at the balance sheet date before distributing earnings. When
debit balance on other equity items is reversed subsequently, the reversed amount could be
included in the distributable earnings.

D. The appropriation of earnings
(a) The appropriation of earnings for the years ended December 31, 2018 and 2017 as resolved

at the meetings of Board of Directors on June 26, 2019 and May 31, 2018, respectively is as

follows:
Years ended December 31,
[ 2018 ’ 2017
Earnings Earnings
Amount dividends Amount dividends
Legal reserve appropriated $ 16,850 - 9 5,665 -
(Reversal of) Special reserve
appropriated 13,563 - ( 2,315) -
$ 30,413 $ 3,350
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(b) The appropriation of earnings for the year ended December 31, 2019 as resolved at the

meeting of Board of Directors on March 20, 2020 is as follows:
Year ended December 31, 2019

Earnings
Amount dividends
Legal reserve appropriated $ 36,773 -
Special reserve appropriated 11,809 -
Cash dividend 84,793 0.5
$ 133375

E. For the information relating to employees’ compensation and directors’ and supervisors’

remuneration, please refer to Note 6(25).

(19) Other equity items

Currency

translation Unearned
Year ended December 31, 2019 differences compensation Total
At January 1 $ 93,208) $ - (% 93,208)
Issuance of employee restricted stocks - ( 110,972) ( 110,972)
Amortisation charges on employee
restricted stocks - 16,183 16,183
Foreign currency translation :
—Group ( 2,679) - ( 2,679)
—Tax on Group 535 - 535
—Associates ( 9,665) - ( 9,665)
At December 31 $ 105,017) ($ 94,789) ($ 199,806)

Currency

translation Unearned
Year ended December 31, 2018 differences compensation Total
At January 1 $ 79,645) - (% 79,645)
Foreign currency translation :
—Group ( 25,022) - ( 25,022)
—Tax on Group 7,580 - 7,580
—Associates 3,879 - 3,879
At December 31 $ 93,208) - (8 93,208)
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(20) Operating revenue

A. Disaggregation of revenue from contracts with customers

The Company derives revenue from the transfer of goods and services at a point in time and

over time in the following major geographical regions and recognition timing:
Electronic connectors

China and
P019 Hong Kong Taiwan Others Total
Revenue fromcontract
with customer $ 1,191,663 $ 842,198 $ 385,887 $ 2,419,748
Electronic connectors
China and
018 Hong Kong Taiwan Others Total
Revenue fromcontracts
with customer $ 1,167,983 $ 592,697 $ 57197 $ 1,817,877

B. Contract liabilities

(a) The Company has recognised the following revenue-related contract liabilities:
December 31, 2019 December 31, 2018 January 1, 2018
Contract liabilities-Sale of goods $ 57 $ 314 $ 440

(b)Revenue recognised that was included in the contract liability balance at the beginning of

the year
Years ended December 31,
- 2019 - 2018
Sales of goods $ 314 % 440
(21) Other income
Years ended December 31,
( 2019 - 2018
Rental revenue $ 5313 $ 10,635
Interest income from bank deposits 1,300 476
Technical advisory consulting income 12,566 13,340
Sample income 5,110 5,712
Others 10,818 6,244
$ 35107 $ 36,407
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(22) Other gains and losses

Years ended December 31,

- 2019 - 2018
Net foreign exchange (losses) gains $ 16,745) $ 2,262
(Losses) gains on disposal of property, plant and equipment ( 780) 5,111
Depreciation expense on investment property ( 1,184) ( 1,862)
Impairment loss on property, plant and equipment ( 20,080) -
Others - ( 1)
$ 38,789) $ 5,510

(23) Finance costs

Years ended December 31,
F r

2019 2018
Interest expense on bank borrowings $ 21924 $ 19,912
Interest expense on lease liabilities 263 -
$ 22,187 $ 19,912

(24) Expenses by nature

Years ended December 31,

2018 2017
Employee benefit expense $ 314,783 3 290,251
Depreciation on property, plant and equipment $ 105,564 $ 116,934
Depreciation on right-of-use assets $ 2,845 $ -
Depreciation on investment property $ 1,184 $ 1,862
Amortisation charges on intangible assets $ 1,118 $ 1,762

(25) Employee benefit expense

Years ended December 31,

- 2019 ( 2018
Wages and salaries $ 254,052 $ 243,181
Labour and health insurance fees 21,923 22,105
Pension costs 9,190 9,369
Directors’ remuneration 380 355
Employees’ compensation cost 16,183 -
Others 13,055 15,241
$ 314,783 $ 290,251
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A.In order to encourage employees and operation team, a ratio of distributable profit of the
current year, after covering accumulated losses, shall be distributed as employees’
compensation and directors’ and supervisors’ remuneration. The ratio shall not be lower than
3% for employees’ compensation and shall not be higher than 3% for directors’ and
supervisors’ remuneration according to the Articles of Incorporation. The aforementioned
employees’ compensation is distributed as stock dividends and cash dividends while directors’
and supervisors’ remuneration is distributed as cash only. The employees’ compensation shall
be distributed in the form of stock and cash while directors’ and supervisors’ remuneration
shall be distributed as cash only by a resolution adopted by a majority vote at a meeting of
Board of Directors attended by two-thirds of the total number of directors and reported in the
shareholders’ meeting.

B. For the years ended December 31, 2019 and 2018, employees’ compensation was accrued at
$12,486 and $6,856, respectively; while directors’ and supervisors’ remuneration was accrued
both at $0. The aforementioned amounts were recognised in salary expenses.

For the year ended December 31, 2019, employees’ compensation as well as directors’ and
supervisors’ remuneration was accrued based on 3% and 0% of distributable profit of the
current year. The employees’ compensation and directors’ and supervisors’ remuneration
resolved by the Board of Directors were $12,486 and $0, and the employees’ compensation
will be distributed in the form of cash.

Employees’ compensation and directors’ and supervisors’ remuneration of 2018 as resolved at
the the Board of Directors’ meeting were in agreement with those amounts recognised in the

financial statements of 2018.

Information about employees’ compensation and directors’ and supervisors’ remuneration of
the Company as resolved at the meeting of Board of Directors will be posted in the “Market

Observation Post System” at the website of the Taiwan Stock Exchange.
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(26) Income tax
A. Income tax expense

(a) Components of income tax expense:
Years ended December 31,

[ 2019 " 2018

Current tax

Current tax liabilities $ 1,969 $ 5,204

Current tax assets - ( 103)

Tax refund receivable of prior years - 87

Provisional and withholding tax 68 16

Tax on undistributed surplus earnings ( 2,037) ( 5,204)

Prior year income tax under estimation 1,192 3,208

Total current tax 1,192 3,208
Deferred tax:

Origination and reversal of temporary differences 33,747 39,741
Others

Impact of change in tax rate - 5,027

Tax on undistributed surplus earnings 2,037 5,204

2,037 10,231

Income tax expense $ 36,976 $ 53,180

(b)The income tax (charge)/credit relating to components of other comprehensive income is as

follows:
Years ended December 31,
l 2019 - 2018
Remeasurements of defined benefit plans $ 265 ($ 35)
Remeasurement of defined benefit plan-impact of
change in tax rate - 73
Subsidiaries-currency translation differences ( 535) ( 5,004)
Subsidiaries-currency translation differences
- impact of change in tax rate - ( 2,576)
$ 270) ($ 7,542)

(c)The Company has no income tax charged/(credited) to equity for the years ended December
31,2019 and 2018.
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B. Reconciliation between income tax expense and accounting profit
Years ended December 31,

[ 2019 [ 2018

Tax calculated based on (loss) profit before tax and

statutory tax rate (Note) $ 80,745 $ 44,335
Expenses disallowed by tax regulation 28 -
Temporary difference not recognised as deferred tax

assets 15,644 1,190
Taxable loss not recognised as deferred tax assets - 9,622
Tax on undistributed earnings 2,037 5,204
Prior year income tax under estimation 1,192 3,208
Change in realisation of deferred tax ( 43,286) -
Unrealised gain on domestic investments ( 19,384) ( 15,406)
Impact of change in tax rate - 5,027
Income tax expense $ 36,976 $ 53,180

Note: The applicable tax rates of the Company for the years ended December 31, 2019 and
2018 were both 20%.

C. Amounts of deferred tax assets or liabilities as a result of temporary differences and tax losses

are as follows:
Year ended December 31, 2019

Recognised
in other
Recognised in comprehensive
January 1 profit or loss income December 31
Deferred tax assets:
Temporary differences:
- Currency translation differences $ 22,178 $ - % 535 $ 22,713
- Unused compensated absences 1,591 ( 86) - 1,505
- Allowance for inventory valuation losses 5,245 ( 1,300) - 3,945
- Effects of IFRS 16 - 22 - 22
Tax losses 70,588 ( 2,690) - 67,898
99,602 ( 4,054) 535 96,083
Deferred income tax liabilities:
Temporary differences:
- Gain on overseas investments accounted
for using equity method ( 146,822) ( 29,735) - ( 176,557)
- Prepaid pension ( 3,721) 25 ( 265) ( 3,961)
- Unrealised ( 17) 17 - -
- Others exchange gain ( 570) - - ( 570)
( 151,130) ( 29,693) ( 265) ( 181,088)
$ 51,528) ($ 33,747) $ 270 ($ 85,005)
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Deferred taxassets:
Temporary differences:
- Currency translation differences
- Unused compensated absences

- Allowance for inventory valuation losses
Tax losses

Deferred income tax liabilities:

Temporary differences:
- Amount of allowance for bad debts that
exceed the limit for tax purpose
- Gain on overseas investments accounted
for using equity method
- Prepaid pension
- Unrealised exchange gain

Year ended December 31, 2018

Recognised in

Recognised
in other
comprehensive

January 1 profit or loss income December 31

$ 14598 $ - $ 7580 $ 22,178
1,349 242 1,501

2,331 2,914 5,245

60,000 10,588 70,588

78,278 13,744 7,580 99,602

( 485) ( 85) - ( 570)
( 88,925) ( 57,897) - ( 146,822)
( 3,170) ( 513) ( 38) ( 3,721)
- ( 17) - ( 17)

( 92,580) ( 58,512) ( 38) ( 151,130)
$ 14,302) ($ 44,768) $ 7,542 ($ 51,528)

D. Expiration dates of unused tax losses and amounts of unrecognised deferred tax assets are as

follows:

December 31, 2019

Deferred tax

Year incurred Loss amount  Unused amount assets Expiry year
2012 - filed $ 76,054 $ 49425 $ - Year ended December 31, 2022
2013 - filed 179,387 179,387 - Year ended December 31, 2023
2016 - filed 193,284 193,284 82,603  Year ended December 31, 2026
2017 - assessed 256,889 256,889 256,889  Year ended December 31, 2027
$ 858929 $ 678985 $ 339,492

December 31, 2018

Deferred tax

Year incurred Loss amount ~ Unused amount assets Expiry year
2009 - filed $ 127502 $ 52435 $ - Year ended December 31, 2019
2011 - filed 25813 25,813 - Year ended December 31, 2021
2012 - filed 76,054 76,054 - Year ended December 31, 2022
2013 - filed 179,387 179,387 - Year ended December 31, 2023
2016 - filed 193,284 193,284 174,032 Year ended December 31, 2026
2017 - assessed 256,889 256,889 256,889  Year ended December 31, 2027
$ 858929 $ 783,862 $ 430,921
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E. The amounts of deductible temporary difference that are not recognised as deferred tax assets

income are as follows:
December 31, 2019 December 31, 2018

Deductible temporary differences $ 1,010,697 $ 932,477

The above deductible temporary differences mainly refer to asset impairment and unrealised
investment loss.

F. The Company has no unrecognised taxable temporary differences associated with investment
in subsidiaries as deferred tax liabilities for the years ended December 31, 2019 and 2018.

G. The Company’s income tax returns through 2016 have been assessed and approved by the Tax
Authority.

H. Under the amendments to the Income Tax Act which was promulgated by the President of the
Republic of China in February 2018, the Company’s applicable income tax rate was raised
from 17% to 20% effective from January 1, 2018. The Company has assessed the impact of the

change in income tax rate.

(27) Earnings per share

Year ended December 31, 2019

Weighted average

number of ordinary

shares outstanding Earnings per
Amount after tax  (shares in thousands)  share (in dollars)

Basic earnings per share
Profit attributable to ordinary shareholders of
the parent $ 366,750 167,800 $ 2.19
Diluted earnings per share
Profit attributable to ordinary shareholders of

the parent $ 366,750 167,800
Assumed conversion of all dilutive potential

ordinary shares - employees’ compensation - 142

- Employee stock options - 5,000

- Restricted stocks - 64

Profit attributable to ordinary shareholders of
the parent plus assumed conversion of all
dilutive potential ordinary shares $ 366,750 173006 $ 2.12
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Year ended December 31, 2018

Weighted average

number of ordinary

shares outstanding Earnings per
Amount after tax  (shares in thousands)  share (in dollars)

Basic earnings per share

Profit attrioutable to ordinary shareholders of
the parent 168,496 167800 $ 1.00

Diluted earnings per share

Profit attributable to ordinary shareholders of

the parent $ 168,496 167,800
Assumed conversion of all dilutive potential

ordinary shares - employees’ compensation - 124

- Employee stock options - 1,000

Profit attributable to ordinary shareholders of
the parent plus assumed conversion of all

dilutive potential ordinary shares 168,496 168924 $ 1.00

(28) Operating leases (lessor/ lessor)

Prior to 2019

A.The Company leases offices, plant and equipment to others under non-cancellable operating
lease agreements. The lease term is between 1 and 3 years. The Company recognised rental
revenue amounting to $10,635 for these leases in profit or loss for the year ended December 31,
2018. The future aggregate minimum lease receivables under non-cancellable operating leases

are as follows:
December 31, 2018

Not later than one year $ 5,440
Later than one year but not later than five years 406
$ 5,846

. The Company leases its staff dormitory and plant under non-cancellable operating lease
agreements. The lease term is between 1 and 10 years. The Company recognised rental
expenses of $3,643 for these leases in profit or loss for the year ended December 31, 2018. The

future aggregate minimum lease payments under non-cancellable operating leases are as

follows:

December 31, 2018
Not later than one year $ 3,228
Later than one year but not later than five years 12,133
Later than 5 years 3,500

$ 18,861
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(29) Supplemental cash flow information

Investing activities with partial cash payments
Years ended December 31,

T 2019 T 2018
Purchase of property, plant and equipment $ 61,660 $ 68,106
Add: Opening balance of payable on equipment 21,899 29,968
Less: Ending balance of payable on equipment ( 13,121) ( 21,899)
Cash paid during the year $ 70,438 $ 76,175
(30) Changes in liabilities from financing activities
(current portion) -related parties borrowings (current portion) and bills payable Total

At January 1 $ 17542  $ - $ 713,787  $ 295,000  $ - $ 1,026,329
Proceeds fromdebt - 31,611 5,559,334 280,000 240,000 6,110,945
Repayment for borrowings - - ( 5,272,283) ( 295,000) ( 140,133) ( 5,707,416)
Repayment of principal portion

of lease liabilities ( 2,737) - - - - |( 2,737)
At December 31 $ 14805 $ 31611 $ 1,000,838 $ 280,000 $ 99,867 $ 1427121

Year ended December 31,2018
Long-term
Lease liability Other payables Short-term borrowings Short-termnotes
(current portion) -related parties borrowings (current portion) and bills payable Total

At January 1 $ - $ - $ 786,240 $ 325,000  $ - $ 1,111,240
Proceeds fromdebt - - 5,090,231 - - 5,090,231
Repayment for borrowings - - ( 5,162,684) ( 30,000) - ( 5,192,684)
At December 31 $ - 8 - 3 713,787  $ 295,000 $ - $ 1,008,787

(31) Business combinations

A. In May 2019, the Group acquired 40% of the share capital of Castle Rock Inc. for $123,590
and obtained the control over Castle Rock Inc. as the Company has two directors out of three
in its Board, this company is the Taiwan branch of the US brand, CalDigit, and the expansion
of its brand and its market covers the US, Europe, Japan, Asia Pacific and Mainland China.
As a result of the acquisition, the Group is expected to increase its presence in these markets. It
also expects to reduce costs through economies of scale.

B. The following table summarises the consideration paid for Castle Rock Inc. and the fair values
of the assets acquired and liabilities assumed at the acquisition date, as well as the
non-controlling interest’s proportionate share of the recognised amounts of acquiree’s
identifiable net assets at the acquisition date:
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May 31, 2019

Purchase consideration

Cash $ 123,590
Equity instruments 131,838
255,428
Fair value of the identifiable assets acquired and liabilities assumed

Cash 32,232
Accounts receivable 5,239
Accounts receivable - related parties 136,009
Other receivables 2,473
Inventories 14,355
Prepayments 11,147
Other current assets 188
Property, plant and equipment 2,375
Other non-current assets 579
Intangible assets 180,822
Short-term loans ( 15,075)
Contract liabilities ( 10)
Notes payable ( 1,909)
Accounts payable ( 4,951)
Accounts payable - related parties ( 105,315)
Other payables ( 1,153)
Other current liabilities ( 162)
Other non-current liabilities ( 950)
Deferred income tax liabilities ( 36,164)
Total identifiable net assets 219,730
Goodwill $ 35,698

C. Net cash used in acquiring subsidiaries:

Years ended December 31,

r L4

2019 2018
Total consideration paid for acquiring subsidiaries $ 123,590 $ -
Less: Cash balance of subsidiaries acquired ( 32,232) -
Cash paid for acquiring subsidiaries $ 91,358 $ -

D. Fair value of the identifiable intangible assets acquired (including goodwill and trademarks) is

$180,822.

7.RELATED PARTY TRANSACTIONS

(1) Parent and ultimate controlling party

The parent of the Company is ICT-Lanto Limited (incorporated in Hong Kong). The ultimate

parent of the Company is Luxshare Precision Industry Co., Ltd. (incorporated in People's Republic

of China).
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(2) Names of related parties and relationship

Names of related Relationship with the
parties Company
Luxshare Precision Industry Co., Ltd. Ultimate parent
Luxshare-Ict Co.,Ltd.(Taiwan) Fellow company
Luxshare Electronic Technology (Kunshan) Fellow company

Ltd.

Suining Luxshare Precision Industry Co., Ltd. Fellow company

Wan'an Xiexun Electroinc Co., Ltd Fellow company
Bozhou Lanto Electronic Ltd. Fellow company
Luxshare Precision Ltd. Fellow company
Dongguan XunTao Electronic Co., Ltd. Fellow company
Xiexun Electronic (Jian) Co., Ltd. Fellow company
ASAP Technology (Jiangxi) Co., Ltd. Fellow company

Shenzhen Luxshare Acoustics Technology Ltd. Fellow company

Luxshare Automation (Jiangsu) Ltd. Fellow company
Lanto Electronic Ltd. (Kunshan) Fellow company
Luxshare-ICT (Vietnam) Ltd. Fellow company
Korea Luxshare-ICT Co., Ltd. Fellow company
Zhuhai Kinwong Flexible Circuit Co., Ltd. Fellow Company (the ultimate parent of the

(formerly Zhuhai All-Winner Fpc Co., Ltd.) Company reduced its ownership of the company
to 49% on December 4, 2018, therefore, the
ultimate parent of the Company only has

significant influence over the company).

Caldigit Inc. (Caldigit US) The company controlled by the directors of the
subsidiary

Caldigit UK Ltd. (Caldigit UK) The company controlled by the directors of the
subsidiary

Reel Mask Industry Co., Ltd. Associates

Speedtech Energy Co., Ltd Associates

Dongguan Leader Precision Industry Co., Ltd ~ Subsidiary
Luxshare Precision Accessory(Kunshan) Ltd ~ Subsidiary
Shen Zhen Speed Tech Electronics Co., Ltd Subsidiary
Toyoshima Corporation (M) Sdn.Bhd. Subsidiary
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Names of related Relationship with the

parties Company

Castle Rock Inc. (Castle Rock Inc.) Subsidiary

Speedtech (Hk) Co., Limited (Speedtech (HK)) Subsidiary

Speedtech (Ls-Ict) Co., Limited (Ls-Ict) Subsidiary

All directors, general managers and major The Company’s key management and governance
management

(3) Significant related party transactions

A. Sales transactions

(a) Operating revenue

Details of the Company selling goods to related parties are as follows:

Years ended December 31,
r

2019 2018

Fellow companies $ 188,907 $ 140,729
Subsidiary-Castle Rock Inc. 169,870 -
Subsidiary-others 26,835 48,297
Other related parties 169,806 -
Associates 58 55
Ultimate parent 47,638 56,156

$ 603,114 $ 245,237

(b) Accounts receivable

Details of accounts receivable arising from related party transactions are as follows:
December 31, 2019 December 31, 2018

Fellow companies $ 88,368 $ 57,942
Subsidiary-Castle Rock Inc. 101,833 -
Subsidiary-others 4,654 14,094
Other related parties 85,752 -
Ultimate parent 23,340 25,120

$ 303,947 $ 97,156

Goods are sold based on the price lists in force and terms that have no significant difference
with third parties. The credit term to related parties is 90 to 120 days after monthly billings,
and the credit term to third parties is 30 to 150 days after monthly billings.

B. Purchase/processing transactions

(a) Purchases and processing costs

Details of purchasing and contracted processing from related parties are as follows:
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Years ended December 31,

- 2019 ( 2018
Purchase of goods and materials and supplies:
Fellow companies $ 209,035 $ 90,410
Subsidiary-Dongguan Leader Precision Industry
Co., Ltd. 954,963 902,577
Subsidiary - others 31,935 121
Ultimate parent 928 -
Contracted processing:
Associates 28,498 37,863
$ 1,225,359 $ 1,030,971

(b) Accounts payable

Details of accounts payable arising from related party transactions are as follows:
December 31, 2019 December 31, 2018

Fellow companies $ 65,329 $ 42,112

Subsidiary-Dongguan Leader Precision Industry

Co., Ltd. 261,406 299,043

Subsidiary-others 54,942 36,842

Associates 11,989 14,650

Ultimate parent 896 -
$ 394,562 $ 392,647

Purchases are based on the price lists in force and terms that have no significant difference with
third parties. The payment term to related parties is 90 to 120 days after monthly billings,
and payment term to third parties is 30 to 120 days after monthly billings.

. Property transactions

(a) Sales of property

Details of proceeds from and gain (loss) on disposal of property, plant and equipment to related

parties are as follows:

Years ended December 31,

r

2019 2018
Gain/(loss) Gain/(loss)
Selling price on disposal Selling price on disposal
Fellow companies-Luxshare
Electronic Technology (Kunshan)
Ltd. $ - $ - $ 13076 $ 1,056
Fellow companies-Luxshare-Ict
(Vietnam) Ltd. 7,027 2,100 23,779 1,926
Subsidiary-Dongguan Leader
Precision Industry Co., Ltd. - - 7,265 2,129
$ 7027 $ 2100 $ 44120 $ 5111

The unrealised gains or losses on disposal of machinery to subsidiaries have been eliminated

based on IFRS. The Company recognised realised gains or losses of property, plant and
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equipment by year according to its benefit period. As of December 31, 2019 and 2018, the
balance of accumulated unrealised amount was $1,448 and $1,655 (shown as a deduction of

‘investments accounted for using equity method’).
(b) Other receivables

Details of other receivables arising from sales of property, plant and equipment to related
parties are as follows:
December 31, 2019 December 31, 2018
Subsidiary-Luxshare-Ict (Vietnam) Ltd. $ 1,791 $ 19,453

D. Leasing of plant and sales of samples

(a) Other income

Details of other income arising from leasing of plant and sales of samples to related parties are

as follows:

Years ended December 31,

’ 2019 ’ 2018
Fellow companies- Luxshare-Ict Co., Ltd. (Taiwan) $ 5320 $ 8,286
Fellow companies-Others 502 4,516
Subsidiary 1,929 107
Associates 2,560 3,075
Ultimate parent 197 1,988
$ 10,508 $ 17,972

Rent of the plant is made based on mutual agreement, and is collected monthly.
(b) Other receivables

Details of other receivables arising from above related party transactions are as follows:
December 31, 2019 December 31, 2018

Fellow companies-Luxshare Ict Co.,

Ltd. (Taiwan) $ 1,342 $ 1,552
Fellow companies-others - 59
Subsidiary 198 67
Associates 463 282
Ultimate parent 195 118

$ 2,198 $ 2,078

E. Advisory consulting transaction

(a) Other income

The details of other income arising from providing product technology advisory consulting and
supporting services to related parties are shown as follows:
Years ended December 31,
r L

2019 2018
Subsidiary -Toyoshima Corporation (M) Sdn. Bhd. $ 12,566 $ 13,340

(b) Other receivables

Details of other receivables arising from above related party transactions are as follows:
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December 31, 2019 December 31, 2018

Subsidiary - Toyoshima Corporation (M) Sdn.
Bhd. $ 8,141 $ 6,811

F. Electroplating processing/samples provided

(a) Other expenses

The details of other expenses arising from electroplating processing and samples provided by

the related parties are shown as follows:

Years ended December 31,
r r

2019 2018
Fellow companies $ 457 $ -
Associates 6 33
$ 463 $ 33

(b) Other payables

The details of other payables arising from the above related party transactions are as follows:
December 31, 2019 December 31, 2018
Fellow companies $ 28 3 -

G. Reinvestment transaction

(a) Dividend income (shown as deduction in investment accounted for using equity method)

Details of dividend income arising from investment in subsidiaries and associates are as

follows:
Years ended December 31,
’ 2019 f 2018
Subsidiary-Toyoshima Corporation (M) Sdn. Bhd. $ 76,917 $ -
Associates-Reel Mask Industry Co., Ltd. 37,735 22,197
$ 114652 $ 22,197
(b) Other receivables

As of December 31, 2019 and 2018, there are no other receivables arising from dividend

income distributed from investing in associates.

(c) Capital increase to subsidiaries

Number of trading Transaction Year ended
List item shares (in shares) target December 31, 2019
Subsidiary-Speedtech Investment using the
(HK) equity method 3,677 Common stock $ 114,065

Capital increase to subsidiaries for the year ended December 31, 2018: None.

H. Transactions of collections and payments on behalf of others

On December 31, 2019 and 2018, the Company’s other receivables arising from payments on

behalf of subsidiaries regarding business were both $37.

1. Other transactions/other current liabilities

On December 31, 2019 and 2018, the advance receipts (shown as other current liabilities) from

associates were both $1,000.
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J. Transactions of loans to/from others/other payables

The details of other payables arising from loan from related parties due to operational needs are

as follows:
Year ended December 31, 2019

Maximum Ouitstanding Total interest
balance balance Annual rate expense
Subsidiary-Speedtech (Ls-Ict)
Co., Limited $ 31611 $ 31,611 0% $ -

For the year ended December 31, 2018: None.

K. Transactions of endorsements/guarantees

The information on endorsements/guarantees provided for subsidiaries is provided in Note
13(1).

(4) Key management compensation

Years ended December 31,
r F

2019 2018
Salaries and other short-term employee benefits $ 5451 $ 6,979
Post-employment benefits 268 286
$ 5719 $ 7,265
8.PLEDGED ASSETS
The Company’s assets pledged as collateral are as follows:
Book value
Pledged asset December 31, 2019 December 31, 2018 Purpose
Financial assets at amortised $ 3,000 $ 3,000 Guarantee for customs
cost-restricted cash in duty, short-term bank
banks borrowings and bank's
acceptance bill
Property, plant and 689,478 683,189 Guarantee for short and
equipment, Investment long-term bank borrowings
$ 692,478 $ 686,189

9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNISED CONTRACT
COMMITMENTS

(1) Contingencies
None.
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(2) Commitments

A. Capital expenditure contracted for at the balance sheet date but not yet incurred is as follows:
December 31, 2019 December 31, 2018
Purchase of property, plant and equipment $ 29,401 $ 68,115

B. Information on the future aggregate minimum lease payments receivable and payable under

non-cancellable operating leases is provided in Note 6(28).

C. Information on the Company providing endorsements/ guarantees to subsidiaries is provided in
Note 13(1).

10. SIGNIFICANT DISASTER LOSS

None.

11. SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DATE

(1) Details of the appropriation of 2019 earnings as resolved by the Board of Directors on March 20,
2020 are provided in Note 6(18).

(2) Due to the outbreak of COVID-19 pandemic in People’s Republic of China in January 2020, the
China government implemented various COVID-19 preventions which impacted the production
of subsidiaries in Mainland China as the workdays were decreased. The Company adopted
relevant responses to keep close contact with customers and suppliers, strengthen staff health
management and continually focus on the situation of the pandemic to reduce the impact on
operations. The subsidiaries in Mainland China resumed their work in mid-February 2020,
however the actual degree of impact still depends on the subsequent developments related to
the COVID-19 pandemic.

12. OTHERS

(1) Capital management

The Company’s objectives when managing capital are to safeguard the Company’s ability to
continue as a going concern in order to provide returns for shareholders and to maintain an
optimal capital structure to reduce the cost of capital. In order to maintain or adjust the capital
structure, the Company may adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares or sell assets to reduce debt. The Company monitors capital on

the basis of the debt-asset ratio. This ratio is calculated as total liabilities divided by total assets.

During the year ended December 31, 2019, the Company’s strategy was unchanged from 2018.
The debt-asset ratio at December 31, 2019 and 2018 was 50% and 47%, respectively.

(2) Financial instruments

A. Financial instruments by category
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December 31, 2019 December 31, 2018

Financial assets
Financial assets at amortised cost

Cash and cash equivalents $ 497,064 $ 174,712
Financial assets at amortised cost 3,000 3,000
Accounts receivable, net 678,212 593,825
Accounts receivable-related parties 303,947 97,156
Other receivables 9,210 6,872
Other receivables-related parties 12,167 28,379
Other non-current assets-refundable deposits 588 588

$ 1,504,188 $ 904,532

December 31, 2019 December 31, 2018

Financial liabilities
Financial liabilities at amortised cost

Short-term borrowings $ 1,000,838 $ 713,787
Short-term notes and bill payable 99,867 -
Notes payable - 362
Accounts payable 233,149 99,136
Accounts payable - related parties 394,562 392,647
Other payables 122,532 120,016
Other payables-related parties 31,639 -
Long-term borrowings (including current
portion) 280,000 295,000
Other non-current liabilities- refundable
deposits - 300
$ 2,162,587 $ 1,621,248
Lease liability (current/non-current) $ 14805 $ -

B. Financial risk management policies

(a) The Company’s activities expose it to a variety of financial risks: market risk (including
foreign exchange risk, price risk and interest rate risk), credit risk and liquidity risk. The
Company’s entire risk management policies focus on unpredictable matters in financial
market and reducing the potential negative effects on the Company’s financial condition

and financial performance.

(b) Risk management is carried out by a central treasury department (Group treasury) under
policies approved by management. Group treasury identifies, evaluates and hedges
financial risks in close co-operation with the Company’s operating units. Management
provides principles for overall risk management, as well as policies covering specific
areas and matters, such as foreign exchange risk, interest rate risk, credit risk, use of
derivative financial instruments and non-derivative financial instruments, and investment

of excess liquidity.

C. Significant financial risks and degrees of financial risks
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(a) Market risk

1. Exchange rate risk

(i) The Company operates internationally and is exposed to exchange rate risk arising
from the transactions of the Company and its subsidiaries used in various functional
currency, primarily with respect to the USD and RMB. Exchange rate risk arises from

future commercial transactions and recognised assets and liabilities.
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(i1) Management has set up a policy to manage their foreign exchange risk against their

functional currency. The companies hedge their entire foreign exchange risk

exposure with group treasury. Foreign exchange risk arises when future commercial

transactions or recognised assets or liabilities are denominated in a currency that is

not the entity’s functional currency.

(i) The Company’s businesses involve some non-functional currency operations (the

Company’s functional currency: NTD ) The information on assets and liabilities

denominated in foreign currencies whose values would be materially affected by the

exchange rate fluctuations is as follows:

(Foreign currency: functional
currency)

Financial assets
Monetary items
USD:NTD
Investments accounted for using

equity method
MYR:NTD

RMB:NTD
Financial liabilities

Monetary items
USD:NTD

(Foreign currency: functional
currency)

Financial assets
Monetary items
USD:NTD
Investments accounted for using

equity method
MYR:NTD

RMB:NTD
Financial liabilities

Monetary items
USD:NTD
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December 31,

2019
Foreign currency
amount Book value
(In Exchange rate
thousands) (NTD)
$ 45,787 30.043 $ 1,375,579
15,185 7.033 106,795
338,033 4314 1,458,274
25,627 30.043 769,912
December 31,
2018
Foreign currency
amount Book value
(In Exchange rate
thousands) (NTD)
$ 25,758 30.722 $ 791,337
23,177 7.112 164,834
247,488 4.470 1,106,272
21,991 30.722 675,608



(iv)The total exchange (loss) gain, including realised and unrealised arising from
significant foreign exchange variation on the monetary items held by the Company
for the years ended December 31, 2019 and 2018, amounted to ($16,745) and $2,262,

respectively.

(v) Analysis of foreign currency market risk arising from significant foreign exchange

variation:

(Foreign currency: functional
currency)

Financial assets
Monetary items
USD:NTD

Financial liabilities

Monetary items
USD:NTD

(Foreign currency: functional
currency)

Financial assets
Monetary items
USD:NTD

Financial liabilities

Monetary items
USD:NTD

1i. Price risk

Year ended December 31, 2019

Sensitivity analysis

Effect on other

Degree of Effect on comprehensive
profit or loss income (loss)
variation
1% $ 13,756 $ -
1% ( 7,699) -
Year ended December 31, 2018
Sensitivity analysis
Effect on other
Degree of Effect on comprehensive
profit or loss income (loss)
variation
1% $ 7913 § -
1% ( 6,756) -

The Company did not invest in equity instruments, therefore, no significant price risk
arising from investments in equity instruments.
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1i1. Cash flow and fair value interest rate risk

(1) The Company’s interest rate risk arises from long-term and short-term borrowings
as well as short-term notes and bills payable. Borrowings issued at fixed rates
expose the Company to fair value interest rate risk. The Company analyses its
interest rate exposure on a dynamic basis. Various scenarios are simulated taking
into consideration refinancing, renewal of existing positions, alternative financing
and hedging. Based on these scenarios, the Company calculates the impact on profit
and loss of a defined interest rate shift. Such scenarios only used in significant
liability positions which bear interests in order to control the maximum loss limited
under the ceiling made by management.

(i1) At December 31, 2019 and 2018, if interest rates on borrowings had been 0.1%
higher/lower with all other variables held constant, post-tax profit for the years
ended December 31, 2019 and 2018 would have been $1,381 and $1,009
lower/higher, respectively, mainly as a result of higher/lower interest expense on
interest rate changes.

(b) Credit risk

1. Credit risk refers to the risk of financial loss to the Company arising from default by the
clients or counterparties of financial instruments on the contract obligations. The main
factor is that counterparties could not repay in full the accounts receivable based on the
agreed terms.

ii. The Company manages their credit risk taking into consideration the entire group’s
concern. According to the Company’s credit policy, each local entity in the Company is
responsible for managing and analysing the credit risk for each of their new clients
before standard payment and delivery terms and conditions are offered. Internal risk
control assesses the credit quality of the customers, taking into account their financial
position, past experience and other factors. Individual risk limits are set based on
internal or external ratings in accordance with limits set by management. The utilisation
of credit limits is regularly monitored.

iil. In accordance with the historical experience, if the contract payments were past due
over 30 days based on the terms, there has been a significant increase in credit risk on

that instrument since initial recognition.

iv. The Company adopts historical collection expeirence, the default occurs when the
contract payments are past due over 180 days.

v. The Company classifies customers’ accounts receivable in accordance with credit rating
of customer. The Company applies the simplified approach using loss rate methodology

to estimate expected credit loss under the provision matrix basis.
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vi. The Company will continue executing the recourse procedures to secure their rights for

the defaulted financial assets. The Company wrote-off the financial assets, which

cannot be reasonably expected to be recovered, after initiating recourse procedures.

vii. The Company used the forecastability referring to reference rate made by financial

services industry to adjust historical and timely information to assess the default

possibility of notes and accounts receivable (including related parties). As of

December 31, 2019 and 2018, the loss rate methodology is as follows:

Uptol1-30  31-90 days 91-180 days Over 180
Not past due _days past due past due —EEE
days Total
December 31, 2019
Expected loss rate 0.01% 0.01% 0.01% 100%
Total book value $ 956,650 $ 26,256 $ 935 $ -3 983,841
Loss allowance $ 1,636 $ 45 % 18 -3 1,682
Uptol-30 31-90days  91-180 days
Over 180
Not past due _days past due past due
days Total
December 31, 2018
Expected loss rate 0.22% 2.48% 5.03% 100%
Total book value $ 672,968 $ 6,043 $ 7,100 $ 4,076 $ 692,663
Loss allowance $ -3 -3 63 990 $ 1,682

viil. Movements in relation to the Company applying the simplified approach to provide

loss allowance for accounts receivable are as follows:

At January 1
Provision for impairment
At December 31

At January 1_1AS 39
Adjustments under new standards
At January 1_IFRS 9

Provision for impairment

At December 31
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Year ended
December 31, 2019

Accounts receivable

$ 1,682
$ 1,682
Year ended

December 31, 2018

Accounts receivable

$ 6
6

1,676

$ 1,682




(c) Liquidity risk

i. Cash flow forecasting is performed in the operating entities of the Company and
aggregated by Group treasury. Group treasury monitors rolling forecasts of the
Company’s liquidity requirements to ensure it has sufficient cash to meet operational
needs while maintaining sufficient headroom on its undrawn committed borrowing
facilities at all times. Such forecasting takes into consideration the Company’s debt
financing plans, covenant compliance, compliance with internal balance sheet ratio
targets.

it. Surplus cash held by the operating entities over and above balance required for working
capital management are transferred to the Group treasury. Group treasury invests
surplus cash in interest bearing deposits, choosing instruments with appropriate
maturities or sufficient liquidity to provide sufficient head-room as determined by the
above-mentioned forecasts.

ii1. The Company has the following undrawn borrowing facilities:
December 31, 2019 December 31, 2018

Floating/fixed rate:
Expiring within one year $ 1,316,135 $ 1,237,587

Note: The facilities expiring within one year are annual facilities subject to review at

various dates during 2020.

iv. The Company has no derivative financial liabilities and the table below analyses the
Company’s non-derivative financial liabilities based on the remaining period at the
balance sheet date to the contractual maturity date. Except for those maturing within a
year whose contractual undiscounted cash flows approximate to the amount presented
in the balance sheet, the remaining contractual undiscounted cash flows of

non-derivative financial liabilities are disclosed in the table below:

Between 1

December 31, 2019 Less than 1 year and 5 years Over 5 years Total
Nonderivative financial liabilities

Long-term borrowings $ 32,862 $ 257,740 $ - % 290,602

(including current portion)

Lease liability (including current 3,000 12,000 500 15,500

and non-current)

Between 1

December 31, 2018 Less than 1 year and 5 years Over 5 years Total

Nonderivative financial liabilities

Long-term borrowings $ 298,206 $ - $ - % 298,206
(including current portion)
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(3) Fair value information

A. The Company has no significant financial instrument measured at fair value. Therefore, the

B.
C.

fair value valuation technique has no significant effects on the Company.
Fair value information of investment property at cost is provided in Note 6(8).
Financial instruments not measured at fair value.

The carrying amounts of financial instruments not measured at fair value including cash and
cash equivalents, financial assets at amortised cost, net accounts receivable (including related
parties), other receivables (including related parties), other current assets-restricted deposit,
other non-current assets-guarantee deposits paid, short-term borrowings, notes payable,
accounts payable (including related parties), other payables (including related parties),
long-term borrowings (including current portion) and other non-current liabilities-guarantee

deposits received are approximate to their fair values.

13. SUPPLEMENTARY DISCLOSURES

(1) Significant transactions information

A.
B.
C.

Loans to others: Please refer to table 1.
Provision of endorsements and guarantees to others: Please refer to table 2.

Holding of marketable securities at the end of the period (not including subsidiaries,

associates and joint ventures): Please refer to table 3.

. Acquisition or sale of the same security with the accumulated cost exceeding $300 million or

20% of the Company's paid-in capital: Please refer to able 4.

E. Acquisition of real estate reaching NT$300 million or 20% of paid-in capital or more: None.

e

H.

Disposal of real estate reaching NT$300 million or 20% of paid-in capital or more: None.

. Purchases or sales of goods from or to related parties reaching $100 million or 20% of paid-in

capital or more: Please refer to table 5.

Receivables from related parties reaching $100 million or 20% of paid-in capital or more:

Please refer to table 6.

I. Trading in derivative instruments undertaken during the reporting periods: None.

J. Significant inter-company transactions during the reporting periods: Please refer to table 7.

(2) Information on investees

Names, locations and other information of investee companies (not including investees in
Mainland China) : Please refer to table 8.

(3) Information on investments in Mainland China

A. Basic information: Please refer to table 9.

B.

Significant transactions, either directly or indirectly through a third area, with investee
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companies in the Mainland Area: Please refer to table 10.

14. SEGMENT INFORMATION

None.
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6. For the recent year as of the date of the annual report had been printed, if the company and its
affiliated companies have encountered any difficulty of financial turnover, it shall indicate its impact on
the company’s financial status: None.

7. Financial Status, Financial Performance, and Examination as
well as Analysis of Risks Issues

1. Financial Status
Financial Status Comparison Analysis Table

Unit: NT$ Thousand
Year Difference
tem 2018 2019 AUt %

Current Assets 3,566,332 6,617,518 3,051,186 85.56
Non-Current Assets 2,529,673 3,496,713 967,040 38.23
Total Assets 6,096,005 10,114,231 4,018,226 65.92
Current Liability 3,164,971 5,927,320 2,762,349 87.28
Non-Current Liability 166,745 493,655 326,910 196.05
Total Liability 3,331,716 6,420,975 3,089,259 92.72

Capital Share 1,678,000 1,696,450 18,450 1.10
Capital Reserve 76,815 206,483 129,668 168.81
Retained Earnings 334,050 701,781 367,731 110.08
Other Equity -93,208 -199,806 -106,598 114.37
Non-Control Equity 768,632 1,288,348 519,716 67.62
Total Equity 2,764,289 3,693,256 928,967 33.61

Total Liability and Equity | 6,096,005 10,114,231 4,018,226 65.92

The analysis and explanation of the previous and late changes of more than 20%, and the amount of
change reaches NT$ 10 million, is as follows:

In the current period, the increased changes of every item is due to the new-added consolidated
financial status of Luxshare-ICT.

2. Financial Performance

(1) Financial performance comparison analysis
Unit: NT$ thousand

Year Increased
Item 2018 2019 (Decreased) | Change Ratio (%)
Amount Amount Amount
Net operating income 5,133,422 11,260,075 6,126,653 119.35
Operating cost -4,083,487 -9,357,558 -5,274,071 129.16
Operating gross profit 1,049,935 1,902,517 852,582 81.20
Operating expenditures -726,953 -1,054,752 -327,799 45.09
Operating profit 322,982 847,765 524,783 162.48
Non-operating income and ] ]
expenditures 110,861 22,000 88,861 80.16
Net profit before tax
(net loss) . 433,843 869,765 435,922 100.48
Income tax expenditures -124,249 -216,711 -92,462 74.42
Current net profit
(net loss) 309,594 653,054 343,460 110.94
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The analysis and explanation of the previous and late changes of more than 20%, and the amount of
change reaches NT$ 10 million, is as follows:

1.0Operating Income:
The operating income of the first quarter of 2020 and the 2019 increased by NT$6.126
billion compared to the same period of the previous year. The main reason was that Speed
Tech Corp actively expanded its business and won more orders from major customers. The
products were smoothly introduced into customers and the revenue increased. Among them,
the subsidiary, Luxshare-1CT began its operations in May, 2018; therefore, its operation
performance has affected the operating revenue.
2. Operating gross profit
The operating margin of the first quarter of 2020 and 2019 increased by NT$852 million
compared to the same period of the previous year, which was mainly due to the increase in
operating income.
3. Operating profits:
The operating profits of the first quarter of 2020 and 2019 increased by NT$524 million
compared to the same period of last year. Although every operating expenditure has
increased, operating income has dramatically grown, which makes the operating profits
respectively increased compared to the same period of last year.
4. Net profit before tax:
The operating net profit before tax of the first quarter of 2020 increased by NT$436 million
compared to the same period of last year. Although non-operating profits and expenses
decreased by NT$ 88 million compared to the same period of the previous year (mainly due
to the liquidation of Second-tier subsidiary’s losses and the impact of disposing of idle
equipment,), the net profit before tax for the current period has increased compared to the
same period of the previous year due to the substantial increase in revenue.
(2) Expected sales volume and its basis, possible impact on the company's future financial business,
and the corresponding plan:
The company has no public financial predictions; instead, it only sets internal targets based on the
industrial environment and market supply and demand conditions and the company's operating
conditions. The company will continue to invest more resources in technological innovation,
quality improvement and lower manufacturing costs to achieve profit goals.

3. Cash Flow

(1) The analysis of the change of cash flow for the recent two years:
Unit: NT$ thousand

Increased
Item 2018 2019 (Decreased) Ratio
%
Cash flow ratio (%) 8.32 7.52 (10)
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Cash flow adequacy ratio 56.00

(%) 46.70 (17)
i i 7.54

Cash flow reinvestment ratio 9.1 99

(%)

Analysis of the increase and decrease of the ratio of changes:

1. The 2019 cash flow ratio and cash reinvestment ratio decreased compared to 2018 was mainly
due to the increase in the increase equipment, inventory, and other expenses of the Company,
which causes the decline in the capability of cash generated by operating activities to payback
short-term liabilities.

2. The increase in cash reinvestment ratio is mainly due to the demand of the Company to support
asset replacement and business growth. The increase in operation funds was due to the ratio of
reinvesting funds from business into assets.

(2) Improvement plan for insufficient liquidity: Although the cash flow ratio of the Company has
decreased slightly, its profitability has increased substantially, causing a little financial risk in
debt operations; therefore, the Company has no lack of liquidity.

(3) Cash flow analysis for the upcoming year:

Unit: NT$
thousand
Estimated net Estimated Remedial measures for
Cash balance | cash flow from Estimated | amount of cash estimated cash shortfalls
at the operating annual cash surplus Investment
beginning(1) |activities for the | outflow (3) | (insufficiency) Financial plan
whole year (2) (+@)-3) | Pan
$ 833,003 $1,020,743 $ 665,572 $1,188,174 - -

1. Analysis of changes in cash flow in the upcoming year:
A. It is estimated that the net cash flow from operating activities for the whole year is
mainly due to the estimated growth in operating profit in the coming year.
B. The whole year cash outflow is mainly due to the impact of net cash outflows from
investment activities and fundraising activities.
2. Remedial measures and liquidity analysis for expected cash shortfalls: None.

4. The impact of recent significant capital expenditures on financial operations: None.

5. Recent year's re-investment policy, the main reason for its profit or loss, improvement plan,
and investment plan for the next year :

(1) Re-investment policy: The management policy of the company's re-investment business is
complied with the relevant provisions of the internal control system, such as investment cycle
operations. In addition to regularly obtaining the financial information of the important
investment business, and if necessary, the investment company is required to provide relevant
supplementary information or send personnel to the field. Check and verify the management
of important investment projects in a timely and effective manner.
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(2) The main reason for the profit or loss of investment in recent years and the improvement plan:
The Company's 201 annual re-investment income was NT$ 96,193 thousand, which was
mainly due to the growth of the investment company's performance.

6. Analysis assessment of the following risks issues for the recent year as of the date of the annual
report had been printed:

(1) The impact of interest rates, exchange rate changes, and inflation on the company's profit and
loss and future corresponding measures:
1.Impact of the interest change:
(1) Impact on the company’s profit and loss:
The company’s 2019 interest expenditure was NT$ 39,098 thousand, which was
increased by NT$ 12,796 thousand compared to 2018 of NT$ 26,302 thousand, which
was mainly due to the impact of the interest change of the bank.
(2) Future corresponding measures of the company:
The company maintains a good credit relationship with the current bank. The risk of
interest rate changes of the company mainly comes from various long-term and
short-term liabilities. The company's borrowings are mainly used for operating
turnover, and the current strategy is to reduce the financial burden and will closely
observe the capital market, timely increase capital ratios to reduce interest rate risk,
and regularly collect information on interest rate changes to take appropriate response
measures in due course.
2. The impact of exchange rate changes on the company's profit and loss and future
corresponding measures:

The sales of the company's products are mainly foreign sales, the income of goods is all

denominated in US dollars; additionally, most of the purchase of raw materials mainly

uses US dollars. Accordingly, the exchange rate fluctuations have a certain degree of
impact on the company's profit.

The Net foreign currency exchange loss for the period was NT$ 8,981 thousand, and the

exchange rate risk is under control. The specific measures are as follows:

(1) Centralize the management of all US dollar deposits and future accounts receivable
and payable to US dollars, timely payment of foreign currency deposits or direct
foreign exchange income for foreign currency payments. It is also possible to borrow
from the bank to pay foreign currency payment in order to reduce the impact of
exchange rate changes on profit and loss and to achieve the effect of natural hedging.

(2) Establish a foreign exchange risk management system to improve exchange rate risk
management capabilities. The handling personnel shall pay attention to the exchange
rate trend at any time and fully grasp the exchange rate movement information and
estimate the exchange rate trend to increase the asset position of the strong currency
and the liability position of the weak currency.

(3) The Company has made prediction management and planning for the income and
expenditure of the US dollar. In addition, foreign currency accounts receivable
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financing will shorten the foreign currency account holding period to reduce
exchange rate risk.
3. The impact of inflation:
(1) Impact on the company's profit and loss
The company shall pay attention to the fluctuation of market prices at any time to
determine the procurement policy, and maintains a good interaction with suppliers and
customers, so there is no significant impact due to inflation.
(2) Future corresponding measures of the company:
In addition to paying attention to risk control, the current strategy also reduces the cost of
raw materials and increases the value-added products through continuous research and
development to reduce the impact of inflation on the price increase of raw materials.

(2) The main reasons for the high-risk, highly leveraged investment, capital loaning to others,
endorsement/guarantees, and financial derivatives transaction policies, profit or loss and
future response measures:
1.Policy:
The company does not engage in high-risk and highly leveraged investments and currently
does not engage in financial derivatives transaction. The endorsement/guarantee and the
loaning fund to others are complied with the subsidiaries, and the related operations are
carried out in accordance with the “Principles for Governing Loaning Funds to Others and
the Endorsement/Guarantee” established by the company.
2.Profit or loss: None.
3.Future corresponding measures: Based on the company’s principle to implement.

(3) Future research and development projects and the estimated input expenditures of research and

development:

1. Research and development plan and expected time of completion of mass production:
The company's 2019 product research and development focuses on the field of electronic
components, including the new generation of miniaturized high-frequency antenna
connectors, miniaturized RF module test switches, Micro HDMI D type, high-frequency
high-speed ultra-thin board-to-board connectors , RJ with USB 3.0 Stack, 10G RJD, in-mold
injection connector for medical equipment, and precision component, battery connector
module for electric machine tool.
2.Research and development expenditures:
The company's research and development expenditures accounted for 7% of the net sales
ratio in the most recent year. The 2020 research and development expenditure is expected to
be NT$(), and has been budgeted for implementation.

(4) The impact of important domestic and international policies and legal changes on the company's

financial business and the corresponding measures:
For the recent year as of the date of the annual report had been printed, the company has not
been affected by important policies and laws at home and abroad and has impact on financial
and business matters. The company's operations are handled in accordance with relevant
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domestic and foreign laws and regulations, and we are always aware of domestic and foreign
policies and legal changes. It is expected that the financial business will be materially and
adversely affected by changes in important policies and laws at home and abroad in the
future.
(5) The impact of technological changes on the company's financial business and the corresponding
measures:
The company has always paid attention to the relevant technological changes in the industry,
timely launches products that conform to the market trend, grasps market trends, and evaluates
its impact on the company's operations. However, there have been no major technological
changes in the most recent year, which caused a significant impact on the financial operations
of the company.
(6) The impact of corporate image change on corporate crisis management and corresponding
measures:
The company has always adhered to the principle of integrity and stable operation. Since it has
been established, it has actively strengthened internal management to improve management
quality and efficiency. The company's corporate image has always been good, and there has not
been a major change in corporate image that has caused corporate crisis.
(7) Estimated benefits and possible risks of merger:
For the recent year as of the date of the annual report had been printed, the Company has no
relevant merger plan.

(8) Estimated benefits and possible risks of expanding plants: None.
(9) Risks associated with any consolidation of sales or purchasing operations.

1.Assessment and corresponding of consolidation of sales risks

The company's main raw materials are offered by more than two fixed qualified suppliers to
ensure the quality and stability of supply; thus, there is no risk of excessive concentration of
supply sources.

2. Assessment and corresponding of consolidation of purchasing risks

The company's consolidated profit and loss account sales customers in the last two years did
not have more than 30% of the sales of a single customer, so the company has no
consolidation of sales. In the future, the company will continue to expand sales customers at
home and abroad, and actively develop connector products in other fields, which shall reduce
the risk of products in a single field.

(10) Directors, supervisors, or shareholders holding more than 10% of the shares, the impact of a
large number of shares transferred or replaced on the company, risks and the corresponding
measures:

The company as of the date of the annual report had been printed, there is no circumstance of
the directors, supervisors, or shareholders holding more than 10% of the shares, the impact of
a large number of shares transferred or replaced on the company.

(11) The impact of changes in operating rights on the company, risks, and corresponding measures:

There is no change of operating rights as of the date of the annual report had been printed.
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(12) A litigation or non-litigation event shall state the company and the company's directors,
supervisors, general manager, substantive person in charge, major shareholders holding more
than 10% of the shares, and major lawsuits that the subordinate company has decided to
determine or are still in the system , non-litigation or administrative litigation, the result of
which may have a significant impact on shareholders' equity or securities prices, shall
disclose the facts of the litigation, the amount of the subject matter, the commencement date
of the litigation, and the parties involved in the litigation, and the handling process as of the
date of the annual report had been printed: None.

(13) Other important risks and corresponding measures: Risk of information security
To ensure the security of the information network, prevention of the occurrence of anomalies
in the information system, and damage to computer files, etc., the Company has established
relevant management methods for information security, and regularly promote information
security policies for employees to comply with and perform. Besides, to enhance the security
control of the network system, the Company constructed a firewall to block external attacks,
and installed anti-virus software on the internal computer to prevent malicious viruses from
attacking, so as to reduce the attack of network threats.

7. Other Important Matters: None.
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1. Affiliated Companies Information

(1) Aftiliated Companies Overview:

8. Special Recorded Matters

The structure chart of affiliated companies

on December 31, 2019

Speed Tech Corp

STECH
INTERNATIONAL
(BVI)
Shareholding ratio:
100%
Number of shares:
4,338 thousand
shares

Speed Tech
(Beijing) Co.,
Ltd.

Shareholding
ratio: 100%

Space Speed
Techology
Ltd..(BVI)

Shareholding ratio:

100%

Number of shares:

17,500 thousand
shares

Shen Zhen Speed
Tech Electronics
Co., Ltd.

Shareholding
ratio: * 100%

Speedtech (HK)
Co., Ltd.

Shareholding
ratio: 100%
Number of

shares: 24,408

thousand shares

Castle Rock Inc

Shareholding
ratio: 40%

Number of shares:

160 thousand
shares

Speedtech
(LS-ICT)

Shareholding ratio:

100%

Number of shares:

3,000 thousand
shares

TOYOSHIMA
CORP.(M)
SDN.BHD.

Shareholding
ratio:100%

Dongguan Leader
Precision Industry
Co., Ltd.

Shareholding
ratio: 60%

Luxshare Precision
Accessory (Kunshan)

Shareholding ratio:51%

Ltd.
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(2) Basic Profile of every affiliated company:

December 31, 2019 Unit: NT$ thousand

Name of Affiliated Established - . Main operating or produced
Company Date Address Paid-in Capital items
NO2585 MK1 TINGAT PERUSAHAAN It is the manufacture, processing
;I-I\%Y S%Sl:' :3'\|/I_|AD CORP. 1989/10/20 |6, KAWASAN PERUSAHAAN PERA, RM2,000 |and trading of remote control
' ' 13600 PERAI, PENANG, MALAYSIA buttons.
STECH TROPIC ISLE BUILIDING, P.0O.B( Re-investment and sale and
INTERNATIONAL 2000/11/23 |438, ROAD TOWN, TORTOLA, USD4,338 urchase
CO., LTD. BRITISH VIRGIN ISLANDS P '
OFFSHORE INCORPORATION Cl Re-investment and sale and
Space Speed P.0.BOX 4957 ROAD TOWN, purchase.
Techology Ltd. 2003/08/15 TORTOLA, BRITISH VIRGIN USD17,500
ISLANDS
SPEEDTECH(HK)CO Room 5015/F, Hing Yip Commercial Canter, Re-investment and sale and
., LIMITED 2012/03/21 272-284 Des Voeux Riad Central, Hong Kong USD24,408 purchase.
Speedtech(LS-ICT) OMC Chambers, Wickhams Cay 1, Roed Re-investment and sale and
Co., Ltd 2014/08/06 Town, Tortola, British virgin Idands NTDO purchase.
Manufacture and sale of
3F, No. 830, Zhangzheng Road, Zhonghe computer peripheral equipment,
Castle Rock Inc 2019/5/31 District, New Taipei City NT4000 data storage media, and
electronic components.
No. 2, Zhongfu Street, Economic f;;gsug?ggnann:;:rlssrﬁz,é ellrlous
Speed Tech (Beijing) 2000/02/17 an_d Technological Indu_strlal _Zor_1e, USD2,000 |stampings, plastic injection parts,
Co., Ltd. Xihongmen Town, Daxing District,
other steel products, and other
Beijing
copper products.
Research and development,
Building D, Hangshan Section, production and sales of wire and
Dongguan Leader Qinghuang Village Committee cable, connecting lines
Precision Industry Co.,| 2012/08/07 | <. ghuang g S RMB150,000 ' g Lo
Ltd Qingxi Town, Dongguan City, connectors, computer peripherals,
' Guangdong Province precision molds, plastic hardware
products.
814, 3/F, Xinyi Building, Niulan, Computer and communication
Shen then Speed Tech 2012/03/13 M_lnz_h| Street, Longhua New USD90 related electronic components
Electronics Co., Ltd. District, Shenzhen, Guangdong, . .
. trading business.
China
Research and development,
production of new electronic
Luxshare Precision components, photoelectric
Accessory (Kunshan) | 2017/08/29 No. 288 Jindong Road, Jinxi Town, RMB150,000 switches, intelligent sensors,

Ltd.

Kunshan City, Jiangsu Province

communication products and
connectors, wire and cable,
computer peripherals, plastic
hardware products.

(3) Presumed to be a controlled and affiliated person in accordance with Article 369-3 of the

Companies Acts: None.
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(4) The overall relationship between the industries covered by the business operations and the
division of labor:

December 31, 2019

Name of Affiliated
Company

Main operating or produced items

Division of labor

TOYOSHIMA CORP. (M)
SDN.BHD.

It is the manufacture, processing and trading of remote-control buttons.

Production and sale base

STECH
INTERNATIONAL CO.,
LTD

Re-investment and sale and purchase.

Holding company

Space Speed Techology
Ltd.

Re-investment and sale and purchase.

Holding company

Speedtech (HK) Co., Ltd.

Re-investment and sale and purchase.

Holding company

Speedtech(LS-ICT) Co.,
Ltd

Re-investment and sale and purchase.

Holding company

Castle Rock Inc.

Manufacture and sale of computer peripheral equipment, data storage
media, and electronic components.

Manufacturing and sales si

Luxshare Precision
Accessory (Kunshan) Ltd.

Research and development, production of new electronic components,
photoelectric switches, intelligent sensors, communication products and
connectors, wire and cable, computer peripherals, plastic hardware
products.

Manufacturing sites in Chi

Dongguan Leader
Precision Industry Co.,
Ltd.

Research and development, production of new electronic components,
photoelectric switches, intelligent sensors, communication products and
connectors, wire and cable, computer peripherals, plastic hardware
products.

Manufacturing sites in Chi

Speed Tech (Beijing) Co.,
Ltd.

The operation has been completed and is currently under liquidation.

None

Shen Zhen Speed Tech
Electronics Co., Ltd.

The operation has been completed and is currently under liquidation.

None
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(5) Information of directors, supervisors and general managers of various affiliated companies:

December 31, 2019 Unit: NT$ thousand; thousand shares; %

Shareholding
Name of Affiliated Company Title Name or Representative | Nnumber of | R0 Of
shareholdin
shares g
Chairman Tsai,Chen-Lung
TOYOSHIMA CORP. (M) Chen, Guang-Min
) - 0,
SDN.BHD. Director Ju,_ Yu_ng Hao 2,000 100%
Li, Yin-Hua
Huang, Chen-Tai
STECH INTERNATIONAL .
i - 0,
CO.LTD. Director Tsai,Chen-Lung 4,338 100%
Space Speed Techology Ltd. Director Tsai,Chen-Lung 17,500 100%
Speedtech(LS-ICT) Co., Ltd Director Tsai,Chen-Lung 0 100%
Speed Tech Corp. (HK) Director Tsai,Chen-Lung 24,408 100%
Speed Tech Corp.
Chairman Representative: Li,
Chin-Cheng 0
Castle Rock Inc. Speed Tech Corp., 160 40%
Director Representative:
Tsai,Chen-Lung
Chairman and Chiang, Chang-Lin
General Manager
Speed Tech (Beijing) Co., Ltd. Lin, Tiang-Fa NA 100%
Director — -
Liao, Yu-Mei
) Executive director Chen, Ho-Chang
i?; n Zhen Speed Tech Electronics Co.. "G enera] Manager Tsai, Chiang-Wei NA 100%
Supervisor Chuang,Yueh-Tung
Chairman Wang, Lai-Sheng
isi Chairman and Tsai,Chen-Lun
ggngl_gtléan Leader Precision Industry General Manager ' g NA 60%
T Director Chuang, Yueh-Tung
Supervisor Chang, Zhong-Dung
Chairman and .
N General Manager Pan, LI-Ray
(L;ﬁﬁ@ﬁ; precision Accessory Director Tsai,Chen-Lung NA 51%
Director Lin, Guao-Chin
Supervisor Chang, Zhong-Dung
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(6) Operating Overview of every affiliated company:

December 31, 2019 Unit: NT$ thousand

Current profit

(Kunshan) Ltd

Name of Affiliated| Capital Total value of Total N Operating Operating |and loss of the
. o et worth . . ;
Compan Amount capital liability income profits period
(after-tax)
TOYOSHIMA
CORP.(M) 19,716 163,903 57,108 106,795 222,215 13,677 15,081
SDN.BHD.
Speedtech(LS-IC
T) Co., Ltd 0 67,729 0 67,729 28,672 694 96
STECH
INTERNATIONA 142,411 26,990 0 26,990 0 0 -270
L CO..LTD.
Space Speed
Techology Ltd. 492,761 9,974 0 9,974 0 -1 -44,145
SPEEDTECH(HK
) 732,095 1,434,068 37 1,434,031 0 0 337,212
LIMITED
Castle Rock Inc. 4,000 243,621 159416 84,205 322,344 16,407 9,133
Speed Tech
(Beijing) Co., Ltd. RMBL16,557 RMB3,331 0 RMB3,331 0 0 0
Shen Zhen Speed
Tech Electronics RMB564 RMB2,283 RMB2 RMB2,281 0| (RMB351)] RMB2,197
Co., Ltd.
Dongguan Leader | oy 15150 09 RMB220,61
Precision Industry ’ 0 RMB512,751 ' 0 RMB292,141| RMB514,391| RMB26,036] RMB25,231
Co., Ltd.
Luxshare
Precision RMB150,00{ RMB1,076,84] RMB768,73 RMB308,112 RMB1,602,43 RMB150,460 RMB113,876
Accessory 0 5 3 0

(7) Consolidated statement of affiliated companies:
The company shall include the edition of the consolidated financial statements of the affiliated companies in accordance
with the “Criteria Governing Preparation of Affiliation Reports, Consolidated Business Reports and Consolidated
Financial Statements of Affiliated Enterprises”on 2019 (from January 1, 2019 to December 31, 2019) and same as the
company that shall be included in the consolidated financial statements of the parent company in accordance with the

IFRS No. 10.

Moreover, the relevant information disclosed in the financial statements of the business combination has been disclosed
in the consolidated financial statements of the former parent company. Therefore, the financial statements of the business
combination are not prepared additionally, and it is same as the company that shall be included in the consolidated
financial statements of the parent company in accordance with the IFRS No. 10.

(8) Relation Report: Please refer to the financial statement of the company and preceding information.

2. For the recent year as of the date of the annual report had been printed, the handling process

of privately placed securities: None.

3. For the recent year as of the date of the annual report had been printed, the subsidiaries
acquire or dispose of the company’s shares: None.

4. Other necessary supplements: None.

9. Matters significantly affect the shareholders' equity or securities prices
in accordance with Article 36, paragraph 3, section 2 of the Securities
and Exchange Act: None.
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http://eng.selaw.com.tw/LawArticle.aspx?LawID=FL007205&ModifyDate=0891017
http://eng.selaw.com.tw/LawArticle.aspx?LawID=FL007205&ModifyDate=0891017

Speed Tech Corp.

Person in Charge:
Tsal Chen-Lung

Printed on May 15, 2020



