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|. Letter to Our Shareholders

Dear Shareholders:
Due to the COVID-19 -~ China-US trade war, the global economy experienced a downturn in 2020.
The IMF reported the global GDP decline 3.5% in 2020. According to the Prismark statistics, the
overall PCB industry grew 6.4% compared to 2019.
The Company's operating revenue for 2020 was NT$60.52 billion, the growth of 7.7% from the
NT$56.17 billion in 2019. The net profit for 2020 was NT$4.66 billion, the growth of NT$3.82
billion from the net profit of NT$0.84 billion in 2019. In response to the 5G high-frequency and
high-speed product applications, the customer's product specifications will be higher in the future.
The Company aims to establish a competitive management model based on a sound structure with
great product quality and infrastructure.
In 2021, in response to the outbreak of COVID-19, Brexit, and U.S. protectionism, the global
economic climate is uncertain. The company takes the prevention of epidemics as the first priority
to ensure the health of employees and the resumption of work with local governments. We take
the conservative attitudes to investment in 2021.
In the future, the Company will continue to engage in environmental protection in order to achieve
the goal of exceeding the requirements of government regulations. The Company will also
implement corporate social responsibility and value labor interests in order to achieve the
expectations of shareholders, customers and the government, as well as moving towards
sustainable development.
1.1 2020 Operating Report
1.1.1 Operating Report
A. Consolidated Statements of Comprehensive Income
Compare to 2019, our 2020 profit reached NT$ 4.6 billion; Our 2020 EPS was NT$ 3.91
about NT$ 0.7 more. (see in Table 1).
Table 1. 2019 Comprehensive income summary

Description (Hundred million of NTD) 2020 2019 Valgi:gon
Operating Revenues 605.2 561.7 1.7%
Profit from continuing operations before tax 62.5 55.7 6.8
Profit 46.6 38.2 8.4
Earnings per share 3.91 3.21 0.7

B. The Implementation Statements of Budget

Our major products are PCB and SMT assembly service. We have PCB manufacturing
sites on Taiwan (Luchu ~ Tayuan) and China (Huizhou, including FPC ~ Chongging).
Total PCB capacity was 32.0 million square feet annually, actual sales was 26.5 million
square feet. The SMT manufacturing sites are located on China (Suzhou and Huizhou),

actual sales was 350 million units.
C. Technology Development

Our long-term development is to be the leading high-end PCB and Rigid-flex PCB
manufacturer. Our major enhance the ability and quality of research and development,
and strengthen the industry and suppliers of information collection. We will continue to
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devote on new process development technologies, such as Micro hole design~automation
applications ~ 5G high-frequency high-speed materials ~ smart factory - production
environment safety improvement, automation improvement, waste reduction and
emissions improvement...etc. For SMT technology, we will continue on development of
portable power management, automotive electronics, Connector module and related
modular operations...etc.

1.2 The Outlines for 2021 Business Plan
1.2.1 Operating Guidelines
A. To coordinate with the local government's epidemic prevention as the first priority, to

D.

ensure the health of employees, and to resume work with the local government, in the
future, we will adopt a conservative and cautious attitude to respond to market changes
in 2020 and maintain a conservative and stable investment.

. Manufacturing management will be perfected with excellent product quality that is based

on a sound structure while focusing on the equipment. The Company requires increased
quality awareness from the entire staff, aligning plan with real actions to implement
infrastructure in order for product quality to satisfy customer needs and achieving a
competitive yield level.

. Establish a manufacturing-guided order fulfill procedure. To have each factory fully

loaded with stable operation, we are first to setting up a capable factory, enabling the
competitiveness on quality, delivery and cost. Then the orders are arranged on selected
product market according to the capacity and capability of each factory.

Continuous improve on effective management and to achieve a competitive operating
system.

E. Continue to accomplish our social responsibility and commitments to government,

customers, share holders, and employee. Keep on environmental protection, respect
human rights, and improve our employee’s quality of life to become an everlasting green
enterprise.

1.2.2 Sale Volume Projection
Our core business and major products are print circuit boards. Among all of the production
sites, the anticipated sale’s volume is 27 million square feet. On SMT operation, we expect
to output 420 million units.

1.2.3 Important Production and Marketing Policy
We pay high attention to the improvement of the quality, product structure and profit in our
PCB products. The SMT factories in Suzhou and Huizhou, will focus on designated
products and to expand customer base in the future for stable full load production.

Chairman
Charles C. Wu
President

P. K. Chiang



1. Company Overview

2.1 Introduction

Established at Taoyuan Lu-Chu village in August 1973, Compeq Manufacturing Co., Ltd.
was the first specialized printed-circuit board (PCB) manufacturing company in Taiwan to support
the government’s policy in developing the high-tech industry. Beginning with producing
single-sided and doubled-sided printed circuit boards, and progressing by persistent dedication to
technology research and development, Compeq then started mass production of 6-layer printed
circuit boards for computers in 1983, leading Taiwan PCB industry into the new stage for
multi-layer board production.

Since the foundation, Compeq has been focusing on PCB industry as our core business.
Under the trend of globalization, Compeq later established the Utah plant, Compeq International
Corp., in the United States in 1989 to approach the center of the world’s primary electronics
consumer market, bridging Compeq to the world’s latest product trend and enabling Compeq to
provide direct local services to North American customers. Subsequently, Mainland China sharply
raised her economy strength and became the hot spot for global manufacturer’s production
logistics, the China Huizhou site was established in 1996, after the government began to allow
investment in China, in order to strengthen Compeq’s overall global coverage, satisfy customers’
demand and access the advantages of manufacturing cost savings and potential local markets. To
meet the production condition requirement for advanced high precision products, Compeq set up
an advanced plant with class 1000 clean room in the Tayuan industrial park, Taiwan in 1998 as the
development and production base. Furthermore, Compeq set up Compeq Technology (Huizhou)
Co. Ltd., and Compeq Manufacturing (Suzhou) Co. Ltd., in 2004, supplying flex PCB and small
quantity part assembly services to provide total solution for our clients.

Moreover, to successfully capture the market opportunities and fulfill consumers’ needs
under the rapid diversification of electronics products and advancement of technologies, Compeq
accordingly adjusted the product matrix and operation strategies. Currently, the appliances for
Compeq’s PCB include computer (notebook, server and peripheral, etc), telecommunication
(cellular phone, base station, etc), network (switch, router, storage device, etc) and consumer
electronics (PDA, LCD, Game Console, DSC, etc) products. In the meantime, Compeq integrates
cross-national production facilities, service offices, and enterprise supporting resource to
strengthen flexibility and competitiveness for providing customer an integral service from product
development to after service.

Compeq’s competitiveness strength has been the leading-edge technology capability and

endeavor to develop new products and advanced technologies: the company decreased the trace
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width/spacing to 25 wm, copper fill and stack via to developed high accurate and complex HDI
boards (4+N+4, 2+N+N+2, HDI+IVH, and HDI+HLC, etc.), flex PCB and rigid-flex PCB
technologies to meet the trend of thin and compact electronic products; secondly, derived
high-layer count products (currently up to 26 layers), high aspect ratio plating technology and low
Dk/Low Df and high Tg applications to meet the high reliability requirement for high-end
networking equipment and servers.

Having been a pioneer for environmental protection in PCB industry, Compeq took the
initiative to invest in building a professional PCB wastewater treatment plant in 1991 and received
ISO-14001 certification in 1997. Compeq also successfully developed lead-free and halogen-free
applications for PCB products to meet the global standard of environmental protection and our
clients’ green partner. In the future, Compeq will keep our promises as a global citizen and
continue sharing the responsibilities in environmental protection.

Insisting on the principle of “Highest Quality” and “Customer First”, Compeq continues
devoting itself to process improvement and technology development. We have received the
ISO-9002, QS-9000, 1SO-9001, and TS 16949 certifications, and our complete quality control
system is recognized to assure our products are meeting customer standards and needs. To
enhance our customer services, Compeq also established cross-national service offices in Europe,
Japan, Singapore, Malaysia, the United States and Mainland China to offer on-site services to our
customers. With better understanding of customers’ various needs in product design,
manufacturing and quality, Compeq is able to stay ahead in developing new products and
becoming good partners with our customers.

Recognizing to provide a safe working environment is the company’s moral and the
foundation of stable operation. Compeq has received OHSAS 18001 certification in 2005, and we
endeavor to enforce the safety design and working discipline at shop floor to ensure the employee
safety and avoid damage to the company.

When facing the rigorous and intense global competition, not only will we continue to
enhance the partnerships with our valued customers to develop cutting-edge products and capture
market opportunities, but also, through planned actions and optimized management synergy, play
a key role in overall industry upgrades and realize the vision to learn and grow with all electronic
manufacturers around the world.



2.2 Compeq Milestones

1973

Founded on Aug. 30, Compeq Manufacturing Co., Ltd. was the first mass
production PCB (Printed Circuit Board) manufacturer in Taiwan.

1974

Completed construction of Luchu plant. Started fabricating single-side and
double-side PCBs.
Received UL-94V-0 certification.

1982

Became the first IBM certified PCB suppliers in Taiwan. Actively developed
precise process technologies and expanded facilities for producing multi-layer
PCBs.

1983

Expanded facilities; began the mass production of 6 layer PCBs for desktop PC.

1987

Started a joint venture with Matsushita Electric Works to establish TNPL (which
had renamed as PEWEMT in 2005), a copper clad laminate factory (in Hsinchu)
to secure stable source of quality materials.

1989

Established Compeq International Corp. (Utah, USA) as the forefront to approach
American market.

1990

Initial public offering of Compeq stocks in Taiwan Stock Exchange on 24™, July.

1991

Constructed the first PCB wastewater treatment plant in Taiwan.
Began to produce 8-layer PCBs used by notebook PC at Luchu plant.

1993

Invested NT$1.9 million in Wei-Hua Recycled PCB Co., Ltd.
Received 1SO-9002 certification.

1995

Established Huaton Holdings Limited (in British Virgin Islands) to invest in
Mainland China indirectly.

1996

Established Compeq Manufacturing (Huizhou) Co., Ltd. (in Guangdong, China)
to expand global production allocation.

1997

Established Pelican Cove Investment Ltd., (in British Virgin Islands) to engage in
international trade affairs and investments.

Established GMEM (in Guangdong, China), another joint venture with
Matsushita for supplying quality CCL to Compeq China.

Pioneered in applying laser drilling in producing HDI PCB, major application
was micro-via technology used in high-end telecommunication, networking and
cellar phone products.

Received 1SO-14001 certification.

1998

Established Tayuan plant as a dedicated manufacturing facility for advanced
PCB:s.
Annual sales revenues exceeded NT$10 billion.

1999

Entered the telecom market by implementing HDI technology on cellular phone
and base station products.
Received QS-9000 certification.

2002

Annual shipment of cellular phone boards exceeded 61 million pieces, stood for
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15% world’s overall output of cellular phone board.

2003 | ® Received 1SO-9001 certification.
® Established Compeq Manufacturing (Suzhou) Co., Ltd., which was capitalized by
Huaton Holdings Limited (spun out from Compeq) to provide small quantity
2004 assembly services for customers’ new product development.
® Established Compeq Technology (Huizhou) Co., Ltd., supplying flex-PCBs for
existing customers.
2005 @ Received OHSAS 18001 certification.
2006 ® Monthly shipment of cellular phone boards reached 20 million pieces.
® Completed rigid-flex PCB development and began to mass production.
® Established Liton Holdings Ltd. (in British Virgin Islands) to engage in
investment logistics.
® Established Huanein Holdings Ltd. to overall arrange investment business.
® Established Vecreation Co., Ltd. (in Jiangsu, China) to engage in China trade
2007 affairs.
® Established Compeq Manufacturing (Suzhou) Service Ltd. to purchase
components for customers in east China.
® Established Compeq Overseas Holdings Ltd. (in British Virgin Islands) and Max
Innovation Holdings Ltd. (in British Virgin Islands) to integral overseas
investment operation.
2008 |® Received TS 16949 certification.
® Established Hong Kong Compeq Huizhou Trading Company Ltd. (in Hong
Kong) to engage in China trade affairs.
2009 |® Received IECQ QC080000 certification.
® Received OHSAS 18001:2007 certification.
® Received TOSHMS certification.
® Received SA8000 certification.
2011 ® Received GRI report certification.
® Established Compeq Manufacturing (Chongging) Co., Ltd. supplying PCBs for
2013 existing customers.
® The sale revenue in November exceeded NT$ 5.78 billion, made the highest
2017 record in Compeq’s history
2019 ® The sale revenue in 2019 was NT$ 56.175 billion, made the highest record in
Compeq’s history
® The sale revenue in November exceeded NT$ 6.31 billion, made the highest
2020 record in Compeq’s history
® The sale revenue in 2020 was NT$ 605.2 billion, made the highest record in

Compeq’s history

(Note: Up to the annual report published date, none of the major stockholder with more than
10% shareholding, members of the board, and controllers had large quantity stock transfer.
Neither the ownership nor the business model and content had major change.)
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3.1.2 Major Corporate Functions

Department

Functions

Internal Auditing Office

Auditing and offering suggestions for improving the internal
control system.

M.L.S. Division

Information system analysis and planning, programming,
database management, software and hardware maintenance

Administrative Division

Management of corporate image, corporate culture, human
resources, general affairs, industrial relations and other
logistics related operating.

Finance Division

Management of the financial, accounting, taxation, cost
systems

ExecutiveVice President

To integrate and manage the products and materials within
the Company.

Material Division

management of sourcing, warehousing, and material

Product Strategy Development
Department

Management, coordination, and resource integration in the
product development process

Vice President

To integrate and manage the technology, equipment,
process, and products within the company.

Product Development
Division

Product and process development

R&D Department

New product, new process design

Engineering Department

Planning, management, and integration of company plants,
equipment, environmental protection, public facilities

Quality Management Division

Planning of quality control systems

Executive Vice President

To establish and implement sales and production strategies;
to coordinate and integrate product sales and production; to
cultivate markets in Northeast Asia and China; and to
cultivate and provide after-sales services for FPC and RFPC
customers.

Sales Il Division

Customer development and after-sales service in the
Americas and Southeast Asia

Sales | Division

Customer development and after-sales service in Europe

Vice President

Production management of plants in Taiwan

Dayuan Plant

Manufacturing of high-end PCB

Tayuan Plant

Manufacturing of high-end PCB

Compeq
Manufacturing(Huizhou)Co.,
Ltd.

Manufacturing of PCB in China

Compeqg Manufacturing(Suzhou)
Co., Ltd.

Manufacturing of SMT

Compeq Technology (Huizhou)
Co., Ltd.,

Manufacturing of FPC

Compeq Manufacturing(Chong
ging) Co., Ltd.

Manufacturing of PCB in China




3.2 Directors, Supervisors and Management Team
3.2.1 Board of Directors

Daie T Date First Shareholding Current Spouse & Minor %@aﬁggﬁ: 23
: inali erm I when Elected Shareholdin Shareholdin
Title | Nationality Name Gender Elected |(Years)| Elected g g Arrangement
Shares % Shares % Shares 9% |Shares| %
Chairman
of the R.O.C. |[CharlesC.Wu Male |2020.6.18| 3 |[1996.5.17 |30,735,218|2.58 |29,385,218|2.47 |21,790,998/1.83| O 0
Board
Director R.0.C. |K.S.Peng Male [2020.6.18| 3 |2002.5.24 | 8,365,186/0.70 | 8,365,186/0.70 | 6,959,113/0.58| O 0
Director R.0.C. |PK. Chiang Male [2020.6.18| 3 |2014.6.12 549,450(0.05 549,450(0.05 0/0.00| O 0
Director R.O.C. |[PY.Wu Male [2020.6.18| 3 |2008.6.13|27,658,499|2.32 |27,570,499|2.31 | 9,350,800/0.78| O 0
Director R.O.C. |PH.Wu Male |2020.6.18| 3 |2017.6.16 |27,204,857|2.28 |27,204,857|2.28 | 9,966,100{0.84| O 0
Andrew Chen, on
behalf of
Director R.O.C. |Chang-zhi Male |2020.6.18| 3 |2008.6.13 |16,792,000|{1.41 {16,792,000/1.41 0/0.00| O 0
Investment Co.,
Ltd.
Independen Tung Chun
. R.O.C. Male [2020.6.18| 3 |2014.6.12 0/0.00 0/0.00 0/0.00| O 0
t Director Huang
Independen
_p R.O.C. |TzuKuanChiu |Female|2020.6.18| 3 |2017.6.16 0/0.00 0/0.00 0/0.00| O 0
t Director
Independen
tD'pt R.O.C. |Teng Ling Liu Male |2020.6.18| 3 |[2017.6.16| 1,366,565/0.11 | 1,366,565|0.11 9,147/0.00| O 0
irector




Selected Current Positions at

Directors or Management
who are spouses or within Two

Title Name Experience ( Education) Compeq and Other Companies Degrees of Kinship Remarks
Title Name Relation
e Bachelor's Degree of Chemical and Director PY Wu Filiation
Materials Engineering, Tunghai
Chairman of Charles C.Wu University o Chairman of Chang-Zhi Investment
the Board ' oChairman of Time Enterprises Co., Ltd. | Co., Ltd. Director PH.Wu Filiation
e Director of Robina Finance & Leasing
Co., Ltd.
eBachelor's Degree of Business
_ Administration,Chinese Culture e Director of COMPEQ Manufacturing
Director |K.S. Peng University Co. Ltd. — — —
eDirector of Ming Yu Enterprises Co.,
Ltd.
o CEO and President of COMPEQ
Manufacturing Co., Ltd.
oChairman of Huaton Holdings Limited
e Bachelor's Degree of Chemical and e Chairman of Compeq Manufacturing
Materials Engineering, Tamkang (Huizhou) Co., Ltd.
Director |P.K. Chiang University o Chairman of Compeq Manufacturing — — —
ePresident of COMPEQ Manufacturing (Chongging) Co., Ltd.
Co., Ltd. eDirector of Compeq Technology
(Huizhou) Co., Ltd.
eDirector of Hong Kong Huaton
Holdings Trading Company Limited
e Master’s Degree of Electrical o Vice President of COMPEQ
Engineering, State University of New Manufacturing (_Io., Ltd. Chairman | Charles C.Wu | Filiation
Director |PY. Wu York oChairman of Pelican Cove
o eGeneral Manager of Rigid-Flex Product | Investment Ltd.
Group, COMPEQ Manufacturing Co., |eDirector of Compeq Manufacturing : P
Lid (Huizhou) Co,, Ltd. Director PH.Wu Sibling
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e Chairman of Compeq Technology
(Huizhou) Co., Ltd.

e Chairman of Compeq Manufacturing
(Suzhou) Co., Ltd.

e Director of Chang-Zhi Investment Co.,
Ltd.

e Chairman of Positive Bo Investment
Co,, Ltd.

e Vice President of COMPEQ
Manufacturing Co., Ltd.

o Chairman of Huanein Holdings Chairman | Charles C.Wu | Filiation
Limited
e Master’s Degree of Science, National  |eDirector of Compeq Manufacturing
. Chiao Tung University (Huizhou) Co., Ltd.
Director  P.H. Wu ® Director of COMPEQ Manufacturing |eSupervisor of Compeq Manufacturing
Co., Ltd. (Chongging) Co., Ltd. : e
e Supervisor of Chang-Zhi Investment Director PYWU Sibling
Co.,, Ltd.
oChairman of Xue Dayton Investment
Co,, Ltd.
o Vice President of COMPEQ
Andrew Chen _ Manufacturing Co., Ltd. _
on behalf of " le Bache_lor's Degree (_)f Chemlcal_and oDII‘E(_:tOI‘ of Compeq Manufacturing
Director |Chang-Zhi Ma_terlal_s Engineering, Tunghai (szhou) Co., Ltd. ‘ o o o
Investment Co. University ' eDirector of Compeq Manufacturing
Lid ' |@Manager of Du Pont Taiwan Ltd. (Suzhou) Co., Ltd.
' eDirector of Compeq Manufacturing
(Chongging) Co., Ltd.
oPh.D. Ohio State University eRemuneration Committee Member.
Independent|Tung Chun eProfessor, Institute _of Human Resource | ABC Taiw_an Electror_1ics Corp.
Director |HUaNg Management, National Central eRemuneration Committee Member. — — —

University
e Professor, Chin Yun University

COMPEQ Manufacturing Co., Ltd.
e Audit Committee Member. COMPEQ
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Manufacturing Co., Ltd.

ePh.D, University of Pennsylvania.
Tzu Kuan Chiu |eProfessor, Department of Financial
Finance, National Central University

Independent
Director

e Professor, Shanghai Advanced Institute
of Finance, Shanghai Jiao Tong
University

eRemuneration Committee Member.
COMPEQ Manufacturing Co., Ltd. — — —

e Audit Committee Member. COMPEQ
Manufacturing Co., Ltd.

e Independent Director of Founder
Fubon Fund Management Co., Ltd.

e Bachelor's Degree of National Taipei
Independent . University of Technology

Director Teng Ling Liu o Vice chairman of COMPEQ
Manufacturing Co., Ltd.

e Remuneration Committee Member.
COMPEQ Manufacturing Co., Ltd.

e Audit Committee Member. COMPEQ
Manufacturing Co., Ltd.

Note 1 : Current Shareholding is to the date of the annual report.

Note 2 : W here the chairperson and president or equivalent position (highest level executive officer) is the same person, the spouse, or a first-degree
relative, provide information on the reason, reasonableness, necessity, and future improvement measures (such as increasing the number of
independent director seats and more than half of all directors not concurrently serving as employees or executive officers) : None

Note 3 : Major shareholders of the Company’s major institutional shareholders

Name of Institutional Shareholders

Major Shareholders

Chang-zhi Investment Co., Ltd

Charles C.Wu (52.05%) ~ F.M. Peng (23.34%)  P.Y. Wu (12.94%) ~ PH. Wu (11.67%)
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Professional qualifications and independence analysis of directors and supervisors

Met One of the Following Professional Qualification Requirements with at Least Five Years

Independence Criteria(Note)

Work Experience Number of
An Instructor or Higher A Judge, Public Prosecutor, Have Work Experience in Other Public
Criteria|Position in a Department of | Attorney, Certified Public the Areas of Commerce, Companies in
Commerce, Law, Finance,  [Accountant, or Other Professional |Law, Finance, or Which the
Accounting, or Other or Technical Specialist Who has | Accounting, or Otherwise Individual is
Academic Department Passed a National Examination | Necessary for the Business [ 1|2 |34 |5|6| 7|89 |10{11|12|Concurrently
Name Related to the Business Needs [and been Awarded a Certificate in |of the Company Serving asan
of the Company in a Public or |a Profession Necessary for the Independent
Private Junior College, Business of the Company Director
College or University
Charles CWu v viv|v v v|v 0
K.S Peng v v VI IVIVIVIV|IVI|VI VIV 0
P.K. Chiang v vVIivIv|v VI ivIivIVvIYv 0
PY.Wu v Vi ivi v v v v 0
PH.Wu v Vi ivi v v v v 0
Andrew Chen, on
behalf of Chang-zhi v VIivIvIivIVIVIVIVIV 0
Investment Co., Ltd.
Tung Chun Huang v v VI iVIVIVIVIVIVIVIVIVIVIV 0
Tzu Kuan Chiu 4 v VIVIVIVIVIVIVIVIVIVIVIV 0
Teng Ling Liu v VI iVIVIV|IVIVIVIVIVIV|IV|V 0

Note: Please tick the corresponding boxes that apply to the directors or supervisors during the two years prior to being elected or during the term of office.
1. Not an employee of the Company or any of its affiliates.

2..Not a director or supervisor of the Company or any of its affiliates (not applicable in cases where the person is an independent director of the Company, its parent company, subsidiary,

or the subsidiary of the same parent company in accordance with the Act or with local laws)

3. Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by the person under others’ names, in an aggregate

amount of 1% or more of the total number of outstanding shares of the Company or ranking in the top 10 in holdings.
4. Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of the persons in the preceding three subparagraphs.

5. Not a director, supervisor, or employee of a corporate shareholder that directly holds 5% or more of the Company’s outstanding shares, a top five shareholder, or appointed as the
Company's director or supervisor in accordance with Article 27, Paragraph 1 or 2 of the Company Act (not applicable in cases where the person is an independent director of the

Company, its parent company, subsidiary, or the subsidiary of the same parent company in accordance with the Act or with local laws).

6. Not a director, supervisor, or employee of other companies controlled by the same person with over half of the Company’s director seats or shares with voting rights (not applicable in
cases where the person is an independent director of the Company, its parent company, subsidiary, or the subsidiary of the same parent company in accordance with the Act or with
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local laws).

7. Not a director, supervisor, or employee of another company or institution who is the same person or spouse of the Company’s chairperson, president or equivalent position (not
applicable in cases where the person is an independent director of the Company, its parent company, subsidiary, or the subsidiary of the same parent company in accordance with the
Act or with local laws).

8. Not a director, supervisor, or executive officer of a specific company or institution with financial or business dealings with the Company, or shareholder with 5% or more shares of the
Company (not applicable in cases where the specific company or institution holds 20% or more but less than 50% of the Company’s outstanding shares, and is an independent director
of the Company, its parent company, subsidiary, or the subsidiary of the same parent company in accordance with the Act or with local laws).

9.Not a professional individual who is an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company, or institution that provides commercial, legal,
financial, accounting services or consultation to the Company or to any affiliate of the Company, or a spouse thereof. These restrictions do not apply to any member of the
remuneration committee who exercises powers pursuant to Article 7 of the “Regulations Governing the Establishment and Exercise of Powers of Remuneration Committees of
Companies whose Stock is Listed on the TWSE or Traded on the TPEX*.

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

11. Not been a person of any conditions defined in Article 30 of the Company Law.

12. Not a governmental, juridical person or its representative as defined in Article 27 of the Company Law.

3.2.2 Management Team

Shareholding

Date Shareholding Spouse & Minor Shareholding by Nominee

Title Nationality Name Gender Effective Arrangement
Shares % Shares % Shares %

CEO and President R.O.C. |PK. Chiang Male | 2012.10 549,450 0.05 0| 000 0 0
Executive Vice President | R.O.C. |Andrew Chen | Male | 2016.01 107,668 0.01 46,000 0.00 0 0
Executive Vice President | R.O.C. |P.Y.Wu Male | 2016.01 27,570,499 2.31 9,350,800 | 0.78 0 0
Corporate Vice President | R.O.C. |Victor Lu Male | 2016.01 18,729 0.00 0| 000 0 0
Corporate Vice President | R.O.C. [P.H.Wu Male | 2017.03 27,204,857 2.28 9,966,100 | 0.84 0 0
Vice President R.O.C. |TonyChuang | Male | 2018.06 93,334 0.00 0| 000 0 0
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Managers who are Spouses or Within Two

Title Name Experience ( Education) Other Position Degress of Kinship
Title Name Relation
oChairman of Huaton Holdings Limited
eBachelor's Degree of Chemical and Materials |@Chairman of Compeq Manufacturing (Huizhou) Co., Ltd.
CEOand PK_ Chian Engineering, Tamkang University oChairman of Compeq Manufacturing (Chongging) Co., Ltd. o o -
President o 9 |ePresident of COMPEQ Manufacturing Co., |eDirector of Compeq Technology (Huizhou) Co., Ltd.
Ltd. o Director of Hong Kong Huaton Holdings Trading Company
Limited
Executive Vice oBacthor's_ Degree of Qhemical _and Materials oDirector of Compeq Manufactur?ng (Huizhou) Co., Ltd.
President Andrew Chen Engineering, Tunghai University eDirector of Compeq Manufacturing (Suzhou) Co., Ltd. — — —
eManager of Du Pont Taiwan Ltd. eDirector of Compeq Manufacturing (Chongging) Co., Ltd.
oChairman of Pelican Cove Investment Ltd.
eMaster’s Degree of Electrical Engineering, | eDirector of Compeq Manufacturing (Huizhou) Co., Ltd.
Executive Vice PY WU State University of New York eChairman of Compeq Technology (Huizhou) Co., Ltd. Corporate Vice PH. Wu Sibling
President o eGeneral Manager of Rigid-Flex Product eChairman of Compeq Manufacturing (Suzhou) Co., Ltd. President o
Group, COMPEQ Manufacturing Co., Ltd.  |eDirector of Chang-Zhi Investment Co., Ltd..
oChairman of Positive Bo Investment Co., Ltd.
g:::ggg?]tte Vice Victor Lu .Béﬁgfrﬁ:i r%?gltgemigr?;ijmnﬁi:’?irty Materials eDirector of Compeq Manufacturing (Huizhou) Co., Ltd. — — —
eMaster’s Degree of Science, National Chiao 0Cha1rman of Huanein Holdings leted.
. ot eDirector of Compeq Manufacturing (Huizhou) Co., Ltd. . .
Corporate Vice |5, ULy SO 3y eSupervisor of Compeq Manufacturing (Chongging) Co., Ltd,| X€CU0Ve VI oy | siblin
President o o Director of COMPEQ Manufacturing Co., UPETVISOr o1 -omped vian 9 99Ing) 0., L10-1 pregident o 9
Lid. oSupfzrwsor of Chang-Zhi Investment Co., Ltd..
oChairman of Xue Dayton Investment Co., Ltd.
eBachelor's Degree of Civil
. . EngineeringTamkang University
Vice Presinent | Tony Chuang oChairman of Compeq Manufacturing None T o o
(Suzhou) Co., Ltd.

Notel : Where the chairperson and president or equivalent position (highest level executive officer) is the same person, the spouse, or a first-degree relative,
provide information on the reason, reasonableness, necessity, and future improvement measures (such as increasing the number of independent director

seats and more than half of all directors not concurrently serving as employees or executive officers) : None
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3.3 Remuneration of Directors and Management Team
3.3.1 Remuneration of Directors

Unit: NT$ thousands

Title/ Name

Remuneration

Base Compensation (A)

Severance Pay (B)

Directors
Compensation(C)

Allowances (D)

Ratio of Total
Remuneration
(A+B+C+D) to Net
Income (%)

Relevant Remuneration Received by Directors Who are Also Employees

Salary, Bonuses, and
Allowances (E)

Severance Pay (F)

Employee Compensation
G

Ratio of Total
Compensation
(A+B+C+D+E+F+G) to
Net Income (%)

Companies in
the
consolidated
financial
statements

The
company

The
company

Companies in
the
consolidated
financial
statements

Companies in
the
consolidated
financial
statements

The
company

The
company

Companies in
the
consolidated
financial
statements

Companies in
the
consolidated
financial
statements

The
company

The
company

Companies in
the
consolidated
financial
statements

The
company

Companies in
the
consolidated
financial
statements

Companies in
the
consolidated
financial
statements

company

Cash | Stock | Cash | Stock

Companies in
the
consolidated
financial
statements

The
company

Compensation
Paid to
Directors from
an Invested
Company Other
than the
Company’s
Subsidiary

Chairman of
the Board
Charles
CWu

Director
PK. Chiang

Director
PY.Wu

Director
P.H. Wu

Director
Andrew
Chen

Director
K.S. Peng

5,600 5,600

0.12% 0.12%

63,911

63911

130 130

K.S Peng Who are not Employees.

1.50% 1.50%

Independent
Director
Tung Chun
Huang

Independent
Director
Tzu Kuan
Chiu

Independent
Director
Teng Ling
Liu

1,800 1,800

0.04% 0.04%

Tung Chun Huang ~ Tzu Kuan Chiuand Teng Ling Liu Who are not Employees.

0.04% 0.04%

Note

1. The remuneration to the Independent Directors of the Company is fixed, with the consideration of the current industrial situation and the frequency that the Independent Directors participate in daily operations. The appropriate
amount is distributed after the approvals of the Compensation Committee and the Board of Directors. Independent Directors of the Company fulfill their duties in accordance with relevant laws and regulations. The duties include
monitoring, fair presentation of the Company's financial statements, the hiring or dismissal of CPA and their independence and performance, the effective implementation of internal control, legal compliance, the control of
existing or potential risks, and the implementation of the rights and responsibilities listed in the Compensation Committee Charter and Audit Committee Charter, etc. The meeting is held at least once a quarter, and may be held at
any time when necessary to fulfill the responsibility as good management.
2. In addition to the above information, do directors provide any consultancy service to all consolidated entities and what is its remuneration in the most recent year : None
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Name of Directors

Total of (A+B+C+D)

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

Range of Remuneration Companies in the consolidated financial Companies in the consolidated financial
The company The company
statements statements
K.SPeng + PK. Chiang ~ PYWu ~ PHWuU - K.SPeng - PK. Chiang ~ PYWu ~ PHWu ~ . . . .
Under NT$ 1,000,000 Andrew Chen ~ Tung Chun Huang ~ Tzu Kuan Chiu ~|Andrew Chen ~ Tung Chun Huang ~ Tzu Kuan K.SPeng Tl.mg Chun Huang K.SPeng Tyng Chun Huang
- . Lo Tzu Kuan Chiu ~ Teng Ling Liu Tzu Kuan Chiu ~ Teng Ling Liu
Teng Ling Liu Chiu ~ Teng Ling Liu
NT$1,000,000 ~ NT$1,999,999
NT$2,000,000 ~ NT$3,499,999 Charles C\WU Charles C\Wu
NT$3,500,000 ~ NT$4,999,999
NT$5,000,000 ~ NT$9,999,999
NT$10,000,000 ~ NT$14,999.999 CharlesCWu ~ P.Y Wu ~ CharlesCWu ~ P.Y Wu ~
Andrew Chen ~ PHWu Andrew Chen ~ PHWuU
NT$15,000,000~ NT$29,999,999 PK. Chiang PK. Chiang
NT$30,000,000 ~ NT$49,999,999
NT$50,000,000 ~ NT$99,999,999
Over NT$100,000,000
Total 9 persons 9 persons 9 persons 9 persons
3.3.2 Remuneration of Management Team Unit: NT$ thousands
Ratio of total .
; Compensation
Salary(A) Severance Pay (B) Bonuses an(dC,)AIIowances Employee Compensation (D) ( Ai%”l%ef%at't%nnet Paid to the
income 8)/0) President and
: o o . Companies in — Vice Presidents
Title Name Compﬁnles in Compﬁnles in Compﬁnles in the Compﬁnles in féom an In\(/)e%ted
the the the i the ompany Other
The consolidated The consolidated The consolidated The company C%?ﬁgﬁ:g%ed The consolidated |than the
company | - financial | ©MPAY | financial | COMPaY | financial statements | CoPaY 1 financial - |Company’s
statements statements statements Cash TStock | Cash 1 Stock statements  |Subsidiary
CEO Charles CWu
CEO & President|P.K. Chiang
Executive Vice
President Andrew Chen
[P
- 16,022 16,022 9,984 9,984 67,227 67,227 195 — | 195 | — 2.00% 2.00% -
Corporate Vice Victor Lu
President
Corporate Vice
President P.H.Wu
Vice President |R.H. Chung
Vice President | Tony Chuang

Note : Chairman Charles C.Wu resigned as CEO on 2020.03, and President P.K. Chiang is appointed as CEO.
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Name of President and Vice Presidents

Range of Remuneration

The company Companies in the consolidated financial statements

Under NT$ 1,000,000

NT$1,000,000 ~ NT$1,999,999

NT$2,000,000 ~ NT$3,499,999

NT$3,500,000 ~ NT$4,999,999

NT$5,000,000 ~ NT$9,999,999 Tony Chuang Tony Chuang

NT$10,000,000 ~ NT$14,999,999 Charles CMWu ~ Andrew Chen ~ P.Y. Wu - Victor Lu ~ PHWu ~ R.H. Chung Charles CMWu ~ Andrew Chen ~ P.Y.Wu - Victor Lu ~ PHWu ~ R.H. Chung

NT$15,000,000~ NT$29,999,999 P.K. Chiang P.K. Chiang

NT$30,000,000 ~ NT$49,999,999

NT$50,000,000 ~ NT$99,999,999

Over NT$100,000,000

Total 8 persons 8 persons

3.3.3 Listed company that has had losses after tax in individual financial reports in the last three years or the result of the corporate governance
evaluation is the last-level group recently year, the remuneration of the top five remuneration executives should be disclosed: None
3.3.4 Employee Profit Sharing Granted to Management Team :

Employee Compensation . .
Tite Name “in'Siock Employee Compensation | gy Rall of fola Amount o
(Fair Market Value)
CEO & President P.K. Chiang
Executive Vice President Andrew Chen
Executive Vice President P.Y Wu
) ) Corporate Vice President Victor Lu
Executive Officers - - - 260 260 0.01%
Corporate Vice President P.H.Wu
Vice President Tony Chuang
Chief of Financial Officer Fine Lu
Accounting Manager Y.MWu
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3.3.5 Comparison of Remuneration for Directors and Management Team in the Most Recent
Two Fiscal Years and Remuneration Policy for Directors, Supervisors, President
and Vice Presidents :

A.
2020 2019
Companies in the Companies in the
The compan consolidated The compan consolidated
pany financial pany financial
statements statements
Net Income of year (Unit: NT$ 4664701 | 4,664,701 | 3,822,418 | 3,822,418
thousands)
Ratlo_ of total remuneration paid to 0.16% 0.16% 0.14% 0.14%
directors to net income (%)
Ratio of total remuneration paid to 2.00% 2.00% 1.85% 1.85%
Management Team to net income (%)

B. Describe the policy, criteria, packages and rules relating to the remuneration, as
well as its relation to business performance and future risks :
Compliance with the Securities Exchange Act and Remuneration Committee
Charter of Compeq, the company has established the remuneration committee,
which shall exercise the care of a good administrator in faithfully performing the
official powers listed below, and shall submit its recommendations for
deliberation by the board of directors.
1. Prescribe and periodically review the performance review and remuneration

policy, system, standards, and structure for directors and managements.
2. Periodically evaluate and prescribe the remuneration of directors and
managements.

3.4 Implementation of Corporate Governance

3.4.1 Board of Directors :
A total of 5 (A) meetings of the Board of Directors were held in the previous period.
The attendance of director and supervisor were as follows :

. Attendance in Attendance Rate
Title Name Person (B) By Proxy %) [B/A] Remarks

Chairman of

the Board Charles C.Wu 5 0 100%
Director K.S Peng 4 1 80%
Director PK. Chiang 5 0 100%
Director PY.Wu 5 0 100%
Director PH.Wu 5 0 100%

. Andrew Chen, on behalf of

Director Chang-Zhi Investment Co., Ltd. S 0 100%
Independent

Director Tung Chun Huang 5 0 100%
Independent . 0
Director Tzu Kuan Chiu 5 0 100%
Independent C 0
Director Teng Ling Liu 5 0 100%
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Other mentionable items :
1. If any of the following circumstances occur,, the dates of the meetings, sessions, contents of

motion, all independent

1.1 Matters referred to in Article 14-3 of the Securities and Exchange Act.

directors’ opinions and the company’s response should be specified:

Meeting
Date

Proposal

Independent
Director’s
opinion

Treatment of
Independent
Director’s
opinion

Resolution

2019.03.13

1.Approved 2019 Statement of Internal
Control System
2.Approved the Report on the 2019
Employee Compensation
Distribution
3.Approved 2019 Financial Statements
4.Approved 2019 Business Report
5.Approved the proposal for
distribution of 2019 earnings
6.Approved the proposal for Financing
with financial institutions
7.Approved the proposal for
endorsement, or provision of
guarantee
8.Approved the proposal for the hiring
or dismissal of an attesting CPA, and
evaluating the Independence.
9.Approved the Amendment to the
Audit Committee Charter.
10.Approved the Amendment to the
Rules of Procedure for Board of
Directors Meetings.
11.Approved the Candidate List for the
Board of Directors offered by
Compeq
12.Approved the proposal for release
the prohibition on directors from
participation in competitive
business
13.Approved the meeting date of 2020
Annual Shareholders' Meeting
14.Approved 2020 Annual
Shareholders’ Meeting Agenda
15.Proposal submission date for 2020
annual shareholders' meeting.
16.The date for nominating candidates
of Directors (including
Independent Directors) for 2020
annual shareholders' meeting
17.Approved the Appointment of CEO
18.Approved the recommendations
submitted by Remuneration
Committee

None

Approved

proposal
was
approved
as
proposed

2020.05.07

1.Approved 2020Q1 Financial
Statements

2.Approved the proposal for Financing
with financial institutions

3.Approved the proposal for
endorsement, or provision of
guarantee

None

Approved

proposal
was
approved
as
proposed
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4.Approved the Ethical Corporate
Management Best Practice
Principles of Compeq

5.Approved the Amendment of
Corporate Governance Best Practice
Principles of Compeq

6.Approved the Amendment of
Corporate Social Responsibility
Best Practice Principles of Compeq

7.Approved the Amendment to the
Remuneration Committee Charter.

8.Approved the recommendations
submitted by Remuneration
Committee

2020.08.06

1.Approved the Amendment of
Internal Control System of Compeq.

2.Approved 2020Q2 Financial
Statements

3.Approved the proposal for Financing
with financial institutions

4.Approved the proposal for
endorsement, or provision of
guarantee

5.Approved the proposal Directors &
Officers liability Insurance

6.Approved the Amendment to the
Rules of Procedure for Board of
Directors Meetings

7.Approved the Amendment to the
Audit Committee Charter

8.Approved the Amendment to the
Remuneration Committee Charter.

9.Approved the recommendations
submitted by Remuneration
Committee

None

Approved

proposal
was
approved
as
proposed

2020.11.05

1.Approved 2021 Internal auditing
plan

2.Approved 2020Q3 Financial
Statements

3.Approved the proposal for Financing
with financial institutions

4.Approved the proposal for
endorsement, or provision of
guarantee

5.Approved the appointment of Chief
Internal Auditor.

6.Approved the regulations of
self-evaluation of the Board of
Directors of Compeq

7.Approved the recommendations
submitted by Remuneration
Committee

None

Approved

proposal
was
approved
as
proposed

2021.03.11

1.Approved 2020 Statement of Internal
Control System

2.Approved the Report on the 2020
Employee Compensation
Distribution

None

Approved

proposal
was
approved
as
proposed

21




3.Approved 2020 Financial Statements
4.Approved the proposal for
distribution of 2020 earnings
5.Approved the proposal for Financing
with financial institutions
6.Approved the proposal for
endorsement, or provision of
guarantee
7.Approved the proposal for the hiring
or dismissal of an attesting CPA, and
evaluating the Independence.
8.Approved the Amendment to the
Acrticles of Incorporation
9.Approved the meeting date of 2021
Annual Shareholders' Meeting
10.Approved 2021 Annual
Shareholders’ Meeting Agenda
11.Approved 2020 Business Report
12 Proposal submission date for 2021
Annual Shareholders' Meeting
13.Approved the recommendations
submitted by Remuneration
Committee
1.2 Other matters involving objections or expressed reservations by independent
directors that were recorded or stated in writing that require a resolution by the
board of directors. : None
2. If there are directors’ avoidance of motions in conflict of interest, the directors’ names,
contents of motion, causes for avoidance and voting should be specified :
2020 BOD held on March 12, May 7, August 6, November 5,and 2021 BOD on March
11, when the Compensation Committee made a proposal to discuss the salary system for
directors, supervisors, and managers, Chairman Wu, Director Jiang, Director Chen,
Director P.Y. Wu, and Director P.H, Wu recused themselves from the discussion and
voting of their salary. The proposal was unanimously approved by all present directors.
3. For information on the evaluation cycle, period, scope, method and content of the
self-evaluation of the board of directors, please refer to the attached table
"Implementation of Board Evaluation™ :

Evaluatio| Evaluated | Evaluation | Evaluatio .
ncycle | period scope n method Evaluation content
(1) Performance evaluation of the
board of directors: including the
level of participation in the
) company's operations, the quality of
Including the :Qg%‘;?g the board's decision-making, the
performance | oot evalu composition and structure of the
evaluation of : . .
January 1, | the board of aﬁlog Ofd board of directors, the selection and
Oncea | 2020 ~ directors, E)fe oar continuous training of directors,
year gfcgg‘z%er er)dalrvddual directors, internal control, etc.

’ members and | Self-evalu | (2) Performance evaluation of
functional gggp dOf individual directors: including the
committees. | oobare company's goals and tasks,

directors' recognition of
responsibilities, participation in the
company's operations, internal
relationship management and
communication, professional and
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continuous training of directors,
internal control, etc.
(3)Performance evaluation of
functional committees: the degree
of participation in the operation of
the company, the recognition of the
responsibilities of the functional
committees, the decision-making
quality of the functional
committees, the composition of the
functional committees, the selection
of members, and internal control

4. Measures taken to strengthen the functionality of the board: The Board of Directors has
established an Audit Committee and a Remuneration Committee to assist the board in
carrying out its various duties. :

All of the board of directors meeting of the company have followed the “Rules of
Procedure for the Board of Directors Meeting and related regulations, and the company
has established audit committee to ensure the quality of important business decisions.

3.4.2 Audit Committee :
A. Audit Committee :
A total of 5 (A) Audit Committee meetings were held in the previous period. The
attendance of the independent directors was as follows:

i Attendance in Attendance Rate
Title Name Person (B) By Proxy %) [B/A] Remarks

Independent

Director Tung Chun Huang 5 0 100%
Independent |- |« an Chi 5 0 100%

Director
Independent L 0

Director Teng Ling Liu 5 0 100%

Other mentionable items :

1. If any of the following circumstances occur, the dates of meetings, sessions, contents of motion,
resolutions of the Audit Committee and the Company’s response to the Audit Committee’s
opinion should be specified:

1.1 Matters referred to in Article 14-5 of the Securities and Exchange Act.

Treatment of
Independent
Director’s
opinion

IndependenJ
Proposal Director’s
opinion

Meeting

Date Resolution

1.Approved 2019 Statement of Internal
Control System
2.Approved 2019 Financial Statements
3.Approved 2019 Business Report
4.Approved the proposal for distribution
of 2019 earnings proposal
5.Approved the proposal for Financing was
2020.03.12 with financial institutions None | Approved | approved
6.Approved the proposal for endorsement, as
or provision of guarantee proposed
7.Approved the proposal for the hiring or
dismissal of an attesting CPA, and
evaluating the Independence.
8.Approved the Amendment to the Rules
of Procedure for Board of Directors
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Meetings.
9.Approved the Amendment to the Audit
Committee Charter.
10.Approved the recommendations
submitted by Remuneration
Committee

1.Approved 2020Q1 Financial Statements

2.Approved the proposal for Financing
with financial institutions

3.Approved the proposal for endorsement,
or provision of guarantee

4.Approved the Ethical Corporate

Management Best Practice Principles of prss):ssal
2020.05.07 Compeg None | Approved | approved
R 5.Approved the Amendment of Corporate as
Governance Best Practice Principles of proposed
Compeq
6.Approved the Amendment of Corporate
Social Responsibility Best Practice
Principles of Compeq
7.Approved the Amendment to the
Remuneration Committee Charter.
1.Approved 2020Q2 Financial Statements
2.Approved the proposal for Financing
with financial institutions
3.Approved the proposal for endorsement,
or provision of guarantee
4.Approved the proposal Directors & prc\:\pl):ssal
Officers liability Insurance
2020.08.06 5.Approved the Amendment to the Rules None | Approved app;gved
of Procedure for Board of Directors proposed
Meetings
6.Approved the Amendment to the Audit
Committee Charter
7.Approved the Amendment to the
Remuneration Committee Charter.
1.Approved 2020Q3 Financial Statements
2.Approved the proposal for Financing
with financial institutions
3.Approved the proposal for endorsement, pr(\j\gl):ssal
or provision of guarantee
2020.11.06 4.Approved the appointment of Chief None | Approved app;cs)ved
Internal Auditor. proposed

5.Approved the regulations of
self-evaluation of the Board of
Directors of Compeq
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1.Approved 2019 Statement of Internal
Control System

2.Approved 2019 Financial Statements

3.Approved 2019 Business Report

4.Approved the proposal for distribution

of 2019 earnings proposal
5.Approved the proposal for Financing was

2021.03.11 | with financial institutions None | Approved | approved
6.Approved the proposal for endorsement, as

or provision of guarantee proposed

7.Approved the proposal for the hiring or
dismissal of an attesting CPA, and
evaluating the Independence.

8.Approved the Amendment to the
Articles of Incorporation

1.2 Other matters which were not approved by the Audit Committee but were approved by
two-thirds or more of all directors. : None

2. If there are independent directors’ avoidance of motions in conflict of interest, the directors’
names, contents of motion, causes for avoidance and voting should be specified :
Independent director Tzu Kuan Chiu is invited to serve as an independent director of Founder
Fubon Fund Management Co., Ltd. When the Audit Committee discussed to release the
prohibition on directors from participation in competitive business, Independent director Tzu
Kuan Chiu recused herself from the discussion and voting process. The proposal was
unanimously approved by all present independent directors.

3. Communications between the independent directors, the Company's chief internal auditor and
CPAs (e.g. the material items, methods and results of audits of corporate finance or operations,

etc.)
Communications between the independent directors and the Company's chief internal auditor
_ independent | | G0N0
Date Discussion content Director’s Di ;
opinion frector s
opinion

1.2020 Internal auditing report.
2.Approved 2019 Statement of Internal
2020.03.12 | Control System. None Approved
3.Independence director’s assignment
follow-up actions report.

1.2020 Internal auditing report.
2.Internal control failure of external case
2020.05.07 | report. None Approved
3.Independence director’s assignment
follow-up actions report.

1.2020 Internal auditing report.
2020.08.06 | 2.Independence director’s assignment None Approved
follow-up actions report.

1.2020 Internal auditing report.
2020.11.05 | 2.Independence director’s assignment None Approved
follow-up actions report.

1.2021 Internal auditing report.
2.Approved 2020 Statement of Internal
2021.03.11 | Control System. None Approved
3.Independence director’s assignment
follow-up actions report.

Communications between the independent directors and CPA once a year at least
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Independent | Treatment of
Date Discussion content Director’s Independent
opinion  Director’s opinion

The independent directors every year to inquire
about the opinions and suggestions for the
2020.12.23 |financial statements, as the basis for the CPA to None Approved
assess the effectiveness of corporate
governance and internal control

3.4.3 Chief corporate governance officer
3.4.3.1 Appointed Fine Lu, the CFO as the chief corporate governance officer to be in
charge of Compeq’s corporate governance affairs. The corporate governance
affairs are the following items:
A. Handling matters relating to board meetings and shareholders meetings
according to laws.
B. Producing minutes of board meetings and shareholders meetings.
C. Assisting in on boarding and continuous development of directors and
supervisors.
D. Furnishing information required for business execution by directors and
supervisors.
E. Assisting directors and supervisors with legal compliance.
F. Other matters set out in the articles or corporation or contracts.
3.4.3.2 2020 Result of the work:
A. Handling matters relating to 2020 board meetings and shareholders meetings.
B. Producing minutes of 2020 board meetings and shareholders meetings
C. Assisting continuous development of directors and supervisors in 2020
D. Furnishing information required for business execution by directors and
supervisors in 2020
E. Assisting directors and supervisors with legal compliance in 2020
F. Assisting in the Amendment to the Articles of Incorporation in 2020
3.4.3.3 Continuing education of Chief corporate governance officer

Continuing
Date Institutions course Education
Hours

Total
Hours

Analysis and Practice of

Securities and International Tax Trends Issues
2020/07/12 Futures Institute |under the New Version of 3.0
Corporate Governance Blueprint

. Listed Company Governance

Taiwan Stock .
2020/10/16| Exchange and Corporate Integrity 3.0

Cor ; Directors and Supervisors ' 15.0

poration X
Promotion Conference

Prevention of Insider Trading

Securities and . . )
2020/10/21 Futures Institute and I_n§.|der Equity Trading 3.0
Publicity Seminar
2020/11/18 Securities and Discussion on the salary issues 3.0

Futures Institute |of employees and directors
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Governance Best-Practice Principles for TWSE Listed Companies”

3.4.4 Corporate Governance Implementation Status and Deviations from “the Corporate

Evaluation Item

Implementation Status

Deviations from “the
Corporate Governance
Best-Practice

Governance Best-Practice Principles for
TWSE/TPEX Listed Companies”?

2018.Nov.02

Yes | No Abstract Illustration Principles for TWSE
Listed Companies”
and Reasons
1.Does the company establish and disclose The Company have established and
the Corporate Governance Best-Practice disclosed Corporate Governance Best
Principles based on “Corporate \% Practice Principles of Compeq on No difference.

2.Shareholding structure & shareholders’
rights

(1)Does the company establish an internal
operating procedure to deal with
shareholders’ suggestions, doubts,
disputes and litigations, and implement

The Company establishes internal
procedures and assigns designated
departments to handle shareholder
suggestions, proposals, complaints and

possess the following abilities:

Ability to make operational judgments.
Ability to perform accounting and
financial analysis.

Ability to conduct management
administration.

Ability to conduct crisis management.
Knowledge of the industry.

\Y . ) No difference.
based on the procedure? disputes. Shall there be any legal issue,
our legal department and outside
counsel will involve and handle the
issues.
(2)Does the company possess the list of The Company maintains a good
its major shareholders as well as the relationship with major shareholders .
. \V . ) No difference.
ultimate owners of those shares? and keeps an updated list of the major
shareholders.
(3)Does the company establish and The Company has established
execute the risk management and appropriate internal policies and
firewall system within its conglomerate y a_SS|gned designated perso_nnel to handle No difference.
structure? risk management mechanism and
“firewall” between the Company and its
affiliates.
(4)Does the company establish internal The company establishes internal rules
rules against insiders trading with \Y, against insiders trading. No difference.
undisclosed information?
3.Composition and Responsibilities of the
Board of Directors
(1)Does the Board develop and The composition of the board of
implement a diversified policy for the directors is determined by taking
composition of its members? diversity into consideration. All
members of the board shall have the
knowledge, skills, and experience
necessary to perform their duties. To
achieve the ideal goal of corporate
Vv governance, the board of directors shall No difference.
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Evaluation Item

Implementation Status

Yes

No

Abstract Illustration

Deviations from “the
Corporate Governance
Best-Practice
Principles for TWSE
Listed Companies”
and Reasons

An international market perspective.
Ability to lead.
Ability to make policy decisions.

(2)Does the company voluntarily
establish other functional committees
in addition to the Remuneration
Committee and the Audit Committee?

The Company established
Compensation Committee and Audit
Committee and its policies and
procedures. Apart from the above
mentioned committees, the Company
has not established any other functional
committee.

No difference.

(3)Does the company establish a standard
to measure the performance of the
Board, and implement it annually?

The company establishes a standard to
measure the performance of the Board,
and implement it in March 2021.

No difference.

(4)Does the company regularly evaluate
the independence of CPAs?

Since 2018, the Company has evaluated
the independence of CPA once a year.
The following 15 items are included in
the evaluation: 1) Changes of CPA
within 7 years since the latest auditing;
2) No material conflicts of interest in
finance with the client; 3) CPA shall
avoid any improper relationship with
the client; 4) CPA should ensure the
integrity, fairness, and independence of
their assistants; 5) CPA shall not audit
the financial statements of the company
he/she served at in the most recent 2
years; 6)The name of CPA cannot be
used by others.;7) CPA shall not hold
shares of the Company and its affiliates;
8) CPA does not have loans with the
Company and its affiliates; 9) CPA does
not involve in common investments or
shared interests with the Company and
its affiliates; 10) CPA does not
concurrently hold positions with regular
pay in the Company or its affiliates; 11)
CPA does not involve in policy making
or management in the Company or its
affiliates; 12) CPA does not own
business that might lose its
independence; 13) CPA is not the
spouse or relatives within the second
degree of kinship of the personnel in the
management team; 14) CPA does not
receive any work-related commission;
15) CPA does not receive any sanction
or involve in any matter that breaches

the independence principle. The most

No difference.
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Implementation Status Deviations from “the
Corporate Governance
Best-Practice

Yes | No Abstract Illustration Principles for TWSE
Listed Companies”
and Reasons

Evaluation Item

recent evaluation was on March 3,
2021. Backer Tilly Clock&Co also
issued an "Independence Declaration".
This proposal was submitted to and
approved by the Audit Committee and
the Board of Directors on March 11,
2021.

4.Does the company set up a corporate
governance unit or appoint personnel
responsible for corporate governance
matters (including but not limited to
providing information for directors and

. . . The company has appointed a person
supervisors to perform their functions, pany pp P

handling work related to meetings of the v responsible for corporate governance No difference.
board of directors and the shareholders' matters.
meetings, filing company registration and
changes to company registration, and
producing minutes of board meetings and
shareholders’ meetings)?
5.Does the company establish a The company establishes a
communication channel and build a communication channel and builds a
designated section on its website for designated section on its website for
stakeholders (including but not limited to stakeholders, employees, customers, .
\Y . No difference.
shareholders, employees, customers, and and suppliers, as well as handles all the
suppliers), as well as handle all the issues issues they care for in terms of
they care for in terms of corporate social corporate social responsibilities.
responsibilities?
6.Does the company appoint a professional The Company designates Taishin
shareholder service agency to deal with International Bank Stock Transfer .
. Vv . No difference.
shareholder affairs? Agency Department Inc. to deal with

shareholder affairs.

7.Information Disclosure

(1)Does the company have a corporate The company has an official website to
website to disclose both financial disclose both financial standings and the .
- \ No difference.
standings and the status of corporate status of corporate governance.
governance?
(2)Does the company have other The company has official website for
information disclosure channels (e.g. information disclosure, and appoint
building an English website, designated people to handle information
appointing designated people to handle | V collection and disclosure, creating a No difference.
information collection and disclosure, spokesman system, webcasting investor
creating a spokesman system, conferences.

webcasting investor conferences)?

(3)Does the company publish and report
its annual financial report within two
months after the end of a fiscal year, \Y
and publish and report its financial
reports for the first, second and third

The company publishes and reports its
annual financial report in time.

NA
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Implementation Status Deviations from “the
Corporate Governance
Best-Practice

Yes | No Abstract Illustration Principles for TWSE
Listed Companies”
and Reasons

Evaluation Item

quarters as well as its operating status
for each month before the specified

deadline?

8.Is there any other important information 1.Employees rights and wellness are
to facilitate a better understanding of the stated in internal policies as required
company’s corporate governance by relevant laws and regulations.
practices (e.g., including but not limited 2.The Company maintains good
to employee rights, employee wellness, relationship with investors and have
investor relations, supplier relations, IR system to handle the investors;
rights of stakeholders, directors’ and affairs.
supervisors’ training records, the 3.The company designates personnel
implementation of risk management exclusively dedicated to handling
policies and risk evaluation measures, the suppliers’ affairs.
implementation of customer relations 4.The company maintains
policies, and purchasing insurance for communication with stakeholders and
directors and supervisors)? safeguards their rights and interests.

The company maintains channels of

communication with its banks, other

creditors, employees, consumers,

suppliers, community, or other

stakeholders of the company, respects

and safeguards their legal rights and

interests, and designates a

stakeholders section on its website.

When any of a stakeholder's legal

\Y rights or interests is harmed, the No difference.
company shall handle the matter in a
proper manner and in good faith.

5.Continuing education of directors:
None

6.Internal control, auditing and
self-evaluation procedures are in
place.

7.In order to protect the interests of the
consumers and customers, the
company has designated personnel
exclusively dedicated to handling the
customers’ proposals, inquiries, and
disputes.

8.The company has taken out directors
liability insurance with respect to
liabilities resulting from exercising
their duties during their terms of
occupancy so as to reduce and spread
the risk of material harm to the
company and shareholders arising
from the wrongdoings or negligence
of a director.
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Deviations from “the
Corporate Governance
Best-Practice
Principles for TWSE
Listed Companies”
and Reasons

Implementation Status

Evaluation Item

Yes | No Abstract Illustration

9.Please explain the improvements which have been made in accordance with the results of the Corporate Governance
Evaluation System released by the Corporate Governance Center, Taiwan Stock Exchange, and provide the priority
enhancement measures.
The result of the Corporate Governance Evaluation of the company falls in the range of the first 35% to 50% of the
Taiwan listed companies. The company will rectify the non-compliance items to improve the Corporate Governance

system gradually.

3.4.5 Status of Remuneration Committee :

A.
Met One of the Following Professional Qualification Requirements -
) l @ on e Independence Criteria(Note) |\, ver of
with at Least Five Years Work Experience umber of
An Instructor or Higher T, 1 o oo |Have Work Other Public
Criteria |Position ina Department of Attom% ' Certified Public ' |Experience in Companles in
Commerce, Law, Finance, Y. the Areas of Which the
- Accountant, or Other Individual is
Ti Accounting, or Other : ] Commerce, Remarks
itle ; Professional or Technical - Concurrently
Academic Department | g colict Who has Passeda |2 FInance 1 15 1 g1 4 5 | 6 10| Servi
Related to the Business Ngtional Examination and been| " Accounting, Serving a
Name Needs of the Company ina oS or Otherwise Member of_
Public or Private Junior Awarde_:d a Certificate ina Necessary for Remuneratio
College, College or Prof_essmn Necessary for the the Business of n Committee
L2 Business of the Company
University the Company
Independent|  Tung Chun v . ANNNN, L, .
Director Huang
Inde.pendent Tzu Kuan Chiu v v vViviviviviv v 0
Director
Independent
'p Teng Ling Liu v VI ivVIVIVIVIY v 0
Director
Note

1. Not an employee of the Company or any of its affiliates.
2. Not a director or supervisor of the Company or any of its affiliates (not applicable in cases where the person is an
independent director of the Company, its parent company, subsidiary, or the subsidiary of the same parent
company in accordance with the Act or with local laws).
3. Not a natural-person shareholder who holds shares, together with those held by the person's spouse, minor
children, or held by the person under others' names, in an aggregate amount of one percent or more of the total
number of issued shares of the company or ranks as one of its top ten shareholders.
4. Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship of a
manager in (1) or personnel in (2) and (3).
5. Not a director, supervisor, or employee of a corporate shareholder that directly holders 5% or -59- more of the
Company's outstanding shares, is a top five shareholder, or appointed a representative as the Company's director
or supervisor in accordance with Article 27, Paragraph 1 or 2 of the Company Act (not applicable in cases where
the person is an independent director of the Company; its parent company, subsidiary, or the subsidiary of the
same parent company in accordance with the Act or with local laws).
6. Not a director, supervisor, or employee of other companies controlled by the same person with over half of the
Company's director seats or shares with voting rights (hot applicable in cases where the person is an independent
director of the Company, its parent company, subsidiary, or the subsidiary of the same parent company in
accordance with the Act or with local laws).
7. Not a director, supervisor, or employee of another company or institution who is the same person or spouse of the
Company's chairperson, president or equivalent position (not applicable in cases where the person isan
independent director of the Company, its parent company, subsidiary, or the subsidiary of the same parent
company in accordance with the Act or with local laws).
8. Shareholders (not applicable in cases where the specific company or institution holds 20% or more but less than
50% of the Company's outstanding shares, and is an independent director of the Company, its parent company,
subsidiary, or the subsidiary of the same parent company in accordance with the Act or with local laws).
9. Not a professional individual who, or an owner, partner, director, supervisor, or manager of a sole proprietorship,
partnership, company, or institution that audited or provided commercial, legal, financial, or accounting services
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for total compensation not exceeding NT$500,000 in the most recent two years to the company or to any affiliate
of the company, or a spouse thereof, This does not apply to members of the Remuneration Committee, Public
Tender Offer Review Committee, or Merger and Acquisition Special Committee performing duties in accordance
with the Securities and Exchange Act or laws and regulations related to mergers and acquisitions.
10. Not having any of the situations set forth in Article 30 of the Company Act of the R.O.C.
B. A total of 4 meetings of Remuneration Committee were held in the previous period. The

status of attendance is as follows.

Title Name Algteerr;gﬁn(cBe)in By Proxy Attend?rér;isate (%) Remarks
Chairman Teng Ling Liu 4 0 100%
Member Tzu Kuan Chiu 4 0 100% Note 1
Member Tung Chun Huang 4 0 100%

Note 1 : The functions of the Committee are to professionally and objectively evaluate the
policies and systems for compensation of the directors and managements, and
submit recommendations to the board of directors for its reference in decision
making.

Other Information to be disclosed:

. Independent Treatment of
Meeting . , .
Date Proposal Director’s Independent Resolution
opinion Director’s opinion
proposal was
2020.05.07 | 2019Q 1bonus payment review and approval. None Approved approved as
proposed
1. Directors' remuneration review and approval. proposal was
2020.08.06 | 2.2019Q2 bonus payment review and approval. None Approved approved as
3.Retention bonus payment review and approval. proposed
1.2019Q3 bonus payment review and approval. proposal was
2020.11.05 | 2.Vice President R.H. Chung Retirement payment None Approved approved as
and approval. proposed
1.2019Q4 bonus payment review and approval.
2.The performance outcome and approval of proposal was
2021.03.11 infrastructure construction bonus in 2020 None Approved approved as
3. The performance outcome and approval of proposed
targetvbonus in 2020.

1. If Board of Directors did not adopt or revise the proposal made by the Compensation
Committee, please specify the date, session, agendas and resolutions of the Board of
Directors meeting and how the Company handled the proposal made by the Compensation
Committee (If amount of the compensation approved by the Board of Directors is higher
than that proposed by the Compensation Committee, please specify the reasons and
differences in proposals.): None.

2. If any members of the Compensation Committee were against or reserved their opinions
towards the resolutions, please specify the date, session, agendas, opinions of all members
and how the opinions were handled: None.
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3.4.6 Fulfillment of Social Responsibility and Deviations from the "Corporate Social

Responsibility Best-Practice Principles for TWSE/TPEX Listed Companies™ and

Reasons

Evaluation Item

Implementation Status

Deviations from “the
Corporate Social
Responsibility Best-Practice
Principles for TWSE/TPEX

yes | No Abstract Explanation Listed Companies” and
Reasons
Compeq’s identification of major topics is
based on the GRI Guidelines to evaluate
two aspects such as the economic,
environmental and social impacts, as well
as the assessment of impact on the
1. Does the company assess ESG risks stakeholders. The objective is to evaIL_Jate
' . . . the consequences of relevant economic,
associated with its operations based on the . L .
principle of materiality, and establish related environmental and social impacts from No difference.
risk management policies or strategies? Compeq. However, |f_the green products
create economic, environmental and/or
social impacts, or they are significant to
the decision-making of stakeholders, then
it should be made clear to the stakeholders
through the use of assessment tools in the
existing product life cycle.
2. Does the company establish exclusively (or . .
concurrently) l?jed)i/cated first-line manZgEers The com;laz;my has a:snt%ned ?e&'.cited t
authorized by the board to be in charge of| V gsasgzgceuti(z)r??fnt]ﬁeecSieersn:nalserr:vgrr:t No difference.
proposing the corporate social responsibility system 9
policies and reporting to the board? '
3 Sustainable Environment Development
environmental management systems_based \Y complete documenta?ion and )r/egular No difference.
on the characteristics of their industries? external audits.
3.2 Does the company endeavor to utilize all -rg::i/gﬁ :;Jpggg ?QU::SO%:#grzorxerézgurces
:gzzl\j\;;glse m;ntgﬁals SvTiilhe ng//e I(?vr:/dimpfci \Y% (c_a.g., recovery of water, copper, gold and No difference.
on the environment? S|Iver_metals) as well as the reuse _of pallet
materials to reduce waste production.
In addition to implementing GHG
3.3 Does the company evaluate potential risks inventory and reduction, the company
and opportunities brought by climate v voluntarily discloses its achievements No difference
change, and take response measures to through channels including the CSR report ’
climate-related issues? published every June, customer survey,
and the Carbon Disclosure Project (CDP).
3.4 Does the company compile statistics of
reenhouse gas emissions, water use, and . I
?otal weight%f waste in the past two years, In addition to regularly reviewing
and does it establish policies for energy greenhoyse gas, water use reduction, and .
conservation & carbon reduction. \% total weight of waste, t_he company also No difference.
greenhouse gas emission reduction, water sets relevant policy objectives for regular
use reduction. and other waste review and continuous improvement.
management?
4.Social issues
. The Company follows international
41 ac;?;g;?nce?]rpEgﬂzigrg::ék’gfoiggg?ss“ate v gui?el:nes definled in S?fSt('J]OO and BRAto \o it
: - protect our employees. ere are any o difference.
rigorous provision is adopted.
The Group complies with the Labor
Standards Act and related laws and
4.2 Does the company have reasonable regulations when setting salary and
employee benefit measures (including benefits measures, and provides benefits
salaries, leave, and other benefits), and do \Y that are competitive in the market to No difference.

business performance or results reflect on
employee salaries?

encourage employees. Furthermore,
periodic evaluations are conducted for
issuing performance bonuses to share
profits with employees.
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The company has passed the certification
of both OHSAS18001 and TOSHMS of
MOL, and both certificates are still valid.
Apart from providing employees with a
\Y safe and healthy work environment, No difference.
periodic safety and health education and
training are according to the above
standards. Most importantly, we accept
audits periodically.

4.3 Does the company provide a healthy and
safe working environment and organize
training on health and safety for its
employees on a regular basis

The company provides a range of
comprehensive training programs based on
the organization and roles. The head of
each functional unit is responsible for
defining the skills and knowledge required
for personnel of all levels in their
particular field. With the assistance of the

4.4 Does the company provide its employees training unit, these are converted into
with career development and training \Y% suitable training courses that give No difference.
sessions? employees the professional skills and

knowledge required to carry out their
work. All employees are encouraged to
actively share their knowledge and
combine the results with the performance
evaluation system in order to realize the
goal of employee learning and the passing
down of experience.

As the company’s operations do not
include end-users, we only ensure that the
products and services provided for
customers and by suppliers and if their
collections and payments meet the contract
terms and related laws and regulations.

1. We ensure that products or services are
provided in compliance with the contract

4.5 Does the company comply with relevant terms and related laws and regulations.
regulations and international standards in 2. Where appropriate and applicable, we
customer health and safety, customer provide correct and clear information
privacy, and marketing and labeling its \Y regarding the content, maintenance and No difference.
goods and services, and has it established repair, storage, and disposal of products or
consumer rights protection policies and services to ensure customers are well
complaint procedures? informed prior to making a decision.

3. We establish and implement a
transparent and effective customer
grievance procedure fairly and timely to
resolve customer grievances without
incurring undue fees or burdens.

\We do not to engage in any deception,
misdirection, fraud or unfair statements or
omissions, or any other improper acts.

CSR performance is the one of the
company’s main concerns in supplier
selection. Apart from requesting qualified
suppliers to sign the “Compeq Supplier
\Y/ CSR and Code of Ethics Declaration,” we No difference.
require suppliers to fill in the “Supplier
CSR Self-Assessment Form” or conduct a
“Supplier CSR Audit” in respect of their
risks.

4.6 Does the company have a supplier
management policy, require suppliers to
comply with regulations on environmental
protection, occupational safety and health,
and labor rights, and what is its
implementation status

Compeq referenced internationally
accepted reporting standards in 2019 in
preparing the 2018 Corporate Social
Responsibility Report, and obtained a
limited assurance report from a third party
verification unit. The Corporate Social
Responsibility Report may be accessed at
the Compeq’s official website.

5. Does the company reference internationally
accepted reporting standards or guidelines,
and prepare reports that disclose
non-financial information of the company, \Y
such as corporate social responsibility
reports? Do the reports above obtain
assurance from a third party verification unit?

No difference.

6. If the Company has established the corporate social responsibility principles based on “the Corporate Social Responsibility
Best-Practice Principles for TWSE/TPEx Listed Companies”, please describe any discrepancy between the Principles and their
implementation :

The Company has established "Corporate Social Responsibility Best Practice Principles” to fulfill its social responsibilities. There is
no difference between actual operations and the Company's best practice principles

7 Other important information to facilitate a better understanding of the company's corporate social responsibility practices :
There is a specific CSR section on the company’s official website including CSR policy, targets and management procedures.
( http://www.compeq.com.tw/duty01.php).
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3.4.7 Implementation of Ethical Corporate Management and Deviations from the "Ethical
Corporate Management Best-Practice Principles for TWSE/TPEX Listed Companies”

and Reasons

Evaluation Item

Implementation Status

Deviations from “the
Ethical Corporate
Management
Best-Practice
Principles for
TWSE/TPEX Listed

unit supervised by the Board to be in
charge of corporate integrity?

organization discloses the CSR report and report
to BOD the progress of report publication by the
end of June every year.

Yes |No Abstract Illustration Companies” and
Reasons
1 Establishment of ethical corporate
management policies and programs
Although we have not established an “Ethical
Corporate Management Best Practice Principles
for TWSE/TPEX Listed Companies”, our ethical
corporate management unit has established the
“Ethics Policy” (by management) and published
it on the corporate website. In addition to the
“Ethics and Integrity Management Regulations”
and the “CSR Manual”, and we have specified
1.1 Does the company declare its ethical the requirements for ethical conduct in the
corporate management policies and “Supplier CSR and Ethics and Integrity
procedures in its guidelines and external | v/ Declaration” to ensure that all Compeq business No difference.
documents, as well as the commitment activities are ethically and integrally conducted.
from its board to implement the policies? We have also established regulations to govern
the accounting system and ensure that the internal
control system is completely, fairly, accurately,
timely, and comprehensibly disclosed. We further
announce the need for business ethics and
integrity, the implementation of anti-corruption
and reporting of corruption, and the measures for
protecting retaliation, in order to provide proper
grievance channels.
1.2 Does the company establish mechanisms
for assessing the risk of unethical
conduct, periodically analyze and assess The ethical management unit has established
operating activities within the scope of “Code of Ethics Management Rules”. It includes
business with relatively high risk of operating procedures, guides to behavior,
unethical conduct, and formulate an punishment for violations of rules on undue or .
unethical conduct prevention plan on this | ¥ improper advantage. Code of ethics and No difference.
basis, which at least includes preventive anti-corruption measures have been implemented
measures for conduct specified in Article along with protection for whistle blowers through
7, Paragraph 2 of the Ethical Corporate proper grievance channels.
Management Best-Practice Principles for
TWSE/TPEX Listed Companies?
The company has established the “Guidelines on
1.3 Does the company specify operating Labor and Ethical Risk Management” based on
procedures, guidelines for conduct, the articles governing unethical behavior from the
punishments for violation, rules of appeal “Ethical Corporate Management Best Practice .
in the unethical conduct prevention plan, | Y Principles for TWSE/GTSM Listed Companies”. No difference.
and does it implement and periodically The "Code of Ethics Management Rules" also
review and revise the plan? identifies and provides preventive measures for
business activities at higher risk.
2 Fulfill operations integrity policy
The “Supplier CSR and Code of Ethics
Declaration” designed by the ethical management
unit includes an ethical behavior clause to ensure
2.1 Does the company evaluate business that all busines_s activiti_es withi_n the orga_nization
R . are conducted in compliance with the ethical and
partners’ ethical records and include e - .
ethics-related clauses in business \ CSR standards specmed in our ethnlcal No difference.
contracts? management policy. The Declaration a_llso )
' explicitly states that the management is entitled
to terminate or reject a contract signed with the
contractor that has caused irreparable loss to
either company or customers.
The company has set up a CSR organization
2.2 Does the company establish an Zea_ded by the chairman Of. the Company who
. . esignates a senior executive as the CSR
exclusively (or concurrently) dedicated - .
\Vi management representative. The CSR No difference.
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2.3 Does the company establish policies to
prevent conflicts of interest and provide

The company has established the “Code of Ethics
Management Rules” that states the conflicts of
interest policy and initiatives. Code of ethics and

appropriate communication channels, and | ¥ anti-corruption measures have been implemented No difference.
implement it? along with protection for whistle blowers through
proper complaint channels.
The company has established an accounting
2.4 Has the company established effective system, an internal control system, and various
systems for both accounting and internal management regulations in accordance with the
control to facilitate ethical corporate Compact Act, Business Accounting Act, and .
\Y No difference.

management, and are they audited by
either internal auditors or CPAs on a
regular basis?

Securities and Exchange Act. In addition, the
internal audit unit draws up an annual audit
program based on risk assessments to verify the
performance of internal controls.

2.5 Does the company regularly hold internal
and external educational trainings on \V/
operational integrity?

The company organizes education and training
activities relating to CSR and business ethics and
integrity and request employees to receive
recurrent training every year.

No difference.

3 Operation of the integrity channel

3.1 Does the company establish both a
reward/punishment system and an
integrity hotline? Can the accused be \V]
reached by an appropriate person for
follow-up?

The company has established comprehensive
grievance and communication channels for
employees to report any activities violating the
law or the ethics and integrity regulations, or
corruption. Employees having doubts about or
detecting such activities (e.g. cooking the books,
stealing company assets, embezzling company
property, obtaining undue or improper advantage,
extortion, and leaking trade secrets) should report
to the management. We will punish or reward
relevant employees based on the severity of
offence in accordance with the employee work
rules and related regulations.

No difference.

3.2 Does the company establish standard
operating procedures for confidential
reporting on investigating accusation
cases?

The company has established the “Whistle
blowing Handling and Whistleblower Protection
Regulations” to specify the standard operating
procedures for investigations. For the protection
of whistleblowers, we promise the protection of
their identity.

No difference.

3.3 Does the company provide proper
whistleblower protection?

The company has established the “Whistle
blowing Handling and Whistleblower Protection
Regulations” to specify the standard operating
procedure for investigations. We have also
established the “Whistleblower Protection
Policy” to protect whistleblowers against
retaliation.

No difference.

4 Strengthening information disclosure
Does the company disclose its ethical
corporate management policies and the \V/
results of its implementation on the
company’s website and MOPS?

The company has a CSR section on the corporate
website and publishes a CSR report by the end of
every June to disclose our policy and information
relating to business ethics and integrity. In the
internal audit section, we publish important
regulations and disclose important documents,
such as the “Ethics and Integrity Management
Regulations”, relating to our business activities.
We also update related company information for
public reference.

No difference.

5.If the company has established the ethical corporate management policies based on the Ethical Corporate Management
Best-Practice Principles for TWSE/TPEX Listed Companies, please describe any discrepancy between the policies and their

implementation: There have been no differences

6 Other important information to facilitate a better understanding of the company’s ethical corporate management policies (e.g.,

reviews and amends its policies).

The company have approved the Ethical Corporate Management Best Practice Principles of Compeq in May 2020.

disclose the means of accessing this information :
Please refer to the official website, http://www.compeg.com.tw/company03.php

3.4.9 Other Important Information Regarding Corporate Governance:

3.4.8 If the company has established corporate governance principles and related guidelines,

Please refer to the official website, http://www.compeg.com.tw/company01.php
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3.4.10 Statement of Internal Control System

A. Statement of Internal Control System

Compeq Manufacturing Company Limited

Statement of Internal Control System
o Date: March 11, 2021

Based on the findings of self-assessment, Compeq Manufacturing Company Limited

SCompeq) states the followmﬁ with regard to its internal control system in 2020:

. Compeq is fully aware that establishing, operating and maintaining an internal
control system are the responsibilities of its Board of Directors and management,
and such a system has been established. The aim of the internal control system is to
provide reasonable assurance to effectiveness and efficiency of operations
(including profitability, performance and safeguarding of assets), reliability,
timeliness, transparenc?( and regulatory compliance of financial reporting and
compliance with of applicable laws, regulations and bylaws.

2. An_internal control system has inherent limitations. No matter how perfectly
designed, an effective internal control system can only provide reasonable
assurance of accomplishing the aforementioned three objectives. Moreover, the
effectiveness of an internal control system may be sublject to changes of
environmental or circumstances. Nevertheless, the internal control system of
Compeq contains self-monitoring mechanism and Compeq takes corrective actions
whenever a deficiency is identified. ) _ o

3. Compeq evaluates the design and operating effectiveness of its internal control
system based on the criteria provided in the Regulations Governing the

stablishment of Internal Control System by Public Companies (herein below, the
“Regulations”). The criteria adopted by the Regulations identify five constituent
elements of internal control based on the process of management control: (1)
control environment, (2% risk assessment, (3) control activities, (4) information and
communications, and (5) monitoring activities. Each component further contains
several items. Please refer to the Regulations for details. o

4. Compeq has evaluated the design and operating effectiveness of its internal control
system accord_lng_to the aforesaid criteria. ) _ )

5. Based on the findings of the self-assessment mentioned in the preceding paragraph,
Compeq believes that, as of December 31, 2020, its internal control system
(including its supervision and management of subsidiaries), as well as
understanding the defgree of achievement of its objectives concerning operational
effectiveness and efficiency, reliability, timeliness, tran_sEarency and regulatory
compliance of financial reporting, and compliance with the applicable laws,
regulations and bylaws, were effective in design and operation, and reasonably
assured the achievement of the above-stated objectives.

6. This Statement will be integral part of Compeq’s Annual Report for the year 2018
and prospectus, and will be made public. A_n)( falsehood, concealment, or other
illegality in the content made public will entail legal liability under Articles 20, 32,
171 and 174 of the Securities and Exchange Law. ) _ )

7. This Statement has been passed by the Board of Directors in their meeting held on
March 11, 2021 with zero of nine attending directors expressing dissenting
opinions, and the remainder all affirming the content of this Statement.

Compeq Manufacturing Company Limited.

Charles C. Wu
Chairman

P.K. Chiang
President

B. If CPA was engaged to conduct a special audit of internal control system, provide its
audit report: None.
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3.4.11 The penalties delivered to the Company and the staffs of the Company, or the
penalties delivered by the Company to the staffs for violations of internal control
system, the major nonconformity, and the corrective action in the most recent years
and up to the date of the annual report: None.

3.4.12 Major Resolutions of Shareholders” Meeting and Board Meetings :

A. Shareholders’ meeting -

Date

Major resolutions follow-up actions

2020.06.18

@ Approved 2019 Business Report and Financial Statements @ Declared and distributed

2019 Business Report and

Financial Statements

@ Approved the proposal for distribution of 2018 earnings @ Declared and distributed

the cash dividends NTD

1.2 per share.

@ Approved the Candidate List for the Board of Directors @®Registered by Ministry of
offered by Compeq Economic Affairs.

@ Approved the proposal for release the prohibition on directors| @Released the prohibition on
from participation in competitive business directors from

participation in

competitive business

B. Board meeting :

Date

Major resolutions

2020.03.12

1.Approved 2019 Statement of Internal Control System

2.Approved the Report on the 2019 Employee Compensation Distribution

3.Approved 2019 Financial Statements

4.Approved 2019 Business Report

5.Approved the proposal for distribution of 2019 earnings

6.Approved the proposal for Financing with financial institutions

7.Approved the proposal for endorsement, or provision of guarantee

8.Approved the proposal for the hiring or dismissal of an attesting CPA, and evaluating the

Independence.

9.Approved the Amendment to the Audit Committee Charter.

10.Approved the Amendment to the Rules of Procedure for Board of Directors Meetings.

11.Approved the Candidate List for the Board of Directors offered by Compeq

12.Approved the proposal for release the prohibition on directors from participation in
competitive business

13.Approved the meeting date of 2019 Annual Shareholders' Meeting

14.Approved 2019 Annual Shareholders’ Meeting Agenda

15.Proposal submission date for 2020 annual shareholders' meeting.

16.The date for nominating candidates of Directors (including Independent Directors) for
2020 annual shareholders' meeting

17.Approved the Appointment of CEO

18.Approved the recommendations submitted by Remuneration Committee

2020.05.07

1.Approved 2020Q1 Financial Statements

2.Approved the cash dividend distribution base date

3.Approved the proposal for Financing with financial institutions

4.Approved the proposal for endorsement, or provision of guarantee

5.Approved the Ethical Corporate Management Best Practice Principles of Compeq

6.Approved the Amendment of Corporate Governance Best Practice Principles of Compeq

7.Approved the Amendment of Corporate Social Responsibility Best Practice Principles of
Compeq

8.Approved the Amendment to the Remuneration Committee Charter.
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9.Approved the recommendations submitted by Remuneration Committee

2020.06.18 |1.Approved the election of the Company's Chairman
2.Approved the Appointment the members of Remuneration Committee

2020.08.06 |1.Approved the Amendment of Internal Control System of Compeg.

2.Approved 2020Q2 Financial Statements

3.Approved the proposal for Financing with financial institutions

4.Approved the proposal for endorsement, or provision of guarantee

5.Approved the proposal Directors & Officers liability Insurance

6.Approved the Amendment to the Rules of Procedure for Board of Directors Meetings
7.Approved the Amendment to the Audit Committee Charter

8.Approved the Amendment to the Remuneration Committee Charter.

9.Approved the recommendations submitted by Remuneration Committee

2020.11.05 |1.Approved 2021 Internal auditing plan

2.Approved 2020Q3 Financial Statements

3.Approved the proposal for Financing with financial institutions

4.Approved the proposal for endorsement, or provision of guarantee

5.Approved the appointment of Chief Internal Auditor.

6.Approved the regulations of self-evaluation of the Board of Directors of Compeq
7.Approved the recommendations submitted by Remuneration Committee

2021.03.11 |1.Approved 2020 Statement of Internal Control System

2.Approved the Report on the 2020 Employee Compensation Distribution

3.Approved 2020 Financial Statements

4.Approved the proposal for distribution of 2020 earnings

5.Approved the proposal for Financing with financial institutions

6.Approved the proposal for endorsement, or provision of guarantee

7.Approved the proposal for the hiring or dismissal of an attesting CPA, and evaluating the
Independence.

8.Approved the Amendment to the Articles of Incorporation

9.Approved the meeting date of 2021 Annual Shareholders' Meeting

10.Approved 2021 Annual Shareholders’ Meeting Agenda

11.Approved 2020 Business Report

12 Proposal submission date for 2021 Annual Shareholders' Meeting

13.Approved the recommendations submitted by Remuneration Committee

3.4.13 Major Issues of Record or Written Statements Made by Any Director or Supervisor
Dissenting to Important Resolutions Passed by the Board of Directors : None

3.4.14 Resignation or Dismissal of the Company’s Key Individuals, Including the
Chairman, CEO, and Heads of Accounting, Finance, Internal Audit and R&D :

Resignation or

Title Name Effective Date | . Remarks
Dismissal date
CEO gh\;varlljes 2001.12.1 2020.3.12 Job adjustment

Chief Internal

) R.H. Chung 2002.11 2020.10.26 retirement
Auditor.
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3.5. Information Regarding the Company’s Audit Fee and Independence
3.5.1 Information of CPA

CPA Firm CPA Auditing Period Remarks

Ting, Cheng,

Hung-Hsun | Hsien-Hsiu 2020.01~2020.12 None

Baker Tilly Clock & Co

Unit: NT$ thousands

Fee Item Audit Fee Non-Audit Fee Total
Fee range ota

1 | Below 2,000 thousand

2,000 thousand (included) ~ 4,000

thousand(excluded) 2,330 300 2,630

4,000 thousand (included) ~ 6,000
thousand(excluded)

6,000 thousand (included) ~ 8,000
thousand(excluded)

5 8,000 thousand (included) ~ 10,000
thousand(excluded)

6 | Over 10,000 thousand (included)

3.5.2 Audit Fee
A. For companies whose non-audit shared expenses account for 1/4 or more of the
audit shared expenses paid to CPA, audit firms of the CPA, or its affiliated firms,
should disclose the amount of audit and non-audit shared expenses, and the
service details of non-audit expenses: none.
Unit: NT$ thousands

CPA cpa | Audit Non- audit fee Auiing .
Firm Fee |Systemof| Company Human . S I Period
Design | Registration | Resource
Baker |Ting, Non- audit fee
Tilly  |Hung-Hsun _ _ _ 2020.01 |including Tax
Clock  |Cheng, 2,330 300 300 ~2020.12 |consultant and
& Co Hsien-Hsiu other sevice.

B. Companies that have switched accounting firms and whose annual audit shared
expenses are less than that of the previous year prior to the switch: none.

C. For companies whose audit shared expenses have decreased by 15% or more, the
ratio of the decrease in audit shared expense and the reason should be disclosed:
none.

3.6 Replacement of CPA : None

3.7 Audit Independence
The Company’s Chairman, Chief Executive Officer, Chief Financial Officer, and
managers in charge of its finance and accounting operations did not hold any positions
in the Company’s independent auditing firm or its affiliates during 2020.
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Shareholders

3.8 Changes in Shareholding of Directors, Supervisors, Managers and Major

41

Unit: Share
2020 As of Feb. 28, 2021
. : Pledged : Pledged
Title Name Holding Holding Holding Holding
Increase Increase Increase Increase
(Decrease) (Decrease) (Decrease) (Decrease)
Chairman of the
Board and CEO Charles CWu (4,693,025) 0 0 0
Director K.S Peng 0 0 0 0
Director and .
President P.K. Chiang 0 0 0 0
Director and
Executive Vice |P.Y Wu (88,000) 0 0 0
President
Director and
Corporate Vice |P.HWu 0 0 0 0
President
Chang Zhi holdings Ltd. 0 0 0 0
Director Andrew Chen, on behalf of
Chang-Zhi Investment Co., 0 0 0 0
Ltd.
Independent
Director Tung Chun Huang 0 0 0 0
ndependent Directol Tzu Kuan Chiu 0 0 0 0
ndependent Directol Teng Ling Liu
Corporate Vice |y
President Victor Lu 0 0 0 0
Vice President  |R.H. Chung 0 0 0 0
Vice President | Tony Chuang 0 0 0 0
Chief Financial |_.
Officer Fine Lu 0 0 0 0
Accounting YMWU 0 0 0 0
Manager
Shares Trading with Related Parties
R i Date of TReI%t'onSh'% bg[ween T i
eason for ate 0 ransferee and Directors, ransaction
Name Transfer Transaction Transferee Sl(erfViSOf& Managers Shares Price (NT$)
and Major Shareholders
Fiduciary trust
property
Charles CWu Trust 2020.02 account, UBS NA 2,193,025 NA
Taipei Branch
Fiduciary trust
property
Charles CWu Trust 2020.03 account, UBS NA 1,150,000 NA
Taipei Branch
Fiduciary trust
property
Charles CWu Trust 2020.08 account, UBS NA 1,350,000 NA
Taipei Branch
PY.Wu Gift 2020.12 L.T. Kao Spouse 40,000 NA
PY.Wu Gift 2020.12 S.G.Wu Filiation 48,000 NA
Shares Pledge with Related Parties : None




3.9 Relationship Among the Top Ten Shareholders :
As of Jul. 12, 2020

Name and Relationship
Shareholding Between the Company’s

Spouse’s/minor’s by Nominee | Top Ten Shareholders, or

Current Shareholding

Name Shareholding Arrangement Spouses or Relatives Remarks
Within Two Degrees
Shares % Shares % Shares | % Name Relationship
CharlesWu | Filiation
F.M. Peng Filiation
0, J— I J— J—

Y.C.Wu 30,886,106 | 2.59% P H WU Sibling
P.Y.Wu Sibling

M.D. Chang 30,790,166 | 2.58% — — — — — —

ING Life

Insurance

Company 30,000,000 [ 2.52% — — — — — —

Limited-PA
R

F.M. Peng Spouse
P.H.Wu Filiation
P.Y.Wu Filiation
Y.C.Wu Filiation

Charles Wu 29385218 | 2.47% 21,790,998 | 1.83% — —

Mercuries

Life 0

Insurance 28,340,000 | 2.383% — — — _ _ o

Co.,Ltd.
Charles Wu Filiation
F.M. Peng Filiation

0, 0, o .

P.Y.Wu 27570499 | 2.31% 9,350,800 | 0.78% P H WU Sibling
Y.C.Wu Sibling
Charles Wu Filiation
F.M. Peng Filiation

0, 0, o o

P.H.Wu 27,204,857 | 2.28% 9,966,100 | 0.84% Y WU Sibling
Y.C.Wu Sibling

Yuanta

Taiwan

High-yield 1 5 he9.000 | 2.11% _ S R B

Leading

Company

Fund

Charles Wu Spouse
P.H. Wu Filiation
P.Y.Wu Filiation
Y.C.Wu Filiation

F.M. Peng 21,790,998 | 1.83% 29,385,218 | 2.47% — —

China Life
Insurance 20,427,000 | 1.71% — — — — — —
Co., Ltd.

3.10 Ownership of Shares in Affiliated Enterprises : None
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IV. Capital and Shares

4.1 Capital Overview
4.1.1 Source of Capital

A. Issued Shares
Unit : NT$/Share
Authorized Capital Paid-in Capital Remark
Month/ | Par Capital
Amount Amount ) I ed b
ear | Value Share (N'(I)';;] Share (N'(IJ';;] Sources of Capital gsr:tis the); Other
than Cash
erteszf;tergasury Approved by the
97/12 | 10 1,600,000,000( 16,000,000,000| 1,191,820,589| 11,918,205,890| (8,685,000shares)| None |competent
authority
B. Type of Stock
Type of Authorized Capital Stock Remarks
Stock Outstanding Shares|  Un-issued Shares Total Shares Outstanding Shares
Common 1,191,820,589
Stock shares 408,179,411 shares Common Stock 1,191,820,589 shares

Note: Shelf Registration: None.

4.1.2 Status of Shareholders

(As of 7/12/2020)
1VPe| Soremment | Fincil | syl [POMESiONAC) iionsand | sum
Item Persons Nature Persons
gurmoer of 6 118 185 63,276 343 63,028
Sh?;ﬁg?e'g)'”g 82,423,000 |206,103,488 | 83,289,517 | 577,165,145 | 242,839,439 | 1,191,820,589
Percentage 6.92% 17.29% 6.99% 48.43% 20.37% 100%
4.1.3 Major Shareholders
_ (As of 7/12/2020)
Clas?Srl:i?:hgrr]%?g)ldmg Number of Shareholders | Shareholding (Unit:Share) Percentage
1~ 999 18,993 1,669,672 0.14 %
1,000~ 5,000 35,475 72,971,527 6.12 %
5,001~ 10,000 4,954 41,559,068 3.49 %
10,001~ 15,000 1,223 16,027,676 1.34 %
15001~ 20,000 1,012 19,210,657 1.61%
20,001~ 30,000 686 18,217,196 1.53 %
30,001~ 50,000 570 23,678,875 1.99 %
50,001~ 100,000 428 32,594,921 2.74%
100,001 ~ 200,000 209 29,922,973 251 %
200,001~ 400,000 105 30,159,291 253 %
400,001~ 600,000 68 33,582,019 2.82%
600,001~ 800,000 33 23,232,958 1.95 %
800,001 ~1,000,000 22 20,051,924 1.68 %
More than 1,000,001 150 828,041,832 69.55 %
Tatol 63,028 1,191,820,589 100.00 %

Note: Preferred Share: None.
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4.1.4 List of Major Shareholders

As of 7/12/2020
Shareholdin
Shareholder's Name g
Share Percentage
Y.C.Wu 30,886,106 2.59%
M.D. Chang 30,790,166 2.58%
ING Life Insurance Company Limited-PAR 30,000,000 2.52%
Charles Wu 29,395,218 247%
Mercuries Life Insurance Co.,Ltd. 28,340,000 2.38%
P.Y.Wu 27,578,499 2.31%
P.H.Wu 27,204,857 2.28%
Yuanta Taiwan High-yield Leading Company Fund 25,089,000 2.11%
F.M. Peng 21,790,998 1.83%
China Life Insurance Co., Ltd. 20,427,000 1.71%
4.1.5 Market Price, Book Value, Earnings, and Dividends per Share
UNIT : NT$
Year As of
2020
Items 2019 Feb 28 2021
Market Pri Highest Market Price 52.50 54.70 47.10
aereSharece Lowest Market Price 18.90 23.50 41.45
P Average Market Price 30.98 43.23 43.93
Book Value |Before Distribution 21.61 24.46 —
per Share |After Distribution 20.41 Undistributed —
Earnings per |Weighted Average Shares 1,191,820,589 1,191,820,589 | 1,191,820,589
Share Earnings Per Share 3.21 3.91 —
Cash Dividends 1.20 1.50 —
Dividends from
o Stock Retained Earnings o o o
Dé\r”gﬁgges Dividends Dividends from o o -
P Capital Surplus
Accumulated Undistributed o o o
Dividends
Price / Earnings Ratio (Note 1) 9.65 11.06 —
Return on ) . -
Price / Dividend Ratio  (Note 2) 25.82 28.82 —
Investment . -
Cash Dividend Yield Rate (Note 3) 3.87 3.47 —

4.1.6 Dividend Policy and Implementation Status
4.1.6.1 Dividend Policy

If there is a surplus after the final settlement of the Company's annual accounts,
the loss shall first be made up according to law, and 10% shall be appropriated as
legal capital reserve. However, this is not applicable when the legal capital reserve
has reached the paid-in capital. After the legal capital reserve has been listed or
transferred in accordance with the law or regulations of the competent authorities,
the balance is the surplus that can be distributed in the current year. When the
annual distributable surplus, together with the accumulated undistributed surplus
at the beginning of the period is distributed as an available surplus, it is distributed
according to the following principles:
a. The Company is part of the technology industry. In order to improve the

financial structure of the Company, the status of operating surplus and the need
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to expand the scale of operations in the future, it is planned to adopt the
remaining dividend policy to improve growth and sustainable operation of the
Company.

b. The Company's current and future investment environment, capital needs,
profitability, domestic and international competitiveness, and capital budget,
etc., are proposed by the Board of Directors for surplus distribution and decided
by the shareholders’ meeting. When distributing the surplus, the available
surplus’ amount shall not be less than 10% of the distributable surplus for the
year.

c. The distribution of the Company's surplus can be paid in cash or in stock. The
proportion of cash distribution shall not be less than 50% of the total dividend.

4.1.6.2 The Board approved the proposal of cash dividend NT$ 1.5 per share for 2020

dividend distribution at its meeting on March 11, 2021.

4.1.7 Impact to the Business Performance and EPS resulting from Stock Dividend
Distribution: Not Applicable because of no Stock Dividend Distribution.

4.1.8 Compensation of Employees, Directors :

4.1.8.1 Information Relating to Compensation of Employees, Directors in the Articles of

Incorporation

Articles of Incorporation Article 17 : The remuneration of all directors of the

Company is decided based on their participation and value of contribution

regardless of profit or loss. The standards of domestic and international peers are

equally taken into consideration.

Articles of Incorporation Article 21 : Non-independent directors are allowed to

concurrently hold other positions of the Company. Their remuneration shall be

authorized by the Board of Directors to the managers in accordance with the
internal management measures of the Company.

Articles of Incorporation Article 28-1 : The Company's individual consolidated

income statement for the year shows profit prior to calculating the employees'

remuneration, 2% of the profit shall be added to the employees' remuneration. The
aforementioned profit refers to the net profit before tax minus the benefits before
the employee is paid. In case of accumulated loss, the Company shall retain
figures to make up for the loss, and then allocate incentives according to the
aforementioned Article.

The aforementioned employee benefits are to be issued in the form of shares or

cash. Approval for such benefits should be passed by at least half of the Directors

in attendance in a Board meeting attended by no less than two-thirds of all Board
members. The results should be reported during the Shareholder's Meeting.

Articles of Incorporation Article 29 : If there is a surplus after the final settlement

of the Company's annual accounts, the loss shall first be made up according to law,

and 10% shall be appropriated as legal capital reserve. However, this is not
applicable when the legal capital reserve has reached the paid-in capital. After the
legal capital reserve has been listed or transferred in accordance with the law or
regulations of the competent authorities, the balance is the surplus that can be
distributed in the current year. When the annual distributable surplus, together with
the accumulated undistributed surplus at the beginning of the period is distributed
as an available surplus, it is distributed according to the following principles:

I.The Company is part of the technology industry. In order to improve the financial

structure of the Company, the status of operating surplus and the need to expand
the scale of operations in the future, it is planned to adopt the remaining dividend
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policy to improve growth and sustainable operation of the Company.

I[1.The Company's current and future investment environment, capital needs,
profitability, domestic and international competitiveness, and capital budget, etc.,
are proposed by the Board of Directors for surplus distribution. The Company
authorize the distributable dividends and bonuses in whole or in part may be paid
in cash after a resolution has been adopted by a majority vote at a meeting of the
Board of Directors attended by two-thirds of the total number of directors; and in
addition thereto a report of such distribution shall be submitted to the
Shareholders’ Meeting. If it is not issued or is issued in the form of shares, shall
be decided by the Shareholders' Meeting. When distributing the surplus, the
available surplus' amount shall not be less than 10% of the distributable surplus
for the year.

I11.The distribution of the Company's surplus can be paid in cash or in stock. The
proportion of cash distribution shall not be less than 50% of the total dividend.

4.1.8.2 The basis for estimating the amount of employee, director, and supervisor
compensation, for calculating the number of shares to be distributed as employee
compensation, and the accounting treatment of the discrepancy, if any, between
the actual distributed amount and the estimated figure, for the current period : No
difference.

4.1.8.3 Remuneration distribution resolved by the Board of Directors

I. Recommended Distribution of remuneration of Employee and Directors
Proposed remuneration to employee is NT$116,819,868 in cash and no
remuneration to Directors.

No difference between actual and estimated remuneration to employees and
remuneration to directors.

I1. Proposed stock based remuneration to employees as a percentage of total
employee remuneration and of net income from standalone financial report: No
stock based remuneration was distributed in 2020.

4.1.8.4 Information of 2019 Distribution of Compensation of Employees and Directors

(with an indication of the number of shares, monetary amount, and stock price, of

the shares distributed) and, if there is any discrepancy between the actual

distribution and the recognized employee, director compensation, additionally the
discrepancy, cause, and how it is treated.
I. Distribution of remuneration to employee is NT$98,789,195 in Cash resolved
by the Annual Shareholders Meeting in 2020.

I1. No remuneration to Directors
No difference between actual and estimated remuneration to employee and
remuneration to directors

4.1.9 Buyback of Treasury Stock : None.

4.2 Corporate Bonds ~ Convertible Bonds » Exchangeable Bonds ~ Shelf Registration for
Issuing Bonds ~ Corporate Bonds with Warrants : None.

4.3 Preferred Share and Preferred Share with Warrants : None.

4.4 Global Depository Receipts : None.

4.5 Employee Stock Options : None.

4.6 Issuance of New Restricted Employee Shares : None.

4.7 Status of New Shares Issuance in Connection with Mergers and Acquisitions :
None.

4.8 Financing Plans and Implementation : None.
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V. Operation Highlights

5.1 Business Activities
5.1.1 Business Scope

Compeq has been devoted in the production of PCBs (Printed Circuit Boards) related
industrial field. Be a key component of various electronic products, PCBs act as a
carrier for electronic components and the interconnection between components.
Compeq’s major products include regular multi-layered PCB, H.D.l. (High Density
Interconnection), H.L.C. (High Layer Count), F.P.C. (Flexible PCB) and Rigid-Flex
PCB; in the meantime, Compeq also provides the service of module assembly to
customer.

5.1.2 Industry Overview
The 2020 COVID pandemic has brought unprecedented impact and challenges to the
global economy. In order to prevent the expansion of the epidemic, countries have
adopted several strict measures such as lockdown, boarder-closed, self-isolation to
restrict people’s activities. The above policies led the global economic trading
activities to decrease, resulting in a sharp decline in the global economy. The
International Monetary Fund(IMF) released the world economic growth rate in 2020
was -3.5%, the lowest level in recent years.
In the PCB industry, the COVID pandemic has affected both supply and demand.
Due to China's lockdown policy in the first quarter, the movement of manpower and
deliveries of supply chain was restricted, and then as the epidemic spread globally, it
severely damaged the global economic market. However, the pandemic has changed
our lifestyle, working at home and home economy has kept prospering, increasing
the demand of laptops, tablets, game console, and network infrastructure. It also
promotes the growth of PCB industry. Prismark’s statistics show that total PCB
output has reached 65.2 billion USD, which increased by 6.4% over 2019.
Looking into the global economic situation in 2021, COVID vaccines release and
some countries start to vaccinate, making the epidemic situation become hopeful.
However, the variation of the virus and the epidemic recurrence let the global
economic future prospects become uncertain. The IMF estimates the world economy
to grow by 5.5% in 2021.
In the PCB industry, the overall electronic industry will resume growth in 2021. 5G,
PCs, automotive electronics, wearable devices, and Al will continue to be the main
growth momentum. Prismark estimates that with the relief of the epidemic and
economic recovery, it will drive the PCB output value in 2021 to 8.6%, which is
better than 2020.

5.1.3 Research & Development
A. R&D Expenditure for the Past Five Years

Year 2016 2017 2018 2019 2020
Expenditure
(NTS 1,000) 296,824 375,528 860,613 2,026,007 2,404,953
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B. R&D Items and Achievements
a. Product Development
® MSARP for fine line 25/25um process development.
® SiP product development (with prepreg1017).
® Primer coating for 25/25um line/space development.
® Preparation for outer space communication products mass production
b. Process Development
Plugging ink development for PTH + back drill on large blind via.
Alkaline etching improvement on heavy base Cu.
Automotive visual inspection with Al technology development and set up
SIP products 1010 PP lamination parameter setup
Layer to Layer metal paste technique development
Via filling of blind-via on flex board
c. Equipment Setup
High resolution LDI for 25/25um circuit
Setup & Mass production of Vacuum SES line
Next generation CO2 laser drilling machine evaluation and setup
Non-conventional CO2 laser drilling machine evaluation and setup
Large size E-Test equipment development and set up
Coreless semi-auto separation equipment setup
Introduce High resolution RTR LDI for fine line
Laser cutting machine after SMT molding
d. Material Development
® Development of X-via copper filling additives (VLX)
® Low loss material evaluation for 5G application HDI product
® SiP product_BT material evaluation
® Complete qualification of NPG-186/EM528+EM827 and UL validation
® Material NPG-186/EM-890K hybrid qualification
C. Future R&D Projects
a. Research & Development of Product
® MSAP for 20/20 fine line process development
® Plugging Copper paste in through holes for thermal dissipation
® High aspect ratio through via copper fill development
b. Research & Development of Production Processes
® Technology development of deep thru-hole copper filling.
® Alkaline etching improvement of heavy base Cu on L/S 4/4mil
® 2DID system for Traceability development and set up
® Al technology for AOI pattern inspection development and set up
® Metal paste technique for between layer connection development
® Blind Via copper filling on Roll-to-roll FPC
c. Equipment Setup
® Fully Automated HDI product lamination/auto-layup/post-treatment
Equipment evaluation and setup
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® Frame type vertical developing line for solder mask
® Uniformity improvement of thin flash Cu on MSAP process
® New CO2 laser drilling machine evaluation and setup
® Large size AVI inspection technology development and set up
® High resolution AVI inspection technology development and set up
d. Research & Development of Material
® Mass production of X-via filling additives (VLX)
® 5G application HDI product low loss material evaluation
® Low profile Cu foil evaluation for MSAP process
® Multiple lamination development of ABF+low loss
® Evaluation of low profile Cu foil HVLP/RTF
® DS-7409DVN qualifying for high speed networking product material
We expect the R&D Expenditure is NTD 2~2.5 billion in 2021.
5.1.4 Long/Short Term Business Development Plans
In the short term, Compeq will still take the strategy of full product lines to provide
our customer the regular multi-layer PCB, H.D.I. boards, H.L.C. boards, F.P.C.
boards, Rigid-Flex boards, and SMT service. Compeq will devote to new PCBs
technology development continuously.
For the long-term business plan, the current mainstream products such as smart
phones, tablets, and personal computers come from the slowdown in the growth.
Compeq maintains the relationship and development process of clients, in addition,
aggressively develop major growth products such as wearable products including
VR, network communication products (5G base stations, servers, high-speed
Netcom, satellite communication products, etc.), automotive electronics, and 5G
applications. Compeq devotes in research and development for new products and
provides customers with the best quality PCBs.
5.2 Markets and Supply Overview
5.2.1 Market Analysis
A. Cellular phone :
Affected by the COVID pandemic in 2020, several countries have adopted
prevention measures. The sharp reduction of economic activities has caused a
global economic crisis. The rising unemployment rate reduced consumer’s
confidence and effected demand on cellular phones. The market estimation of
smartphones shipments was once lowered to less than 1.2 billion units. However,
as people accustom to the new lifestyle and suppliers keep promoting 5G,
shipments of the fourth quarter have recovered to positive growth. The
smartphones shipment in 2020 was 1.29 billion units, a decline of 5.6% over
2019.
Due to the quarantine of the pandemic in 2020, people’s lifestyle and work mode
are forced to change. Electronic products related to work/study/entertainment at
home will increase demand, which will bring unexpected demand prosperity in
tablets and laptops market. In 2020, global tablets shipments were 163 million
units, increasing by 12% over 2019. Laptops shipments were 200 million units,
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increasing by 22.5% over 2019
Looking forward to 2021, work/study/entertainment at home will continue as a
new life style. It is estimated that global tablets shipments will maintain 160
million units, and laptops shipments will reach 217 million units, with an annual
growth rate of 8.1%.

B. Tablet & Laptop :
Due to the quarantine of the pandemic in 2020, people’s lifestyle and work mode
are forced to change. Electronic products related to working, studying, and
playing game at home will increase demand, which will bring unexpected demand
prosperity in tablets and laptops market. Global tablets shipments were 163
million units, increasing by 12% over 2019, Laptops shipments were 200 million
units, increasing by 22.5% over 2019.
Looking forward to 2021, working, studying and playing game at home will
continue as a new life style. It is estimated that global tablets shipments will
maintain 160 million units, and laptops shipments will reach 217 million units,
with an annual growth rate of 8.1%.

C. Telecom infrastructure :
2020 was originally regards as the first year of 5G technology, but affected by
COVID pandemic and the U.S.-China trade war, the progress of 5G network
construction is lagging behind originally expected, but the overall plan of 5G is
still carrying on. The Industrial Technology Research Institute(ITRI) estimated
that 5G mobile infrastructure market will reach $15.7 billion USD, with an annual
growth rate of 83.5%. The main growth motivation was from new 5G
infrastructure in China, followed by the 5G network construction of South Korea,
Japan, Taiwan, and the United States.
Looking forward to 2021, the 5G technology construction is expected to increase
and accelerate. It can be predict that the global 5G infrastructure market will reach
$21.4 billion USD, with an annual growth rate of 35.7%, of which the
Asian-Pacific market has the largest demand.

D. Server :
Although the global server market was impacted by the COVID pandemic and the
U.S.-China trade war in 2020, it was benefited from the rapid expansion of remote
working, cloud service demand, Al big data, online courses, network streaming,
online shopping, and other related services. It is estimated that the shipments of
server will reach 16 million units in 2020, with an annual growth rate of 7%.
Looking forward to 2021, the pandemic might continue affecting the global
economy and will slow down corporate customers’ capital expenditures on servers
and other equipment. However, work/study/entertainment at home will become
new normal, which will continue drive the demand of cloud services. The global
server shipments are predicted an annual growth rate of 5.6%.

5.2.2 Applications and Production Flow of Major Products

A. Application of main products
The main applications of PCBs manufactured by Compeq can be categorized into
four major segments:
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a. Cellular phone related PCBs
Major application is such as cellular phone.

b. Telecommunication Network related PCBs
Major applications are telecommunication and networking related equipment
such as base-station, router, hub, switch, etc.

c. PC/Tablet PC related PCBs
Major applications are server, workstation, notebook PC, Tablet and PC
peripheral products.

d. Consumer electronics related PCBs
Major applications are consumer products such as, Audio, DSC, DVC, and
other portable multimedia devices.

B. Manufacturing process of the major products
The major products of Compeq are printed circuit boards (PCB). The basic
production process for rigid PCBs is shown as below.

C Issue >—><Innerlayer>—>63lack OxidM_aminatiorD{Mechanical DriID—»CCO,\r}ngS"knal

Pattern Outerlayer Panel ( Plating :
< Plating dry film >—< Plating ) Through Hole }—(Desmear) Laser Drill
{ Routing )—»Qmmersion Silive} o
5
)
v {Immersion Gold>—< Routing } o
; Solder Legend (o=
Etching >—< m |, Qg
C Mask Print Selective Organic Surface % %
Immersion Gold Preservative )
o
{ Immersion Tin >—>< Routing } \__J

5.2.3 Major Supplies and Material Market Situation

A. The key material of PCB are Laminate / Prepreg/Copper foil/Dry Film and
various plating chemistry. The supplier of Compeq are famous companies in
each field and has set up a long term relationship and stable supply channel
with Compeg.

B. The price of PCB key material fluctuated in 2020 due to metal price fluctuation,
and it's expected the key material price will be still affected by the demand of
the market and the metal market price fluctuation.

5.2.4 Major Suppliers and Clients

A. Major Suppliers in the Last Two Calendar Years
Unit: NT$ thousands

2019 2020
fem Company Relation Company Relation
Name Amourt Percent With Issuer Name Amout Percent With Issuer
Others 24238813 | 100% None | Others | 25310068 | 100% | None
NetTotl NetToal
0, 0,
Suples 24238813 | 100% Spphs | 25310068 | 100%
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B. Major Clients in the Last Two Calendar Years
Unit: NT$ thousands

2019 2020
| e | e [ e || G | | pen | G
1 | 11,675,833 21 None I 14,392,237 24 None
2 Il 5,735,222 10 None ] 6,036,783 10 None
3 I 5,542,504 10 None i 5,979,101 10 None
Others 29,607,918 53 None Others 34,108,808 56 None
Net Sales 56,174,889 100 Net Sales 60,516,929 100

5.2.5 The Production of the Last Two Years
\Volume unit : 1,000 square foot ; value unit : NT$ 1,00

0
Major 2019 2020
Products Capacity Pr\?glﬂ%'g” Output value |  Capacity Pr\%jlﬂ%'gn Output value
PCB 32,000 25,503 35.713.894 32,000 24,374 36,537,156
SMT — —| 15.797.909 — —| 18,116,659
Total 32,000 25,503 51,511,803 32,000 24,394 54,653,815
5.2.6 The Sales of the Last Two Years
Volume unit : 1,000 square foot ; value unit : NT$ 1,000
2019 2020
Domestic Export Domestic Export
Sales Sales Sales Sales Sales Sales Sales Sales
Volume | Amount [Volume| Amount | Volume | Amount |Volume| Amount
PCB 153| 276,398( 20,317| 38,695,681 225 616,803| 19,293| 43,023,969
SMT — — —| 16,567,313 — — — | 16,364,927
Others — 64,765 — 570,732 — 77,955 — 433,275
Total 153| 341,163| 20,317| 55,833,726 225| 694,758 19,293| 59,822,171
5.3 Breakdown Employee Data for the Past Two Years
Year 2019 2020 As of Feb 28 2021
Direct labor 15,325 14,867 13,794
Employees |Indirect labor 2,640 2,786 2,781
Total 17,965 17,653 16,575
Average Age 32.6 33.1 33.4
Average Years of Service 6.0 6.3 6.5
Ph. D. 3(0.02%) 3(0.02%) 3(0.02%)
Master 223(1.2%) 237(1.3%) 236(1.4%)
Educational -
Associate / Baccalaureate 4,702(26.2%) 4,834(27.4%) 4,694(28.3%)
Background
Senior High School 3,528(19.6%) 3,491(19.8%) 3,381(20.4%)
Junior High School 9,509(52.9%) 9,088(51.5%) 8,261(49.9%)
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5.4 Environmental Protection Expenditure
5.4.1 Total Losses and Penalties

N 2019 2020 As of Feb 28 2021
Status of pollution . . Waste water,
(type & extent) Air pollution control Air pollution None
Punishment  imposed Tao.yuan C'tyl Tao.yuan C'tyl
by or penalties paid to Enwr_onmenta Enwr_onmenta None
Protection Bureau Protection Bureau
Penalties A fine of A fine of None
NT$ 100 thousand | NT$ 184 thousand
Other losses None None None

5.4.2 Countermeasures : Air pollution prevention and control has been reviewed from the
equipment and management, and the proposals of amendment in the laws and
regulations have been proposed. The Company improves continuously to comply
with environmental protection laws and regulations.

5.4.3 Forecast of Environmental Expenditure for the year of 2020 &2021

o Year 2021 2022
(1) Improvement of wastewater  |(1) Improvement of wastewater
treatment efficiency. treatment efficiency.
Procurement of (2) Enhancement of waste (2) Enhancement of waste
environmental control  |minimization within plants & minimization within plants &
equipment waste recovery waste recovery
(3)Soil and groundwater pollution |(3)Soil and groundwater pollution
prevention prevention
Predicted status Compli_ance with government Compliance with government
improvement regula’_uon & production cost regulayon & production cost
reduction. reduction.
Amount NT $ 12,806 thousand NT $ 20,000 thousand

5.5 Employees Relations
5.5.1 The Group's various employee benefit measures, education, training, retirement
system and its implementation, as well as labor-management agreements and
various employee rights protection measures.
A. Compeq values employee benefits and employee education and always follows
the related labor laws to protect employees’ rights and interests.

a. Employee Benefits: Compeq exercises annual bonus for employees. We also
provide free meals, accommodations, shuttle bus, and night taxi delivery
services, all kinds of associations, family day, and subsidies for holidays or
special events.

b. Employee Education and Training: Headquarter and each site have
departments specialized in employee training. Compeq arranges and
organizes different training programs for different types of job, and
encourages employees to participate advanced study programs.
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c. Retirement: Compeq provides employee retirement pension plans that comply
with labor laws and regulations and periodically allocate reserved funds to
employees’ retirement accounts.

B. Compeq actively set up in a variety of internal communication channels, such as
employees’ suggestion box, complaints E-mail, complaints phone which can
contact with HR, union representatives and so on. In the other hand,
Labor-Management Meeting held each quarter. We encourage employees can use
the Communication channels to react issues. Because of the sound organization
of the labor union and the smooth internal communication channels, Compeq has
never had any major labor disputes.

a. Labor Union: The labor union, organized by all Compeq employees, has its
own governors/supervisors and managing governors/supervisors to serve a
term of four years, and hold meetings each quarter. The labor union is well
organized and operated smoothly.

b. Communication Channels: In addition to the labor union, Compeq also sets up
channels for suggestions and complete petition systems in each department.
Supervisors are also required to identify problems proactively. Therefore,
most labor issues are resolved through prior and adequate communication
and consultation.

C. In addition to our continued adherence to the principles of sincere and honest
communication in formulating our labor policy, we will also take the following
actions to create a win-win situation for both the company and the employees.

a. Comply with the Labor Standards Act and other related regulations to ensure
maximum protection for the employees.

b. Initiative to invite the workers' representatives to participate in the formulation
of all labor-related management system.

c. Adequately disseminate information about the company's operating status and
major actions in advance to ensure the full understanding and support of the
employees.

5.5.2 Losses sustained due to labor disputes (including labor inspection results found in
violation of the Labor Standards Act, specify the date of the penalty, letter number,
article violated, provision violated, details of the penalty) in the most recent year and
up to the printing date of the annual report, and disclose current and future estimated
amount and response measures; if it cannot be reasonably estimated, describe the
facts that it cannot be reasonably estimate: The Company did not sustain any losses
due to employer-employee disputes in the most recent year and up to the annual
report publication date.

5.6 Important Contracts : None.

54



V1. Financial Information

6.1 Five-Year Financial Summary
6.1.1 Condensed Balance Sheet
A. Condensed Balance Sheet (Consolidated)

Unit: NT$ thousands

Year Financial Summary for The Last Five Years
ltem 2016 2017 2018 2019 2020
Current assets 25,569,241 29,510,813 | 29,532,884 | 33,666,145 | 35,525,270
Property, Plant an
Ope Y, Plantand 23,500,404 25,619,194 | 26,947,965 | 25,955,350 | 28,887,623
Equipment
Intangible assets 96,304 78,128 87,979 105,560 109,446
Other assets 1,033,212 1,146,290 1,099,103 1,524,412 1,873,277
Total assets 50,199,161 56,354,425 | 57,667,931 | 61,251,467 | 66,395,616
Before
C . 15,087,876 18,403,991 | 18,050,560 | 17,976,812 | 19,145,901
Current distribution
liabilities After -
C 15,802,968 19,834,176 (19,004,016 19,406,997 |Undistributed
distribution
Non-current liabilities 14,863,541 15,094,006 | 16,125,079 | 17,519,724 | 18,103,144
Befor
.e O.e . 29,951,417 33,497,997 | 34,175,639 | 35,496,536 | 37,249,045
Total distribution
liabilities After -
C 30,666,509 34,928,182 135,129,095 |36,926,721  |Undistributed
distribution
Equity attributable to
20,247,744 | 22,856,428 | 23,492,292 | 25,754,931 | 29,146,571
shareholders of the parent
Capital stock 11,918,206 11,918,206 | 11,918,206 | 11,918,206 | 11,918,206
Capital surplus 1,016,898 1,016,898 1,016,898 1,016,898 1,060,226
Before
. C . 6,644,511 9,468,558 | 10,414,078 | 13,240,799 | 16,394,606
Retained distribution
earnings After .
C . 5,929,419 8,038,373 9,460,622 (11,810,614  |uUndistributed
distribution
Other equity interest 668,129 452,766 143,110 (420,972) (226,467)
Treasury stock — — — — —
Non-controlling interest — — — — —
Before
o 20,247,744 | 22,856,428 | 23,492,292 | 25,754,931 | 29,146,571
., |distribution
Total equity After
S 19,532,652 21,426,243 | 22,538,836 |24,324,746  |Undistributed
distribution
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B. Condensed Balance Sheet (Unconsolidated)

Unit: NT$ thousands

Year Financial Summary for The Last Five Years
ltem 2016 2017 2018 2019 2020
Current assets 13,710,058 14,385,748 | 14,332,201 16,272,891 16,327,586
Property, Plant and
. 8,055,594 9,221,798 | 8,933,780 8,442,313 8,866,257
Equipment
Intangible assets 44,444 41,594 48,255 39,564 31,072
Other assets 15,256,249 17,787,404 | 19,387,366 21,159,124 23,121,430
Total assets 37,066,345 41,436,544 | 42,701,602 45,913,892 48,346,345
Before
L ) 8,343,269 10,120,769 | 10,903,345 10,335,208 8,987,812
Current distribution
liabilities After
e . 9,058,361 11,950,554 | 11,856,801 11,765,393 | Undistributed
distribution
Non-current liabilities 8,475,332 8,459,347 8,305,965 9,823,753 | 10,211,962
Before
e . 16,818,601 18,580,116 | 19,209,310 20,158,961 19,199,774
Total distribution
liabilities After
L ) 17,533,693 20,010,301 | 20,162,706 21,589,146 |Undistributed
distribution
Equity attributable to
20,247,744 | 22,856,428 23,492,292 25,754,931 29,146,571
shareholders of the parent
Capital stock 11,918,206 | 11,918,206 11,918,206 11,918,206 11,918,206
Capital surplus 1,016,898 1,016,898 1,016,898 1,016,898 1,060,226
Before
) .. ] 6,644,511 9,468,558 10,414,078 13,240,799 16,394,606
Retained distribution
earnings After .
.. ) 5,929,419 8,038,373 9,460,622 11,810,614 | Undistributed
distribution
Other equity interest 668,129 452,766 143,110 (420,972) (226,467)
Treasury stock — — — — —
Non-controlling interest — — — — —
Before
.. ) 20,247,744 22,856,428 23,492,292 25,754,931 29,146,571
Total equit distribution
uy After o
L. ] 19,532,652 21,426,243 22,538,836 24,324,746 | Undistributed
distribution
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6.1.2 Condensed Statement of Comprehensive Income/Condensed Statement of

A. Condensed Statement of Comprehensive Income (Consolidated)

Income

Year Financial Summary for The Last Five Years
2016 2017 2018 2019 2020
Item

Operating revenue 45,515,199 |53,964,193 (50,828,101 |56,174,889 (60,516,929
Gross profit 5,775,144 | 8,090,709 | 7,225,424 9,998,272 (11,003,021
Income from operations 3,449,588 | 5,757,636 | 4,621,060 |6,143,891 | 6,637,749
Non-operating income and

(1,071,928) | (850,639) | (702,420) | (577,084) | (385,404)
expenses
Income before tax 2,377,660 |4,906,997 | 3,918,640 | 5,566,807 | 6,252,345
Net Income from Continuing

. 1,625,400 | 3,577,044 |2,399,731 | 3,822,418 | 4,664,701

Operation
Net income (Loss) 1,625,400 | 3,577,044 | 2,399,731 | 3,822,418 | 4,664,701
Other comprehensive income
] (965,397) | (253,268) | (333,682) | (606,323) | 113,796
(income after tax)
Total comprehensive income 660,003 | 3,323,776 | 2,066,049 | 3,216,095 | 4,778,497
Net income attributable to

1,625,400 | 3,577,044 |2,399,731 | 3,822,418 | 4,664,701
shareholders of the parent
Net income attributable to B B B B B
non-controlling interest
Comprehensive income
attributable to Shareholders 660,003 | 3,323,776 | 2,066,049 | 3,216,095 | 4,778,497
of the parent
Comprehensive income
attributable to — — — — —
non-controlling interest
Earnings per share 1.36 3.00 2.01 3.21 3.91
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B. Condensed Statement of Comprehensive Income (Unconsolidated)

Financial Summary for The Last Five Years
Year
ltem 2016 2017 2018 2019 2020
Operating revenue 29,448,194 | 37,157,973 | 34,972,503 | 39,161,553 | 35,476,876
Gross profit 2,415,446 3,551,030 2,443,189 3,288,514 4,601,468
Income from 1,044,657 | 2,238,298 | 1,140,905 | 1,807,112 | 2,842,862
operations
Non-operating income 1,074,089 | 2,160,623 2,337,194 3,033,559 2,881,312
Non-operating 2,118,746 | 45398921 | 3478000 | 4840671 | 5724,174
expenses
Net Income from 1,625,400 | 3,577,044 | 2,399,731 | 3,822,418 | 4,664,701
Continuing Operation
Net income (Loss) 1,625,400 | 3,577,044 | 2,399,731 3,822,418 | 4,664,701
Other comprehensive
income (965,397) (253,268) (333,682) (606,323) 113,796
(income after tax)
Total comprehensive 660,003 | 3,323,776 | 2,066,049 | 3822418 | 4,664,701
income
Earnings per share 1.36 3.00 2.01 3.21 3.91
6.1.3 Auditors’ Opinions from 2016 to 2020
Year CPA Audit Opinion
2016 Ying-Lai Chou & Hsien-Hsiu Cheng An Unqualified Opinion
2017 Ying-Lai Chou & Hsien-Hsiu Cheng An Unqualified Opinion
2018 Hung-Shun Ting & Hsien-Hsiu Cheng An Unqualified Opinion
2019 Hung-Shun Ting & Hsien-Hsiu Cheng An Unqualified Opinion
2020 Hung-Shun Ting & Hsien-Hsiu Cheng An Unqualified Opinion
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6.2 Five-Year Financial Analysis
6.2.1. Consolidated Financial Analysis —Consolidated

Financial Analysis for the Last Five Years

Year
ltem 2016 | 2017 2018 2019 2020
Debt Ratio 59.67 | 59.44 | 59.26 57.95 56.10
Financial |Ratio of long-term capital to
structure (%) [property, plant and 149.41 |148.13 | 147.01 | 166.73 | 163.56
equipment
Current ratio 169.47 |160.35 | 163.61 | 187.28 | 185.55
Solvency (%)|Quick ratio 123.48 | 121.60 | 122.71 | 142.38 | 141.07

Interest earned ratio (times) 8.39 | 13.78 9.37 12.91 18.36

Accounts receivable turnover 396 419 3.76 3.98 417

(times)
Average collection period 92 87 97 92 88
Inventory turnover (times) 6.31 7.38 6.69 6.39 6.43
Operating A_ccounts payable turnover 491 502 4.60 471 4.70
performance |(times)
Average days in sales 58 49 55 57 57

Property, plantand 197 | 220 | 193 | 212 | 221
equipment turnover (times) ' ' ' ' '

Total assets turnover (times) 0.89 1.01 0.89 0.94 0.95

Return on total assets (%) 3.73 7.32 4.90 7.06 7.75

Return on stockholders’ 792 | 1660 | 1036 | 1552 | 16.99
equity (%)

Profitability |Pre-tax income to paid-in

capital (%) 19.95 | 41.17 32.88 46.71 52.46

Profit ratio (%) 3.57 6.63 4.72 6.80 7.71

Earnings per share (NT$) 1.36 3.00 2.01 3.21 3.91

Cash flow ratio (%) 35.65 | 3524 | 28.39 42.88 44.99

Cash flow (COZ‘;’h flow adequacy ratio | 7969 | 9300 | 8202 | 9302 | 9759
Cash reinvestment ratio (%) 6.86 8.79 5.34 9.07 9.03

Leverage Operating leverage 3.71 3.06 3.54 2.92 3.13
% IFinancial leverage 1.10 1.07 1.11 1.08 1.06

Analysis of financial ratio differences for the last two years. (Not required if the difference does

not exceed 20%)

1.Interest earned ratio : The ratio increased in 2020 due to the increase in income before tax
and decrease in interest expense.

2.Earnings per share :  The ratio increased in 2020 due to the increase in profit.
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Note: Equations:
1. Capital Structure Analysis
(1) Debt Ratio = Total Liabilities / Total Assets
(2) Long-term Fund to Property, Plant and Equipment Ratio = (Shareholders’
Equity + Noncurrent Liabilities) / Net Property, Plant and Equipment
2. Liquidity Analysis
(1) Current Ratio = Current Assets / Current Liabilities
(2) Quick Ratio = (Current Assets - Inventories - Prepaid Expenses) / Current
Liabilities
(3) Times Interest Earned = Earnings before Interest and Taxes / Interest Expenses
3. Operating Performance Analysis
(1) Average Collection Turnover = Net Sales / Average Trade Receivables
(2) Days Sales Outstanding = 365 / Average Collection Turnover
(3) Average Inventory Turnover = Cost of Sales / Average Inventory
(4) Average Inventory Turnover Days = 365 / Average Inventory Turnover
(5) Average Payment Turnover = Cost of Sales / Average Trade Payables
(6) Property, Plant and Equipment Turnover = Net Sales / Average Net Property,
Plant and Equipment
(7) Total Assets Turnover = Net Sales / Average Total Assets
4. Profitability Analysis
(1) Return on Total Assets = (Net Income + Interest Expenses * (1 - Effective Tax
Rate)) / Average Total Assets
(2) Return on Equity Attributable to Shareholders of the Parent = Net Income
Attributable to Shareholders of the Parent / Average Equity Attributable to
Shareholders of the Parent
(3) Operating Income to Paid-in Capital Ratio= Operating Income / Paid-in
Capital
(4) Pre-tax Income to Paid-in Capital Ratio = Income before Tax / Paid-in Capital
(5) Net Margin = Net Income / Net Sales
(6) Earnings Per Share = (Net Income Attributable to Shareholders of the Parent -
Preferred Stock Dividend) / Weighted Average Number of Shares Outstanding
5. Cash Flow
(1) Cash Flow Ratio = Net Cash Provided by Operating Activities / Current
Liabilities
(2) Cash Flow Adequacy Ratio = Five-year Sum of Cash from Operations /
Five-year Sum of Capital Expenditures, Inventory Additions, and Cash
Dividend
(3) Cash Flow Reinvestment Ratio = (Cash Provided by Operating Activities -
Cash Dividends)/ (Gross Property, Plant and Equipment + Long-term
Investments + Other Noncurrent Assets + Working Capital)
6. Leverage
(1) Operating Leverage = (Net Sales - Variable Cost) / Income from Operations
(2) Financial Leverage = Income from Operations / (Income from Operations -
Interest Expenses)
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6.2.2. Consolidated Financial Analysis —Unconsolidated

Financial Analysis for the Last Five Years

Year
Item 2016 | 2017 | 2018 | 2019 | 2020
Debt Ratio 45.37 44.84 44,98 43.91 39.71
Financial |Ratio of long-term capital to
structure (%) |property, plant and 356.56 | 339.58| 355.93| 421.43| 443091
equipment
Current ratio 164.32| 142.14| 131.45| 157.45| 181.66
Solvency (%) |Quick ratio 138.41| 121.72| 11551| 138.06| 154.06

Interest earned ratio (times) 16.60| 32.98| 2535| 36.66| 48.60

Accounts receivable turnover 441 591 432 453 4.36

(times)
Average collection period 83 70 84 81 84
Inventory turnover (times) 11.75 16.44| 17.70 19.81 14.19

Operating |Accounts payable turnover

. 5.42 6.06 5.23 5.30 5.13
performance |(times)
Average days in sales 31 22 21 18 26
Property, plantand 371| 430 385 451 410
equipment turnover (times)
Total assets turnover (times) 0.78 0.95 0.83 0.88 0.75
Return on total assets (%) 4.62 9.40 5.99 8.87 10.10

Return on stockholders'

equity (%) 7.92 16.60 10.36 15.52 16.99

Profitability [Pre-tax income to paid-in

capital (%) 17.78 36.91 29.18 40.62 48.03

Profit ratio (%) 5.52 9.63 6.86 9.76 13.15
Earnings per share (NT$) 1.36 3.00 2.01 3.21 3.91
Cash flow ratio (%) 24.63 32.50 12.01 24.87 27.14
Cash flow |Cash flow adequacy ratio (%)| 98.02| 119.64| 107.00| 103.86| 84.78
Cash reinvestment ratio (%) 2.08 5.81 -0.27 3.23 1.84
Leverage O_perat!ng leverage 4.72 2.19 4.67 3.99 2.35
Financial leverage 1.15 1.07 1.14 1.08 1.04

Analysis of financial ratio differences for the last two years. (Not required if the difference does

not exceed 20%)

1.Interest earned ratio : The ratio increased in 2020 due to the increase in
income beforetax and decrease in interest expense.

2.Accounts receivable turnover (times) : Due to the decrease in cost of sales and increase in
inventory in 2020

3.Average days in sales : Due to the decrease in  Inventory turnover in 2020

4.Profit ratio : The ratio increased due to the increase in profit in 2020

5.Earnings per share : The ratio increased due to the increase in profit in 2020

6.Cash reinvestment ratio : The ratio increased due to the increase in Gross Property, Plant and
Equipment, Long-term Investments and Working Capital in 2020

7.0perating leverage : The ratio increased due to the increase in Income from Operations in 2020
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6.3 Audit Committee's Review Report

Audit Committee's Review Report
The Board of Directors has prepared the Company's 2020 Business Report, Financial
Statements, and proposal for allocation of earnings. The CPA firm of Baker Tilly
Clock & Co was retained to audit COMPEQ Financial Statements and has issued an
audit report relating to the Financial Statements. The Business Report, Financial
Statements, and earnings allocation proposal have been reviewed and determined to
be correct and accurate by the Audit Committee members of COMPEQ
MANUFACTURING CO.,LTD. According to relevant requirements of the Securities

and Exchange Act and the Company Law, we hereby submit this report.

COMPEQ MANUFACTURING CO., LTD.

Chairman of the Audit Committee:

Teng Ling Liu

On the date of March 11, 2021
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(English Translation of Consolidated Financial Statements

and Report Originally Issued in Chinese)

COMPEQ MANUFACTURING CO., LTD.
AND SUBSIDIARIES
CONSOLIDATED FINANCIAL STATEMENTS
AND INDEPENDENT AUDITORS' REPORT

FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

Address: No. 91, Ln. 814, Daxin Rd., Shin-juang Vil. Luzhu Dist.,
Taoyuan City, Taiwan, R.O.C.

Phone :  (886-3) 323-1111

The auditors’ report and the accompanying consolidated financial statements are the English translation
of the Chinese version prepared and used in the Republic of China. If there is any conflict between, or
any difference in the interpretation of the English and Chinese language auditors’ report and
consolidated financial statements, the Chinese version shall prevail.
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REPRESENTATION LETTER

The Companies required to be included in the consolidated financial statements of
affiliates in accordance with Compeq Manufacturing Co., Ltd. as of and for the year
ended December 31, 2020, under the Criteria Governing the Preparation of Affiliation
Reports, Consolidated Business Reports and Consolidated Financial Statements of
Affiliated Enterprises are the same as those included in the consolidated financial
statements prepared in conformity with the International Financial Reporting
Standards No. 10, “Consolidated Financial Statements.” In addition, the information
required to be disclosed in the consolidated financial statements is included in the
consolidated financial statements. Consequently, Compeq Manufacturing Co., Ltd.
and Subsidiaries do not prepare a separate set of consolidated financial statements of

affiliates.

Very truly yours,

COMPEQ MANUFACTURING CO., LTD.

By

Charles C. Wu

Chairman

March 11, 2021
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INDEPENDENT AUDITORS' REPORT

NO.00151090ECA
To the Board of Directors of Compeq Manufacturing Co., Ltd.
Opinion
We have audited the accompanying consolidated financial statements of Compeq
Manufacturing Co., Ltd. and its subsidiaries (collectively referred to as “the
Company”), which comprise the consolidated balance sheets as of December 31, 2020
and 2019, the consolidated statements of comprehensive income, changes in equity
and cash flows for the years ended December 31, 2020 and 2019, and the notes to the
consolidated financial statements, including a summary of significant accounting
policies.
In our opinion, the accompanying consolidated financial statements present fairly, in
all material respects, the consolidated financial position of the Company as of
December 31, 2020 and 2019, 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 (“IFRSs”), International Accounting
Standards (“IASs”), interpretations as well as related guidance endorsed by the
Financial Supervisory Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and
Attestation of Financial Statements by Certified Public Accountants and auditing
standards generally accepted in the Republic of China. Our responsibilities under
those standards are further described in the Auditors’ Responsibilities for the Audit of
the Consolidated Financial Statements section of our report. We are independent of
the Company in accordance with the Certified Public Accountants Code of
Professional Ethics in Republic of China (“the Code”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. 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 for the year ended
December 31, 2020. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

Key audit matters for the Company’s consolidated financial statements for the year

ended December 31,2020 are explained as follows:
Revenue recognition from shipping warehouses

Description of the key audit matter
Refer to note 4(14), 5(4) and 6(17) of the consolidated financial statements for the
information relating to revenue recognition.

The Company’s sales come in two types of direct shipping from factories and
shipping from warehouses, in which the revenue from shipping warehouses is
recognized when the customer picks up the goods (the risk of the ownership of the
goods sold is transferred and the profit is earned). The Company mainly recognizes its
revenue in accordance with the statements or other information provided by the
custodians of shipping warehouses and reconciliation with any change in recorded
inventory. Given that the shipping warehouses spread many regions and the sales
terms for each major customer also vary, such revenue recognition process often
involves a lot of labor in operation, which is likely to result in inappropriate timing to
recognize the revenue or inconsistence between physical quantity and recorded
quantity of the inventory in custody. On the other hand, it requires both parties’ labor
judgment to determine if a shipment meets the terms for customer’s acquisition of
goods control right and such risk is the major measurement index adopted by the
report users. As such, the deadline of the recognition of the revenue of the goods sold
from shipping warehouses is listed as one of the key audit matter.

How the matter was addressed in our audit

We performed the following audit procedures in respect of the above key audit matter:

1. Understand and assess the propriety of the accounting policy for revenue
recognition, and evaluate and test the internal control in relation to the timing of
revenue recognition.
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2. Implement the deadline test for the revenue from shipping warehouses in the
periods before or after the balance sheet date, and check if customer account
statement data, change in recorded inventory, revenue and cost carry-over were
recorded at appropriate times.

3. Execute document enquiry or field stock-taking observation for the quantity of
inventory in shipping warehouses, and check as well as reconcile the warehouse
inventory quantity with the recorded inventory quantity. In case of any
inconsistence with the recorded inventory quantity found from the enquiry response
or stock-taking observation, the reasons for the inconsistence will be investigated
and the test for the reconciliation items shall be executed, so as to confirm if

material differences are properly adjusted and recorded.
Evaluation of allowance for loss on reduction of inventory to market

Description of the key audit matter

Refer to note 4(8), 5(2) and 6(4) of the consolidated financial statements for the
information relating to inventory valuation.

The Company mainly engages in manufacture and sales of PCB(Printed Circuit
Boards). Due to their short life circle and severe competition in the industry,
electronic products are susceptible to the volatility of market prices, so they have
higher risk in losses on reduction of inventory to market and inventory obsolescence.
The net realizable value adopted by The Company for invalid and obsolescent
inventory often involves subjective judgment, so it is in a high degree of uncertainty.
Given that The Company’s inventory and its allowance for loss on reduction of
inventory to market have a vital impact on its financial statements, the valuation of
the allowance for loss on reduction of inventory to market is listed as one of the key
audit matters.

How the matter was addressed in our audit

We performed the following audit procedures in respect of the above key audit matter:
1. Evaluate if the policy and procedure for setting aside the allowance for loss on

reduction of inventory to market are appropriately and consistently adopted.
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2. Understand the inventory warehouse management process, inspect the annual
stock-taking plan and participate in the annual observation of stock-taking, so as to
confirm the inventory management and status.

3. Acquire the statement to identify inventory obsolescence and invalidation and
verify inventory aging propriety and rationality, so as to confirm the
possibility for the loss of the inventory exceeding a certain inventory age
and coverage of the invalid and obsolescent inventory items in the
statement, and ensure the consistence of the statement information with the
policy.

4. Inspect a variety of data adopted by the management for calculation of the
inventory net realizable value, and give random check and calculation to evaluate
the rationality of the inventory net realizable value and judge if relevant disclosures
are adequate.

Other Matter

We have also audited the parent company only financial statements of Compeq
Manufacturing Co., Ltd as of and for the years ended December 31, 2020 and 2019 on
which we have issued an unmodified opinion.

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 IFRSs, IASs,
interpretations as well as related guidance endorsed by the Financial Supervisory
Commission of the Republic of China, 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 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.
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Those charged with governance, (including members of the Audit Committee), are

responsible for overseeing the Company’s financial reporting process.
Auditors’ 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 auditors’ 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 the auditing standards generally accepted in the Republic of China
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 auditing standards generally accepted in the

Republic of China, 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 effectiveness of the Company’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.
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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 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 auditors’ 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 auditors’ report. However, future
events or conditions may cause the Company 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 Company 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 for the year ended December 31, 2020 and are therefore the key audit
matters. We describe these matters in our auditors’ 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.

Baker Tilly Clock & Co
Hung-Hsun Ting , CPA
Hsien-Hsiu Cheng, CPA

March 11, 2021

Notes to Readers

The accompanying consolidated financial statements are intended only to present the consolidated financial
position, financial performance and its cash flows in accordance with the accounting principles and practices
generally accepted in the Republic of China and not those of any other jurisdictions. The standards, procedures and
practices to audit (or review) such consolidated financial statements are those generally accepted and applied in the
Republic of China.

The auditors’ report and the accompanying consolidated financial statements are the English translation of the
Chinese version prepared and used in the Republic of China. If there is any conflict between, or any difference in
the interpretation of the English and Chinese language auditors’ report and consolidated financial statements, the
Chinese version shall prevail.
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COMPEQ MANUFACTURING CO., LTD. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
December 31, 2020 and 2019

(Expressed in thousands of New Taiwan Dollars)

December 31,2020 December 31,2019
ASSETS NOTES
Amount 9% Amount %
CURRENT ASSETS
Cash and cash equivalents 6(1) $ 9,964,685 | 1501 | $ 8,892,590 | 14.52
Financial assets at fair value through 6(2) 126,330 0.19 93,100 | 0.15
profit or loss-current
Notes receivable 6(3) 148,691 0.22 53,824 | 0.09
Accounts receivable 6(3) 14,092,983 | 21.23 14,722,070 | 24.03
Other receivables 607,566 0.92 254,221 | 0.41
Current tax assets 302 — — —
Inventories 6(4) 7,872,400 11.86 7,520,716 | 12.28
Prepayments 643,321 0.97 549,898 0.90
Other current financial assets 6(5),8 1,993,795 3.00 1,518,487 2.48
Other current assets 75,197 0.11 61,239 | 0.10
Total current assets 35,525,270 53.51 33,666,145 | 54.96
NONCURRENT ASSETS
Financial assets at fair value through 6(2) 19,328 0.03 33,752 | 0.06
profit or loss-noncurrent
Financial assets at fair value through 6(6) 19,936 0.03 31,179 | 0.05
other comprehensive income-noncurrent
Property, plant and equipment 6(7),8 28,887,623 | 43.51 25,955,350 | 42.38
Right-of-use assets 6(8) 492,604 0.74 413,145 | 0.67
Intangible assets 6(9) 109,446 0.16 105,560 | 0.17
Deferred tax assets 6(21) 768,130 1.16 916,006 1.50
Prepayments for equipment 559,253 0.84 114,936 | 0.19
Refundable deposits 5,151 0.01 6,673 | 0.01
Other non-current assets 8,875 0.01 8,721 0.01
Total noncurrent assets 30,870,346 | 46.49 27,585,322 | 45.04
TOTAL $ 66,395,616 |100.00 | $ 61,251,467 |100.00

The accompanying notes are an integral part of the consolidated financial statements.
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COMPEQ MANUFACTURING CO., LTD. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
December 31, 2020 and 2019

(Expressed in thousands of New Taiwan Dollars)

December 31,2020 December 31,2019
LIABILITIES AND EQUITY NOTES ATount o AMount o
CURRENT LIABILITIES
Financial liabilities at fair value through 6(2) $ 5,827 001 % — —
profit or loss-current
Notes payable 6(10) 1,214,638 1.83 1,052,068 1.72
Accounts payable 6(10) 9,599,134 | 14.46 9,194,293 | 15.01
Other payables 6(11) 6,520,680 9.82 5,666,242 | 9.25
Current tax liabilities 6(21) 629,294 0.95 777,298 1.27
Provisions-current 6(12) 302,312 0.46 253,107 | 0.42
Receipts in advance 8,059 0.01 1,592 —
Current portion of long-term borrowings | 6(13),8 321,553 0.48 430,693 | 0.70
Other current liabilities 544,404 0.82 601,519 | 0.98
Total current liabilities 19,145,901 | 28.84 17,976,812 | 29.35
NONCURRENT LIABILITIES
Long-term borrowings 6(13),8 14,231,398 21.43 14,336,264 | 23.41
Deferred tax liabilities 6(21) 2,773,734 4.18 2,338,907 | 3.82
Lease liabilities-noncurrent 6(8) 160,184 0.24 73,656 | 0.12
Net defined pension liabilities 6(14) 721,577 1.09 725,242 | 1.18
Other non-current liabilities, others 216,251 0.32 45,655 | 0.07
Total noncurrent liabilities 18,103,144 | 27.26 17,519,724 | 28.60
Total liabilities 37,249,045 | 56.10 35,496,536 | 57.95
EQUITY ATTRIBUTABLE TO OWNERS
OF THE COMPANY
Capital stock 6(15) 11,918,206 | 17.95 11,918,206 | 19.46
Capital surplus 6(15) 1,060,226 1.60 1,016,898 | 1.66
Retained earnings 6(15) 16,394,606 | 24.69 13,240,799 | 21.62
Legal reserve 2,279,912 3.43 1,897,670 | 3.10
Unappropriated earnings 14,114,694 | 21.26 11,343,129 | 18.52
Other equity 6(15) (226,467) | (0.34) (420,972) | (0.69)
Exchange differences on translation of (217,512) | (0.33) (421,011) | (0.69)
foreign operations
Unrealized gain (loss) on financial (8,955) | (0.01) 39 —
assets at fair value through other
comprehensive income
Total equity attributable to owners of 29,146,571 43.90 25,754,931 | 42.05
the Company
NON-CONTROLLING INTERESTS — — — —
Total equity 29,146,571 | 43.90 25,754,931 | 42.05
TOTAL $ 66,395,616 [100.00 | $ 61,251,467 (100.00

The accompanying notes are an integral part of the consolidated financial statements.
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COMPEQ MANUFACTURING CO., LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED ON DECEMBER 31, 2020 AND 2019

(Expressed in thousands of New Taiwan Dollars, Except Earnings Per Share)

2020 2019
DESCRIPTION NOTE Amount 07 Amount 07
OPERATING REVENUES 6(17) |[$ 60,516,929]100.00 [$ 56,174,889 | 100.00
OPERATING COSTS 6(4) (49,513,908)| (81.82)] (46,176,617) | (82.20)
GROSS PROFIT 11,003,021 | 18.18 9,998,272 17.80
OPERATING EXPENSES
Selling and marketing expenses 972,345 1.61§ §888,984 1.58g
General and administrative expenses 968,086 1.60 971,367 1.73
Research and development expenses (2,404,953; 53.97g (2,026,007) | (3.61)
Expected credit impairment income 6(3) (19,888 0.03 31,977 0.06
Total operating expenses (4,365,272)] (7.21) (3,854,381) | (6.86)
INCOME FROM OPERATIONS 6,637,749 10.97 6,143,891 10.94
NON-OPERATING INCOME AND
EXPENSES
Interest income 122,765 0.20 172,817 0.31
Other income 6(18 275,618 | 0.46 371,850 0.66
Other gains and losses 6(19 (431,039)| (0.71) (652,274) | (1.16)
Finance costs 6(20) (352,748)] (0.59) (469,477) | (0.84)
Total non-operating income and expenses (385,404)] (0.64) (577,084) | (1.03)
INCOME BEFORE INCOME TAX 6,252,345 10.33 5,566,807 991
INCOME TAX EXPENSE 6(21) (1,587,644)| (2.62) (1,744,389) | (3.11)
NET INCOME $ 4,664,701 771]% 3,822,418 6.80
OTHER COMPREHENSIVE INCOME
(LOSS)
Items that will not be reclassified subsequently
to profit or loss
Rerglegasu_rement of defined benefit 6(14) (100,886)| (0.17) (52,801) | (0.09)
obligation
Unrealized gain (loss) on investments in (11,243)| (0.02) 49 —
ecwlty instruments at fair value through
other comprehensive income
Income tax benefit (expense) related to items| 6(21) 22,426 | 0.04 10,550 0.02
that will not be reclassified subsequently
Items that may be reclassified subsequently to
profit or loss
Exchange differences on translation of 6(15) 254,374 | 0.42 (705,152) | (1.26)
foreign operations
Income tax relating to the components of 6(21) (50,875)| (0.08) 141,031 0.25
other comprehensive income(loss)
Other comprehensive (loss) income, net of 113,796 | 0.19 (606,323) | (1.08)
income tax
TOTAL COMPREHENSIVE INCOME FOR $ 4,778,497 790[$ 3,216,095 5.72
THE YEAR
NET INCOME ATTRIBUTABLE TO :
Shareholders of the parent $ 4,664,701 7711% 3,822,418 6.80
Non-controlling interests — — — —
$ 4,464,701 771]1% 3,822,418 6.80
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO :
Shareholders of the parent $ 4,778,497 790|% 3,216,095 5.72
Non-controlling interests — — — —
$ 4,778497] 790[$ 3,216,095 5.72
EARNING PER SHARE
Basic 6(16) $3.91 $3.21
Diluted 6(16) $3.90 $3.19

The accompanying notes are an integral part of the consolidated financial statements.
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COMPEQ MANUFACTURING CO., LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
(Expressed in thousands of New Taiwan Dollars)

Equity attributable to the owners of the Company

Retained earnings Other equity
Unrealized gain
Exchange (loss) on Non-controlling
DESCRIPTION . . . differences on | financial assets Total equity
Capital Stock | Capital surplus Legal reserve Unapprc_)prlated translation of at fair value Subtotal interests
earnings -
foreign through other
operations comprehensive
income

BALANCE, JANUARY 1, 2019 $ 11918206 |$ 1,016,898 |$ 1657697 |$ 8756381 |$ 143,110 | $ — |$ 23492292 | $ — 23,492,292
Appropriations of prior year’s earnings

Legal reserve — — 239,973 (239,973) — — — — —

Cash dividends — — — (953,456) — - (953,456) — (953,456)
Net income in 2019 — — — 3,822,418 — — 3,822,418 — 3,822,418
Other comprehensive income in 2019, . B . (42,241) (564,121) 39 (606,323) . (606,323)
net of income tax
Total comprehensive income in 2019 — — — 3,780,177 (564,121) 39 3,216,095 — 3,216,095
BALANCE, JANUARY 1, 2020 11,918,206 1,016,898 1,897,670 11,343,129 (421,011) 39 25,754,931 — 25,754,931
Appropriations of prior year’s earnings

Legal reserve — — 382,242 (382,242) — — — — —

Cash dividends — — — (1,430,185) — — (1,430,185) — (1,430,185)
Change in ownership interests in - 43328 - - - - 43.328 _ 43328
subsidiaries
Net income in 2020 — — — 4,664,701 — — 4,664,701 — 4,664,701
Other comprehensive income in 2020, - - - (80,709) 203,499 (8,994) 113,796 —~ 113,796
net of income tax
Total comprehensive income in 2020 — — — 4,583,992 203,499 (8,994) 4,778,497 — 4,778,497
BALANCE, DECEMBER 31, 2020 $ 11,918,206 |$ 1,060,226 |$ 2,279912 |$ 14,114,694 | $ (217512) | $ (8,955) | $ 29,146,571 | $ — 29,146,571

The accompanying notes are an integral part of the consolidated financial statements.
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COMPEQ MANUFACTURING CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED ON DECEMBER 31, 2020 AND 2019

(Expressed in thousands of New Taiwan Dollars)

DESCRIPTION 2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax 6,252,345 | $ 5,566,807
Adjustments for:
Income and expense (loss) items
Depreciation expense 4,054,232 3,845,578
Amortization expense 39,316 36,337
Expected credit impairment loss (income) 19,888 (31,977)
Net (gain) loss on financial assets and liabilities at fair 5807 B
value through profit or loss ’
Interest expense 352,748 469,477
Interest income (122,765) (172,817)
Loss on disposal of property, plant and equipment 92,364 153,525
Exchange loss (gain) on long-term debts (375,549) 27,527
Other Item 166 4,481
Changes in operating assets and liabilities
Firllggscial assets mandatorily at fair value through profit or (18,806) (15,520)
Notes receivable (94,436) 31,282
Accounts receivable 534,454 (1,535,832)
Other receivables (359,976) (62,733)
Inventories (278,955) (808,089)
Prepayments (83,068) (128,312)
Other current assets (9,176) 10,493
Other current financial assets (470,776) 82,649
Notes payable 146,894 286,847
Accounts payable 274,785 904,317
Other payables 199,081 531,166
Provisions 47,327 14,655
Receipts in advance 6,635 (1,110)
Other current liabilities (59,178) (2,671)
Accrued pension liabilities (104,551) (94,822)
Cash generated from operations 10,048,826 9,111,358
Interest received 119,700 172,512
Interest paid (359,665) (467,430)
Income taxes paid (1,195,164) (1,108,795)
Net cash generated by operating activities 8,613,697 $ 7,707,645
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COMPEQ MANUFACTURING CO., LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED ON DECEMBER 31, 2020 AND 2019

(Expressed in thousands of New Taiwan Dollars)

DESCRIPTION 2020 2019
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of_ fir!ancial assets at fair value through other - (31,130)
comprehensive income
Acgrtg;[[tlé)rnloc;z financial instruments at fair value through - (32,800)
Payments for property, plant and equipment (6,006,908) (4,243,692)
Proceeds from disposal of property, plant and equipment 7,626 12,471
Increase in Refundable Deposits (28,503) (30,003)
Decrease in Refundable Deposits 26,083 37,146
Purchase of Intangible Assets (39,534) (54,649)
Acquisition of right-of-use assets (426) (19,937)
Increase in prepayments for equipment (451,078) (76,932)
Increase in other Noncurrent Assets (4,724) (1,478)
Net cash generated by (used in) investing activities (6,497,464) (4,441,004)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term borrowings 2,981,264 2,275,347
Decrease in short-term borrowings (2,980,149) (2,275,347)
Increase in long-term borrowings 7,989,676 9,985,243
Decrease in long-term borrowings (7,942,698) (9,729,618)
Increase in guarantee deposits received 13,847 7,617
Decrease in guarantee deposits received (8,945) (5,820)
Repayment of the principal portion of lease liabilities (116,778) (102,575)
Increase in other non-current liabilities 164,399 19,104
Cash dividends (1,430,185) (953,456)
Net cash generated by (used in) financing activities (1,329,569) (779,505)
EFFECT OF EXCHANGE RATE CHANGES ON THE
BALANCE OF CASH AND CASH EQUIVALENTS HELD 285,431 (338,105)
IN FOREIGN CURRENCIES
EIS"LI'”ICIESEEQ_?E (DECREASE) IN CASH AND CASH 1,072,095 2.149,031
?ﬁgl—;?&\:g[()lASH EQUIVALENTS AT BEGINNING OF 8.892.590 6,743,559
gEAsIIEgSND CASH EQUIVALENTS AT END OF THE 9.964.685 8,892,590

The accompanying notes are an integral part of the consolidated financial statements.
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COMPEQ MANUFACTURING CO., LTD. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

(Amounts in thousands of New Taiwan dollars, unless otherwise stated)

1. ORGANIZATION AND OPERATIONS

Compeq Manufacturing Co., Ltd. (the Compeq Company) was established in
August 1973. It is engaged in the manufacture and sale of PCB (Printed Circuit
Boards) for computer use. In January 1990, the Compeq Company's stocks were
approved by the Financial Supervisory Commission (FSC) for listing on the Taiwan
Stock Exchange.

The consolidated financial statements were included Compeq manufacturing Co.,
Ltd. and its subsidiaries collectively as the “Company” are described in Note 4.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved by the board of directors and
authorized for issue on March 11, 2021.

3. APPLICATION OF NEW AND REVISED 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 FSC effective

from 2020 are as follows:

New Standards, Interpretations and Amendments Effective Date Issued

by IASB
Definition of Material (amendment to IAS 1 and IAS 8) January 1, 2020
Definition of a Business (amendment to IFRS 3) January 1, 2020
Interest Rate Benchmark Reform (amendments to IFRS 9, 1AS 39 January 1, 2020
and IFRS 7)
Covid-19-related rent concessions’(amendment to IFRS 16) June 1,2020

The above standards and interpretations have no significant impact to the
Company’s financial condition and financial performance based on the

Company’s assessment.
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(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 FSC effective
from 2021 are as follows:

New Standards, Interpretations and Amendments Effective Date Issued

by IASB
Extension of the temporary exemption from applying IFRS 9 January 1, 2021
(amendment to IFRS 4)
Interest Rate Benchmark Reform-Phase 2 (amendment to IFRS 16, January 1,2021

amendments to IFRS 9, IAS 39, IFRS 7 and IFRS 4)
The above standards and interpretations have no significant impact to the
Company’s financial condition and financial performance based on the
Company’s assessment.

(3) The IFRSs issued by IASB but not yet endorsed by FSC
As of the date the following IFRSs that have been issued by the IASB, but not

yet endorsed by the FSC:

Effective Date Issued

New Standards, Interpretations and Amendments by IASB

Reference to the conceptual framework (amendments to IFRS 3) January 1, 2022

Sale or contribution of assets between an investor and its associate  To be determined by IASB
or joint venture (amendments to IFRS 10 and IAS 28)

Insurance contracts (IFRS 17) January 1,2023
Insurance contracts (amendments to IFRS 17) January 1,2023
Classification of liabilities as current or non-current (amendments January 1,2023
to IAS 1)

Accounting Policies Disclosures (amendments to IAS 1) January 1,2023
Definition of Accounting Estimates (amendments to IAS 8) January 1,2023
Property, plant and equipment: proceeds before intended use January 1, 2022
(amendments to IAS 16)

Onerous contracts-cost of fulfilling a contract (amendments to 1AS January 1, 2022
37)

As of the date the accompanying consolidated financial statements were issued,
the Company continues in evaluating the impact on its financial position and
financial performance as a result of the initial adoption of the aforementioned
standards or interpretations. The related impact will be disclosed when the

Company completes the evaluation.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Statement of compliance

The consolidated financial statements have been prepared in accordance with
the Guidelines Governing the Preparation of Financial Reports by Securities
Issuers, IFRSs, 1ASs, Interpretations as well as related guidance translated by
the ARDF endorsed by the FSC with the effective dates (collectively, “IFRSs”).

(2) Basis of Preparation

The consolidated financial statements have been prepared on the historical cost
basis except for financial instruments that are measured at fair value, and
defined benefit liabilities recognized based on the net amount of pension fund
assets less present value of defined benefit obligation. Historical cost is
generally based on the fair value of the consideration given in exchange for

assets.

(3) Basis of Consolidation
A. The basis for the consolidated financial statements

The consolidated financial statements incorporated the financial statements
of Compeq Manufacturing Co., Ltd. and its controlled entities (the
subsidiaries). Control is achieved where the Company has the power to
govern the financial and operating policies of an entity so as to obtain
benefits from its activities.
Income and expenses of subsidiaries acquired or disposed of are included in
the consolidated statement of comprehensive income from the effective date
of acquisition and up to the effective date of disposal, as appropriate.
When necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with those used by the
Company.
All intra-company transactions, balances, income and expenses are
eliminated in full on consolidation.
Total comprehensive income of subsidiaries 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.
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Changes in a parent’s ownership interest in a subsidiary that do not result in
the parent losing control of the subsidiary are accounted for as equity
transactions. The carrying amounts of the Company interests and the non-
controlling interests are adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference between the amount by which the
non-controlling interests are adjusted and the fair value of the consideration
paid or received is recognized directly in equity and attributed to
shareholders of the Corporation.

B. The Subsidiaries in the consolidated financial statements:
Establishment

Main Businesses and

and Operating

Name of Investor Name of Investee Products Location
Compeqg Manufacturing Huaton Holdings Limited  Investment (Indirectly  British Virgin
Co., Ltd. investment in Mainland Islands

China)
Compeq Manufacturing Pelican Cove Investment  Trading Samoa (Note 1)
Co., Ltd. Ltd.
Compeqg Manufacturing Liton Holdings Ltd. Investment British Virgin
Co., Ltd. Islands
Compeqg Manufacturing Hua Nian Investment Ltd.  General investing Taiwan
Co., Ltd.
Huaton Holdings Limited  Compeq Manufacturing PCB manufacturing China
(Huizhou) Co., Ltd. and sales
Huaton Holdings Limited  Compeq Technology PCB manufacturing China
(Huizhou) Co., Ltd. and sales
Huaton Holdings Limited ~ Compeq Manufacturing PCB manufacturing China
(Chongging) Co., Ltd. and sales
Huaton Holdings Limited  Hong Kong Huaton Trading Hong Kong
Holdings Trading
Company Limited
Compeq Technology Hong Kong Compeq "Trading Hong Kong
(Huizhou) Co., Ltd. Huizhou Trading Company
(Note 2) Limited
Compeq Technology Compeqg Manufacturing PCB manufacturing China
(Huizhou) Co., Ltd. (Suzhou) Co., Ltd. and sales
(Note 3)
Compeq Manufacturing Huabo Technology Electronic China

(Huizhou) Co., Ltd.

(Huizhou) Co., Ltd.
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Name of Investee

Percentage of Ownership

December 31,2020

December 31,2019

Huaton Holdings Limited 100.00% 100.00%
Pelican Cove Investment Ltd. 100.00% 100.00%
Liton Holdings Limited 100.00% 100.00%
Hua Nian Investment Ltd 100.00% 100.00%
Compeq Manufacturing (Huizhou) Co., Ltd. 100.00% 100.00%
Compeq Manufacturing (Suzhou) Co., Ltd. 100.00% 100.00%
Compeq Technology (Huizhou) Co., Ltd. 100.00% 100.00%
Ilzli?:?[eléong Compeq Huizhou Trading Company 100.009% 100.009%
Compeq Manufacturing (Chongging) Co., Ltd. 100.00% 100.00%
Ilzlicr)Tr:ig'][el;ong Huaton Holdings Trading Company 100.009 B

Huabo Technology (Huizhou) Co., Ltd. 100.00% —

Note 1: Pelican Cove Investment Ltd. had been transfer from British Virgin Island to Samoa
in November 2019.

Note 2: On August 2019, Compeq Manufacturing (Huizhou) Co., Ltd. was sold 100% equity
of Hong Kong Compeq Huizhou Trading Company Limited to Cpmpeq Technology
(Huizhou) Co., Ltd.

Note 3: On April 2020, Huaton Holdings limited was sold 100% equity of Compeq
Manufacturing (Suzhou) Co., Ltd. To Compeq Technology (Huizhou) Co., Ltd. for
increase capital.

C. Subsidiaries excluded from consolidated financial statement: None.
D. Each invested company adopting the equity valuation method will obtain the
investment loss and profit data included in the current financial statements

duly audited and certified by a certified public accountant.

(4) Current and Noncurrent Assets and Liabilities

Current assets are assets held for trading purposes and assets expected to be
converted to cash, sold or consumed within one year from the end of the
reporting period. Current liabilities are obligations incurred for trading purposes
and obligations expected to be settled within one year from the end of the
reporting period. Assets and liabilities that are not classified as current are

noncurrent assets and liabilities, respectively.

82



(5) Foreign Currencies

In preparing the financial statements of each individual consolidated entity,
transactions in currencies other than the entity’s functional currency (foreign
currencies) are recognized at the rates of exchange prevailing at the dates of the
transactions.

At each balance sheet date, monetary items denominated in foreign currencies

are retranslated at the closing rates. All exchange differences arising on the

settlement of monetary items or on translating monetary items are taken to
profit or loss in the period in which they arise except for the following:

A. Exchange differences arising from foreign currency borrowings for an
acquisition of a qualifying asset to the extent that they are regarded as an
adjustment to interest costs are included in the borrowing costs that are
eligible for capitalization.

B. Exchange differences on monetary items arising from settlement or
translation are recognized in profit or loss in the period in which they arise,
except for exchange differences on transactions entered into in order to hedge
certain foreign-currency risks.

C. For the items of currency receivable from or payable to foreign business
operating institute, if there is no plan for liquidation or the liquidation is
impossible to occur in the foreseeable future. Exchange differences arising
on a monetary item that is part of a reporting entity’s net investment in a
foreign operation are recognized initially in other comprehensive income and
reclassified from equity to profit or loss upon disposal of such investment.

Non-monetary items measured at fair value that are denominated in foreign

currencies are retranslated at the rates prevailing at the date when the fair value

was determined. Exchange differences arising on the retranslation of non-
monetary items are recognized in profit or loss for the year except for exchange
difference arising from the retranslation of non-monetary items in respect of
which gains and losses are recognized directly in other comprehensive income,
in which case, the exchange differences are also recognized directly in other

comprehensive income.
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Non-monetary items that are measured at historical cost in a foreign currency
are not retranslated.

For the purposes of presenting consolidated financial statements, the assets and
liabilities of the Consolidated Company’ foreign operations (including of the
subsidiaries, associates and joint ventures operating in other countries or using
currencies different from the Company’s) are translated into New Taiwan
dollars using exchange rates prevailing at each balance sheet date. Income and
expense items are translated at the average exchange rates for the period.
Exchange differences arising, if any, are recognized in other comprehensive
income and accumulated in equity.

(6) 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. Including time deposits and repurchase agreements
collateralized by corporate bonds.

Time deposits that meet the definition above and are held for the purpose of
meeting short-term cash commitments in operation are classified as cash

equivalents.

(7) Financial Instruments

Financial assets and financial liabilities are recognized when the Consolidated
Company become a party to the contractual provisions of the instruments.
Financial assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets and financial
liabilities at fair value through profit or loss) are added to or deducted from the
fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition.

Transaction costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognized
immediately in profit or loss. For the determination of fair value, please refer to

Note 12.
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A. Financial assets
All regular way purchases or sales of financial assets are recognized and
derecognized on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the
time frame established by regulation or Convention in the marketplace.
a. Measurement category
Financial assets are classified into the following categories: financial assets
at FVTPL, equity instruments at FVTOCI and financial assets at amortized
cost.
A) Financial asset at FVTPL
For certain financial assets which include debt instruments that do not
meet the criteria of amortized cost or FVTOCI, it is mandatorily
required to measure them at FVTPL. Any gain or loss arising from
remeasurement is recognized in profit or loss. The net gain or loss
recognized in profit or loss incorporates any interest earned on the
financial asset.
B) Investments in equity instruments at FVTOCI
On initial recognition, the Company may irrevocably designate
investments in equity investments that is not held for trading as at
FVTOCI.
Investments in equity instruments at FVTOCI are subsequently
measured at fair value with gains and losses arising from changes in fair
value recognized in other comprehensive income and accumulated in
other equity.
Dividends on these investments in equity instruments at FVTOCI are
recognized in profit or loss when the Company’s right to receive the
dividends is established, unless the Company’s rights clearly represent a

recovery of part of the cost of the investment.
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C) Measured at amortized cost

When the company invest in financial assets simultaneously meets the

following two conditions, the financial assets are classified as the ones

carried at cost after amortization:

a) The financial assets are held under a specific operation mode, in
which the purpose of the mode is to hold the financial assets in order
to collect contract cash flows.

b) The cash flow generated on a specific date due to contract clauses is
completely for the payment of the principal and the interest accrued
from the outstanding principal amount.

Cash and cash equivalents, notes and accounts receivable, other
receivables and refundable deposits are measured at amortized cost.
Subsequent to initial recognition, financial assets measured at amortized
cost are measured at amortized cost, which equals to carrying amount
determined by the effective interest method less any impairment loss.
Foreign exchange gains and losses are recognized in profit or loss.

. Impairment of financial assets

At the end of each reporting period, a loss allowance for expected credit
loss is recognized for financial assets at amortized cost (including accounts
receivable).

The loss allowance for accounts receivable is measured at an amount equal
to lifetime expected credit losses. For financial assets at amortized cost,
when the credit risk on the financial instrument has not increased
significantly since initial recognition, a loss allowance is recognized at an
amount equal to expected credit loss resulting from possible default events
of a financial instrument within 12 months after the reporting date. If, on
the other hand, there has been a significant increase in credit risk since
initial recognition, a loss allowance is recognized at an amount equal to
expected credit loss resulting from all possible default events over the

expected life of a financial instrument.
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The expected credit loss is calculated according to the average weighted
credit loss in which the risk rated ratio of default occurrence is used in
calculation. The 12-month expected credit loss represents the credit loss
expected to occur to the financial instruments within 12 months after their
reporting day due to possible default. The expected credit loss in the
duration period refers to the credit loss expected to occur to the financial
instruments in the expected duration period due to possible default.
The Company recognizes an impairment loss in profit or loss for all
financial instruments with a corresponding adjustment to their carrying
amount through a loss allowance account.

c. Derecognition of financial assets
The Consolidated Company derecognize a financial asset only when the
contractual rights to the cash flows from the asset expire, or when they
transfer the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. On derecognition of a financial
asset in its entirety, the difference between the asset’s carrying amount and
the sum of the consideration received and receivable and the cumulative
gain or loss that had been recognized in other comprehensive income and
accumulated in equity is recognized in profit or loss.

B. Equity instruments

Debt and equity instruments issued by a group entity are classified as either

financial liabilities or as equity in accordance with the substance of the

contractual arrangements and the definitions of a financial liability and an

equity instrument.

Equity instruments issued by a group entity are recognized at the proceeds

received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognized and

deducted directly in equity. No gain or loss is recognized in profit or loss on

the purchase, sale, issue or cancellation of the Company’s own equity

instruments.
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C. Financial liabilities

a. Subsequent measurement
Financial liabilities other than those held for trading purposes and
designated as at FVTPL are subsequently measured at amortized cost at
the end of each reporting period.
Financial liabilities measured at FVTPL are derivative financial
instruments that do not meet the criteria for hedge accounting, and they are
stated at fair value, with any gains or losses arising on remeasurement
recognized in profit or loss. Related net profits or net losses are listed in
“other profits and losses” of the statement of comprehensive income.

b. Derecognition of financial liabilities
The Consolidated Company derecognizes financial liabilities only when
the obligations are discharged cancelled or expires. The difference between
the carrying amount of a financial liability removed and the consideration
paid (including any non-cash assets transferred or liabilities assumed) is
recognized in profit or loss.

c. Offsetting financial instruments
Financial assets and liabilities are offset and reported in the net amount in
the balance sheet when there is a legally enforceable right to offset the
recognized amounts and there is an intention to settle on a net basis or
realize the asset and settle the liability simultaneously.

D. Derivative financial instruments

The Consolidated Company enters into a variety of derivative financial

instruments to manage its exposure to foreign exchange rate risks, including

foreign exchange forward contracts.

Derivatives are initially recognized at fair value at the date the derivative

contracts are entered into and are subsequently remeasured to their fair value

at the end of each reporting period. The resulting gain or loss is recognized in

profit or loss immediately unless the derivative is designated and effective as

a hedging instrument, in which event the timing of the recognition in profit
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or loss depends on the nature of the hedge relationship. When the fair value
of derivative financial instruments is positive, the derivative is recognized as
a financial asset; when the fair value of derivative financial instruments is
negative, the derivative is recognized as a financial liability.
(8) Inventories
Inventories are included supplies, raw materials, work in process and Finished
goods. Inventories are stated at the lower of cost or net realizable value.
Inventories are recorded at weighted-average cost. Net realizable value is the
estimated selling price of inventories less all estimated costs of completion and
costs necessary to make the sale.

(9) Property, Plant, and Equipment

Property, plant and equipment are stated at cost, less subsequent accumulated
depreciation and subsequent accumulated impairment loss.

Properties under construction for production, supply or administrative purposes
are carried at cost, less any recognized impairment loss. Cost includes
professional fees and borrowing costs eligible for capitalization.

These properties are depreciated and classified to the appropriate categories of
property, plant and equipment when completed and ready for intended use.
Depreciation is recognized using the straight-line method. Each significant item
is depreciated separately. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each reporting period, with the
effect of any changes in estimate accounted for on a prospective basis.

Any gain or loss arising on the disposal or retirement of an item of property,
plant and equipment is determined as the difference between the sales proceeds
and the carrying amount of the asset and is recognized in profit or loss.
Depreciation is computed by the straight-line method over the estimated useful
lives. The estimated useful lives are as follows:

Buildings: 5-35 years; machinery and equipment: 6-10 years; computer
equipment: 3-8 vyears; testing equipment: 5-8 years; pollution-prevention
equipment: 3-10 years; transportation equipment: 5 years; furniture and fixtures:

5-8 years; other equipment: 5-15 years.
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(10) Leases

The Company as lessee

The Company recognizes right-of-use assets and lease liabilities for all leases at
the commencement date of a lease, except for short-term leases and low-value
asset leases accounted for applying a recognition exemption where lease
payments are recognized as expenses on a straight-line basis over the lease
terms.

Right-of-use assets are initially measured at cost, which comprises the initial
measurement of lease liabilities adjusted for lease payments made at or before
the commencement date, plus any initial direct costs incurred and an estimate of
costs needed to restore the underlying assets, and less any lease incentive
received. Right-of-use assets are subsequently measured as cost less
accumulated depreciation and impairment losses and adjusted for any
remeasurement of the lease liabilities. Right-of-use assets are presented on a
separate line in the consolidated balance sheets.

Right-of-use assets are depreciated using the straight-line method from the
commencement dates to the earlier of the end of the useful lives of the right-of-
use assets or the end of the lease terms.

Lease liabilities are initially measured at the present value of the lease payments.
The lease payments are discounted using the interest rate implicit in a lease, if
that rate can be readily determined. If that rate cannot be readily determined, the
Company uses the lessee’s incremental borrowing rate.

Lease liabilities are measured at amortized cost using the effective interest
method, with interest expense recognized over the lease terms. When there is a
change in a lease term or a change in future lease payments resulting from a
change in expected paid amount under the residual value guarantee, a change in
the assessment of an option to purchase an underlying assets, or a change in an
index or a rate used determine to those payments, the Company remeasures the
lease liabilities with a corresponding adjustment to the right-of-use-assets. If the
carrying amount of the right-of-use assets has been reduced to zero, the
remaining amount will recognized in profit or loss. Lease liabilities are
presented on a separate line in the consolidated balance sheets.

Variable lease payments that do not depend on an index or a rate are recognized

as expenses in the periods in which they are incurred.
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(11) Intangible Assets

Intangible assets with finite useful lives that are acquired separately are initially
measured at cost and subsequently measured at cost less accumulated
amortization and accumulated impairment loss. Amortization is recognized on a
straight-line basis. The estimated useful life, residual value, and amortization
method are reviewed at the end of each reporting period, with the effect of any
changes in estimate accounted for on a prospective basis. The residual value of
an intangible asset with a finite useful life is assumed to be zero unless the
Group expects to dispose of the intangible asset before the end of its economic
life.

Gains or losses arising from the derecognition of an intangible asset, measured
as the difference between the net disposal proceeds and the carrying amount of
the asset, are recognized in profit or loss when the asset is derecognized.

(12) Impairment of Non-financial Assets

At each balance sheet date, the Consolidated Company review the carrying
amounts of their tangible and intangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss. When it is not possible to estimate
the recoverable amount of an individual asset, the Consolidated Company
estimate the recoverable amount of the cash-generating unit to which the asset
belongs. When amortization can be reasonably and consistently made, common
assets can also be amortized to individual cash production units. Otherwise, the
amortization shall be made to the minimum cash production unit group in a
reasonable and consistent way.

Intangible assets with indefinite useful lives and intangible assets not yet
available for use are tested for impairment at least annually, and whenever there

is an indication that the asset may be impaired.
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Recoverable amount is the higher of fair value less costs to sell and value in use.
If the recoverable amount of an asset or cash-generating unit is estimated to be
less than its carrying amount, the carrying amount of the asset or cash-
generating unit is reduced to its recoverable amount. An impairment loss is
recognized in profit or loss.

When an impairment loss subsequently is reversed, the carrying amount of the
asset or cash-generating unit is increased to the revised estimate of its
recoverable amount, but only to the extent of the carrying amount that would
have been determined had no impairment loss been recognized for the asset or
cash-generating unit in prior years. A reversal of an impairment loss is
recognized immediately in profit or loss.

(13) Provision

Provisions are recognized when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Company will be
required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation. The amount recognized as a provision is the best
estimate of the consideration required to settle the present obligation at the end
of the reporting period, taking into account the risks and uncertainties
surrounding the obligation.

The present obligation arising from any onerous contracts shall be listed and
measured as a liability reserve. When the unavoidable cost required for
obligation fulfillment of a signed contract exceeds the economic effect expected

to gain from the contract, the contract shall be referred to as an onerous contract.

(14) Revenue recognition
When applying IFRS 15, the Company shall recognize revenue by applying the
following steps:
(@) Identify the contract with the customer;
(b) Identify the performance obligations in the contract;

(c) Determine the transaction price;
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(d) Allocate the transaction price to the performance obligations in the contract;
and

(e) Recognize revenue when the entity satisfies a performance obligation.

Sales of goods

Revenue is recognized when the goods committed by the Company are

transferred to the customer to fulfill the contract performance obligation, i.e. the

revenue is recognized when the customer acquires the control right of the goods,

in which the net amount of the contract price deducting estimated sales

allowance is set aside and recognized. The revenue recognition amount is

limited to the part where material reversal is very unlikely to occur, and the

estimation is renewed at each balance sheet day. The allowance for sales

discounts of the sales related estimates as of the balance sheet date is listed as

the refund liabilities.

(15) Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets are added to the cost of these assets, until the
assets are substantially ready for their intended use or sale.

If a specific loan is used for temporary investment before being applied to the
capital expenditure meeting required elements and therefore earns the
investment income, it shall be deducted from the loan cost meeting the terms of
capitalization.

All other borrowing costs are recognized in profit or loss in the period in which
they are incurred.

(16) Employee Benefits

A. Short-term employee benefits
Liabilities recognized in respect of short-term employee benefits are
measured at the undiscounted amount of the benefits expected to be paid in

exchange for service rendered by employees.
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B. Retirement benefits
For defined contribution retirement benefit plans, payments to the benefit
plan are recognized as an expense when the employees have rendered service
entitling them to the contribution. For defined benefit retirement benefit
plans, the cost of providing benefit is recognized based on actuarial
calculations.
Defined benefit costs (including service cost, net interest and remeasurement)
under the defined benefit retirement benefit plans are determined using the
Projected Unit Credit Method. Service cost (including current service cost),
and net interest on the net defined benefit liability (asset) are recognized as
employee benefits expense in the period they occur. Remeasurement,
comprising actuarial gains and losses and the return on plan assets (excluding
interest), is recognized in other comprehensive income in the period in which
they occur. Remeasurement recognized in other comprehensive income is
reflected immediately in retained earnings and will not be reclassified to
profit or loss.
Net defined benefit liability represents the actual deficit in the Company’s
defined benefit plan. Any surplus resulting from this calculation is limited to
the present value of any refunds from the plans or reductions in future
contributions to the plans.

(17) Taxation

The tax expense for the period comprises current and deferred tax. Tax is

recognized in profit or loss, except to the extent that it relates to items

recognized in other comprehensive income or items recognized directly in

equity, in which cases the tax is recognized in other comprehensive income or

equity.

A. Current tax
Adjustments of prior years’ tax liabilities are added to or deducted from the

current year’s tax provision.
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Income tax on unappropriated earnings (excluding earnings from foreign
consolidated subsidiaries) is expensed in the year the shareholders approved
the appropriation of earnings which is the year subsequent to the year the
earnings are generated.
. Deferred tax
Deferred tax is recognized on temporary differences between the carrying
amounts of assets and liabilities in the consolidated financial statements and
the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognized for all taxable temporary
differences. Deferred tax assets are generally recognized for all deductible
temporary differences, net operating loss carryforwards and unused tax
credits to the extent that it is probable that taxable profits will be available
against which those deductible temporary differences can be utilized.
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 recognized amounts and there is an intention to settle on a net basis
or realize the asset and settle the liability simultaneously. Deferred income
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 realize
the asset and settle the liability simultaneously.
Deferred tax liabilities are recognized for taxable temporary differences
associated with investments in subsidiaries and associates, and interests in
joint ventures, except where the Company is able to control the reversal of
the temporary difference and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such investments are only
recognized to the extent that it is probable that there will be sufficient taxable
profits against which to utilize the benefits of the temporary differences and

they are expected to reverse in the foreseeable future.
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The carrying amount of deferred tax assets is reviewed at the end of each
reporting period and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of the deferred
tax asset to be recovered. The deferred tax assets which originally not
recognized is also reviewed at the end of each reporting period and
recognized to the extent that it is probable that sufficient taxable profits will
be available to allow all or part of the deferred tax asset to be recovered.
Deferred tax liabilities and assets are measured at the tax rates that are
expected to apply in the year in which the liability is settled or the asset is
realized, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period. The measurement of
deferred tax liabilities and assets reflects the tax consequences that would
follow from the manner in which the Company expects, at the end of the
reporting period, to recover or settle the carrying amount of its assets and
liabilities.
C. Current and deferred tax for the year
Current and deferred tax are recognized in profit or loss, except when they
relate to items that are recognized in other comprehensive income or directly
in equity, in which case, the current and deferred tax are also recognized in
other comprehensive income or directly in equity respectively. Where current
tax or deferred tax arises from the initial accounting for a business
combination, the tax effect is included in the accounting for the business
combination.
5.CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY

In the application of the Company’s accounting policies, which are described in
Note 4, the Company is required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual

results may differ from these estimates.
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The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognized in the year in which the estimate
is revised if the revision affects only that year, or in the year of the revision and
future years if the revision affects both current and future years.

The following are the critical judgments, apart from those involving estimations,
that the Company has made in the process of applying the Company’s accounting
policies and that have the most significant effect on the amounts recognized in the
consolidated financial statements.

(1) Estimated impairment of accounts receivable

When there is objective evidence of impairment loss, the Consolidated
Company take into consideration the estimation of future cash flows. The
amount of the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted at the financial
asset’s original effective interest rate. Where the actual future cash flows are
less than expected, a material impairment loss may arise.

(2) Valuation of Inventory

Inventories are stated at the lower of cost or net realizable value, and the
Company use judgment and estimate to determine the net realizable value of
inventory at the end of each reporting period.

Due to the rapid industrial changes, the Company estimates the net realizable
value of inventory for obsolescence and unmarketable items at the end of
reporting period and then writes down the cost of inventories to net realizable
value. The net realizable value of the inventory is mainly determined based on
assumptions of future demand within a specific time horizon.

(3) Impairment of non-financial Assets

In the process of evaluating the potential impairment of tangible and intangible
assets other than goodwill, the Company is required to make subjective
judgments in determining the independent cash flows, useful lives, expected

future revenue and expenses related to the specific asset groups with the
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consideration of the nature of technology industry. Any changes in these
estimates based on changed economic conditions or business strategies could
result in significant impairment charges or reversal in future years.

(4) Revenue Recognition

In principle, goods sales revenue is recognized when the contract
performance obligation is met, in which the terms are described as per
Note 4. The Company records a provision for estimated future returns and other
allowances in the same period the related revenue is recorded. Provision for
estimated sales returns and other allowances is generally made and adjusted at a
specific percentage based on historical experience and any known factors that
would significantly affect the allowance, and our management periodically
reviews the adequacy of the percentage used.

(5) Realization of deferred income tax assets

Deferred income tax assets are recognized only to the extent that it is probable
that future taxable profit will be available against which the deductible
temporary differences can be utilized. Assessment of the realization of deferred
income tax assets involves critical accounting judgments and estimates of the
management, including the assumptions of expected future sales revenue
growth rate and profit rate, tax exempt duration, available tax credits, tax
planning, etc. Any variations in global economic environment, industrial
environment, and laws and regulations might cause material adjustments to
deferred income tax assets.
6. CONTENTS OF SIGNIFICANT ACCOUNTS

(1) CASH AND CASH EQUIVALENTS
December 31, 2020 December 31, 2019

Cash on hand $ 17,923 $ 19,419
Dgg:%ra?]geposns and checking 4,990,366 3,696,533
Cash equivalent
Time deposits 4,424,023 3,435,108
Repurchase agreements of bonds 532,373 1,741,530
Total $ 9,964,685 $ 8,892,590
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(A) The bank deposits and bonds interest rate as of December 31, 2020 and
2019 were as follows:

December 31, 2020 December 31, 2019

Demand deposits 0.00196~1.1509% 0.0019%~1.150%
Time deposits 0.350%~2.670% 1.52096~2.950%

Repurchase agreements of bonds 0.24096~0.270%  0.3809% ~2.300%

(B) The Company’s bank time deposit certificates which are three months past
the initial due dates are listed under the item of other financial assets-current.
Please refer to note 6(5).
(2) EINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT
OR LOSS

(A) Financial assets mandatorily measured at FVTPL-current

December 31, 2020 December 31, 2019

Non-derivative financial

instruments
Publicly traded stocks $ 68,654 $ 74,341
Emerging stocks 57,676 18,759
Total $ 126,330 $ 93,100

(B) Financial liabilities mandatorily measured at FVTPL-current

December 31, 2020

Derivative financial instruments

Forward exchange contracts $ 5,827

(a) For the years ended December 31, 2020 and 2019, the main purpose for
the Consolidated Company to engage in forward exchange contracts
transactions is to evade the risk resulting from the fluctuation of
currency exchange rate. However, those derivative assets and liabilities
did not meet the criteria of hedge effectiveness and therefore were not
accounted for by using hedge accounting.

(b) The contracts resulted in net loss of $5,163 thousand in 2020 and net

loss of $5,073 thousand in 2019, respectively.

99



(¢) The undue derivative financial products were as follows:

. Contract Amount
December 31,2020  Currency Maturity (in thousand)
Sell US$/NTS January 4, 2021 to US$ 16,000

January 19, 2021

(C) Mandatorily measured at FVTPL-noncurrent
December 31, 2020 December 31, 2019

Emerging stocks $ 19,328 $ 33,752

(3) NOTES AND ACCOUNTS RECEIVABLE- NET
December 31, 2020 December 31, 2019

Notes receivable $ 148,691 $ 53,824
Accounts receivable 14,205,861 14,814,796
Less: Loss allowance (112,878) (92,726)
Net $ 14,092,983 $ 14,722,070

(A) The Company’s notes receivable are all undue.

(B) The Company does not hold any collateral for its notes receivable and
accounts receivable.

(C) The Company has adopted IFRS No. 15 as of January 1, 2019, with which
the estimated allowance for sales discounts is listed as the refund liabilities.
As of December 31, 2020 and December 31, 2019, the balance of the refund
liabilities were $334,761 thousand and $368,4972 thousand (listed as other
current liabilities), respectively.

(D) The aging analysis of accounts receivable with expected credit losses
were determined as follows:

(@) December 31, 2020
Loss allowance for

Carrying amount of Expected credit lifetime expected

accounts receivable loss rate .
credit losses
Non past due $ 14,051,360 09%6~10% $ 92,652
0L~ [0)

Past due less than 30 106,606 09%~139% 14,082

days
Past due 31-100 days 40,362 09%~10% 250
Past due less than 5096 ~609¢

101-180 days 3341 1702
Past due 181-365 days 4,192 1009% 4,192
Total $ 14,205,861 $ 112,878
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(b) December 31, 2019

Loss allowance for

Carrying amount of Expected credit lifetime expected

accounts receivable loss rate credit losses
Non past due $ 14,675,030 09 ~109% $ 75,406
Pgst due less than 30 116,616 0% ~109% 11,340
ays

Past due 31-100 days 14,564 09%~10% 77
Past due less than 5096 ~609%

101-180 days 5,009 2,326
Past due 181-365 days 3,577 10095 3,577
Total $ 14,814,796 $ 92,726

The above aging schedule was based on the past due date.

(E) Movements of the allowance for doubtful accounts were as follows:
For the Year Ended December 31

2020 2019
Balance, beginning of year $ 92,726 $ 132,598
Provision (Reversal) 19,888 (31,977)
Amount written off — (6,997)
El;fﬁac; ;);‘Sexchange rate 264 (898)
Balance, end of year $ 112,878 $ 92,726

(F) The Company has signed a non recourse accounts receivable factoring
agreement with the financial institution. Based on the factoring agreements,
losses from trade disputes (such as those on sales returns and discounts) are
borne by the Company while losses from credit are borne by the banks.
These accounts receivable met the derecognition criteria for financial assets
had transfer to other receivable.

The accounts receivables meeting the deletion terms have been transferred
to the account of other receivables, as of December 31, 2020 and December

31, 2019, these accounts receivable met the derecognized criteria were as

follows:
December 31, 2020
Purchaser of accounts  Receivables Credit Line Advances Interest Derecognized
receivable sold (in thousand) Received Rate amount

Financial institution $ 2638280 $ 7,547,200 $ 2,380,781 Note $ 2,529,328
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December 31, 2019

Purchaser of accounts  Receivables Credit Line Advances Interest Derecognized
receivable sold (in thousand) Received Rate amount
Financial institution $ 369314 $ 3,177,880 $ 362,374 Note $ 369,314

Note: The interest rate of the withdrawn credit line is as per the agreed interbank interest rate, and

the rate is determined piece by piece.
The above credit lines may be used on a revolving basis.

(4) INVENTORIES

December 31, 2020 December 31, 2019

Raw materials $ 1,627,723 $ 1,186,393
Supplies 406,957 434,748
Work in process 2,476,739 2,388,739
Finished goods 3,350,112 3,498,438
Goods 10,869 12,398
Total $ 7,872,400 $ 7,520,716

(A) As of December 31, 2020 and 2019, the allowance for inventory
devaluation (including normal and idle products) were $1,143,045 thousand
and $1,618,267 thousand, respectively.

(B) The cost of inventories recognized as cost of sales for the years ended

December 31, 2020 and 2019 were as follows:
For the Year Ended December 31

2020 2019

The cost of goods sold $ 50,230,635 $ 46,250,467
Provision for (Reversal of) loss

on inventories (2,743) (106,816)
Loss on scrapped inventories (166,260) 384,888
Income from scrap sales (549,643) (501,945)
Unamortized fixed

manufacturing cost 1,919 150,023
Total $ 49,513,908 $ 46,176,617

(5) OTHER CURRENT FINANCIAL ASSETS
December 31, 2020 December 31, 2019
Non-cash equivalent of time deposits ~ $ 1,983,895 $ 1,518,487
Restricted time deposits 9,900 —
Total $ 1,993,795 $ 1,518,487
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The interest rate interval of the balance sheet date of the financial were as

follows:

Interest rate interval

December 31, 2020 December 31, 2019

0.060%~2.025%

2.2009% ~2.450%

Detail of the other current-financial assets to others as collateral are provided in

Note 8.

(6) EINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER

COMPREHENSIVE INCOME-NONCURRENT

Equity instruments
Foreign unlisted stocks

December 31, 2020 December 31, 2019

$ 19,936

$ 31,179

(7) PROPERTY, PLANT AND EQUIPMENT

For the Year Ended December 31, 2020

Balance,

Effect of

Item Beginning of  Additions Disposals  Reclassifications ~ Exchange Balgp cee,arEnd
year Rate changes y

Cost
Land $ 674929 $ 4219 % - $ - $ — $ 679,148
Buildings and structures 12,577,026 794,317 (30,952) — (818,771) 12,521,620
Machinery and

equipment 32,465,432 3,265,881 (803,877) 14,530 (727,196) 34,214,770
Computer equipment 130,842 9,211 (6,387) — 236 133,902
Testing equipment 2,085,928 313,137 (47,178) — 6,527 2,358,414
Pollution Prevention

equipment 598,082 42,455 (1,573) — — 638,964
Transportation .

equipment 70,179 5,926 (5,436) 327 70,996
Office equipment 168,747 11,212 (4,140) — 245 176,064
Other facilities 7,357,313 670,000 (77,529) — (163,042) 7,786,742
Construction in

progress 1,165,550 1,500,896 (3,420) — 39,170 2,702,196
Total $57,294,028 $ 6,617,254 $ (980,492) $ 14530 $(1,662,504) $61,282,816
Accumulated depreciation and impairment
Buildings and structures $ 6,751,762 $ 719242 $ (19.475) $ — $ (754,563) $ 6,696,966
Machinery and

equipment 17,449,447 2,449,579 (735,135) 14,530 (1,118,170) 18,060,251
Computer equipment 104,815 9,510 (6,169) — 115 108,271
Testing equipment 1,171,367 187,986 (42,678) — 6,206 1,322,881
Pollution Prevention

equipment 401,367 31,309 (1,473) — — 431,203
Transportation -

equipment 47,057 5,786 (2,120) 276 50,999
Office equipment 143,472 6,421 (3,843) — (45) 146,005
Other facilities 5,269,391 529,750 (70,122) — (150,402) 5,578,617
Total 31,338,678 $ 3,939,583 $ (881,015) $ 14530 $(2,016,583) 32,395,193
Net $25,955,350
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For the Year Ended December 31, 2019

Balance,

Effect of

Item Beginning of  Additions Disposals  Reclassifications ~ Exchange Balance, End
year Rate changes of year
Cost
Land $ 674929 $ - $ - $ - $ - $ 674929
Buildings and structures 12,037,569 913,788 (35,799) — (338,532) 12,577,026
Machinery and 32,267,852 2,310,078  (1,308,068) (11,460) (792,970) 32,465,432
equipment
Computer equipment 129,126 9,306 (7,139) — (451) 130,842
Testing equipment 2,060,465 138,456 (96,703) — (16,290) 2,085,928
Pollution Prevention 584,441 22,332 (8,691) — — 598,082
equipment
Transportation 68,712 3,958 (1,654) — (837) 70,179
equipment
Office equipment 173,329 6,918 (7,048) - (4,452) 168,747
Other facilities 7,032,022 598,521 (175,938) 11,460 (108,752) 7,357,313
Construction in 1,609,907 (399,384) — — (44,973) 1,165,550
progress
Total $56,638,352 $ 3,603,973 $(1,641,040) $ —  $(1,307,257) $57,294,028
Accumulated depreciation and impairment
Buildings and structures $ 6,221,737 $ 704,585 $ (28,041) $ — $ (146,519) $ 6,751,762
Machinery and 16,733,685 2,289,948  (1,174,830) (1,691) (397,665) 17,449,447
equipment
Computer equipment 102,144 9,761 (6,820) — (270) 104,815
Testing equipment 1,064,009 206,132 (85,266) — (13,508) 1,171,367
Pollution Prevention 378,626 30,005 (7,264) — — 401,367
equipment
Transportation 42,272 6,847 (1,422) - (640) 47,057
equipment
Office equipment 147,262 6,489 (6,690) — (3,589) 143,472
Other facilities 5,000,652 504,489 (160,314) 1,691 (77,127) 5,269,391
Total 29,690,387 $ 3,758,256 $(1,470,647) $ — $ (639,318) 31,338,678
Net $26,947,965 $25,955,350
(A) The significant part of the Company’s buildings include main plants and
affiliated equipment and the related depreciation is calculated using the
estimated useful lives of 20 to 35 years, and 5 to 30 years, respectively.
(B) The Company mortgaged or pledged property, plant and equipment, see
Note 8.
(8) LEASE

(A) Right-of-use assets

Carrying amounts

December 31, 2020

December 31, 2019

Land
(Including land use right)

Buildings and structures
Machinery and equipment
Transportation equipment
Total

$ 240,559 $ 240,414
211,293 98,766

38,441 73,076

2,311 889

$ 492,604 $ 413,145
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Depreciation of For the Year Ended December 31

right-of-use assets 2020 2019
I(_Iz;l]r(]:(ljluding land use right) $ 10,735 $ 9,395
Buildings and structures 59,320 40,820
Machinery and equipment 42,940 36,524
Transportation equipment 1,654 583
Total $ 114,649 $ 87,322

For the year ended December 31, 2020 and 2019, the addition to right-of-
use assets were $216,204 thousand and $128,725 thousand, respectively.

(B) Lease liabilities

Carrying amounts December 31, 2020  December 31, 2019
Lease liabilities-current $ 65,513 $ 89,999
Lease liabilities-noncurrent 160,184 73,656
Total $ 225,697 $ 163,655

Ranges of discount rate for 1.676% ~ 7.530% 1.676% ~ 7.530%
lease liabilities

(C) Material lease-in activities and terms
The Company leases land for manufactured goods in mainland China with
lease terms of 50 years. Upon signing of the lease the amount has been paid
in full. The Company does not have purchase options to acquire the lease
hold land at the end of the lease terms.

(D) Other lease information
For the Year Ended December 31

Items affecting profit or loss

2020 2019
Interest expense on lease
liabilities $ 7676 % 6,054
Expenses relating to short-
term and low-value assets $ 211,967 $ 151,443

leases

For the year ended December 31, 2020 and 2019, the Company’s cash
outflow for leases were $328,745 thousand and $254,017 thousand,

respectively.
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(9) INTANGIBLE ASSETS

For the Year Ended December 31, 2020

Balance, Effect of

Item Beginning of  Additions Disposals Exchange Balance, End
of year
year Rate changes
Cost
Software and system cost $ 198176 $ 39534 $ (33452) $ 2427 $ 206,685
Accumulated amortization
Software and system cost 92,616 37,345 (33,452) 730 97,239
Net $ 105560 $ 2189 % - 3 1,697 $ 109,446
For the Year Ended December 31, 2019
Balance, Effect of Balance. End
Item Beginning of  Additions Disposals Exchange '
of year
year Rate changes
Cost
Software and system cost $ 196367 $ 54649 $ (49207) $ (3633) $ 198,176
Accumulated amortization
Software and system cost 108,388 34,810 (49,207) (1,375) 92,616
Net $ 87979 $ 19839 $ — $ (2,258) $ 105,560

Amortization for 2020 and 2019 were recognized in operating cost and
operating expenses $17,320 thousand, $20,025 thousand, $13,204 thousand,
$21,606 thousand, respectively.

(10) NOTES PAYABLE AND ACCOUNTS PAYABLE
December 31, 2020 December 31, 2019

Notes payable $ 1,214,638 $ 1,052,068
Account payable 9,599,134 9,194,293
Total $ 10,813,772 $ 10,246,361

(A) The average credit purchase period of payables is 60 to 120 days. The
Company has set up its financial risk management policy, so as to ensure
that all the payables could be liquidated within the agreed credit period.

(B) For the disclosure of the Company’s payables exposing currency and

liquidity risks and other payables, please refer to Note 12.
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(11) OTHER PAYABLES

Machinery and Equipment payable
Employee Bonus payable
Salary and wages payable
Annual bonuses payable
Commissions payable
Processing payable
Maintenance payable
Utilities payable

Interest payable

Employee vacation payable
Freight charge payable
Compensation payable
Other payable

Total

(12) PROVISIONS- CURRENT

December 31, 2020 December 31, 2019

$ 2,017,005 $ 1,397,859
117,751 100,175
943,491 910,611
801,754 453,929

57,596 74,054

808,323 844,086
460,497 439,287

60,737 100,362

11,588 27,661

95,835 87,239

133,963 146,808

98,906 296,891

913,234 787,280

$ 6,520,680 $ 5,666,242

For the Year Ended December 31, 2020

Onerous

Other contracts Total
Balance, beginning of the year $ 235,464 % 17643 $ 253,107
Recognized (Reversed) 49,795 (2,657) 47,138
Effect of exchange rate
changes 1,826 241 2,067
Balance, end of the period $ 287,085 $ 15227  $ 302,312

For the Year Ended December 31, 2019

Onerous
Other contracts Total
Balance, beginning of the year $ 200,331  $ 44517 % 244,848
Recognized (Reversed) 41,600 (26,945) 14,655
Effect of exchange rate
changes (6,494) 98 (6,396)
Balance, end of the period $ 235437  $ 17670 3 253,107

(A) Other liability reserves refer to the estimation of the accrued expenses with

the liability reserve character, which is written off when the expense is

incurred.

(B) The onerous contract loss reserve refers the loss on onerous contracts

recognized due to the fulfillment cost of signed contracts exceeding

expected economic effect. The estimation is written off when a contract is

fulfilled.

(C) Given that the aforesaid reserve was prepared for the short run or for

discount and the impact was not significant, they were not discounted.
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(13) LONG-TERM BORROWINGS

December31, December31,
2020 2019
Creditors Description No. Amount Amount Expiry Date
Secured
Chang Hwa Bank borrowings 1 3 - 3 400,000 09/11/2021
Land Bank of Taiwan " 1 — 400,000 10/12/2021
Mégﬁkl nternational Commercial- ) 1 o 150,000 10/22/2021
Chang Hwa Bank " 1 50,000 — 09/11/2023
Land Bank of Taiwan ” 1 50,000 — 12/11/2023
. . Unsecured

Industrial Bank of Taiwan borrowings 2 52,941 123,529 08/15/2021
Far Eastern International Bank " 3 — 250,000 08/18/2021
Bank of Taiwan " 1 — 500,000 09/06/2021
Bank of Panshin " 4 — 100,000 11/30/2021
E. Sun Bank " 1 — 200,000 05/30/2022
KGI Bank " 5 300,000 300,000 10/04/2022
Bank of Taiwan " 1 50,000 — 06/15/2023
Bank of Panshin " 4 100,000 — 07/31/2023
Taipei Fubon commercial Bank

(Union loan) " 6 4,200,000 4,200,000 06/28/2024
Chang Hwa Bank " 7 150,000 — 05/15/2025
Chang Hwa Bank " 7 200,000 — 06/15/2025
MBegﬁklnternatlonal Commercial- ) 8 75,000 — 06/15/2025
E. Sun Bank " 7 100,000 — 06/15/2025
Bank of Taiwan " 7 250,000 — 06/15/2025
E. Sun Bank " 7 100,000 — 07/15/2025
Far Eastern International Bank " 7 250,000 — 07/15/2025
MBegﬁklnternatlonal Commercial- ) 8 75,000 . 07/15/2025
Land Bank of Taiwan " 7 350,000 — 07/15/2025
Bank of Taiwan " 7 200,000 — 09/15/2025
China Construction Bank (Boluo) " 9 — 163,595 03/21/2021
E. Sun Bank (Dongguan) " 10 — 219,562 05/28/2021
China Construction Bank

(Huizhou) " 9 — 165,747 07/26/2021
E. Sun Bank (Union loan) " 11 — 1,292,830 12/24/2021
HSBC (Dongguan) " 12 — 215,256  03/25/2022
Bank of Taiwan (Guangzhou) " 13 — 86,103  04/29/2022
Hua Nan Commercial Bank

(Shenzhen) " 14 - 38,746  04/29/2022
Chang Hwa commercial Bank

(Dongguan) " 10 69,856 86,103 07/10/2022
China Construction Bank

(Huizhou) " 9 — 256,155 08/08/2022
Chang Hwa commercial Bank

(Dongguan) " 10 34,928 43,0561 08/27/2022
The Export-Import Bank of China " 15 305,619 — 10/26/2022
Bank of Taiwan (Union loan) " 16 2,648,640 2,788,140 08/27/2023
Far Eastern International Bank

(Union loan) " 16 1,224,640 1,289,140 10/18/2023
China Construction Bank

(Huizhou) " 17 281,952 — 11/26/2023
HSBC (Huizhou) " 18 284,800 — 12/22/2023
Bank of Taiwan (Union loan) " 16 1,708,800 1,499,000 12/17/2024
E. Sun Bank (Union loan) " 11 1,440,775 — 03/28/2025
Total $ 14552951 $ 14,766,957
Current $ 321553 % 430,693
Noncurrent $ 14,231,398 $ 14,336,264
Rate 0.450%~3.970% 1.263%~4.988%
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(A) Please refer to Note 8. For property, plant and equipment pledged as

collateral for long-term borrowing.

(B) Explanation:

No.1:

No.2:

No.3:

No.4:

No.5:

No.6:

No.7:

No.8:

No.9:

Three-year term loan, become due once repay, interest to be paid
monthly.

Seven-year term loan, repayable in 17 installments, interest to be paid
monthly.

Three-year one month term loan, become due once repay, interest to
be paid monthly.

Three-year term loan, repayable in 5 installments, interest to be paid
monthly.

Three-year term loan, repayable in 3 installments, interest to be paid
monthly.

Five-year term loan, repayable in 5 installments, interest to be paid
monthly. Also, as agreed, within the loan duration, specific current
ratio, debt ratio and times of interest earned shall be maintained in
accordance with the yearly consolidated financial statements.
Five-year term loan, repayable in 24 installments, interest to be paid
monthly.

Five-year term loan, repayable in 25 installments, interest to be paid
monthly.

Three-year term loan, repayable in 7 installments, interest to be paid

quarterly.

No.10: Three-year term loan, repayable in 6 installments, interest to be paid

monthly.

No.11: Five-year term loan, repayable in 9 installments, interest to be paid

quarterly. Also, as agreed, within the loan duration, specific current
ratio, debt ratio and times of interest earned shall be maintained in

accordance with the yearly consolidated financial statements.
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No.12:

No.13:

No.14:

No.15:

No.16:

No.17:

No.18:

Three-year term loan, repayable in 8 installments, interest to be paid
monthly.

Three-year term loan, repayable in 4 installments, interest to be paid
quarterly.

Three-year term loan, repayable in 6 installments, interest to be paid
quarterly.

Two-year term loan, become due once repay, interest to be paid
quarterly.

Five-year term loan, repayable in 5 installments, interest to be paid
quarterly. Also, as agreed, within the loan duration, specific current
ratio, debt ratio and times of interest earned shall be maintained in
accordance with the yearly consolidated financial statements.
Two-year term loan, repayable in 5 installments, interest to be paid
quarterly.

Three-year term loan, repayable in 9 installments, interest to be paid

monthly.

(14) RETIRED BENEFIT PLANS

(A) Defined contribution plans

The Compeq Company adopted a pension plan according to the Labor

Pension Act (the “LPA”), which is a defined contribution plan. Based on

the LPA, the Corporation makes monthly contributions to employees’

individual pension accounts at 6% of monthly salaries and wages.

Accordingly the Company recognized expenses of $108,738 thousand and

$104,101 thousand in the consolidated statements of comprehensive income

ended December 31, 2020 and 2019, respectively.
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The Company’s mainland subsidiaries have a defined contribution plan
Monthly contributions to an independent fund administered by the
government in accordance with the pension regulations in the People’s
Republic of China (PRC.) are based on certain percentage of employees’
monthly salaries and wages. Other than the monthly contributions, the
Company has no further obligations. The pension costs under defined
contribution pension plans of the Compeq Company for the years ended
December 31, 2020 and 2019 were $232,172 thousand and $321,417
thousand, respectively.
(B) Defined benefit plans
(@) The Compeqg Company adopted the defined benefit plan under the Labor
Standards Law, under which pension benefits are calculated on the basis
of the length of service and average monthly salaries of the six months
before retirement. The company contributed amounts equal to 5% of
total monthly salaries and wages to a pension fund administered by the
pension fund monitoring committee. Pension contributions are deposited
in the Bank of Taiwan in the committee’s name.
Before the end of each year, the Company assesses the balance in the
pension fund. If the amount of the balance in the pension fund is
inadequate to pay retirement benefits for employees who conform to
retirement requirements in the next year, the Company is required to
fund the difference in one appropriation that should be made before the
end of March of the next year. The pension fund is managed by the
Bureau of Labor Funds, Ministry of Labor (the Bureau”); the Company
has no right to influence the investment policy and strategy.
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(b) The pension costs of the defined benefit plans recognized in profit or

loss were as follows:
For the Year Ended December 31

2020 2019

Current service cost $ 12,507 $ 14,615
Net interest on the defined

benefit liabilities 5,243 7419
Recognized in profit or loss 17,750 22,034
Remeasurement:
Expected return on plan assets (32,597) (34,544)
Actuarial loss (gain) arising from 51.400 42588

experience adjustments

Actuarial loss (gain) arising from
changes in demographic 1,202 (682)
assumptions

Actuarial loss (gain) arising from
changes in financial 80,881 45,439
assumptions

Components of defined benefit

cost recognized in other 100,886 52,801
comprehensive income
Total $ 118,636 $ 74,835

The pension costs of the aforementioned defined benefit plans were

recognized in profit or loss by the follows categories:
For the Year Ended December 31

2020 2019
Operating costs $ 13,635 $ 16,977
Selling and marketing expenses 268 322
General and administrative 2,000 2,406
expenses
Research and development 1,847 2.329
expenses
Total $ 17,750 $ 22,034

(c) The amount arising from the defined benefit obligations of the Company

in the consolidated balance sheets were as follows:
December 31, 2020 December 31, 2019

Present value of defined

benefit obligation $ 1,832,436 $ 1,762,277
Fair value of plan assets (1,110,859) (1,037,035)
Net defined benefit liabilities $ 721,577 $ 725,242
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(d) Movements in the present value of the defined benefit obligations were

as follows:
For the Year Ended December 31
2020 2019
Balance, beginning of year $ 1,762,277 $ 1,720,726
Current service cost 12,507 14,615
Interest cost 13,030 16,976
Benefits paid from plan assets (88,861) (77,385)
Defined b_enefl_t obligation 1,698,953 1,674,932
pre-registration
Re-measurement:
Actuarial loss (gain) arising
from experience 51,400 42,588
adjustment
Actuarial loss (gain) arising
from changes in 1,202 (682)

demographic assumptions

Actuarial loss (gain) arising
from changes in financial 80,881 45,439
assumptions

Ending of defined benefit

obligation $ 1,832,436 $ 1,762,277

(e) Movements in the fair value of the plan assets were as follows:
For the Year Ended December 31

2020 2019
Balance, beginning of year $ 1,037,035 $ 953,463
Expected return on plan assets 7,787 9,557
Re-measurement:

Return on plan assets 32,597 34,544
C%r;;rétl’:;;"rns from the 122,301 116,856
Benefits paid from plan assets (88,861) (77,385)
Balance, end of year $ 1,110,859 $ 1,037,035
Actual return of plan assets $ 40,385 $ 44,101

(F) The fair value of the plan assets by major categories at the end of

reporting period were as follows:
December 31, 2020 December 31, 2019

Cash and cash equivalents $ 1,110,859 $ 1,037,035
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(9) The actuarial valuations of the present value of the defined benefit
obligation were carried out by qualified actuaries. The principal

assumptions of the actuarial valuation were as follows:
December 31, 2020 December 31, 2019

Discount rate 0.30% 0.75%
Future salary rate increase 1.00% 1.00%

Through the defined benefit plans under the Labor Standards Law, the

Company is exposed to the following risks:

a. Investment risk: The pension funds are invested in equity and debt
securities, bank deposits, etc. The investment is conducted at the
discretion of the government’s designated authorities or under the
mandated management. However, under the Labor Standards Law, the
rate of return on assets shall not be less than the average interest rate
on a two-year time deposit published by the local banks and the
government is responsible for any shortfall in the event that the rate of
return is less than the required rate of return.

b. Interest risk: A decrease in the government bond interest rate will

increase the present value of the defined benefit obligation; however,
this will be partially offset by an increase in the return on the debt
investments of the plan assets.
Assuming a hypothetical decrease in interest rate at the end of the
reporting period contributed to a decrease of 0.25% in the discount
rate and all other assumptions were held constant, the present value of
the defined benefit obligation would increase by $47,408 thousand
and $47,196 thousand as of December 31, 2020 and 2019,
respectively.

c. Salary risk: The present value of the defined benefit obligation is
calculated by reference to the future salaries of plan participants. As
such, an increase in the salary of the plan participants will increase the

present value of the defined benefit obligation.
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Assuming the expected salary rate increases by 0.25% at the end of
the reporting period and all other assumptions were held constant, the
present value of the defined benefit obligation would increase by
$46,954 thousand and $46,959 thousand as of December 31, 2020 and
2019, respectively.
The sensitivity analysis presented above may not be representative of
the actual change in the defined benefit obligation as it is unlikely that
the change in assumptions would occur in isolation of one another as
some of the assumptions may be correlated.
Furthermore, in presenting the above sensitivity analysis, the present
value of the defined benefit obligation has been calculated using the
projected unit credit method at the end of the reporting period, which is
the same as that applied in calculating the defined benefit obligation
liability recognized in the consolidated balance sheets.

(h) The Company expects to make contributions of $104,517 thousand to
the defined benefit plans in the next year starting from December 31,
2020. The weighted average duration of the defined benefit obligation is
10 years.

(15) EQUITY

(A) Capital stock
December 31, 2020 December 31, 2019
Numbers of shares authorized $ 16,000,000 $ 16,000,000
Shares issued $ 11,918,206 $ 11,918,206

(@) The capital stock represents common stock with 10 dollars par value,
and carry one vote per share and the right to dividends.

(b) The Compeg Company’s authorized capital was $16,000,000 thousand
by Ministry of Economic Affairs, including 100,000 thousand shares
reserved for the conversion of employee’s stock warrants and 308,179
thousand shares of convertible bonds payable, which have not been

issued.
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(B) Capital surplus
December 31, 2020 December 31, 2019

Convertible bonds $ 935,127 $ 935,127
Accrued interest-premium of

convertible bonds 30,609 30,609
Other 94,490 51,162
Total $ 1,060,226 $ 1,016,898

Under the Securities and Exchange Act, capital surplus can only be used to
offset a deficit when reserves are insufficient. However, the capital surplus
from share issued in excess of par (additional paid-in capital from issuance
of common shares, conversion of bonds and treasury stock transactions) and
donations may be capitalized, which however is limited to 10% of the
Company’s paid-in capital and once a year. Under the Company Act newly
revised on January 4, 2012, capital surplus shall be distributed by cash. Also,
the capital surplus from long-term investments may not be used for any
purpose.
(C) Retained earnings
(@) The Compeq Company’s articles of incorporation are as follows:
After the annual accounting settlement, if The Compeq Company has
any earnings left, it shall first use the earnings to cover losses by law,
followed by setting aside 10% of the remaining earnings as the legal
surplus reserve. However, it is not limited to the circumstance where the
legal surplus reserve has already reached the paid-up capital. Then, after
setting aside the legal surplus reserve as required by law or competent
authorities or reversing the special surplus reserve, the balance becomes
the distributable earnings of the prevailing year. The distributable
earnings of the prevailing year along with the undistributed earnings
accumulated in the beginning of the same period are the earnings
available for distribution, which shall be distributed in accordance with

the principle below:
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a. Given that The Compeq Company is in the technology industry and
by considering the needs for reinforcing its corporate financial
structure, fostering its operating earnings and expanding its business
scale, it plans to adopt the residual dividend policy to strength its
growth and sustainable operation.

b. According to the factors in the current and future investment
environment, capital requirements, profitability, local and foreign
competition status and capital budgeting, the board of directors of The
Compeqg Company plans to draft an earnings distribution proposal,
which will be resolved by the board of shareholders. When
distributing earnings, the earnings to be distributed shall come from
those that are available for distribution, and, in principle, the
contribution amount shall be no lower than 10% of the distributable
earnings of the prevailing year.

c. The Compeq Company may distribute its earnings by cash or stock, in
which, in principle, the ratio of cash dividend shall not be lower than
50% of the total dividend amount.

(b) The information about the employee and director’s compensation, please
refer to Note 6(22).

(c) According to the revised Company Law, effective January 2012, the
appropriation for legal capital reserve shall be made until the reserve
equals the Company’s paid-in capital. The reserve may be used to offset
a deficit, or be distributed as dividends in cash or stocks for the portion
in excess of 25% of the paid-in capital if the Company incurs no loss.

(d) Pursuant to existing regulations, The Compeq Company is required to
set aside additional special reserve equivalent to the net debit balance of
the other components of shareholders’ equity items (including exchange
differences on translating foreign operations, unrealized gain [loss] on
available-for-sale financial assets, and the gain or loss on the hedging
instrument relating to the effective portion of a cash flow hedge). For
any subsequent reversal of other net deductions from shareholders’

equity, the amount reversed may be distributed.
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(e) Under Rule No. 1010012865 issued by the FSC on April 6, 2012 on the
first-time adoption of Taiwan-IFRSs, the Compeq Company should
appropriate to a special reserve an amount that is the same as these of
unrealized revaluation increment and cumulative translation differences
(gains) transferred to retained earnings as a result of the Compeq
Company’s use of exemptions under IFRS 1. However, at the date of
transition to Taiwan-1FRSs, if the increase in retained earnings that
resulted from all Taiwan-IFRSs adjustments is not sufficient for this
appropriation, only the increase in retained earnings that resulted from
all Taiwan-IFRSs adjustments will be appropriated to special reserve.
This special reserve may be reversed in proportion to the usage, disposal
or reclassification of the related assets and thereafter distributed. The
Copmeqg Company without appropriated the special reserve because the
unrealized revaluation increment and cumulative translation differences
(gains) transferred to retained earnings were both recognize $0 thousand.

(f) The Compeq appropriations of earnings for 2020 had been proposed in
the meeting of Board of Directors held on March 11, 2021. The

appropriations and dividends per share were as follow:

Appropriation of Dividends per
Earnings Share (NT$)
Legal reserve $ 456,399
Cash dividends 1,787,731 $1.50
Total $ 2,244,130

The appropriations of earnings, profit sharing to employees and bonus to
members of the Board of Directors for 2020 are to be presented for

approval in the Compeq’s shareholders’ meeting to be held on June 10,

2021 (expected).
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(g) The Compeq Company’s earning allocation for the previous year of
2019 and 2018, were approved in the regular meeting of shareholders on
June 18, 2020 and on June 13, 2019, respectively. The actual allocation
of employees’ bonus and remuneration to director auditors is the same
as the proposed allocation passed by the board of directors. The

appropriations and dividends per share were as follows:

For Fiscal Year 2019 For Fiscal Year 2018
Appropriation of Dividends per Appropriation of Dividends per
Earnings Share (NT$) Earnings Share (NT$)
Legal reserve $ 382,242 $ 239,973
Cash dividends 1,430,185 $1.20 953,456 $0.80
Total $ 1,812,427 $ 1,193,429

(D) Other equity items
For the Year Ended December 31, 2020

Exchange

differences on Unrealized gain

; (loss) on
translation of financial assets at Total
foreign FVTOCI
operations
Balance, beginning of year $ (421011) $ 39 $  (420,972)
Exchange differences on
translation of foreign 254,374 — 254,374
operations
Exchange differences on
translation of foreign (50,875) — (50,875)

operations income tax
Unrealized gain (loss) on financial
assets at fair value through — (11,243) (11,243)
other comprehensive income
Unrealized gain (loss) on financial
assets at fair value through

other comprehensive income N 2,249 2,249
tax
Balance, end of year $ (217512)  $ (8,955) % (226,467)
For the Year Ended December 31, 2019
Exchange . .
differences on Unrgzl;g)egr?am
translation of financial assets at Total
foreign FVTOCI
operations
Balance, beginning of year $ 143,110 $ — $ 143,110
Exchange differences on
translation of foreign (705,152) — (705,152)
operations
Exchange differences on
translation of foreign 141,031 — 141,031

operations income tax

Unrealized gain (loss) on financial
assets at fair value through — 49 49
other comprehensive income

Unrealized gain (loss) on financial

assets at fair value through .
other comprehensive income (10) (10)
tax

Balance, end of year $ (421,011) % 39 % (420,972)
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(16) EARNINGS PER SHARE

Basic EPS

Diluted EPS

EPS is computed as follows:

(A) Basic earnings per share

Net income for the period
attributable to owners of the
Corporation

Weighted average number of
ordinary shares outstanding
(in thousand shares)

Basic EPS

(B) Diluted earnings per share

Net income for the period
attributable to owners of the
Corporation

Weighted average number of
ordinary shares outstanding
(in thousand shares)

Assqme_d convers_ion of _aII
dilutive potential ordinary
shares

Employees’ remuneration
(in thousand shares)

Weighted average number of
dilutive ordinary shares
outstanding (in thousand
shares)

Diluted EPS

For the Year Ended December 31

2020 2019

$ 3.91 $ 3.21

$ 3.90 $ 3.19

For the Year Ended December 31

2020 2019

$ 4,664,701 $ 3,822,418

1,191,821 1,191,821

$ 3.91 $ 3.21

For the Year Ended December 31

2020 2019

$ 4,664,701 $ 3,822,418

1,191,821 1,191,821
4,652 4,772
1,196,473 1,196,593

$ 3.90 $ 3.19
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(17) OPERATING REVENUES

The analysis of the Company operating revenues was as follows:
For the Year Ended December 31

2020 2019
Taiwan $ 1,381,436 $ 877,328
United States 1,045,249 574,695
Asia 57,829,132 54,539,790
Europe 210,270 115,260
Other 50,842 67,816
Total $ 60,516,929 $ 56,174,889

(18) OTHER INCOME

For the Year Ended December 31

2020 2019
Rent income $ 229 $ 229
Other income, other 275,389 371,621
Total $ 275,618 $ 371,850

(19) OTHER GAINS AND LOSSES

For the Year Ended December 31

2020 2019

Gl on dipos T OIOBEN. PN (g0 s (153529
Foreign exchange gains (losses) (324,382) (184,428)
Gains on financial assets (liabilities)

at fair value through profit or (5,163) (5,073)

losses
Onerous contracts (losses) 2,657 26,972
Miscellaneous disbursements (11,787) (336,220)
Total $ (431,039) ¢ (652,274)

(20) EINANCE COSTS

For the Year Ended December 31

2020 2019
Interest expense $ 346,175 $ 484,664
Interest on lease liabilities 7,676 6,054
Procedural expense 29,886 21,117
Less: interest capitalized (30,989) (42,358)
Total $ 352,748 $ 469,477
Capitalization rates 1.44496~4.212%  1.65495~4.802%
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(21) INCOME TAX

(A) Income tax recognized in profit or loss

(@) Income tax expense consisted of the following:
For the Year Ended December 31

2020 2019

Current income tax expense

Current tax expense
recognized in the current  $ 1,242,058 $ 1,231,337
year

Additional 10% tax on

undistributed earnings 77,339 59,114
Adjustments for prior year’s
income tax 801 (5,949)
Income tax credits (95,868) —
Other income tax
adjustments (89,475) a
1,134,855 1,284,502
Deferred income tax expense
(benefit)
The origination and reversal
of temporary difference 434,551 459,887
Effect of tax change 18,238 —
452,789 459,887

Income tax expense $

recognized in profit or loss 1,587,644  $ 1,744,389

(b) A reconciliation of income before income tax and income tax expense

recognized in profit or loss was as follows:
For the Year Ended December 31

2020 2019

Tax calculated base on profit
before tax and statutory tax ~ $ 1,670,981 $ 1,720,936
rate
Tax effect of adjusting items:
Nondeductible (deductible
items in determining (430,443) (470,004)
taxable income
Additional income tax on

undistributed earnings 77,339 59,114
The origination and reversal

of temporary difference 434,551 459,867
Income Basic Tax 1,520 1,851
Income tax credits (95,868) (21,446)
Adjustments for prior year’s

income tax 801 (5,949)
Other income tax adjustments (89,475) —
Effect of tax change 18,238 —
Income tax expense $ 1587644 $ 1,744,389

recognized in profit or loss
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The tax rates of the subsidiaries in China are 25% and 15%. As for other
areas, the tax shall be calculated according to the rates applicable in
respective areas.

Given that the earnings distribution will not be finalized until the 2020
shareholders’ meeting is held, the potential income tax effect of
imposition income tax on the 2019 undistributed earnings has yet to be
reliably determined.

(B) Current tax assets and liabilities

December 31, 2020 December 31, 2019

Current tax assets

Tax refund receivable $ 302 $ —

Current tax liabilities

Income tax payable $ 629,294 $ 777,298

(C) Income tax expense (benefit) recognized in other comprehensive income

For the Year Ended December 31

2020 2019

Current year

Exchange differences on
translation of foreign $ 50,875 $ (141,031)
operations

Unrealized gain (loss) on
financial assets at fair value
through other
comprehensive income

(2,249) 10

Remeasurement of defined

benefit obligation (20,177) (10,560)

Income tax expense (benefit)
recognized in the components of $ 28,449 $ (151,581)
other comprehensive income
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(D) Deferred income tax balance
(@) The analysis of deferred income tax in the consolidated Balance Sheets

was as follows:
For the Year Ended December 31, 2020

Recognized in

Balance, Recognized Other Effect of
Beginning in Profit Comprehensive  Exchange Rate Balance,
of year or Loss Income changes End of year
Temporary difference
Accounts receivable  $ 83,329 $ (5,501) % — $ 79 $ 77,907
Inventories 361,305 (140,241) — 1,898 222,962
Property, plant and 117 (117) B B B

equipment

Financial liabilities at
fair value through — 1,165 — — 1,165
profit or loss

Other payables 100,500 (18,350) — 1,094 83,244

Provisions 42,723 10,206 — 274 53.203

Net defined benefit 148,975 (22,836) 20,177 - 146,316
liabilities

Other current 49,770 44,607 - 427 94,804
liabilities

Unrealized loss on 24,034 (18,128) B B 5.906

exchange

Exchange differences
on translation of 105,253 — (50,875) — 54,378
foreign operations

Investments in equity

instruments at — - — 2,239 — 2,239
FVTOCI

Others — 7,485 — 18,521 26,006

Deferred tax assets $ 916,006 $  (141,710) $  (28,459) $ 22,293 $ 768,130

Temporary difference

Investment gain $ 2,255,548 $ 359,522 $ — $ 30,750 $ 2,645,820
Property, plant and 63,821 55,540 - 1,917 121,278
equipment
Compensation income 12,550 (12,543) — — 7
Investment in equity
instruments at 10 - (10) - -
FVTOCI
Others 6,978 — — (349) 6,629
Deferred tax liabilities ~ $ 2,338,907 $ 402,519 $ (100 $ 32,318 $ 2,773,734
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For the Year Ended December 31, 2019

Recognized in

Balance, Recognized Other Effect of
Beginning in Profit Comprehensive  Exchange Rate Balance,
of year or Loss Income changes End of year
Temporary difference
Accounts receivable  $ 94551 % (10,998) $ - $ (224) $ 83,329
Inventories 368,082 504 — (7,281) 361,305
Property, plant and 128 (11) _ _ 117
equipment
Other payables 131,620 (30,007) — (1,113) 100,500
Provisions 32,024 11,805 — (1,106) 42,723
Net defined benefit 157,380 (18,965) 10,560 - 148,975
liabilities
Other current 35,432 14,768 - (430) 49,770
liabilities
Unrealized loss on 1.850 22,184 B B 24,034

exchange

Exchange differences
on translation of — — 105,253 — 105,253
foreign operations

Deferred tax assets $ 821,067 $ (10,720) $ 115813 % (10,154) $ 916,006

Temporary difference
Investment gain $ 1,806,395 $ 449153 $ — $ — $ 2,255,548

Exchange difference
on translation of 35,778 — (35,778) — —
foreign operations

Property, plant and

. 2,091 65,561 — (3,831) 63,821
equipment
Compensation income 27,558 (15,008) — — 12,550
Investment in equity
instruments at — — 10 — 10
FVTOCI
Others — 7,097 — (119) 6,978

Deferred tax liabilites ~ $ 1,871,822  $ 506,803 $ (35,768) $ (3,950) $ 2,338,907

(b) Items for which no deferred tax assets have been recognized

December 31, 2020 December 31, 2019

Deductible temporary

] $ 30,357 $ 40,357
differences

125



(c) The reduction in income tax expenses of the year about the laws and

decrees, items, income tax credits and expiry date of unused income tax

credits were as follows: None.

(d) Loss carryforwards as of December 31, 2020 comprise of the Compeq

Company and the Company’s subsidiary in China were as follows: None.

(E) Income tax assessments

The Compeq Company’s income tax and subsidiaries Hua Nian Investment

Ltd it’s income tax were returns through 2018 have been assessed by the tax

authorities.

(22) THE PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENSES

OF THE COMPANY
For the Year Ended For the Year Ended
December 31, 2020 December 31, 2019
Classified o) sified Classified o). sified
as : as .
. as operating Total . as operating Total
operating operating
expenses expenses
cost cost
Personnel expenses $7,979,535 $1,602,597 $9,582,132 $7,797,572 $1,362,921 $9,160,493
Direct labor 4,020,155 - 4,020,155 3,971,005 - 3,971,005
Payroll expense 2,797,559 1,418,468 4,216,027 2,597,178 1,169,686 3,766,864
Insurance expense 301,160 67,239 368,399 309,014 69,303 378,317
Pension 305,268 53,392 358,660 386,131 61,421 447,552
Others 555,393 63,498 618,891 534,244 57,111 591,355
Depreciation 3,999,424 54,808 4,054,232 3,797,410 48,168 3,845,578
Amortization 19,296 20,020 39,316 14,723 21,614 36,337

(A) According to the articles of the Compeq Company, if the Compeq Company

has any profit in its comprehensive income statement of the prevailing year,

2% of the aforesaid profit shall be contributed for the employee

compensation. The aforesaid profit refers to the benefit earned before

deducting employee compensation from before-tax net profit. However, in

case that the Compeg Company has any accumulated loss, it shall reserve

an amount to cover the loss before contributing the amount for employee

compensation according to the aforesaid ratio.
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The preceding employee compensation can be distributed by either stock or
cash, which shall be adopted by a majority of the directors of the Compeq
Company present at the meeting attended by more than two-thirds of the
entire body of directors and reported to the board of shareholders before
implementation.

(B) The estimate of the Compeq Company’s employee compensation for 2020
and 2019 was $116,820 thousand and $98,789 thousand respectively.
According to the profit status as of the prevailing period, the aforesaid
estimates were listed as operating cost and operating expenses pursuant to
the articles of incorporation. Any change in the annual financial statements
after its publication day shall be processed according to the accounting
estimate change, in which the change amount shall be adjusted and recorded
in the following year.

(C) The Compeq Company’s profit sharing bonus to employees in the amounts
of $98,789 thousand and $70,982 thousand in cash for 2019 and 2018,
respectively, had been approved by the shareholders in its meetings held on
June 18, 2020 and June 13, 2019, respectively. There was no difference
between the actual amounts of employees’ compensation and the amounts
recognized in the consolidated financial statements for the years ended
December 31, 2019 and 2018 respectively.

(D) The information about the appropriations of The Compeq Company’s profit
sharing bonus to employees and compensation to directors is available at
the Market Observation Post System website.

7. RELATED PARTY TRANSACTIONS

Intercompany balances and transactions between The Compeq Company and its
subsidiaries, which are related parties of The Compeq Company, have been
eliminated upon consolidation; therefore those items are not disclosed in this note.
The compensation to directors and other key management personnel were as

follows:
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For the Year Ended December 31

2020 2019
Short-term employee benefits $ 94,001 $ 80,936
Post-employment benefits 9,984 —
Total $ 103,985 $ 80,936

The compensation to directors and other key management personnel were
determined by the Compensation Committee of The Compeq Company in
accordance with the individual performance and the market trends.

8. PLEDGED ASSETS

Book Value
Items Purpose December 31, December 31,
2020 2019
Restricted time deposits (Shown Performance bond $ 9,900 $ —
as other current financial assets)
Property, plant and equipment Long-term borrowings 976,030 1,044,598

9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNIZED

COMMITMENTS.
1)

December 31, 2020 December 31, 2019

NT 32,143 thousand  NT 10,122 thousand
US$ 34,845 thousand ~ US$ 12,483 thousand
JP¥ 836,304 thousand JP¥ 545,638 thousand
EURE 2,229 thousand EURE 368 thousand

The balance of the
Company’s LC
amounts

(2) Unrecognized capital expenditure of the contracts have been signed for

the purchase of equipment were as follows:
December 31, 2020 December 31, 2019

NT 790,672 thousand NT 357,354 thousand

Payable on equipment -\ 934,431 thousand  CNYY 337,006 thousand

10. SUBSEQUENT LOSSES: None.

11. SUBSEQUENT EVENTS: None.
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12. OTHER
(1) CAPITAL MANAGEMENT

The Company plans its working capital (including R&D expenses and debt
liquidation, etc.) required for the future in accordance with the characteristics
currently existing in its industry and its future development status while it also
considers the changes in the external environment, so as to ensure its
sustainable operations. In so doing, the Company will be able to concurrently
protect the interests of its shareholders and other related parties, maintain the
optimal capital structure, and elevate the stockholder value. As a whole, the
Company adopts a prudent risk management strategy.

(2) EINANCIAL INSTRUMENTS

(A) Categories of financial instruments

December 31, 2020 December 31, 2019
Book value Fair value Book value Fair value
Financial assets
Amortized cost
Cash and cash equivalents $ 9,964,685 $ 9,964,685 $ 8,892590 $ 8,892,590
Notes and accounts receivables 14,241,674 14,241,674 14,775,894 14,775,894
Other receivables 607,566 607,566 254,221 254,221
Other current financial assets 1,993,795 1,993,795 1,518,487 1,518,487
Refundable deposits (including current) 32,885 32,885 30,210 30,210
F”;?Q;'f;ffgitss at fair value through 145,658 145,658 126,852 126,852
Total $ 27,006,199 $ 27,006,199 $ 25,629,433 $ 25,629,433
Financial liabilities
Amortized cost
Notes and accounts payable $ 10,813,772 $ 10,813,772 $ 10,246,361 $ 10,246,361
Other payables 6,520,680 6,520,680 5,666,242 5,666,242

Long-term borrowings (including

. 14,552,951 14,552,951 14,766,957 14,766,957
current portion)

Guarantee deposits (including current) 64,555 64,555 58,970 58,970
Financial Ilak_Jllltles at fair value 5,827 5,827
through profit or loss

Total $ 31,957,785 $ 31,957,785 $ 30,738,530 $ 30,738,530
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(B) Financial risk management objectives

The currency risk, interest rate risk, credit risk and liquidity risk related to

management and operation activities are the target of the Company’s

financial risk management. The Company has devoted its efforts to

recognizing, assessing and hedging market uncertainty in an attempt to

reduce the potential adverse influence of market change on the Company’s

financial performance.

The Company’s major financial activities have all been re-checked by its

board of directors in accordance with the related regulations and internal

control system. During the financial plan execution period, the Company

has to strictly follow the financial operation procedures related to overall

financial risk management and accrual basis.

(C) Market risk

The Company is exposed to the market risks arising from changes in

foreign exchange rates, interest rates and the prices in equity investments,

and utilizes some derivative financial instruments to reduce the related

risks.

(a) Foreign currency risk
Most of the Company’s operating activities and investment in foreign
are denominated in foreign currencies. Consequently, the Company is
exposed to foreign currency risk. To protect against reductions in value
and the volatility of future cash flows caused by changes in foreign
exchange rates, the Company utilizes derivative shore-term borrowing
and financial instruments, including currency forward contracts and
cross currency swaps, to hedge its currency exposure. These
instruments help to reduce, but do not eliminate, the impact of foreign
currency exchange rate movements.
The maturity of the derivative financial instruments engaged by the
Company is all less than six months, which does not meet the terms for

accounting hedge.
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For the sensitivity analysis of the foreign currency risk, the calculation
IS made according to the foreign currency items listed at the financial
reporting closing date. When the NT dollar appreciates or depreciates
1% against a foreign currency, the Company’s net profit or loss in 2020
and 2019 will increase or decrease by $6,453 thousand and $37,340
thousand respectively.
(b) Interest rate risk
Interest rate risk refers the risk caused by the change in the fair value of
financial instruments as a result of change of the market interest rate.
The Company’s interest rate risk mainly comes from its mid and long
term loans and the floating of the interest rates for the income
investments with a fixed or floating interest rate
Regarding the sensitivity analysis of the interest rate risk, the
calculation is made according to the amount of the bank loan and the
floating interest rate at the final day of the financial report period, and a
quarter’s effect is assumed to be held. If the interest rate increased or
decreased by 1%, the Company’s profit or loss as of December 31,
2020 and December 31, 2019 would increase or decrease $(435)
thousand and $(791) thousand respectively.
(D) Credit risk management
Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in financial loss to the Company. The
Company is exposed to credit risk from operating activities, primarily
trade receivables, and from financing activities, primarily deposits, fixed-
income investments and other financial instruments with banks. Credit risk
is managed separately for business related and financial related exposures.
(a) Business related credit risk
In order to maintain its quality of accounts receivable, the Company

has set up its operation related credit risk management procedure.
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The individual customer risk assessment covers the factors of an
individual customer’s financial status and credit rating agency’s ratings,
the Company’s internal credit ratings and historical transaction records
and current economic status, etc. which may affect customer’s solvency
capacity. In addition, the Company will also use some credit
enhancement instruments, such as purchase prepayment and credit
insurance, etc., at an appropriate time to reduce the credit risk of some
specific customers.
As of December 31, 2020 and 2019, the Company’s ten largest
customers accounted for 67% and 65% of notes and accounts
receivable, respectively. The Company believes the concentration of
credit risk is insignificant for the remaining accounts receivable.

(b) Financial credit risk
The credit risk of bank deposits, fixed income investments and other
financial instruments is measured and monitored by the Company’s
financial department. The Company’s transaction counterparts and
contract performance parties are the financial institutions with good
credit, and the Company has diversified its risk by dealing with
multiple financial institutions, so there shall be no significant credit
risk caused by too much concentration on some financial institutions
and no significant doubt about contract performance. As such, the
Company shall have no material credit risk.

(E) Liquidity risk management

The purpose of the Company’s management of liquidity risk is to maintain

the cash and cash equivalents, high liquidity securities and enough bank

financing facilities required for business operations, so as to ensure

sufficiency of the Company’s financial flexibility.

(@) The table below summarizes the maturity profile of the Company’s
financial liabilities based on contractual undiscounted payments,

including principles and interests.
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December 31, 2020

Less Than
1 year 2-3 year 4-5 year Over 6 years Total
Non-derivative
financial liabilities
Notes and $ 10813772 $ - $ - $ — $ 10,813,772
accounts
payable
Other payable 6,520,680 — — — 6,520,680
Lease liabilities 90,866 62,131 29,713 83,394 266,104
Long-term 321,553 6,814,685 7,416,713 — 14,552,951
borrowings
Guarantee 64,555 - — - 64,555
deposits
Total $ 17811426 $ 6876816 $ 7446426 @ $ 83394 $ 32,218,062
December 31, 2019
Less Than 2-3 year 4-5 year Over 6 years Total
1 year
Non-derivative
financial liabilities
Notes and $ 10,246,361  $ — $ — $ — $ 10,246,361
accounts
payable
Other payable 5,666,242 — — — 5,666,242
Lease liabilities 90,207 66,748 6,044 9,327 172,326
Long-term 430,693 5,666,526 8,669,738 — 14,766,957
borrowings
Guarantee 58,970 — — — 58,970
deposits
Total $ 16,492473 $ 57733274 $ 8675782 $ 9,327 $ 30,910,856

(b) Bank credit limit
December 31, 2020 December 31, 2019

Secured bank general

credit limit

Total $ 850,000 $ 1,350,000
Unsecured bank general

credit limit

Total $ 24,200,622 $ 23,833,371

(3) FAIR VALUE OF FINANCIAL INSTRUMENTS

(A) Fair value of financial instruments carried at amortized cost
Except as detailed in the following table, the Company considers that the
carrying amounts of financial assets and financial liabilities carried at
amortized cost recognized in the consolidated financial statements

approximate their fair values.
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(B) Valuation techniques and assumptions used in fair value measurement
The fair values of financial assets and financial liabilities are determined as
follows:

(a) The fair values of financial assets and financial liabilities with standard
terms and conditions and traded on active liquid markets are
determined with reference to quoted market prices (includes interest
rate futures contracts, publicly traded stocks, money market funds,
government bonds, agency bonds and corporate bonds).

(b) Forward exchange contracts is measured using quoted forward
exchange rates.

(c) The fair values of other financial assets and financial liabilities are
determined in accordance with generally accepted pricing models
based on discounted cash flow analysis.

(C) Fair value measurements recognized in the consolidated balance sheets
The following table provides an analysis of financial instruments that are
measured subsequent to initial recognition at fair value, grouped into
Levels 1 to 3 based on the degree to which the fair value is observable:

(a) Level 1 fair value measurements are those derived from quoted prices
(unadjusted) in active markets for identical assets or liabilities; active
market refers to the market meeting the terms below: the products
traded in the market are in homogeneity; buyers and sellers with
trading intention are available in the market and the price information
IS open to the public.

(b) Level 2 fair value measurements are those derived from inputs other
than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived
from prices); and

(c) Level 3 fair value measurements are those derived from valuation
techniques that include inputs for the asset or liability that are not based

on observable market data (unobservable inputs).
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(D) Financial assets and liabilities measured at fair value on a recurring basis

(E)

(F)

The following table presents the Company’s financial assets and liabilities

measured at fair value on a recurring basis:

Financial assets at fair
valve through profit or
loss

Publicly traded
stocks

Emerging stocks

Financial assets at fair
valve through other
comprehensive income

Foreign unlisted stocks
Total

Financial assets at fair
valve through profit or
loss

Publicly traded
stocks

Emerging stocks

Financial assets at fair
valve through other
comprehensive income

Foreign unlisted stocks
Total

December 31, 2020

Level 1 Level 2 Level 3 Total
$ 68,654 $ — $ — $ 68,654
— 77,004 — 77,004
— — 19,936 19,936

$ 68654 $ 77004 $ 19936 $ 165594

December 31, 2019

Level 1 Level 2 Level 3 Total
$ 74,341 $ — $ — $ 74,341
— 52,511 — 52,511
— — 31,179 31,179

$ 74341 $ 52511 $ 31179 $ 158,031

Level 1 fair value measurement item applies a market offer as the fair

value input value, with breakdown as follows:

Item

Market quoted

Stock of Listed (OTC) companies Close price

Level 2 fair value measurement item applies the observable input values of

recent transaction price and offer data of GreTai Securities Market, to

serve as the foundation of evaluating fair values.

(G) For assets and liabilities held as of December 31, 2020 and 2019 that are

measured at fair value on a recurring basis, there were no transfers

between Level 1 and Level 2 of the fair value hierarchy.

135



(H) Reconciliation of Level 3 fair value measurements of financial assets
For the Year Ended December 31

2020 2019
Balance, beginning of year $ 31,179 $ —
Additions — 31,130
CR;;%%z:lzeen(iii\?eoit::(:me (11,243) 49
Balance, end of year $ 19,936 $ 31,179

(I) The Company valuation process for the fair value measurement with in the
third-level was conducted by the company department for independent fair
value verification of financial instruments. Using independent date to bring
evaluation results closer to market conditions, and regularly update the
input values required by the evaluation model and any adjustments should
be made in order to ensure the rationality of the valuation presented.

(J) Level 3 fair value measurement is based on the market approach values.
The company takes great caution in the selection of valuation models and
valuation parameters for the key, non-observable values. Therefore, the
measurement of fair values should be reasonable. The use of different
valuation models or valuation parameters may result in different numbers.
For example, If the evaluation parameter's share price net multiplier
increases, the market liquidity discount decreases, and the weighted
average capital cost discount rate decreases, the fair value of the
investment will be increased.

(4) SIGNIFICANT ASSETS AND LIABILITIES DENOMINATED IN

FOREIGN CURRENCIES

(A) The following information was summarized according to the foreign
currencies other than the functional currency of the Company. The
exchange rates disclosed were used to translate the foreign currencies into
the functional currency. The significant financial assets and liabilities

denominated in foreign currencies were as follows:

136



Financial assets
Monetary items
usD
JPY
CNY
SGD
Financial liabilities

December 31, 2020

Foreign

Monetary items
usD
EUR
JPY
HKD

Financial assets
Monetary items
usD
EUR
JPY
CNY
Financial liabilities
Monetary items
usD
EUR
JPY
HKD

Note: The functional currency of some of the consolidated entities is not the
NT dollar, so this factor shall be taken into account in disclosure. For
instance, when a subsidiary’s functional currency is the RMB, its US
dollar foreign currency position shall be the factor required to be taken

into consideration.

Exchange Book Value
currencies
(In thousands) Rare (NTD)
$ 346,575 28.48 $ 9,870,447
2,705,474 0.2763 747,523
90,576 4.377 396,450
54 21.56 1,160
375,599 28.48 10,697,071
1,344 35.02 47,062
3,269,696 0.2763 903,417
3,744 3.673 13,751
December 31, 2019
Foreign
currencies Exg{g?gge Bo(ol\lf_l_\ga)lue
(In thousands)
$ 470,044 29.98 $ 14,091,906
5 33.59 164
1,001,138 0.276 276,314
233 4.305 1,004
340,792 29.98 10,216,954
101 33.59 3,399
1,359,521 0.276 375,228
10,708 3.849 41,217
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(2) Since the Company has numerous categories of foreign currency transactions,

there is no way for it to disclose the details according to respective major

currencies. As such, the information on exchange gain or loss of currency

items is disclosed in a way of summarization. For the Company’s exchange

gains and losses, the realized loss were $523,678 thousand and unrealized gain

were $199,296 thousand in 2020, whereas the realized gain was $33,441

thousand and unrealized loss was $217,869 thousand in 2019, respectively.

13. ADDITIONAL DISCLOSURES

The following are additional disclosures for the Company and its affiliates as

required by the R.O.C. Securities and Futures Bureau:

(1) Information on significant transactions:

A. Financing provided to others: None;

B.
C.

Endorsements/guarantees provided: Please see Table 1 attached;
Marketable securities held (excluding investment in subsidiaries, associates

and joint controlled entities): Please see Table 2 attached,

. Marketable securities acquired and disposed at costs or prices at least

NT$300 million or 20% of the paid-in capital: None;

. Acquisition of individual real estate at costs of at least NT $300 million or

20% of the paid-in capital: None;
Disposal of individual real estate at prices of at least NT$300 million or

20% of the paid-in capital: None;

. Total purchases from or sales to related parties amounting to at least

NT$100 million or 20% of the paid-in capital: Please see Table 3 attached:;

. Receivables from related parties amounting to at least NT$100 million or

20% of the paid-in capital: Please see Table 4 attached;

. Trading in derivative instruments: Please see Note 6(2) and Note 12(2)

attached,
Intercompany relationships and significant intercompany transactions:

Please see Table 5 to Table 5-8 attached;
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(2) Information on investees:

A. Significant transactions information: Please see Table 1 to Table 4 and Table
7 attached;

B. Names, locations, and related information of investees over which The
Company exercises significant influence: Please see Table 6 attached;

(3) Information on investment in Mainland China

A.The name of the investee in Mainland China, the main businesses and
products, its issued capital, method of investment, information on inflow or
outflow of capital, percentage of ownership, income (losses) of the investee,
share of profits/losses of investee, ending balance, amount received as
dividends from the investee, and the limitation on investee: Please see Table
7 attached.

B. Significant direct or indirect transactions with the investee, its prices and
terms of payment, unrealized gain or loss, and other related information
which is helpful to understand the impact of investment in Mainland China
on financial reports: Please see Table 1 to Table 4 and Table 5 to Table 5-6
attached.

(4) Information of major shareholder: No shareholders hold more than 5% shares.
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TABLE 1

ENDORSEMENTS / GUARANTEES PROVIDED

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Guaranteed Party Limits on Ratio of . Guarantee
Endorsement / . Amount of Accumulated Maximum Gua'rantee Guarantee | Provided to
Endorsement / Maximum Balance . Amount Actually |Endorsement/ Endorsement / Provided by . S
No. Nature of | Guarantee Amount . Ending Balance . Endorsement / Provided by | Subsidiaries
Guarantee X . . for the Period (US$ . Draw (US$ in Guarantee Guarantee Amount Parent . . R
(Note 1) . Name Relationship | Provided to Each . (US$ in Thousands) . Guarantee to Net A Subsidiary | in Mainland
Provider in Thousands) Thousands) Collateralized . Allowable Company R
(Note 2) Guaranteed Party by Properties Equity per Latest (Note 5) (Note 6) (Note 6) China
(Note 4) Financial Statements (Note 6)
0 Compeq HUATON 2 $ 17,487,942 |$ 99,680 |$ 99,680 |$ - None — $ 34,975,885 Y - -
Manufacturing |HOLDINGS us$ 3,500 [US$ 3,500 [US$ —
Co., Ltd. LIMITED
0 Compeq PELICAN COVE 2 $ 17,487,942 |$ 5,724,480 |$ 5,724,480 |$ 1,544,186 None 20% $ 34,975,885 Y - -
Manufacturing |INVESTMENT US$ 201,000 |US$ 201,000 |US$ 54,220
Co., Ltd. LTD.
0 |Compeq Compeq 2 $ 17,487,942 |$ 1,936,640 |$ 1,594,880 |$ 1,472,103 None 5% $ 34,975,885 Y — Y
Manufacturing |Manufacturing us$ 68,000 |US$ 56,000 |[US$ 51,689
Co., Ltd. (Huizhou) Co.,
Ltd.
0 |Compeq Compeq 2 $ 17,487,942 |$ 142,400 |$ 142,400 |$ — None — $ 34,975,885 Y — Y
Manufacturing |Manufacturing us$ 5,000 |US$ 5,000 [US$ —
Co., Ltd. (Suzhou) Co.,
Ltd.
0 Compeq Compeq 2 $ 17,487,942 |$ 5,909,600 |$ 3,916,600 |$ 3,651,734 None 13% $ 34,975,885 Y - Y
Manufacturing | Technology USs$ 207,500 [US$ 137,500 |US$ 128,221
Co., Ltd. (Huizhou) Co.,
Ltd.
0 |Compeq Compeq 2 $ 17,487,942 |$% 4,272,000 |$ 4,272,000 |$ 2,648,640 None 159% $ 34,975,885 Y — Y
Manufacturing |Manufacturing US$ 150,000 |US$ 150,000 |US$ 93,000
Co., Ltd. (Chongging) Co.,
Ltd.
0 |Compeq Huabo 2 $ 17,487,942 |$ 284,800 |$ 284,800 |$ — None 1% $ 34,975,885 Y — Y
Manufacturing | Technology us$ 10,000 |US$ 10,000 |US$ —
Co., Ltd. (Huizhou) Co.,
Ltd.
1 Compeq Compeq 4 $ 4,720,463 |$ 2,164,480 |$ 2,164,480 |$ 588,368 None 7% $ 7,867,438 - — Y
Manufacturing |Technology US$ 165,747 |US$ 76,000 |US$ 76,000 |US$ 20,659 US$ 276,244
(Huizhou) Co., |(Huizhou) Co.,
Ltd. Ltd.
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Note 1:

Note 2:

Note 3:
Note 4:

Note 5:

Note 6:

The Company and its subsidiaries are coded as follows:

1. The Company is coded “0”.

2. The subsidiaries are coded consecutively beginning from 1 in the order presented in the table above.

According to the “Guidelines Governing the Preparation of Financial Reports by Securities Issuers” issued by the R.O.C. Securities and Futures Bureau, receiving parties should be disclosed as

one of the following:

1. A company with which it does business.

2. A company in which the public company directly and indirectly holds more than 50% of the voting shares.

3. A company that directly and indirectly holds more than 50 % of the voting shares in the public company.

4. A company in which the public company holds, directly or indirectly, 90% or more of the voting shares.

5. A company that fulfills its contractual obligations by providing mutual endorsements/guarantees for another company in the same industry or for joint builders for purposes of undertaking a
construction project.

6. A company that all capital contributing shareholders make endorsements/ guarantees for their jointly invested company in proportion to their shareholding percentages.

7. Companies in the same industry provide among themselves joint and several security for a performance guarantee of a sales contract for pre-construction homes pursuant to the Consumer
Protection Act for each other.

The calculation method and the ceiling amount shall be indicated. If there are contingent losses recognized in financial statements, the recognized amounts shall be indicated.

10% of the net value shown in its latest financial statement. However, for any single enterprise where the Company directly or indirectly holds more than 90% of its voting shares, the amount

shall not exceed 60% of the net value shown in the Company’s latest financial statement. The amount for a single enterprise shall not exceed 20% of the net value shown in the Company and its

subsidiaries’ latest financial statement. Nevertheless, if the Company directly or indirectly holds more than 90% of the single enterprise’s voting shares, the amount shall be no more than 70% of

the net value shown in the Company’s latest financial statement. 10% of the net value shown in its latest financial statement of Compeq Manufacturing (Huizhou) Co., Ltd, if the Company

directly or indirectly holds more than 90% of the single enterprise’s voting shares, the amount shall be no more than 60% of the net value shown in the Company’s latest financial statement.

One and one-fifth times as much as the net value shown in the Company’s latest financial statement; one and a half times as much as the net value shown in the Company and its subsidiaries’

latest financial statement. Two time as much as the net value shown in the Compeq Manufacturing (Huizhou) Co., Ltd.’s latest financial statement.

Under the circumstance where the TSE or OTC listed parent company endorses or guarantees its subsidiaries, the subsidiary endorses or guarantees its TSE or OTC listed parent company or the

endorsement and guarantee is made in mainland China, “Y” shall be filled in.
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TABLE 2
MARKETABLE SECURITIES HELD

Amounts in Thousands of New Taiwan Dollars.

. Relationship Financial December 31, 2020
Held Company Marketable Securities . Percentage
with the Statement . . . Note
Name Type and Name Shares/Units Carrying Value of Fair Value
Company Account .
Ownership
Stock
Hua Nian GLOBAL TEK FABRICATION CO., None Financial assets at 357,677 | $ 20,745 0.53% $ 20,745
Investment Ltd. |LTD. fair value through

profit or loss-

current
Nuvoton Technology Corporation " ” 245,000 11,625 0.07% 11,625
ITEQ CORPORATION ” ” 58,000 8,004 0.02% 8,004
SUN MAX TECH LIMITED " " 110,000 6,776 0.38% 6,776
Elite Material Co., Ltd. " ” 27,000 4,239 0.019% 4,239
Hotron Precision Electronic Industrial " " 251,000 14,483 0.30% 14,483
Co., Ltd.
Auras Technology Co., Ltd. " " 13,000 2,782 0.01% 2,782
Mutual-Tek industries Co., Ltd. " " 1,291,319 13,598 1.57% 13,598
WinWay Technology Co., Ltd. " ” 83,000 33,563 0.25% 33,563
Lian Hong Art Co., Ltd. ” " 128,000 10,515 0.38% 10,515
Tiger air Taiwan Co., Ltd. " Financial assets at 800,000 19,328 0.29% 19,328

fair value through

profit or loss-

noncurrent
Auto Sys Co., Ltd. " Financial assets at 2,000,000 19,936 6.50% 19,936

fair value through

other

comprehensive

income-noncurrent

Note: Excluding subsidiaries.
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TABLE 3

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES OF AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Company Name

Related Party

Nature of

Transaction Details

Details of non-arm’s length
transaction

Notes and Accounts receivable
(payable)

Amount (Foreign

Percentage of

Ending Balance

Percentage of

Note

Relation ships Purschases/ Currencies in | total purchases Payment Unit Price Payment Terms (Foreign total receivables
ales Thousands) (sales) Terms Currencies in (payable
Thousands) payable)

Compeq PELICAN COVE Subsidiary Purchases | $ 857,598 49% 60~90  |The purchase Similar to those | $ — — 2
Manufacturing INVESTMENT days price are similar |price from other
Co., Ltd. LTD. to those price  [supplies

from other

supplies
Compeq Compeq Subsidiary Purchases 1,282,388 5% 60~90 |The purchase Similar to those 22,289 — 1
Manufacturing Manufacturing days price are similar |price from other 2
Co., Ltd. (Suzhou) Co., Ltd. to those price supplies

from other

supplies
Compeq Hong Kong Subsidiary Purchases 8,478,962 35% 60~90 |The purchase Similar to those 866,888 17% 2
Manufacturing Compeq Huizhou days price are similar |price from other
Co., Ltd. Trading Company to those price  [supplies

Limited from other

supplies
Compeq Hong Kong Huaton |  Subsidiary Purchases 8,057,194 33% 60~90 |The purchase Similar to those 2,296,263 459% 2
Manufacturing Holdings Trading days price are similar |price from other
Co., Ltd. Company Limited to those price supplies

from other

supplies
Compeq Compeq Subsidiary Sales 1,236,070 3% 60~90 |The selling Similar to those 239,083 3% 1
Manufacturing Manufacturing days prices were price from other 2
Co., Ltd. (Huizhou) Co., Ltd. based on the supplies

mutual

agreement
Compeq Compeq Subsidiary Sales 353,051 19% 60~90 |The selling Similar to those — — 1
Manufacturing Manufacturing days prices were price from other 2
Co., Ltd. (Suzhou) Co., Ltd. based on the supplies

mutual

agreement
PELICAN COVE [Compeq Subsidiary Purchases | US$ 13,984 519 60~90 |The selling Similar to those | US$ — - 1
INVESTMENT  |Manufacturing days prices were price from other 2
LTD. (Huizhou) Co., Ltd. based on the supplies

mutual

agreement
PELICAN COVE [Compeq Subsidiary Purchases | US$ 11,375 42% 90~120 [The selling Similar to those | US$ — — 1
INVESTMENT  |Manufacturing days prices were price from other 2
LTD. based on the supplies

(Chongging) Co.,
Ltd.

mutual
agreement
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TABLE 3-1

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES OF AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Transaction Details

Details of non-arm’s length

Notes and Accounts receivable

transaction (payable)
Nature of - Ending Balance
Company Name Related Party - : Amount (Foreign | Percentage of p Percentage of | Note
Relation ships Purscana;:es/ Currencies in | total purchases P%mgt Unit Price  |Payment Terms c (Foreign total receivables
Thousands) (sales) urrencies in (payable)
Thousands)
Compeq Compeq Subsidiary Purchases | US$ 23,036 7% 90~120 |The selling Similar to Us$ 4,082 3% 1
Manufacturing Technology days prices were those price 2
(Huizhou) Co., Ltd. |(Huizhou) Co., Ltd. based onthe  |from other
mutual supplies
agreement
Compeq Compeq Subsidiary Purchases | US$ 130,813 49% 90~120 |The selling Similar to USs$ 41,957 35% 1
Manufacturing Manufacturing days prices were those price 2
(Huizhou) Co., Ltd. |(Chongging) Co., based onthe  |from other
Ltd. mutual supplies
agreement
Compeq Compeq Subsidiary Sales uss 54,053 10% 90~120 |The selling Similar to us$ — — 1
Manufacturing Technology days prices were those price 2
(Huizhou) Co., Ltd. |(Huizhou) Co., Ltd. based onthe  |from other
mutual supplies
agreement
Compeq Hong Kong Huaton | Subsidiary Sales US$ 138,870 259% 60~90  [The selling Similar to USs$ 38,169 33% 2
Manufacturing Holdings Trading days prices were those price
(Huizhou) Co., Ltd. |Company Limited based onthe  |from other
mutual supplies
agreement
Compeq Hong Kong Subsidiary Sales US$ 55,612 429% 60~90 |The selling Similar to USs$ 28,204 76% 1
Manufacturing Compeq Huizhou days prices were those price 2
(Suzhou) Co., Ltd. |Trading Company based onthe  |from other
Limited mutual supplies
agreement
Compeq Hong Kong Subsidiary Sales US$ 629,017 79% 60~90  |The selling Similar to US$ 158,282 809% 2
Technology Compeq Huizhou days prices were those price
(Huizhou) Co., Ltd. | Trading Company based onthe  |from other
Limited mutual supplies
agreement
Compeq Hong Kong Huaton |  Subsidiary Sales US$ 128,953 47% 90~120 |The selling Similar to USs$ 55,689 57% 2
Manufacturing Holdings Trading days prices were those price
(Chongging) Co., |Company Limited based onthe  |from other
Ltd. mutual supplies
agreement

Note 1: As agreed by both parties, the settlement of accounts receivables and accounts payable was finalized in accordance with the net amount at the end of the period.
Note 2: The related parties have been eliminated upon consolidation.

Note 3: The calculation was made according to the ratio of the net amount of respective account titles prior to consolidation.
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TABLE 4

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Nature of Ending Balance Turnover Overdue receivables Amounts Received Allowance
Company Name Related Party Relationships (Foi;ellgr?ogggrr]%r;()nes rate Amount Action Taken in Sggrsi%%uent fclsrelggd

Compeq Manufacturing [Compeq Manufacturing|  Subsidiary $ 239,083 3.70 None None $ 130,995 —
Co., Ltd. (Huizhou) Co., Ltd. (Note 1)
PELICAN COVE Compeq Manufacturing|  Subsidiary $ 5,959 (Note 2) None None $ — —
INVESTMENT LTD. |(Huizhou) Co., Ltd. (Note 1)
PELICAN COVE Compeq Technology Subsidiary $ 15,005 (Note 2) None None $ 5,854 —
INVESTMENT LTD. |(Huizhou) Co., Ltd. (Note 1)
PELICAN COVE Compeq Manufacturing|  Subsidiary US$ 8,749 (Note 2) None None US$ 8,749 —
INVESTMENT LTD. |[(Chongging) Co., Ltd. (Note 1)
Compeq Manufacturing |Compeq Technology Subsidiary Uss$ 3,874 (Note 2) None None US$ 3,874 —
(Huizhou) Co., Ltd. (Huizhou) Co., Ltd. (Note 1)
Compeg Manufacturing |Hong Kong Huaton Subsidiary Us$ 38,169 7.28 None None US$ 38,169 —
(Huizhou) Co., Ltd. Holdings Trading Co., (Note 1)

Ltd.
Compeg Manufacturing {Hong Kong Compeq Subsidiary USs$ 28,204 3.43 None None US$ 28,204 —
(Suzhou) Co., Ltd. Huizhou Trading Co., (Note 1)

Ltd.
Compeq Technology  |Compeq Manufacturing|  Subsidiary US$ 8,575 2.90 None None US$ 6,231 —
(Huizhou) Co., Ltd. (Huizhou) Co., Ltd. (Note 1)
Compeq Technology  [Hong Kong Compeq Subsidiary Uss$ 158,282 5.14 None None us$ 158,282 —
(Huizhou) Co., Ltd. Huizhou Trading Co., (Note 1)

Ltd.
Compeq Manufacturing |[Compeq Manufacturing|  Subsidiary Uss$ 41,957 2.64 None None us$ 21,442 —
(Chongging) Co., Ltd. |(Huizhou) Co., Ltd. (Note 1)
Compeg Manufacturing |Hong Kong Huaton Subsidiary US$ 55,689 4.63 None None US$ 24,619 —
(Chongging) Co., Ltd. |Holdings Trading Co., (Note 1)

Ltd.
Hong Kong Compeq  |Compeq Manufacturing | Parent company | US$ 30,438 6.38 None None US$ 30,438 —
Huizhou Trading Co., |Co., Ltd. (Note 1)
Ltd.
Hong Kong Huaton Compeq Manufacturing | Parent company | US$ 80,627 6.80 None None US$ 64,717 —
Holdings Trading Co., |Co., Ltd. (Note 1)
Ltd.

Note 1 : The related parties have been eliminated upon consolidation.

None 2 : The ending balance is primarily consisted of other receivables, which is not applicable for the calculation of turnover days.
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TABLE 5

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS

For the Year Ended December 31, 2020

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Intercompany Transactions
No. c N Counter Part RNIa?_”e (;]f Percentage of
ompany Name ounter Party elationship .
(Note 1) . . Consolidated Net
Financial Statements Item Amount Term
(Note 2) nanct S ! rms Revenue or Total
Assets (Note 3)
ompeq Manufacturing ompeq Manufacturing (Huizhou et sales ,236, e price finalized by botl 6
0 C Manuf i C Manuf ing (Huizh 1 N | 1,236,070 |The price finalized by both 2%
Co., Ltd. Co., Ltd. buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Premium income 110,676 |Half year closing, 60-90 days —
Accounts receivable 239,083  |The price finalized by both —
buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Other receivables 49,489 " —
Purchases 141 ” —
Compeq Manufacturing (Suzhou) Co., 1 Net sales 353,051 " 1%
Ltd. Other receivables 175 ” —
Purchases 1,282,388 " 2%
Compensation losses 351 ” —
Accounts payable 22,289 " —
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TABLE 5-1
INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
For the Year Ended December 31, 2020

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Intercompany Transactions
No Natl_Jre of Perce_ntage of
(Note 1) Company Name Counter Party Re(lst(;?en;f)np Financial Statements Item Amount Terms ggczg:;g%tf (.jl.(')\g}
Assets (Note 3)
0 Compeq Manufacturing  |Compeq Technology (Huizhou) Co., 1 Net sales $ 15,948  |The price finalized by both —
Co., Ltd. Ltd. buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Premium income 55,725  |Half year closing, 60-90 days —
Other non-operation income 2,528 |The price finalized by both —
buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Purchases 2,608 " —
Accounts receivable 4,805 ” -
Other receivables 1,975 ” —
Compeq Manufacturing (Chongging) 1 Net sales 3,593 " —
Co., Ltd. Premium income 194,064  |Half year closing, 60-90 days —
Accounts receivable 42,937  |The price finalized by both —
buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Other receivables 87,643 ” —
Purchases 2,906 ” —
PELICAN COVE INVESTMENT 1 sales of fixed assets 26,640 |The price finalized by both —
LTD. buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Other non-operation income 20,126  |The price finalized by both —
buyer and seller is equivalent
to that offered by other firms,
and the credit period is 30-60
days.
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TABLE 5-2
INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
For the Year Ended December 31, 2020

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Intercompany Transactions
No Nature of Percentage of
(Note 1) Company Name Counter Party Re(lﬁt(;?engr)up Financial Statements Item Amount Terms gg\r}gﬁ”gfﬂﬁg}
Assets (Note 3)
0 Compeq Manufacturing  [PELICAN COVE INVESTMENT 1 Other receivables $ 5,056 |The price finalized by both —
Co., Ltd. LTD. buyer and seller is equivalent
to that offered by other firms,
and the credit period is 30-90
days.
Purchases of fixed assets 498 |120-360 days —
Purchases 857,598  [The price finalized by both 1%
buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Hong Kong Compeq Huizhou Compensation income 13,674 " —
Trading Company Limited
Other non-operation income 15,914 ” -
Other receivables 32,257 ” —
1 Purchases 8,478,962 " 14%
Accounts payable 866,888 ” 1%
Hong Kong Huaton Holdings 1 Compensation income 66,795 [The price finalized by both —
Trading Company Limited buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Other non-operation income 26,974 ” —
Other receivables 42,168 ” —
Purchases 8,057,194 " 13%
Accounts payable 2,296,263 ” 13%
2 Compeq Manufacturing  [Compeq Technology (Huizhou) Co., 3 Sales of fixed assets $ 890,022  [The price finalized by both 1%
(Huizhou) Co., Ltd. Ltd. US$ 30,247  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 90-120
days.
Net sales $ 154,542 ” —
uUss$ 5,227
Other operation income $ 1,457,965 " 2%
Us$ 48,825
Rental income $ 125,658 —
uUss$ 4,246
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TABLE 5-3
INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
For the Year Ended December 31, 2020

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Intercompany Transactions
No Natl_Jre of Perce_ntage of
(Note 1) Company Name Counter Party Re(lst(;?en;f)np Financial Statements Item Amount Terms ggczg:;g%tf (.jl.(')\g}
Assets (Note 3)
2 Compeq Manufacturing  |Compeq Technology (Huizhou) Co., 3 Other non-operation income | $ 30,669 |The price finalized by both 2%
(Huizhou) Co., Ltd. Ltd. us$ 1,053 |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 90-120
days.
Other receivables $ 110,331 ” —
us$ 3,874
Purchases $ 678,560 ” 1%
USs$ 23,036
Commissioned processing | $ 247,245 " —
feet US$ 8,238
Accounts payable $ 116,258 " -
USs$ 4,082
Compeq Manufacturing (Suzhou) Co., 3 Net sales $ 37,272 |The price finalized by both —
Ltd. USs$ 1,252  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Accounts receivable $ 7,187 ” —
Us$ 252
Compeq Manufacturing (Chongging) 3 Net sales $ 129 |The price finalized by both —
Co., Ltd. US$ 4 |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Purchases of fixed assets $ 45,418 ” —
us$ 1,529
Purchases $ 3,877,097  |The price finalized by both 6%
us$ 130,813  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 90-120
days.
Accounts payable $ 1,194,935 " 2%
US$ 41,957
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TABLE 5-4
INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
For the Year Ended December 31, 2020

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Intercompany Transactions
No Nature of Percentage of
(Note 1) Company Name Counter Party Re(lﬁt(;?engglp Financial Statements Item Amount Terms ggczgugegfgrgg}
Assets (Note 3)
2 Compeq Manufacturing |PELICAN COVE INVESTMENT 3 Sales of fixed assets $ 486  |The price finalized by both —
(Huizhou) Co., Ltd. LTD. US$ 16 |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Net sales $ 421,662 " 1%
us$ 13,984
Purchases of fixed assets | $ 836,700 [120-360 days 1%
us$ 28,067
Other payables $ 169,707  |The price finalized by both —
us$ 5,959  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days, Equipment 120-360
days.
Hong Kong Compeq Huizhou 3 Net sales $ 1,083  |The price finalized by both —
Trading Company Limited us$ 36  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Accounts Receivables $ 202 " —
US$ 7
Other payables $ 17 " —
US$ 1
Hong Kong Huaton Holdings Trading 3 Net sales $ 4,075,360 " 7%
Company Limited US$ 138,870
Accounts Receivables $ 1,087,049 ” 2%
US$ 38,169
Other receivables $ 1,698 " —
us$ 60
Compensation losses $ 39,158 ” —
us$ 1,318
Provision-current $ 9,338 ” —
Us$ 328
Huabo Technology (Huizhou) Co., 3 Other payables $ 3,420 " —
Ltd. USs$ 120
3 Compeq Manufacturing |PELICAN COVE INVESTMENT 3 Purchases of fixed assets | $ 9,088 |120-360 days —
(Suzhou) Co., Ltd. LTD. uUss$ 307
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TABLE 5-5
INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
For the Year Ended December 31, 2020

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Intercompany Transactions
No. Nature Of_ Percentage of
(Note 1) Company Name Counter Party Relationship ) ) Consolidated Net
(Note 2) Financial Statements Item Amount Terms
Revenue or Total
Assets (Note 3)
3 Compeq Manufacturing  |Compeq Technology (Huizhou) Co., 3 Net sales $ 23,404  |The price finalized by both —
(Suzhou) Co., Ltd. Ltd. us$ 797  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 90-120
days.
Other operation income $ 14,064 ” —
us$ 479
Accounts receivables $ 4,408 ” —
us$ 155
Purchases $ 33,682  |The price finalized by both —
us$ 1,146  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Other payables $ 54 " —
us$ 2
Compeq Manufacturing (Chongging) 3 Purchases $ 598  [The price finalized by both —
Co., Ltd. US$ 20  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 90-120
days.
Accounts payable $ 197 " —
US$ 7

151




TABLE 5-6

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS

For the Year Ended December 31, 2020

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Intercompany Transactions

No. Natl.Jre of Percentage of
(Note 1) Company Name Counter Party Relationship Financial Statements ltem Amount Terms Consolidated Net
(Note 2) Revenue or Total
Assets (Note 3)
3 Compeq Manufacturing  |Hong Kong Compeq Huizhou 3 Net sales $ 1,625,447  |The price finalized by both 3%
(Suzhou) Co., Ltd. Trading Company Limited us$ 55,612  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Accounts receivables $ 803,243 " 1%
USs$ 28,204
Compensation losses $ 102 " —
US$ 3
4 Compeq Technology PELICAN COVE INVESTMENT 3 Net sales $ 61,358 |The price finalized by both —
(Huizhou) Co., Ltd. LTD. us$ 2,034  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Other non-operation income | $ 579 " —
US$ 19
Purchases of fixed assets | $ 843,470 |120-360 days 1%
US$ 28,350
Income from scrap sales $ 814  |The price finalized by both —
US$ 27  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Other payables $ 427,335 |The price finalized by both 1%
us$ 15,005 |buyer and seller is equivalent

to that offered by other firms,
and the credit period is 60-90
days, Equipment 120-360
days
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TABLE 5-7
INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
For the Year Ended December 31, 2020

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Intercompany Transactions
Nature of Percentage of
No. Company Name Counter Party Relationship Consolidated Net
(Note 1) Financial Statements Item Amount Terms
(Note 2) Revenue or Total
Assets (Note 3)
4 Compeq Technology Compeq Manufacturing (Chongging) 3 Purchases $ 1,451  |The price finalized by both —
(Huizhou) Co., Ltd. Co., Ltd. us$ 49  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 90-120
days.
Accounts payable $ 1,687 " -
USs$ 59
Hong Kong Compeq Huizhou 3 Net sales $ 18,520,854  |The price finalized by both 31%
Trading Company Limited us$ 629,017  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Accounts receivables $ 4,507,858 ” 7%
us$ 158,282
Compensation losses $ 26,340 " —
US$ 904
Provision-current $ 30,427 " —
us$ 1,068
Huabo Technology (Huizhou) Co., 3 Other payables $ 11,528 " —
Ltd. us$ 405
5 Compeq Manufacturing [PELICAN COVE INVESTMENT 3 Net sales $ 343,075  |The price finalized by both 1%
(Chongging) Co., Ltd. LTD. uUss$ 11,375  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 90-120
days.
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TABLE 5-8

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS

For the Year Ended December 31, 2020

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Intercompany Transactions

No Nature of Percentage of
(Note 1) Company Name Counter Party Re(lﬁt(;?engglp Financial Statements Item Amount Terms ggczgugegfgrgg}
Assets (Note 3)
5 Compeq Manufacturing |PELICAN COVE INVESTMENT 3 Purchase of fixed assets $ 498,978  |120-360 days —
(Chongging) Co., Ltd. LTD. Uss$ 16,998
Purchases of intangible $ 12,875 |The price finalized by both —
assets USs 434  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Rent expense $ 865 -
us$ 30
Other payables $ 249,184  |The price finalized by both -
us$ 8,749  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days, Equipment 120-360
days.
Hong Kong Huaton Holdings Trading 3 Net sales $ 3,795,586 |The price finalized by both 6%
Company Limited us$ 128,953  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 90-120
days.
Accounts receivables $ 1,586,010 ” 2%
US$ 55,689
Compensation losses $ 29,643  |The price finalized by both —
US$ 977  |buyer and seller is equivalent
to that offered by other firms,
and the credit period is 60-90
days.
Provision-current $ 14,027 ” —
USs$ 493

Note 1: The Compeq Company and its subsidiaries are coded as follows:

1. The Compeq Company is coded “0”.

2. The subsidiaries are coded consecutively beginning from “1” in the order presented in the table above.

Note 2: Transactions are categorized as follows:

1. The holding company to subsidiary.
2. Subsidiary to holding company.
3. Subsidiary to subsidiary.

Note 3: The percentage with respect to the consolidated asset/liability for transactions of balance sheet items are based on each item’s balance at period-end. For profit or loss items,

c

umulative balances are used as basis.

154




TABLE 6

NAMES, LOCATIONS AND RELATED INFORMATION OF INVESTEES OVER WHICH THE COMPANY EXERCISES SIGNIFICANT INFLUENCE

(EXCLUDING INFORMATION OF INVESTMENT MAINLAND CHINA)

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Main Businesses and

Original Investment

Balance as of December 31, 2020

December 31,

December 31,

Net Income
(Losses) of the

Shares of
Profits/Losses of

Investor Company|  Investee Company Location Products 2020 (Foreign | 2019 (Foreign Srares Perct;rf]tage Ce(llr:r:ri:ig r\]liii:]ue Investee (I_Zore_:ign Investee (l_zore.:ign Notes
Currencies in | Currencies in ownershi Thousgnds) Currencies in Currencies in
Thousands) Thousands) P Thousands) Thousands)
Compeq HUATON HOLDINGS BVI Investment $ 3,771,004 | $ 3,771,004 240,886,000 | 100.00% | $ 21,592,751 | $ 2,631,866 | $ 2,602,317 Subsidiary
Manufacturing |LIMITED (Indirectly Uss$ 89,109 (Note 1,2)
Co., Ltd. investment in
Mainland China)
PELICAN COVE SAMOA Trading 559,685 559,685 17,700,000 | 100.00% 639,175 | $ 83,898 | $ 83,898 Subsidiary
INVESTMENT LTD. us$ 2,872 (Note 2)
Hua Nian Investment TAIWAN General investing 150,000 150,000 20,000,000 | 100.00% 172,752 | $ (24,404) | $ (24,404) Subsidiary
Ltd. (Note 2)
LITON HOLDINGS BVI Investment 168,250 168,250 100,000 | 100.00% 1481 | $ 117) | $ (117) Subsidiary
LIMITED (Indirectly us$ (4) (Note 2)
investment in
Mainland China)
HUATON Hong Kong Huaton Hong Kong  |Trading $ 8,544 — — | 100.00% | $ 29,951 | $ 24,742 (Note 3) Subsidiary
HOLDINGS Holdings Trading USss$ 300 Us$ 1,052 | US$ 752
LIMITED Company Limited
Compeq Hong Kong Compeq Hong Kong  |Trading $ 7612 | $ 7,612 — | 100.00% | $ 126,913 | $ 102,851 (Note 3) Subsidiary
Technology Huizhou Trading USs$ 267 | US$ 267 US$ 4,456 | US$ 3,491

(Huizhou) Co.,
Ltd.

Company Limited

Note 1: The investment profits and losses recognized in the current period include the recognition and deletion of realized and unrealized profits and losses.
Note 2: The related parties have been eliminated upon consolidation.
Note 3: The current period profit and loss of the investee company were already included in the investment company’s income statement, so they are not separately presented.

Note 4: The current period profit and loss of the investee company and the investment profit and loss recognized in the current period by the investee company are converted in accordance with the average exchange rate, while

other profits and losses are converted according to the exchange rate at the end of the period.
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TABLE 7

INFORMATION ON INVESTMENT IN MAINLAND CHINA

1. Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands
Total Amount Accumulated Investment Flows Aocﬁltjf%%aé?d _ CarryinLc]; Accumulated
Main of paid-in Outflow of Invesiment Net income Shares of Amount (US$ Inward
Investee Businesses Capital Method of Investment from Taiwan as (loss) of Percentage of rofits/Losses | N Thousands) | Remittance of
Company and products (Foreign | Investment | January 1, Outflow Inflow of December investee Ownership P (Note 2) |8 of December| Earnings as of
p Currencies in 2020 (US$ in 31, 2020 (US$ company 31, 2020 (US$ | December 31,
Thousands) Thousands) in 'Thousands) in Thousands) 2020
Compeq PCB . $ 4550,670] (Notel) [$ 1,424,000 — — $ 1424000[% 419,990 100% $ 419990 $ 7,869,262 —
Manufacturing |manufacturing | CNY$ US$ 50,000 US$ 50,000 CNY$ 98,386 US$ 14,283 | US$ 276,308
(LI;ngzhou) Co., |and sales 1,042,301
Corﬁpeq ] PCB ] $ 398,938] (Note2) |93 313,280 — — $ 313,280 § 42,618 1009 $ 42,618 $ 1,041,202 —
Manufacturing |manufacturing | CNY$ 91,374 US$ 11,000 US$ 11,000| CNY$ 10,070 US$  1,427|US$ 36,559
(Lsigzhou)Co., and sales
Corhpeq PCB ] $ 4764959 (Notel) [$ 1,367,040 — — $ 1,367,040( % 439,429 10094 $ 439,4291% 7,490,921 —
Technology manufacturing | CNY US$ 48,000 US$ 48,000 | CNY$102,313 US$ 14,948| US$ 259,921
(LHéuzhou§Co., and sales 1,091,383
td.
Compeq PCB ] $ 2,324,405] (Note 1) — — — — $ 1,735,656 1009 $ 1735656(% 7,200918|% 1,612,179
Manufacturing [manufacturing | CNY$532,390 CNY$406,123 US$ 58,726 | US$ 252,841| US$ 52,018
E:Cholr_l%]mg) and sales
0., Lid.
Huabo Electronic $ 1,265,000 (Note 3) — — — — $ 430 10094 $ 4301$ 1,338,606 —
Technology ~ |manufacturing | CNY$289,740 CNY$ 99 Uss$ 15| US$ 47,002
(HmzhougCo., ~ Outsourcing
Ltd. Brocessmg .
lant lease ~
Property
management ~
Equipment
leasing and
electronic
technology
management
and technical
consulting
Accumulated Investment in Mainland China | Investment Amounts Authorized bx Investment Upper Limit on Investment (US$ in
as of December 31, 2020 (US$ in Thousands) Commission, MOEA (US$ in Thousands) Thousands)
$ 3,505,603 [US$ 123,090] $ 10,165,964 [US$ 346,951] $§ — (Noteb)

Note 1: Indirectly investment in Mainland China through the HUATON HOLDINGS LIMITED registered in a third region.

Note 2: Originally indirectly investment in Mainland China through the HUATON HOLDINGS LIMITED registered in a third region. In April 2020, investment in Mainland Company through an

investment company in mainland China.
Note 3: Investment in Mainland Company through an investment company in Mainland China. . ) )
Note 4: The investment income (loss) recognized in current period adopted the financial statement certificated by the CPA of the parent company in Taiwan.
Note 5: Initial investment amounts denominated in foreign currencies are translated into New Taiwan Dollars using the spot rates at the financial report date. (US$1:NT$28.48, US$1:NT$28.82,

CNY$1:NT$4.3574, CNY$1:NT$4.3288) ) ) ) ) )
Note 6: The Company already received the letter of corporate operation headquarters establishment issued by Industrial Development Bureau, MOEA, and the approval period has been from March 17,

2020 to March 16, 2023. It could be exempt from the restriction on investment amounts or ratios.
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The Company invested Investment Amounts Investment Amounts Indirectly Investment in Mainland China
resolution Approved Number Authorized Amounts Investment outflow Purpose
HUATON HOLDINGS . Indirectly investment Compeq
LIMITED 1995/09/29-(84)-84015347 | US$ 20,000,000 |US$ 20,000,000 |US$ 20,000,000 Manufacturing (Huizhou) Co.. Ltd.
” 1997/07/14-(86)-86721040 | US$ 30,000,000 |US$ 30,000,000 |US$ 30,000,000 "
R Indirectly investment PEWC (Guangzhou)
” 1997/09/18-(86)-86736526 | US$ 5,400,000 | US$ 5,400,000 | US$ 5,400,000 Co., Ltd. and achieved 45% stake.
" 2001/07/27-(90)-90022765 | US$ 5,400,000 | US$ 3,390,000 | US$ 1,890,000 "
i _ Reduce investment PEWC (Guangzhou) Co.,
" 2004/02/13-093003687 | US$  (1,920,000) | US$ US$  (1,296,000) Ltd. and achieved 8% stake.
Indirectly investment Compeq
" 2004/04/23-093010705 | US$ 2,900,000 |US$ 2,900,000 |US$ 2,900,000 Manufacturing (Suzhou) Co., Ltd. (Note 1)
y 2004/06/23-093015571 |US$ 9500000 |US$ 9500000 |US$ 9,500,000 |ndirectly investment Compeq Technology
(Huizhou) Co., Ltd.
) Indirectly investment Compeq
" 2005/02/23-094001762 uss$ 4,100,000 | US$ 4,100,000 | US$ 4,100,000 Manufacturing (Suzhou) Co., Ltd. (Note 1)
y 2006/03/31-09500069340 | US$ 8,500,000 |US$ 8500000 |US$ 8500000 |ndirectly investment Compeq Technology
(Huizhou) Co., Ltd.
Indirectly investment Compeq
” 2006/03/31-09500069390 | US$ 7,000,000 | US$ 4,000,000 | US$ 4,000,000 Manufacturing (Suzhou) Co.. Ltd. (Note 1)
» 2011/03/25-10000119020 | US$  (3,000,000) | US$ — |uss _|Reduce investment Compeq Manufacturing
B (Suzhou) Co., Ltd. (Note 1)
) _|Directly investment Compeq Manufacturing
" 2006/07/20-09500220150 | US$ 290,000 | US$ 290,000 | US$ (Suzhou) Co., Ltd. (Note 1)
" 2006/12/27-09500445960 | US$ 1,000,000 | US$ 210,000 | US$ 210,000 |Indirectly investment Veceration Co., Ltd.
” 2009/07/24-09800263470 | US$ (790,000) | US$ — | US$ — |Reduce investment Veceration Co., Ltd.
" 2007/01/22-09600008530 | US$ 2,886,000 |US$ 2,886,000 |US$ 2,886,000 g‘g"el_‘;gy nvestment PEWC (Guangzhou)
) _|Directly investment Compeq Technology
Vi 2011/03/28-10000119030 | US$ 7,000,000 | US$ 7,000,000 | US$ (Huizhou) Co., Ltd.
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The Company invested Investment Amounts Investment Amounts Indirectly Investment in Mainland China
resolution Approved Number Authorized Amounts Investment outflow Purpose
, 2012/03/30-10100019840 |US$ 45,000,000 |US$ 45,000,000 | US$ _ [Directly investment Compeq Manufacturing
(Chongging) Co., Ltd.
) __ |Directly investment Compeq Technology
” 2012/05/25-10199165700 | US$ 15,000,000 | US$ 15,000,000 | US$ (Huizhou) Co., Ltd.
" 2014/02/27-10200494220 | US$ 50,000,000 | US$ 40,000,000 | US$ _ |Directly investment Compeq Manufacturing
(Chongging) Co., Ltd.
i __ |Directly investment Compeq Technology
" 2015/03/31-10300357540 | US$ 30,000,000 | US$ 30,000,000 | US$ (Huizhou) Co., Ltd.
) _ |Directly investment Compeq Manufacturing
" 2017/07/06-10600111220 | US$ 15,000,000 | US$ 15,000,000 | US$ (Huizhou) Co., Ltd.
) - _|Directly investment Compeq Manufacturing
" 2018/01/31-10600349330 | US$ 33,710,000 | US$ US$ (Suzhou) Co., Ltd.
y 2018/04/02-10600349320 | US$ 60,000,000 | US$ 30,000,000 | US$ 30,000,000 |ndirectly investment Compeq Technology
(Huizhou) Co., Ltd.
) _ _ |Reduce investment Compeq Manufacturing
" 2020/04/27-10900057020 | US$ (33,710,000) | US$ Us$ (Suzhou) Co., Ltd. (Note 1)
Transferred the 100% equity of Compeq
” 2020/04/27-10900057020 | US$ 39,974,508 | US$ 11,290,000 |US$ 11,000,000 |Manufacturing (Suzhou) to increase
investment Compeq Technology (Huizhou)
Co., Ltd. (Note 2)
t:gﬂ?;\'EHDOLD'NGS 2007/04/24-09600111850 | US$ 5,000,000 | US$ 5,000,000 | US$ 5,000,000 g‘g"i‘t’gy investment Victor (Chang shu)

Note 1: In April 2020, the shares of Compeq Manufacturing (Suzhou) Co., Ltd. has been transferred 100% to Compeq Technology (Huizhou) Co., Ltd. The Originally
investment amount authorized by Investment Commission, MOEA, will not included in the calculation of the company’s total investment in mainland China.
Note 2: The investment amount authorized by Investment Commission, MOEA, includes US$28,654,508 of the capital increase by retained earnings from Compeq

Manufacturing (Suzhou) Co., Ltd.
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14. SEGMENT INFORMATION

(1) Operating segments
The Company uses the income from operations as the measurement for
segment profit and the basis of performance assessment. There was no
material differences between the accounting policies of the operating segment
and the accounting policies described in Note 4.

(2) Segment revenue and operating results

The Company’s segment revenue and operating results as follows:
For the Year Ended December 31, 2020

Adjustment
Items Taiwan China Other and Total
Elimination
Netrevenue  ¢33868,215 $26,671,391 $ (22,677) $ —  $60,516,929
from external
customers
Net revenue 1,608,662 21,709,410 —  (23,318,072) -
from sales
among
intersegments
Income (loss) 2,842,862 3,347,878 (23,040) 470,049 6,637,749
from
operations
Income tax 1,059,473 526,652 1,520 — 1,587,645
expense
For the Year Ended December 31, 2019
Adjustment
Items Taiwan China Other and Total
Elimination
Netrevenue 37337579 $18803,647 $ 33,663 $ —  $56,174,889
from external
customers
Net revenue 1,823,974 50,095,494 —  (51,919,468) -
from sales
among
intersegments
Income (loss) 1,807,112 3,814,216 33,260 489,303 6,143,891
from
operations
Income tax 1,018,253 724,285 1,851 — 1,744,389
expense
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(3) Information on major revenue
Major revenue of the Company as follows:

For the Year Ended December 31

2020 2019
PCB & SMT $ 60,053,983 $ 55,503,517
Goods 1,347 2,212
Other 461,599 669,160
Total $ 60,516,929 $ 56,174,889

(4) Geographical information

The Company’s revenue from operations from external customers by location
of operations and information on its non-current assets by location of assets
are shown below. The Company categorized the net revenue based on the
country in which the customer is headquartered. Non-current assets include
investments accounted for using equity method, property, plant and equipment,
intangible assets and other noncurrent assets. Excluded financial instruments
and deferred tax assets.

Net Revenue from External

Non-current Assets
Customers

For the Year Ended December 31

December 31,

December 31,

2020 2019 2020 2019
Taiwan $ 1381436 $ 877,328 $ 9,064,997 $ 8,575,289
United States 1,045,249 574,695 — —
Asia 57,829,132 54,539,790 20,992,804 18,022,423
Europe 210,270 115,260 — —
Others 50,842 67,816 — —
Total $60,516,929  $56,174,889  $30,057,801  $26,597,712
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(5) Major Customers information

Major customers representing at least 10% of net revenue:
For the Year Ended December 31

2020 2019
Customer Amount % Amount %
Customer A $ 14,392,237 24 $ 11,675,833 21
Customer B 6,036,783 10 5,542,504 10
Customer C 5,979,101 10 5,735,222 10

161



(English Translation of parent Company Only Financial Statements

and Report Originally Issued in Chinese)

COMPEQ MANUFACTURING CO., LTD.
PARENT COMPANY ONLY FINANCIAL STATEMENTS
AND INDEPENDENT AUDITORS' REPORT

FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

Address: No. 91, Ln. 814, Daxin Rd., Shin-juang Vil. Luzhu Dist.,
Taoyuan City, Taiwan, R.O.C.

Phone :  (886-3) 323-1111

The auditors’ report and the accompanying parent company only financial statements are the English
translation of the Chinese version prepared and used in the Republic of China. If there is any conflict
between, or any difference in the interpretation of the English and Chinese language auditors’ report
and parent company only financial statements, the Chinese version shall prevail.
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INDEPENDENT AUDITORS' REPORT

NO.00151090EA
To the Board of Directors of Compeq Manufacturing Co., Ltd.
Opinion
We have audited the accompanying parent company only financial statements of
Compeqg Manufacturing Co., Ltd. (collectively referred to as “the Company”), which
comprise the parent company only balance sheets as of December 31, 2020 and 2019,
the parent company only statements of comprehensive income, changes in equity and
cash flows for the years ended December 31, 2020 and 2019, and the notes to the
parent company only financial statements, including a summary of significant
accounting policies.
In our opinion, the accompanying parent company only financial statements present
fairly, in all material respects, the parent company only financial position of the
Company as of December 31, 2020 and 2019, 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 and the International Financial Reporting Standards (“IFRSs”),
International Accounting Standards (“IASs”), interpretations as well as related
guidance endorsed by the Financial Supervisory Commission of the Republic of
China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and
Attestation of Financial Statements by Certified Public Accountants and auditing
standards generally accepted in the Republic of China. Our responsibilities under
those standards are further described in the Auditors’ Responsibilities for the Audit of
the Parent Company only Financial Statements section of our report. We are
independent of the Company in accordance with the Certified Public Accountants
Code of Professional Ethics in Republic of China (“the Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code. 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 parent company only financial statements for the year
ended December 31, 2020. 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, and we do not provide a separate opinion on these matters.

Key audit matters for the Company’s parent company only financial statements for the
year ended December 31,2020 are explained as follows:

Revenue recognition from shipping warehouses

Description of the key audit matter
Refer to note 4(14), 5(4) and 6(17) of the parent company only financial statements

for the information relating to revenue recognition.

The Company’s sales come in two types of direct shipping from factories and
shipping from warehouses, in which the revenue from shipping warehouses is
recognized when the customer picks up the goods (the risk of the ownership of the
goods sold is transferred and the profit is earned). The Company mainly recognizes its
revenue in accordance with the statements or other information provided by the
custodians of shipping warehouses and reconciliation with any change in recorded
inventory. Given that the shipping warehouses spread many regions and the sales
terms for each major customer also vary, such revenue recognition process often
involves a lot of labor in operation, which is likely to result in inappropriate timing to
recognize the revenue or inconsistence between physical quantity and recorded
quantity of the inventory in custody. On the other hand, it requires both parties’ labor
judgment to determine if a shipment meets the terms for customer’s acquisition of
goods control right and such risk is the major measurement index adopted by the
report users. As such, the deadline of the recognition of the revenue of the goods sold
from shipping warehouses is listed as one of the key audit matter.

How the matter was addressed in our audit

We performed the following audit procedures in respect of the above key audit matter:

1. Understand and assess the propriety of the accounting policy for revenue
recognition, and evaluate and test the internal control in relation to the timing of
revenue recognition.
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2. Implement the deadline test for the revenue from shipping warehouses in the
periods before or after the balance sheet date, and check if customer account
statement data, change in recorded inventory, revenue and cost carry-over were
recorded at appropriate times.

3. Execute document enquiry or field stock-taking observation for the quantity of
inventory in shipping warehouses, and check as well as reconcile the warehouse
inventory quantity with the recorded inventory quantity. In case of any
inconsistence with the recorded inventory quantity found from the enquiry response
or stock-taking observation, the reasons for the inconsistence will be investigated
and the test for the reconciliation items shall be executed, so as to confirm if

material differences are properly adjusted and recorded.
Evaluation of allowance for loss on reduction of inventory to market

Description of the key audit matter

Refer to note 4(7), 5(2) and 6(4) of the parent company only financial statements for
the information relating to inventory valuation.

The Company mainly engages in manufacture and sales of PCB(Printed Circuit
Boards). Due to their short life circle and severe competition in the industry,
electronic products are susceptible to the volatility of market prices, so they have
higher risk in losses on reduction of inventory to market and inventory obsolescence.
The net realizable value adopted by The Company for invalid and obsolescent
inventory often involves subjective judgment, so it is in a high degree of uncertainty.
Given that The Company’s inventory and its allowance for loss on reduction of
inventory to market have a vital impact on its financial statements, the valuation of
the allowance for loss on reduction of inventory to market is listed as one of the key
audit matters.

How the matter was addressed in our audit

We performed the following audit procedures in respect of the above key audit matter:
1. Evaluate if the policy and procedure for setting aside the allowance for loss on

reduction of inventory to market are appropriately and consistently adopted.
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2. Understand the inventory warehouse management process, inspect the annual
stock-taking plan and participate in the annual observation of stock-taking, so as to
confirm the inventory management and status.

3. Acquire the statement to identify inventory obsolescence and invalidation and
verify inventory aging propriety and rationality, so as to confirm the
possibility for the loss of the inventory exceeding a certain inventory age
and coverage of the invalid and obsolescent inventory items in the
statement, and ensure the consistence of the statement information with the
policy.

4. Inspect a variety of data adopted by the management for calculation of the
inventory net realizable value, and give random check and calculation to evaluate
the rationality of the inventory net realizable value and judge if relevant disclosures

are adequate.

Responsibilities of Management and Those Charged with Governance for the

Parent company 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 the IFRSs, IASs,
interpretations as well as related guidance endorsed by the Financial Supervisory
Commission of the Republic of China, 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 members of the Audit Committee), are

responsible for overseeing the Company’s financial reporting process.
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Auditors’ 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 auditors’ 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 the auditing standards generally accepted in the Republic of China
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.

As part of an audit in accordance with auditing standards generally accepted in the

Republic of China, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

1. 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.

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 effectiveness of the Company’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.
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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 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 auditors’ 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 auditors’ report. However,
future events or conditions may cause the Company to cease to continue as a going
concern.

5. 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.

6. 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 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 parent company only
financial statements for the year ended December 31, 2020 and are therefore the key
audit matters. We describe these matters in our auditors’ 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.

Baker Tilly Clock & Co
Hung-Hsun Ting , CPA
Hsien-Hsiu Cheng, CPA

March 11, 2021

Notes to Readers

The accompanying parent company only financial statements are intended only to present the parent company only
financial position, financial performance and its cash flows in accordance with the accounting principles and
practices generally accepted in the Republic of China and not those of any other jurisdictions. The standards,
procedures and practices to audit (or review) such parent company only financial statements are those generally
accepted and applied in the Republic of China.

The auditors’ report and the accompanying parent company only financial statements are the English translation of
the Chinese version prepared and used in the Republic of China. If there is any conflict between, or any difference
in the interpretation of the English and Chinese language auditors’ report and parent company only financial
statements, the Chinese version shall prevail.
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COMPEQ MANUFACTURING CO., LTD.
PARENT COMPANY ONLY BALANCE SHEETS
December 31, 2020 and 2019

(Expressed in thousands of New Taiwan Dollars)

December 31,2020 December 31,2019
ASSETS NOTES
Amount % Amount %
CURRENT ASSETS

Cash and cash equivalents 6(1) $ 4492360 | 930 | $ 4,222,158 | 9.19

Notes receivable 6(3) 1,464 — 178 —
Accounts receivable 6(3) 7,427,884 | 15.36 8,136,084 | 17.72
Receivables from related parties 6(3) 286,826 | 0.59 610,414 | 1.33
Other receivables 288,329 | 0.60 443,288 | 0.97
Inventories 6(4) 2,418,136 | 5.00 1,934,774 | 4.21
Prepayments 62,872 0.13 69,099 0.15
Other current financial assets 6(5),8 1,333,516 2.76 839,440 1.83
Other current assets 16,199 0.03 17,456 0.04
Total current assets 16,327,586 | 33.77 16,272,891 | 35.44

NONCURRENT ASSETS
Investments accounted for using equity 6(6) 22,406,159 | 46.35 20,423,401 | 44.48
method

Property, plant and equipment 6(7),8 8,866,257 | 18.34 8,442,313 | 18.39
Right-of-use assets 6(8) 159,834 | 0.33 85,324 | 0.18
Intangible assets 6(9) 31,072 | 0.06 39,564 | 0.09
Deferred tax assets 6(22) 542,452 | 1.12 638,511 | 1.39
Refundable deposits 5,150 | 0.01 3,800 | 0.01
Other non-current assets 7,835 | 0.02 8,088 | 0.02
Total noncurrent assets 32,018,759 | 66.23 29,641,001 | 64.56
TOTAL $ 48,346,345 [100.00 | $ 45,913,892 |100.00

The accompanying notes are an integral part of the parent company only financial statements.
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COMPEQ MANUFACTURING CO., LTD.

PARENT COMPANY ONLY BALANCE SHEETS

December 31, 2020 and 2019

(Expressed in thousands of New Taiwan Dollars)

December 31,2020 December 31,2019
LIABILITIES AND EQUITY NOTES
Amount 9% Amount %
CURRENT LIABILITIES
Financial liabilities at fair value through 6(2) $ 5,827 | 0.01 — —
profit or loss
Accounts payable 6(10) 1,948,939 | 4.03 2,191,587 | 4.77
Payable to related parties 6(10) 3,185,440 | 6.59 4,711,287 | 10.26
Other payables 6(11) 2,717,576 | 5.62 2,235,561 | 4.87
Current tax liabilities 6(22) 422,671 | 0.87 417,213 | 0.91
Provisions-current 6(12) 206,435 | 0.43 168,950 | 0.37
Receipts in advance 57 — 57 —
Current portion of long-term borrowings | 6(13),8 52,941 | 0.11 90,588 | 0.20
Other current liabilities 447,926 | 0.93 519,965 | 1.13
Total current liabilities 8,987,812 | 18.59 10,335,208 | 22.51
NONCURRENT LIABILITIES
Long-term borrowings 6(13),8 6,500,000 | 13.45 6,532,941 | 14.23
Deferred tax liabilities 6(22) 2,877,891 | 5.95 2,530,913 | 5.51
Lease liabilities-noncurrent 6(8) 112,494 | 0.23 34,657 | 0.08
Net defined pension liabilities 6(14) 721,577 1.49 725,242 1.58
Total noncurrent liabilities 10,211,962 | 21.12 9,823,753 | 21.40
Total liabilities 19,199,774 | 39.71 20,158,961 | 43.91
EQUITY ATTRIBUTABLE TO OWNERS
OF THE COMPANY
Capital stock 6(15) 11,918,206 | 24.65 11,918,206 | 25.96
Capital surplus 6(15) 1,060,226 | 2.19 1,016,898 | 2.21
Retained earnings 6(15) 16,394,606 | 33.91 13,240,799 | 28.84
Legal reserve 2,279,912 | 4.72 1,897,670 | 4.13
Unappropriated earnings 14,114,694 | 29.19 11,343,129 | 24.71
Other equity 6(15) (226,467) | (0.46) (420,972) | (0.92)
Exchange differences on translation of (217,512) | (0.45) (421,011)| (0.92)
foreign operations
Unrealized gain (loss) on financial (8,955)| (0.01) 39 —
assets at fair value through other
comprehensive income
Total equity 29,146,571 | 60.29 25,754,931 | 56.09
TOTAL $ 48,346,345 |100.00 | $ 45,913,892 {100.00

The accompanying notes are an integral part of the parent company only financial statements.
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COMPEQ MANUFACTURING CO., LTD.
PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED ON DECEMBER 31, 2020 AND 2019

(Expressed in thousands of New Taiwan Dollars, Except Earnings Per Share)

2020 2019
DESCRIPTION NOTE Amount 7 Amount o
OPERATING REVENUES 6(17) |$ 35,476,877 |100.00 |$ 39,161,553 | 100.00
OPERATING COSTS 6(4) (30,892,959) | (87.08)| (35,846,485) | (91.53)
GROSS PROFIT BEFORE UNREALIZED 4,583,918 | 1292 3,315,068 8.47
GROSS
UNREALIZED PROFIT FROM SALES (29,172) | (0.08) (46,722) | (0.12)
REALIZED PROFIT ON FROM SALES 46,722 0.13 20,168 0.05
GROSS PROFIT 4,601,468 | 12.97 3,288,514 8.40
OPERATING EXPENSES
Selling and marketing expenses (456,499) | (1.28) (370,216) | (0.95)
General and administrative expenses (374,778) | (1.06) (345,317) | (0.88)
Research and development expenses (911,275) | (2.57) (804,428) | (2.05)
Expected credit impairment income 6(3) (16,054) | (0.05) 38,559 0.10
Total operating expenses (1,758,606) | (4.96) (1,481,402) | (3.78)
INCOME FROM OPERATIONS 2,842,862 8.01 1,807,112 4.62
NON-OPERATING INCOME AND
EXPENSES
Interest income 35,267 0.10 63,371 0.16
Other income 6(18) 670,763 1.89 552,495 1.41
Other gains and losses 6(19) (364,204) | (1.03) (482,144) | (1.23)
Finance costs 6(20) (122,207) | (0.34) (136,837) | (0.35)
Share of profit of subsidiaries and associates | 6(21) 2,661,693 7.50 3,036,674 7.75
Total non-operating income and expenses 2,881,312 8.12 3,033,559 7.74
INCOME BEFORE INCOME TAX 5,724,174 | 16.13 4,840,671 12.36
INCOME TAX EXPENSE 6(22) (1,059,473) | (2.98) (1,018,253) | (2.60)
NET INCOME $ 4664701 | 13.15|$ 3,822,418 9.76
OTHER COMPREHENSIVE INCOME
(LOSS)
Items that will not be reclassified subsequently
to profit or loss
Remeasurement of defined benefit 6(14) (100,886) | (0.28) (52,801) | (0.14)
obligation
Unrealized gain (loss) on investments in (11,243) | (0.03) 49 —
equity instruments at fair value through
other comprehensive income
Income tax benefit (expense) related to items| 6(22) 22,426 0.06 10,550 0.03
that will not be reclassified subsequently
Items that may be reclassified subsequently to
profit or loss
Exchange differences on translation of 6(15) 254,374 0.71 (705,152) | (1.80)
foreign operations
Income tax relating to the components of 6(22) (50,875) | (0.14) 141,031 0.36
other comprehensive income(loss)
Other comprehensive (loss) income, net of 113,796 0.32 (606,323) | (1.55)
income tax
TOTAL COMPREHENSIVE INCOME FOR $ 4,778,497 | 13.47|$ 3,216,095 8.21
THE YEAR
EARNING PER SHARE
Basic 6(16) $3.91 $3.21
Diluted 6(16) $3.90 $3.19

The accompanying notes are an integral part of the parent company only financial statements.
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COMPEQ MANUFACTURING CO., LTD.

PARENT COMPANY ONLY STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
(Expressed in thousands of New Taiwan Dollars)

Equity attributable to the owners of the Company

Retained earnings Other equity
Unrealized gain
DESCRIPTION ) ) _ _Exchange (loss) on fi_nancial Total equity
Capital Stock Capital surplus Legal reserve Unappropriated differences on | assets at fair value
earnings translation of through other
foreign operations | comprehensive
income

BALANCE, JANUARY 1, 2019 $ 11,918,206 | $ 1,016,898 | $ 1,657,697 | $ 8,756,381 | $ 143110 | $ — 23,492,292
Appropriations of prior year’s earnings

Legal reserve — — 239,973 (239,973) — — —

Cash dividends — — — (953,456) — — (953,456)
Net income in 2019 — — — 3,822,418 — — 3,822,418
Other comprehensive income in 2019, net of income tax — — — (42,241) (564,121) 39 (606,323)
Total comprehensive income in 2019 — — — 3,780,177 (564,121) 39 3,216,095
BALANCE, JANUARY 1, 2020 11,918,206 1,016,898 1,897,670 11,343,129 (421,011) 39 25,754,931
Appropriations of prior year’s earnings

Legal reserve — — 382,242 (382,242) — — —

Cash dividends — — — (1,430,185) — — (1,430,185)
Changes in ownership interests in subsidiaries — 43,328 — — — 43,328
Net income in 2020 — — — 4,664,701 — — 4,664,701
Other comprehensive income in 2020, net of income tax — — — (80,709) 203,499 (8,994) 113,796
Total comprehensive income in 2020 — — — 4,583,992 203,499 (8,994) 4,778,497
BALANCE, DECEMBER 31, 2020 $ 11,918,206 | $ 1,060,226 | $ 2,279,912 | $ 14,114,694 | $ (217,512) | $ (8,955) 29,146,571

The accompanying notes are an integral part of the parent company only financial statements.
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COMPEQ MANUFACTURING CO., LTD.
PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED ON DECEMBER 31, 2020 AND 2019

(Expressed in thousands of New Taiwan Dollars)

DESCRIPTION 2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax 5,724,174 4,840,671
Adjustments for:
Income and expense (loss) items
Depreciation expense 1,407,981 1,318,636
Amortization expense 15,152 16,742
Expected credit impairment loss (income) 16,053 (38,559)
Net (gain) loss on financial assets and liabilities at fair 5807 B
value through profit or loss ’
Interest expense 122,207 136,837
Interest income (35,267) (63,371)
Share of profit of subsidiaries and associates (2,661,693) (3,036,674)
Loss on disposal of property, plant and equipment 18,876 35,037
Unrealized profit from sales 95,076 43,859
Realized profit on from sales (43,859) (20,736)
Other Item (513) —
Changes in operating assets and liabilities
Notes receivable (1,286) (171)
Accounts receivable 692,147 647,722
Receivables from related parties 323,588 (505,170)
Other receivables 155,225 (20,074)
Inventories (483,362) (250,996)
Prepayments 9,227 (19,170)
Other current assets 2,228 (621)
Other current financial assets (494,076) (292,564)
Accounts payable (242,648) 226,927
Payables to related parties (1,525,847) 40,078
Other payables 183,966 289,780
Provisions 37,485 7,752
Other current liabilities (68,551) 13,401
Accrued pension liabilities (104,551) (94,822)
Cash generated from operations 3,147,559 3,274,514
Interest received 35,001 63,857
Interest paid (120,291) (135,780)
Income taxes paid (623,139) (631,951)
Net cash generated by operating activities 2,439,130 2,570,640
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COMPEQ MANUFACTURING CO., LTD.
PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED ON DECEMBER 31, 2020 AND 2019

(Expressed in thousands of New Taiwan Dollars)

DESCRIPTION 2020 2019

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for property, plant and equipment $ (1,531,389) | $ (914,237)
Proceeds from disposal of property, plant and equipment 30,408 27,954
Increase in Refundable Deposits (26,138) (24,159)
Decrease in Refundable Deposits 23,817 24,260
Purchase of Intangible Assets (4,683) (6,523)
Increase in deferred charges (4,724) (1,477)
Dlzg%el?;i;] erfr::s(ijved from investment accounted for using 809,031 692,478
Net cash generated by (used in) investing activities (612,778) (201,704)

CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term borrowings 1,210,158 842,677
Decrease in short-term borrowings (1,210,158) (842,677)
Increase in long-term borrowings 4,550,000 7,200,000
Decrease in long-term borrowings (4,620,588) (7,104,435)
Increase in guarantee deposits received 2,755 750
Decrease in guarantee deposits received (3,466) (500)
Repayment of the principal portion of lease liabilities (54,666) (45,319)
Cash dividends (1,430,185) (953,456)
Net cash generated by (used in) financing activities (1,556,150) (902,960)
II;IS'LI'”ICIESEENA_?E (DECREASE) IN CASH AND CASH 270,202 1,465,976
_C;ﬁ;l;éé\:g[()lASH EQUIVALENTS AT BEGINNING OF 4,222,158 2.756.182
CASH AND CASH EQUIVALENTS AT END OF THE $ 4.492.360 $ 4,222.158

PERIOD

The accompanying notes are an integral part of the parent company only financial statements.
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COMPEQ MANUFACTURING CO., LTD.
NOTES TO PARENT COMPANY ONLY FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

(Amounts in thousands of New Taiwan dollars, unless otherwise stated)

1. ORGANIZATION AND OPERATIONS

Compeq Manufacturing Co., Ltd. (the Compeq Company) was established in
August 1973. It is engaged in the manufacture and sale of PCB (Printed Circuit
Boards) for computer use. In January 1990, the Compeq Company's stocks were
approved by the Financial Supervisory Commission (FSC) for listing on the Taiwan
Stock Exchange.

2. APPROVAL OF FINANCIAL STATEMENTS

The parent company only financial statements were approved by the board of
directors and authorized for issue on March 11, 2021.

3. APPLICATION OF NEW AND REVISED 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 FSC effective
from 2020 are as follows:

New Standards, Interpretations and Amendments Effective Date Issued

by IASB
Definition of Material (amendment to IAS 1 and IAS 8) January 1, 2020
Definition of a Business (amendment to IFRS 3) January 1, 2020
Interest Rate Benchmark Reform (amendments to IFRS 9, IAS 39 January 1, 2020
and IFRS 7)
Covid-19-related rent concessions’(amendment to IFRS 16) June 1,2020

The above standards and interpretations have no significant impact to the
Company’s financial condition and financial performance based on the

Company’s assessment.
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(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 FSC effective
from 2021 are as follows:

New Standards, Interpretations and Amendments Effective Date Issued

by IASB
Extension of the temporary exemption from applying IFRS 9 January 1, 2021
(amendment to IFRS 4)
Interest Rate Benchmark Reform-Phase 2 (amendment to IFRS 16, January 1,2021

amendments to IFRS 9, IAS 39, IFRS 7 and IFRS 4)
The above standards and interpretations have no significant impact to the
Company’s financial condition and financial performance based on the
Company’s assessment.

(3) The IFRSs issued by IASB but not yet endorsed by FSC
As of the date the following IFRSs that have been issued by the IASB, but not

yet endorsed by the FSC:

Effective Date Issued

New Standards, Interpretations and Amendments by IASB

Reference to the conceptual framework (amendments to IFRS 3) January 1, 2022

Sale or contribution of assets between an investor and its associate  To be determined by IASB
or joint venture (amendments to IFRS 10 and IAS 28)

Insurance contracts (IFRS 17) January 1,2023
Insurance contracts (amendments to IFRS 17) January 1,2023
Classification of liabilities as current or non-current (amendments January 1,2023
to IAS 1)

Accounting Policies Disclosures (amendments to 1AS 1) January 1,2023
Definition of Accounting Estimates (amendments to 1AS 8) January 1,2023
Property, plant and equipment: proceeds before intended use January 1,2023
(amendments to IAS 16)

Onerous contracts-cost of fulfilling a contract (amendments to 1AS January 1, 2022
37)

As of the date the accompanying financial statements were issued, the Company
continues in evaluating the impact on its financial position and financial
performance as a result of the initial adoption of the aforementioned standards
or interpretations. The related impact will be disclosed when the Company

completes the evaluation.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Statement of compliance

The parent company only financial statements have been prepared in
conformity with the Regulations Governing the Preparation of Financial
Reports by Securities Issues (the “Accounting Standards Used in Preparation of

the Parent Company Only Financial Statements”).

(2) Basis of Preparation

The parent company only financial statements have been prepared on the
historical cost basis except for financial instruments that are measured at fair
value, and defined benefit liabilities recognized based on the net amount of
pension fund assets less present value of defined benefit obligation. Historical
cost is generally based on the fair value of the consideration given in exchange
for assets.

The subsidiaries, associates and jointly controlled entities are incorporated in
the parent company only financial statements under the equity method. To make
net profit for the year, other comprehensive income and equity in the parent
company only financial statements equal to those attributed to owners of the
Company on parent company only financial statements, the effect of the
differences between basis of parent company only and basis of consolidation are
adjusted in the investments accounted for using equity method, the related share
of the profit or loss, the related share of other comprehensive income of
subsidiaries and associates and related equity.

(3) Current and Noncurrent Assets and Liabilities

Current assets are assets held for trading purposes and assets expected to be
converted to cash, sold or consumed within one year from the end of the
reporting period. Current liabilities are obligations incurred for trading purposes
and obligation expected to be settled within one year from the end of the
reporting period. Assets and liabilities that are not classified as current are

noncurrent assets and liabilities, respectively.
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(4) Foreign Currencies

In preparing the financial statements of each individual parent company only
entity, transactions in currencies other than the entity’s functional currency
(foreign currencies) are recognized at the rates of exchange prevailing at the
dates of the transactions.

At each balance sheet date, monetary items denominated in foreign currencies

are retranslated at the closing rates. All exchange differences arising on the

settlement of monetary items or on translating monetary items are taken to
profit or loss in the period in which they arise except for the following:

A. Exchange differences arising from foreign currency borrowings for an
acquisition of a qualifying asset to the extent that they are regarded as an
adjustment to interest costs are included in the borrowing costs that are
eligible for capitalization.

B.Exchange differences on monetary items arising from settlement or
translation are recognized in profit or loss in the period in which they arise,
except for exchange differences on transactions entered into in order to hedge
certain foreign-currency risks.

C.For the items of currency receivable from or payable to foreign business
operating institute, if there is no plan for liquidation or the liquidation is
impossible to occur in the foreseeable future. Exchange differences arising on
a monetary item that is part of a reporting entity’s net investment in a foreign
operation are recognized initially in other comprehensive income and
reclassified from equity to profit or loss upon disposal of such investment.

Non-monetary items measured at fair value that are denominated in foreign

currencies are retranslated at the rates prevailing at the date when the fair value

was determined. Exchange differences arising on the retranslation of non-
monetary items are recognized in profit or loss for the year except for exchange
difference arising from the retranslation of non-monetary items in respect of
which gains and losses are recognized directly in other comprehensive income,
in which case, the exchange differences are also recognized directly in other

comprehensive income.
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Non-monetary items that are measured at historical cost in a foreign currency
are not retranslated.

For the purposes of presenting parent company only financial statements, the
assets and liabilities of the Company’ foreign operations (including of the
subsidiaries, associates and joint ventures operating in other countries or using
currencies different from the Company’s) are translated into New Taiwan
dollars using exchange rates prevailing at each balance sheet date. Income and
expense items are translated at the average exchange rates for the period.
Exchange differences arising, if any, are recognized in other comprehensive
income and accumulated in equity.

(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. Including time deposits and repurchase agreements
collateralized by corporate bonds.

Time deposits that meet the definition above and are held for the purpose of
meeting short-term cash commitments in operation are classified as cash

equivalents.

(6) Financial Instruments
Financial assets and financial liabilities are recognized when the Company
become a party to the contractual provisions of the instruments.
Financial assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate,
on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognized
immediately in profit or loss. For the determination of fair value, please refer

to Note 12.
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A. Financial assets
All regular way purchases or sales of financial assets are recognized and
derecognized on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within
the time frame established by regulation or Convention in the marketplace.
a. Measurement category
Financial assets are classified into the following categories: financial
assets at FVTPL, and financial assets at amortized cost.
A) Financial asset at FVTPL

For certain financial assets which include debt instruments that do not

meet the criteria of amortized cost or FVTOCI, it is mandatorily

required to measure them at FVTPL. Any gain or loss arising from
remeasurement is recognized in profit or loss. The net gain or loss
recognized in profit or loss incorporates any interest earned on the
financial asset.

B) Measured at amortized cost

When the company invest in financial assets simultaneously meets the

following two conditions, the financial assets are classified as the

ones carried at cost after amortization:

a) The financial assets are held under a specific operation mode, in
which the purpose of the mode is to hold the financial assets in
order to collect contract cash flows.

b) The cash flow generated on a specific date due to contract clauses
is completely for the payment of the principal and the interest
accrued from the outstanding principal amount.

Cash and cash equivalents, notes and accounts receivable, other
receivables and refundable deposits are measured at amortized cost.
Subsequent to initial recognition, financial assets measured at amortized
cost are measured at amortized cost, which equals to carrying amount
determined by the effective interest method less any impairment loss.

Foreign exchange gains and losses are recognized in profit or loss.
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b. Impairment of financial assets
At the end of each reporting period, a loss allowance for expected credit
loss is recognized for financial assets at amortized cost (including
accounts receivable).
The loss allowance for accounts receivable is measured at an amount
equal to lifetime expected credit losses. For financial assets at amortized
cost, when the credit risk on the financial instrument has not increased
significantly since initial recognition, a loss allowance is recognized at an
amount equal to expected credit loss resulting from possible default
events of a financial instrument within 12 months after the reporting date.
If, on the other hand, there has been a significant increase in credit risk
since initial recognition, a loss allowance is recognized at an amount
equal to expected credit loss resulting from all possible default events
over the expected life of a financial instrument.
The expected credit loss is calculated according to the average weighted
credit loss in which the risk rated ratio of default occurrence is used in
calculation. The 12-month expected credit loss represents the credit loss
expected to occur to the financial instruments within 12 months after their
reporting day due to possible default. The expected credit loss in the
duration period refers to the credit loss expected to occur to the financial
instruments in the expected duration period due to possible default.
The Company recognizes an impairment loss in profit or loss for all
financial instruments with a corresponding adjustment to their carrying
amount through a loss allowance account.

c. Derecognition of financial assets
The Company derecognize a financial asset only when the contractual
rights to the cash flows from the asset expire, or when they transfer the
financial asset and substantially all the risks and rewards of ownership of
the asset to another entity. On derecognition of a financial asset in its
entirety, the difference between the asset’s carrying amount and the sum
of the consideration received and receivable and the cumulative gain or
loss that had been recognized in other comprehensive income and

accumulated in equity is recognized in profit or loss.
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B. Equity instruments

Debt and equity instruments issued by a group entity are classified as either

financial liabilities or as equity in accordance with the substance of the

contractual arrangements and the definitions of a financial liability and an

equity instrument.

Equity instruments issued by a group entity are recognized at the proceeds

received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognized and

deducted directly in equity. No gain or loss is recognized in profit or loss on

the purchase, sale, issue or cancellation of the Company’s own equity

instruments.

C. Financial liabilities

a. Subsequent measurement
Financial liabilities other than those held for trading purposes and
designated as at FVTPL are subsequently measured at amortized cost at
the end of each reporting period.
Financial liabilities measured at FVTPL are derivative financial
instruments that do not meet the criteria for hedge accounting, and they
are stated at fair value, with any gains or losses arising on
remeasurement recognized in profit or loss. Related net profits or net
losses are listed in “other profits and losses” of the statement of
comprehensive income.

b. Derecognition of financial liabilities
The Company derecognizes financial liabilities only when the
obligations are discharged cancelled or expires. The difference between
the carrying amount of a financial liability removed and the
consideration paid (including any non-cash assets transferred or

liabilities assumed) is recognized in profit or loss.

187



c. Offsetting financial instruments
Financial assets and liabilities are offset and reported in the net amount
in the balance sheet when there is a legally enforceable right to offset the
recognized amounts and there is an intention to settle on a net basis or
realize the asset and settle the liability simultaneously.
D. Derivative financial instruments
The Company enters into a variety of derivative financial instruments to
manage its exposure to foreign exchange rate risks, including foreign
exchange forward contracts.
Derivatives are initially recognized at fair value at the date the derivative
contracts are entered into and are subsequently remeasured to their fair
value at the end of each reporting period. The resulting gain or loss is
recognized in profit or loss immediately unless the derivative is designated
and effective as a hedging instrument, in which event the timing of the
recognition in profit or loss depends on the nature of the hedge relationship.
When the fair value of derivative financial instruments is positive, the
derivative is recognized as a financial asset; when the fair value of
derivative financial instruments is negative, the derivative is recognized as a
financial liability.
(7) Inventories
Inventories are included supplies, raw materials, work in process and Finished
goods. Inventories are stated at the lower of cost or net realizable value.
Inventories are recorded at weighted-average cost. Net realizable value is the
estimated selling price of inventories less all estimated costs of completion and

costs necessary to make the sale.

(8) Investments Accounted for Using Equity Method
Investments accounted for using the equity method is investments in subsidiarie.

A subsidiary is an entity that is controlled by the Company.
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Under the equity method, an investment in a subsidiary is initially recognized at
cost and adjusted thereafter to recognize the Company’s share of profit or loss
and other comprehensive income of the subsidiary as well as the distribution
received. The Company also recognized its share in the changes in the equity of
subsidiaries.

Changes in the Company’s ownership interests in subsidiaries that do not result
in the Company losing control over the subsidiaries are accounted for as equity
transactions. Any difference between the carrying amount of the subsidiary and
the fair value of the consideration paid or received is recognized directly in
equity.

The acquisition cost exceeding the amount of the share of the fair value of the
subsidiary’s recognizable assets and liabilities received by the Company on its
acquisition day is listed as goodwill. Such goodwill includes the investment’s
book value which cannot be amortized. The amount exceeding the share of the
fair value of the subsidiary’s recognizable assets and liabilities received by the
Company on its acquisition day is listed as the current income.

When losing the control of its subsidiary, the Company measures its residual
investment in the aforesaid subsidiary according to the fair value at the day that
the Company loses its control of the subsidiary. The difference between the
residual investment’s fair value as well as any disposal amount and the
investment book value at the day that the Company loses its control is listed as
the current profit or loss. In addition, the accounting treatment of all the
amounts related to the subsidiary in question and recognized in the
comprehensive income is same as the basis required to be complied with in the
Company’s direct handling of related assets or liabilities.

When the Company transacts with its subsidiaries, profits and losses resulting
from the transactions with the subsidiaries are recognized in the Company’s
parent company only financial statements only to the extent of interests in the

subsidiaries that are not owned by the Company.
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(9) Property, Plant, and Equipment

Property, plant and equipment are stated at cost, less subsequent accumulated
depreciation and subsequent accumulated impairment loss.
Properties under construction for production, supply or administrative purposes
are carried at cost, less any recognized impairment loss. Cost includes
professional fees and borrowing costs eligible for capitalization.
These properties are depreciated and classified to the appropriate categories of
property, plant and equipment when completed and ready for intended use.
Depreciation is recognized using the straight-line method. Each significant item
is depreciated separately. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each reporting period, with the
effect of any changes in estimate accounted for on a prospective basis.
Any gain or loss arising on the disposal or retirement of an item of property,
plant and equipment is determined as the difference between the sales proceeds
and the carrying amount of the asset and is recognized in profit or loss.
Depreciation is computed by the straight-line method over the estimated useful
lives. The estimated useful lives are as follows:
Buildings: 5-35 years; machinery and equipment: 6-10 years; computer
equipment: 3-8 years; testing equipment: 5-8 years; pollution-prevention
equipment: 3-10 years; transportation equipment: 5 years; furniture and fixtures:
5-8 years; other equipment: 5-15 years.

(10) Leases

The Company as lessee

The Company recognizes right-of-use assets and lease liabilities for all leases at
the commencement date of a lease, except for short-term leases and low-value
asset leases accounted for applying a recognition exemption where lease
payments are recognized as expenses on a straight-line basis over the lease

terms.
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Right-of-use assets are initially measured at cost, which comprises the initial
measurement of lease liabilities adjusted for lease payments made at or before
the commencement date, plus any initial direct costs incurred and an estimate of
costs needed to restore the underlying assets, and less any lease incentive
received. Right-of-use assets are subsequently measured as cost less
accumulated depreciation and impairment losses and adjusted for any
remeasurement of the lease liabilities. Right-of-use assets are presented on a
separate line in the parent company only balance sheets.

Right-of-use assets are depreciated using the straight-line method from the
commencement dates to the earlier of the end of the useful lives of the right-of-
use assets or the end of the lease terms.

Lease liabilities are initially measured at the present value of the lease payments.
The lease payments are discounted using the interest rate implicit in a lease, if
that rate can be readily determined. If that rate cannot be readily determined, the
Company uses the lessee’s incremental borrowing rate.

Lease liabilities are measured at amortized cost using the effective interest
method, with interest expense recognized over the lease terms. When there is a
change in a lease term or a change in future lease payments resulting from a
change in expected paid amount under the residual value guarantee, a change in
the assessment of an option to purchase an underlying assets, or a change in an
index or a rate used determine to those payments, the Company remeasures the
lease liabilities with a corresponding adjustment to the right-of-use-assets. If the
carrying amount of the right-of-use assets has been reduced to zero, the
remaining amount will recognized in profit or loss. Lease liabilities are
presented on a separate line in the parent company only balance sheets.

Variable lease payments that do not depend on an index or a rate are recognized
as expenses in the periods in which they are incurred.
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(11) Intangible Assets

Intangible assets with finite useful lives that are acquired separately are
initially measured at cost and subsequently measured at cost less accumulated
amortization and accumulated impairment loss. Amortization is recognized on
a straight-line basis. The estimated useful life, residual value, and amortization
method are reviewed at the end of each reporting period, with the effect of any
changes in estimate accounted for on a prospective basis. The residual value of
an intangible asset with a finite useful life is assumed to be zero unless the
Group expects to dispose of the intangible asset before the end of its economic
life.

Gains or losses arising from the derecognition of an intangible asset, measured
as the difference between the net disposal proceeds and the carrying amount of
the asset, are recognized in profit or loss when the asset is derecognized.

(12) Impairment of Non-financial Assets

At each balance sheet date, the Company review the carrying amounts of their
tangible and intangible assets to determine whether there is any indication that
those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss. When it is not possible to estimate the recoverable amount
of an individual asset, the Company estimate the recoverable amount of the
cash-generating unit to which the asset belongs. When amortization can be
reasonably and consistently made, common assets can also be amortized to
individual cash production units. Otherwise, the amortization shall be made to
the minimum cash production unit group in a reasonable and consistent way.
Intangible assets with indefinite useful lives and intangible assets not yet
available for use are tested for impairment at least annually, and whenever
there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in
use. If the recoverable amount of an asset or cash-generating unit is estimated
to be less than its carrying amount, the carrying amount of the asset or cash-
generating unit is reduced to its recoverable amount. An impairment loss is

recognized in profit or loss.
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When an impairment loss subsequently is reversed, the carrying amount of the
asset or cash-generating unit is increased to the revised estimate of its
recoverable amount, but only to the extent of the carrying amount that would
have been determined had no impairment loss been recognized for the asset or
cash-generating unit in prior years. A reversal of an impairment loss is
recognized immediately in profit or loss.

(13) Provision
Provisions are recognized when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Company will be
required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation. The amount recognized as a provision is the best
estimate of the consideration required to settle the present obligation at the end
of the reporting period, taking into account the risks and uncertainties
surrounding the obligation.
The present obligation arising from any onerous contracts shall be listed and
measured as a liability reserve. When the unavoidable cost required for
obligation fulfillment of a signed contract exceeds the economic effect
expected to gain from the contract, the contract shall be referred to as an
onerous contract.

(14) Revenue recognition

When applying IFRS 15, the Company shall recognize revenue by applying the

following steps:

(a) Identify the contract with the customer;

(b)Identify the performance obligations in the contract;

(c) Determine the transaction price;

(d) Allocate the transaction price to the performance obligations in the contract;
and

(e)Recognize revenue when the entity satisfies a performance obligation.
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Sales of goods

Revenue is recognized when the goods committed by the Company are
transferred to the customer to fulfill the contract performance obligation, i.e.
the revenue is recognized when the customer acquires the control right of the
goods, in which the net amount of the contract price deducting estimated sales
allowance is set aside and recognized. The revenue recognition amount is
limited to the part where material reversal is very unlikely to occur, and the
estimation is renewed at each balance sheet day. The allowance for sales
discounts of the sales related estimates as of the balance sheet date is listed as
the refund liabilities.

(15) Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets are added to the cost of these assets, until the
assets are substantially ready for their intended use or sale.

If a specific loan is used for temporary investment before being applied to the
capital expenditure meeting required elements and therefore earns the
investment income, it shall be deducted from the loan cost meeting the terms
of capitalization.

All other borrowing costs are recognized in profit or loss in the period in which
they are incurred.

(16) Employee Benefits

A. Short-term employee benefits
Liabilities recognized in respect of short-term employee benefits are
measured at the undiscounted amount of the benefits expected to be paid in
exchange for service rendered by employees.

B. Retirement benefits
For defined contribution retirement benefit plans, payments to the benefit
plan are recognized as an expense when the employees have rendered
service entitling them to the contribution. For defined benefit retirement
benefit plans, the cost of providing benefit is recognized based on actuarial

calculations.
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Defined benefit costs (including service cost, net interest and
remeasurement) under the defined benefit retirement benefit plans are
determined using the Projected Unit Credit Method. Service cost (including
current service cost), and net interest on the net defined benefit liability
(asset) are recognized as employee benefits expense in the period they occur.
Remeasurement, comprising actuarial gains and losses and the return on
plan assets (excluding interest), is recognized in other comprehensive
income in the period in which they occur. Remeasurement recognized in
other comprehensive income is reflected immediately in retained earnings
and will not be reclassified to profit or loss.
Net defined benefit liability represents the actual deficit in the Company’s
defined benefit plan. Any surplus resulting from this calculation is limited
to the present value of any refunds from the plans or reductions in future
contributions to the plans.
(17) Taxation
The tax expense for the period comprises current and deferred tax. Tax is
recognized in profit or loss, except to the extent that it relates to items
recognized in other comprehensive income or items recognized directly in
equity, in which cases the tax is recognized in other comprehensive income or
equity.
A. Current tax
Adjustments of prior years’ tax liabilities are added to or deducted from the
current year’s tax provision.
Income tax on unappropriated earnings is expensed in the year the
shareholders approved the appropriation of earnings which is the year
subsequent to the year the earnings are generated.
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B. Deferred tax

Deferred tax is recognized on temporary differences between the carrying
amounts of assets and liabilities in the parent company only financial
statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognized for all
taxable temporary differences. Deferred tax assets are generally recognized
for all deductible temporary differences, net operating loss carryforwards
and unused tax credits to the extent that it is probable that taxable profits
will be available against which those deductible temporary differences can
be utilized.

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 recognized amounts and there is an intention to settle on a net
basis or realize the asset and settle the liability simultaneously. Deferred
income 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 realize the asset and settle the liability simultaneously.

Deferred tax liabilities are recognized for taxable temporary differences
associated with investments in subsidiaries and associates, and interests in
joint ventures, except where the Company is able to control the reversal of
the temporary difference and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such investments are only
recognized to the extent that it is probable that there will be sufficient
taxable profits against which to utilize the benefits of the temporary

differences and they are expected to reverse in the foreseeable future.
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The carrying amount of deferred tax assets is reviewed at the end of each
reporting period and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of the deferred
tax asset to be recovered. The deferred tax assets which originally not
recognized is also reviewed at the end of each reporting period and
recognized to the extent that it is probable that sufficient taxable profits will
be available to allow all or part of the deferred tax asset to be recovered.
Deferred tax liabilities and assets are measured at the tax rates that are
expected to apply in the year in which the liability is settled or the asset is
realized, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period. The measurement
of deferred tax liabilities and assets reflects the tax consequences that would
follow from the manner in which the Company expects, at the end of the
reporting period, to recover or settle the carrying amount of its assets and
liabilities.
C. Current and deferred tax for the year
Current and deferred tax are recognized in profit or loss, except when they
relate to items that are recognized in other comprehensive income or
directly in equity, in which case, the current and deferred tax are also
recognized in other comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting for the
business combination.
5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY

In the application of the Company’s accounting policies, which are described in
Note 4, the Company is required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual

results may differ from these estimates.
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The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognized in the year in which the estimate
is revised if the revision affects only that year, or in the year of the revision and
future years if the revision affects both current and future years.

The following are the critical judgments, apart from those involving estimations,
that the Company has made in the process of applying the Company’s accounting
policies and that have the most significant effect on the amounts recognized in the
parent company only financial statements.

(1) Estimated impairment of accounts receivable

When there is objective evidence of impairment loss, the Company take into
consideration the estimation of future cash flows. The amount of the
impairment loss is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at the financial asset’s
original effective interest rate. Where the actual future cash flows are less than
expected, a material impairment loss may arise.

(2) Valuation of Inventory

Inventories are stated at the lower of cost or net realizable value, and the
Company use judgment and estimate to determine the net realizable value of
inventory at the end of each reporting period.

Due to the rapid industrial changes, the Company estimates the net realizable
value of inventory for obsolescence and unmarketable items at the end of
reporting period and then writes down the cost of inventories to net realizable
value. The net realizable value of the inventory is mainly determined based on
assumptions of future demand within a specific time horizon.

(3) Impairment of non-financial Assets

In the process of evaluating the potential impairment of tangible and intangible
assets other than goodwill, the Company is required to make subjective
judgments in determining the independent cash flows, useful lives, expected
future revenue and expenses related to the specific asset groups with the
consideration of the nature of technology industry. Any changes in these
estimates based on changed economic conditions or business strategies could

result in significant impairment charges or reversal in future years.
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(4) Revenue Recognition

In principle, goods sales revenue is recognized when the contract
performance obligation is met, in which the terms are described as per
Note 4. The Company records a provision for estimated future returns and
other allowances in the same period the related revenue is recorded. Provision
for estimated sales returns and other allowances is generally made and adjusted
at a specific percentage based on historical experience and any known factors
that would significantly affect the allowance, and our management periodically
reviews the adequacy of the percentage used.

(5) Realization of deferred income tax assets

Deferred income tax assets are recognized only to the extent that it is probable
that future taxable profit will be available against which the deductible
temporary differences can be utilized. Assessment of the realization of deferred
income tax assets involves critical accounting judgments and estimates of the
management, including the assumptions of expected future sales revenue
growth rate and profit rate, tax exempt duration, available tax credits, tax
planning, etc. Any variations in global economic environment, industrial
environment, and laws and regulations might cause material adjustments to
deferred income tax assets.

6. CONTENTS OF SIGNIFICANT ACCOUNTS

(1) CASH AND CASH EQUIVALENTS
December 31, 2020 December 31, 2019

Cash on hand $ 4,334 $ 3,947
Dz(r:r::irl:orllt(ieposits and checking 2,260,875 2,436,973
Cash equivalent
Time deposits 1,694,778 59,960
Repurchase agreements of bonds 532,373 1,721,278
Total $ 4,492,360 $ 4,222,158
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(A)The bank deposits and bonds interest rate as of December 31, 2020 and 2019

were as follows:
December 31, 2020 December 31, 2019

Demand deposits 0.00196~0.350%  0.00196~0.380%
Time deposits 0.35096~2.670% 2.380%

Repurchase agreements of bonds 0.24096~0.270%  0.520%95~2.300%

(B) The Company’s bank time deposit certificates which are three months past
the initial due dates are listed under the item of other financial assets-current.
Please refer to note 6(5).

(2) EINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR

LOSS
December 31, 2020

Mandatorily measured at FVTPL-current
Derivative financial instruments
Forward exchange contracts $ 5,827

(A)For the years ended December 31, 2020 and 2019, the main purpose for the
Company to engage in forward exchange contracts transactions is to evade
the risk resulting from the fluctuation of currency exchange rate. However,
those derivative assets and liabilities did not meet the criteria of hedge
effectiveness and therefore were not accounted for by using hedge
accounting.

(B) The contracts resulted in net loss of $5,163 thousand in 2020 and net loss of
$5,073 thousand in 2019, respectively.

(C) The undue derivative financial products were as follows:

. Contract Amout
December 31, 2020 Currency Maturity (in thousand)
Sell US$/NT$ January 4, 2021 to (URH 16,000

January 19, 2021

(3) NOTES AND ACCOUNTS RECEIVABLE- NET
December 31, 2020 December 31, 2019

Notes receivable $ 1,464 $ 178
Accounts receivable 7,519,002 8,211,148
Less: Loss allowance (91,118) (75,064)
Net 7,427,884 8,136,084
Receivables from related parties 286,826 610,414
Total $ 7,714,710 $ 8,746,498
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(A) The Company’s notes receivable are all undue.

(B) The Company does not hold any collateral for its notes receivable and
accounts receivable.

(C) The Company has adopted IFRS No. 15 as of January 1, 2019, with which
the estimated allowance for sales discounts is listed as the refund liabilities.
As of December 31, 2020 and 2019, the balance of the refund liabilities were
$ 332,539 thousand and $368,497 thousand (listed as other current
liabilities), respectively.

(D) The aging analysis of accounts receivable with expected credit losses were

determined as follows:
(a) December 31, 2020

Carrying amount of

Expected credit

Loss allowance for
lifetime expected

accounts receivable loss rate .
credit losses

Non past due $ 7,697,468 0% ~109% $ 76,550
Past due less than 30 90,824 004 ~169¢ 14,067

days
Past due 31-100 days 16,993 09 ~109% 24
Past due less than o o

101-180 days 131 50%6~60% 65
Past due 181-365

0

days 412 100% 412

Total $ 7,805,828 $ 91,118

(b) December 31, 2019

Carrying amount of

Expected credit

Loss allowance for
lifetime expected

accounts receivable loss rate .
credit losses

Non past due $ 8,695,283 09%6~10% $ 62,398
Past due less than 30 111,111 094 ~109¢ 11,276

days
Past due 31-100 days 12,155 09%6~10% 38
Past due less than o o

101-180 days 2,783 509% ~60% 1,122
Past due 181-365 o

days 230 1009 230
Total $ 8,821,562 $ 75,064

The above aging schedule was based on the past due date.
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(E) Movements of the allowance for doubtful accounts were as follows:

For the Year Ended December 31

2020 2019
Balance, beginning of year $ 75,064 $ 120,330
Provision (Reversal) 16,054 (38,559)
Amount written off — (6,707)
Balance, end of year $ 91,118 $ 75,064

(F)The Company has signed a non recourse accounts receivable factoring

agreement with the financial institution. Based on the factoring agreements,

losses from trade disputes (such as those on sales returns and discounts) are

borne by the Company while losses from credit are borne by the banks.

These accounts receivable met the derecognition criteria for financial assets

had transfer to other receivable.

The accounts receivables meeting the deletion terms have been transferred to

the account of other receivables, as of December 31, 2020 and December 31,

2019, these accounts receivable met the derecognized criteria were as

follows:

December 31, 2020

Purchaser of accounts  Receivables Credit Line Advances Interest Derecognized
receivable sold (in thousand) Received Rate amount
Financial institution $ 33,278 $ 2,563,200 $ 33,278 Note $ 33,278
December 31, 2019
Purchaser of accounts ~ Receivables Credit Line Advances Interest Derecognized
receivable sold (in thousand) Received Rate amount
Financial institution $ 369314 $ 3177880 $ 362,374 Note $ 369,314

Note: The interest rate of the withdrawn credit line is as per the agreed interbank interest rate, and the

rate is determined piece by piece.

The above credit lines may be used on a revolving basis.
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(4) INVENTORIES

December 31, 2020 December 31, 2019

Raw materials $ 388,003 $ 323,248
Supplies 122,364 115,126
Work in process 682,166 588,969
Finished goods 769,560 655,070
Goods 456,043 252,361
Total $ 2,418,136 $ 1,934,774

(A) As of December 31, 2020 and 2019, the allowance for inventory devaluation
(including normal and idle products) were $528,201 thousand and $726,862
thousand, respectively.

(B) The cost of inventories recognized as cost of sales for the years ended

December 31, 2020 and 2019 were as follows:
For the Year Ended December 31

2020 2019

The cost of goods sold $ 31,073,131 $ 35,905,477
Provision for (Reversal of) loss

on inventories 16,331 19,230
Loss on scrapped inventories 13,548 (38,041)
Income from scrap sales (211,970) (190,204)
Unamortized fixed

manufacturing costs 1,919 150,023
Total $ 30,892,959 $ 35,846,485

(5) OTHER CURRENT FINANCIAL ASSETS
December 31, 2020 December 31, 2019

Non-cash equivalent of time deposits ~ $ 1,323,616 $ 839,440
Restricted time deposits 9,900 —
Total $ 1,333,516 $ 839,440

The interest rate interval of the balance sheet date of the financial were as

follows:
December 31, 2020 December 31, 2019
Interest rate interval 0.06096~0.7909¢ 2.20095~2.45094

Detail of the other current-financial assets to others as collateral are provided in

Note 8.
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(6) INVESTMENT ACCOUNTED FOR EQUITY METHOD
% of Ownership and

Carrying Amount Voting Right Held by the
Company
Subsidiaries December 31, December 31, December  December
2020 2019 31, 2020 31, 2019
Subsidiaries:
::'ILI'\'/IAIFEDS HOLDINGS $ 21,592,751  $ 19,628,406 100.00% 100.00%
IIDI\I?\I;IIECS'?\FII:I/IES'\I'/ ETD. 639,175 586,735 100.00% 100.00%
Hua Nian Investment Ltd. 172,752 206,582 100.00% 100.00%
LITON HOLDINGS LIMITED 1,481 1,678 100.00% 100.00%
Total $ 22,406,159  $ 20,423,401

The equity method was adopted for recognizing subsidiary’s profit or loss and
the share of other comprehensive profit or loss of 2020 and 2019, in which the
recognition was calculated according to the subsidiary’s financial statements
audited by the CPA in the same period.

(7) PROPERTY, PLANT AND EQUIPMENT
For the Year Ended December 31, 2020

Balance,
Item Beginning of Additions Disposals Reclassifications Balance, End
of year
year

Cost
Land $ 674929 $ 4219 $ - $ - $ 679,148
Buildings and structures 3,526,570 13,765 1,168 — 3,539,167
Machinery and _

equipment 11,541,292 1,222,087 328,687 12,434,692
Computer equipment 118,684 6,284 5,768 — 119,200
Testing equipment 1,654,169 268,230 46,904 — 1,875,495
Pollution Prevention

equipment 598,082 42,455 1,572 — 638,965
Transportation _

equipment 47,454 5,160 5,399 47,215
Office equipment 49,751 — 352 — 49,399
Other facilities 4,379,991 323,639 39,626 — 4,664,004
Construction in

progress 372,666 (55,198) — — 317,468
Total $ 22963588 $ 1830641 3 429476 $ — $ 24,364,753
Accumulated depreciation and impairment
Buildings and structures $ 2,851,449 $ 108,350 $ 1,097 $ — $ 2,958,702
Machinery and -

equipment 7,046,578 833,079 289,454 7,590,203
Computer equipment 97,734 8,064 5,595 — 100,203
Testing equipment 819,626 131,403 42,412 — 908,617
Pollution Prevention

equipment 401,367 31,309 1,473 — 431,203
Transportation B

equipment 30,353 3,916 2,086 32,183
Office equipment 47,954 55 352 — 47,657
Other facilities 3,226,214 239,708 36,194 — 3,429,728
Total 14521275 $ 1355884 $ 378,663 $ — 15,498,496
Net $ 8,442,313 $ 8,866,257
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For the Year Ended December 31, 2019

Balance, Balance, End
Item Beginning of Additions Disposals Reclassifications '
of year
year
Cost
Land $ 674929 $ - $ - $ - $ 674,929
Buildings and structures 3,531,308 5,057 (9,795) — 3,526,570
Machinery and 11,623,847 406,800 (489,355) — 11541202
equipment
Computer equipment 117,614 7,663 (6,593) — 118,684
Testing equipment 1,618,042 125,818 (89,691) — 1,654,169
Pollution Prevention 584,441 22,333 (8,692) - 598,082
equipment
Transportation 43,999 3,455 - - 47,454
equipment
Office equipment 54,822 — (5,071) — 49,751
Other facilities 4,215,294 227,587 (62,890) — 4,379,991
Construction in 318,857 53,800 - - 372,666
progress
Total $ 22,783,153 $ 852522 $ (672,087) $ — $ 22,963,588
Accumulated depreciation and impairment
Buildings and structures $ 2,748,869 $ 111480 $ (8,900) $ — $ 2851449
Machinery and 6,709,781 780,085 (443288) - 7,046,578
equipment
Computer equipment 95,556 8,499 (6,321) — 97,734
Testing equipment 784,280 116,498 (81,152) — 819,626
Pollution Prevention 378,626 30,005 (7,264) - 401,367
equipment
Transportation 26,200 4,153 - - 30,353
equipment
Office equipment 52,768 60 (4,874) — 47,954
Other facilities 3,053,293 231,809 (58,888) — 3,226,214
Total 13,849,373 $ 1282589 $ (610,687) $ — 14,521,275

Net $ 8,933,780 $ 8442313

(A)The significant part of the Company’s buildings include main plants and
affiliated equipment and the related depreciation is calculated using the
estimated useful lives of 20 to 35 years, and 5 to 30 years, respectively.

(B) The Company mortgaged or pledged property, plant and equipment, see
Note 8.
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(8) LEASE

(A) Right-of-use assets

Carrying amounts December 31, 2020 December 31, 2019
Land $ 7,279 $ 5,905
Buildings 129,703 28,433
Machinery and equipment 22,852 50,986
Total $ 159,834 $ 85,324

Depreciation of For the Year Ended December 31

right-of-use assets 2020 2019
Land $ 3,992 $ 2,920
Buildings 19,972 10,373
Machinery and equipment 28,133 22,754
Total $ 52,097 $ 36,047

For the year ended December 31, 2020 and 2019, the addition to right-of-
use assets were $126,607 thousand and $62,247thousand, respectively.

(B) Lease liabilities

Carrying amounts December 31, 2020 December 31, 2019
Lease liabilities-current $ 40,315 $ 43,092
Lease liabilities-noncurrent 112,494 34,657
Total $ 152,809 $ 77,749

Ranges of discountrates for

lease liabilities 1.676%~2.782% 1.676%~2.782%

(C) Other lease information

ltems affecting For the Year Ended December 31
profit or loss 2020 2019
Interest expense on lease
Expenses relating to short-
term and low-value assets $ 4,813 $ 6,217
leases

For the year ended December 31, 2020 and 2019, the Company’s cash
outflow for leases were $59,479 thousand and $51,536 thousand,

respectively.
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(9) INTANGIBLE ASSETS

For the Year Ended December 31, 2020

Balance,
Item Beginning of Additions Disposals
year

Balance, End
of year

Cost
Software and systemcost ~ $ 91,099 3 4683 $ (15407) $ 80,375

Accumulated amortization

Software and system cost 51,535 13,175 (15,407) 49,303

Net $ 39564 $ (8492 $ — $ 31072

For the Year Ended December 31, 2019

Balance, Balance, End
Item Beginning of Additions Disposals '
year of year

Cost
Software and systemcost $ 104526  $ 6,523 $ (19,950) $ 91,099

Accumulated amortization

Software and system cost 56,271 15,214 (19,950) (51,535)

Net $ 48255 $  (8691) $ — $ 39564

Amortization for 2020 and 2019 were recognized in operating cost and
operating expenses $645 thousand, $12,530 thousand, $523 thousand, $14,691
thousand, respectively.

(10) NOTES PAYABLE AND ACCOUNTS PAYABLE
December 31, 2020 December 31, 2019

Notes payable $ — $ —
Account payable 1,948,939 2,191,587
Payable to related parties 3,185,440 4,711,287
Total $ 5,134,379 $ 6,902,874

(A)The average credit purchase period of payables is 60 to 120 days. The
Company has set up its financial risk management policy, so as to ensure
that all the payables could be liquidated within the agreed credit period.

(B)For the disclosure of the Company’s payables exposing currency and

liquidity risks and other payables, please refer to Note 12.
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(11) OTHER PAYABLES

December 31, 2020 December 31, 2019

Machinery and Equipment payable  $ 819,017 $ 519,765
Employee Bonus payable 117,751 100,175
Salary and wages payable 135,999 125,773
Annual bonuses payable 801,390 453,703
Commissions payable 57,596 75,482
Processing payable 291,308 289,577
Maintenance payable 128,487 129,594
Interest payable 1,573 2,883
Employee vacation payable 61,246 57,418
Freight charge payable 34,341 46,792
Compensation payable 98,906 272,407
Other payable 169,962 161,992
Total $ 2,717,576 $ 2,235,561

(12) PROVISIONS- CURRENT

For the Year Ended December 31, 2020

Other coorrﬁrrggtss Total
Balance, beginning of the year $ 166,725 $ 2225 % 168,950
Recognized (Reversed) 39,698 (2,213) 37,485
Balance, end of the period $ 206,423 % 12 $ 206,435

For the Year Ended December 31, 2019
Onerous

Other contracts Total
Balance, beginning of the year $ 156,572  $ 4626 % 161,198
Recognized (Reversed) 10,153 (2,401) 7,752
Balance, end of the period $ 166,725 $ 2225 % 168,950

(A) Other liability reserves refer to the estimation of the accrued expenses with
the liability reserve character, which is written off when the expense is
incurred.

(B) The onerous contract loss reserve refers the loss on onerous contracts
recognized due to the fulfillment cost of signed contracts exceeding
expected economic effect. The estimation is written off when a contract is
fulfilled.

(C) Given that the aforesaid reserve was prepared for the short run or for

discount and the impact was not significant, they were not discounted.
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(13) LONG-TERM BORROWINGS

December31, December31,
2020 2019

Creditors Description No. Amount Amount Expiry Date
Chang Hwa Bank b;ig‘\jvrfndgs 1% — $ 400,000 09/11/2021
Land Bank of Taiwan " 1 — 400,000 10/12/2021
Mégsklnternational Commercial- , 1 B 150,000  10/22/2021
Chang Hwa Bank " 1 50,000 — 09/11/2023
Land Bank of Taiwan ” 1 50,000 — 12/11/2023
Industrial Bank of Taiwan ;:) Tfﬁx%‘i 2 52,941 123529  08/15/2021
Far Eastern International Bank n 3 — 250,000 08/18/2021
Bank of Taiwan " 1 — 500,000 09/06/2021
Bank of Panshin ” 4 — 100,000 11/30/2021
E. Sun Bank " 1 — 200,000 05/30/2022
KGI Bank " 5 300,000 300,000 10/04/2022
Bank of Taiwan " 1 50,000 —  06/15/2023
Bank of Panshin " 4 100,000 — 07/31/2023
T?Er?iioiulzz:)commemial pank " 6 4,200,000 4,200,000 06/28/2024
Chang Hwa Bank ” 7 150,000 —  05/15/2025
Chang Hwa Bank ” 7 200,000 —  06/15/2025
M;gsklnternational Commercial- , 8 75,000 — 06/15/2025
E. Sun Bank " 7 100,000 — 06/15/2025
Bank of Taiwan " 7 250,000 — 06/15/2025
E. Sun Bank " 7 100,000 — 07/15/2025
Far Eastern International Bank ” 7 250,000 — 07/15/2025
M;gsklntemational Commercial- , 8 75,000 — 07/1512025
Land Bank of Taiwan " 7 350,000 — 07/15/2025
Bank of Taiwan " 7 200,000 — 09/15/2025
Total $ 6552941 $ 6,623,529
Current $ 52,941 $ 90,588
Noncurrent $ 6,500,000 $ 6,532,941
Rate 0.450%~1.797% 1.263%~1.797%
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(A)Please refer to Note 8. For property, plant and equipment pledged as
collateral for long-term borrowing.
(B) Explanation:

No.1: Three-year term loan, become due once repay, interest to be paid
monthly.

No.2: Seven-year term loan, repayable in 17 installments, interest to be paid
monthly.

No.3: Three-year one month term loan, become due once repay, interest to
be paid monthly.

No.4: Three-year term loan, repayable in 5 installments, interest to be paid
monthly.

No.5: Three-year term loan, repayable in 3 installments, interest to be paid
monthly.

No.6: Five-year term loan, repayable in 5 installments, interest to be paid
monthly. Also, as agreed, within the loan duration, specific current
ratio, debt ratio and times of interest earned shall be maintained in
accordance with the yearly consolidated financial statements.

No.7: Five-year term loan, repayable in 24 installments, interest to be paid
monthly.

No.8: Five-year term loan, repayable in 25 installments, interest to be paid
monthly.

(14) RETIRED BENEFIT PLANS

(A) Defined contribution plans
The Compeq Company adopted a pension plan according to the Labor
Pension Act (the “LPA”), which is a defined contribution plan. Based on
the LPA, the Corporation makes monthly contributions to employees’
individual pension accounts at 6% of monthly salaries and wages.
Accordingly the Company recognized expenses of $108,738 thousand and
$104,101 thousand in the parent company only statements of comprehensive

income ended December 31, 2020 and 2019, respectively.
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(B) Defined benefit plans

(@) The Compeg Company adopted the defined benefit plan under the Labor
Standards Law, under which pension benefits are calculated on the basis
of the length of service and average monthly salaries of the six months
before retirement. The company contributed amounts equal to 5% of
total monthly salaries and wages to a pension fund administered by the
pension fund monitoring committee. Pension contributions are deposited
in the Bank of Taiwan in the committee’s name.
Before the end of each year, the Company assesses the balance in the
pension fund. If the amount of the balance in the pension fund is
inadequate to pay retirement benefits for employees who conform to
retirement requirements in the next year, the Company is required to
fund the difference in one appropriation that should be made before the
end of March of the next year. The pension fund is managed by the
Bureau of Labor Funds, Ministry of Labor (”the Bureau”); the Company
has no right to influence the investment policy and strategy.

(b) The pension costs of the defined benefit plans recognized in the parent

company only statements of comprehensive income were as follows:
For the Year Ended December 31

2020 2019

Current service cost $ 12,507 $ 14,615
Net interest on the defined

benefit liabilities 5,243 7,419
Recognized in profit or loss 17,750 22,034
Remeasurement:
Expected return on plan assets (32,597) (34,544)
Actuarial loss (gain) arising from 51.400 42,588

experience adjustments

Actuarial loss (gain) arising from
changes in demographic 1,202 (682)
assumptions

Actuarial loss (gain) arising from
changes in financial 80,881 45,439
assumptions

Components of defined benefit

cost recognized in other 100,886 52,801
comprehensive income
Total $ 118,636 $ 74,835
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The pension costs of the defined benefit plans were recognized in profit

or loss by the follows categories:
For the Year Ended December 31

2020 2019
Operating costs $ 13,635 $ 16,977
Selling and marketing expenses 268 322
General and administrative 2,000 2,406
expenses
Research and development 1,847 2,329
expenses
Total $ 17,750 $ 22,034

(c) The amount arising from the defined benefit obligations of the Company

in the parent company only balance sheets were as follows:
December 31, 2020 December 31, 2019

Present value of defined

benefit obligation $ 1,832,436 $ 1,762,277
Fair value of plan assets (1,110,859) (1,037,035)
Net defined benefit liabilities $ 721,577 $ 725,242

(d) Movements in the present value of the defined benefit obligations were

as follows:
For the Year Ended December 31
2020 2019
Balance, beginning of year $ 1,762,277 $ 1,720,726
Current service cost 12,507 14,615
Interest cost 13,030 16,976
Benefits paid from plan assets (88,861) (77,385)
Defi . .
eg;gf’r‘z gbies?ﬁaft'ito?]b“ga“"” 1,698,953 1,674,932
Re-measurement:
Actuarial loss (gain) arising
from experience 51,400 42,588
adjustment
Actuarial loss (gain) arising
from changes in 1,202 (682)

demographic assumptions

Actuarial loss (gain) arising
from changes in financial 80,881 45,439
assumptions

Ending of defined benefit
obligation $ 1832436 $ 1,762,277
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(e) Movements in the fair value of the plan assets were as follows:
For the Year Ended December 31

2020 2019
Balance, beginning of year $ 1,037,035 $ 953,463
Expected return on plan assets 7,787 9,557
Re-measurement:

Return on plan assets 32,597 34,544
C‘m{‘)ﬁ’g)t/'e‘ins from the 122,301 116,856
Benefits paid from plan assets (88,861) (77,385)
Balance, end of year $ 1,110,859 $ 1,037,035
Actual return of plan assets $ 40,385 $ 44,101

(f) The fair value of the plan assets by major categories at the end of

reporting period were as follows:
December 31, 2020 December 31, 2019

Cash and cash equivalents $ 1,110,859 $ 1,037,035

(9) The actuarial valuations of the present value of the defined benefit
obligation were carried out by qualified actuaries. The principal

assumptions of the actuarial valuation were as follows:
December 31, 2020 December 31, 2019

Discount rate 0.30% 0.75%
Future salary rate increase 1.00% 1.00%

Through the defined benefit plans under the Labor Standards Law, the

Company is exposed to the following risks:

a. Investment risk: The pension funds are invested in equity and debt
securities, bank deposits, etc. The investment is conducted at the
discretion of the government’s designated authorities or under the
mandated management. However, under the Labor Standards Law, the
rate of return on assets shall not be less than the average interest rate
on a two-year time deposit published by the local banks and the
government is responsible for any shortfall in the event that the rate of

return is less than the required rate of return.
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b. Interest risk: A decrease in the government bond interest rate will

increase the present value of the defined benefit obligation; however,
this will be partially offset by an increase in the return on the debt
investments of the plan assets.
Assuming a hypothetical decrease in interest rate at the end of the
reporting period contributed to a decrease of 0.25% in the discount
rate and all other assumptions were held constant, the present value of
the defined benefit obligation would increase by $47,408 thousand
and $47,196 thousand as of December 31, 2020 and 2019,
respectively.

c. Salary risk: The present value of the defined benefit obligation is

calculated by reference to the future salaries of plan participants. As
such, an increase in the salary of the plan participants will increase the
present value of the defined benefit obligation.
Assuming the expected salary rate increases by 0.25% at the end of
the reporting period and all other assumptions were held constant, the
present value of the defined benefit obligation would increase by
$46,954 thousand and $46,959 thousand as of December 31, 2020 and
2019, respectively.

The sensitivity analysis presented above may not be representative of the

actual change in the defined benefit obligation as it is unlikely that the

change in assumptions would occur in isolation of one another as some
of the assumptions may be correlated.

Furthermore, in presenting the above sensitivity analysis, the present

value of the defined benefit obligation has been calculated using the

projected unit credit method at the end of the reporting period, which is
the same as that applied in calculating the defined benefit obligation
liability recognized in the parent company only balance sheets.

(h) The Company expects to make contributions of $104,517 thousand to the

defined benefit plans in the next year starting from December 31, 2020.

The weighted average duration of the defined benefit obligation is 10

years.
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(15). EQUITY
(A) Capital stock
December 31, 2020 December 31, 2019

Numbers of shares authorized $ 16,000,000 $ 16,000,000

Shares issued $ 11,918,206 $ 11,918,206

(@) The capital stock represents common stock with 10 dollars par value, and
carry one vote per share and the right to dividends.

(b) The Compeq Company’s authorized capital was $16,000,000 thousand
by Ministry of Economic Affairs, including 100,000 thousand shares
reserved for the conversion of employee’s stock warrants and 308,179
thousand shares of convertible bonds payable, which have not been
issued.

(B) Capital surplus
December 31, 2020 December 31, 2019

Convertible bonds $ 035,127 $ 035,127
Accruec_i interest-premium of 30,609 30,609
convertible bonds

Other 94,490 51,162
Total $ 1,060,226 $ 1,016,898

Under the Securities and Exchange Act, capital surplus can only be used to
offset a deficit when reserves are insufficient. However, the capital surplus
from share issued in excess of par (additional paid-in capital from issuance
of common shares, conversion of bonds and treasury stock transactions) and
donations may be capitalized, which however is limited to 10% of the
Company’s paid-in capital and once a year. Under the Company Act newly
revised on January 4, 2012, capital surplus shall be distributed by cash. Also,
the capital surplus from long-term investments may not be used for any

purpose.
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(C) Retained earnings
(@) The Compeq Company’s articles of incorporation are as follows:

After the annual accounting settlement, if The Compeq Company has
any earnings left, it shall first use the earnings to cover losses by law,
followed by setting aside 10% of the remaining earnings as the legal
surplus reserve. However, it is not limited to the circumstance where the
legal surplus reserve has already reached the paid-up capital. Then, after
setting aside the legal surplus reserve as required by law or competent
authorities or reversing the special surplus reserve, the balance becomes
the distributable earnings of the prevailing year. The distributable
earnings of the prevailing year along with the undistributed earnings
accumulated in the beginning of the same period are the earnings
available for distribution, which shall be distributed in accordance with
the principle below:

a. Given that The Compeqg Company is in the technology industry and by
considering the needs for reinforcing its corporate financial structure,
fostering its operating earnings and expanding its business scale, it
plans to adopt the residual dividend policy to strength its growth and
sustainable operation.

b. According to the factors in the current and future investment
environment, capital requirements, profitability, local and foreign
competition status and capital budgeting, the board of directors of The
Compeg Company plans to draft an earnings distribution proposal,
which will be resolved by the board of shareholders. When distributing
earnings, the earnings to be distributed shall come from those that are
available for distribution, and, in principle, the contribution amount
shall be no lower than 10% of the distributable earnings of the
prevailing year.

c. The Compeq Company may distribute its earnings by cash or stock, in
which, in principle, the ratio of cash dividend shall not be lower than

50% of the total dividend amount.
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(b) The Compeq Company has separately set up its employee remuneration
distribution policy in its articles of incorporation. The information about
the employee and director’s compensation, please refer to Note 6(23).

(c) According to the revised Company Law, effective January 2012, the
appropriation for legal capital reserve shall be made until the reserve
equals the Company’s paid-in capital. The reserve may be used to offset
a deficit, or be distributed as dividends in cash or stocks for the portion
in excess of 25% of the paid-in capital if the Company incurs no loss.

(d) Pursuant to existing regulations, The Compeq Company is required to set
aside additional special reserve equivalent to the net debit balance of the
other components of shareholders’ equity items (including exchange
differences on translating foreign operations, unrealized gain [loss] on
available-for-sale financial assets, and the gain or loss on the hedging
instrument relating to the effective portion of a cash flow hedge). For any
subsequent reversal of other net deductions from shareholders’ equity,
the amount reversed may be distributed.

(e) Under Rule No. 1010012865 issued by the FSC on April 6, 2012 on the
first-time adoption of Taiwan-IFRSs, the Compeq Company should
appropriate to a special reserve an amount that is the same as these of
unrealized revaluation increment and cumulative translation differences
(gains) transferred to retained earnings as a result of the Compeq
Company’s use of exemptions under IFRS 1. However, at the date of
transition to Taiwan-IFRSs, if the increase in retained earnings that
resulted from all Taiwan-IFRSs adjustments is not sufficient for this
appropriation, only the increase in retained earnings that resulted from all
Taiwan-1FRSs adjustments will be appropriated to special reserve. This
special reserve may be reversed in proportion to the usage, disposal or
reclassification of the related assets and thereafter distributed. The
Copmeqg Company without appropriated the special reserve because the
unrealized revaluation increment and cumulative translation differences

(gains) transferred to retained earnings were both recognize $0 thousand.
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(f) The Compeq appropriations of earnings for 2020 had been proposed in
the meeting of Board of Directors held on March 11, 2021. The

appropriations and dividends per share were as follow:

Appropriation of Dividends per
Earnings Share (NT$)
Legal reserve $ 456,399
Cash dividends 1,787,731 1.50
Total $ 2,244,130

The appropriations of earnings, profit sharing to employees and bonus to
members of the Board of Directors for 2020 are to be presented for
approval in the Compeq’s shareholders’ meeting to be held on June 10,
2021 (expected).

(9) The Compeq Company’s earning allocation for the previous year of 2019
and 2018, were approved in the regular meeting of shareholders on June
18, 2020 and on June 13, 2019, respectively. The actual allocation of
employees’ bonus and remuneration to director auditors is the same as
the proposed allocation passed by the board of directors. The

appropriations and dividends per share were as follows:

For Fiscal Year 2019 For Fiscal Year 2018
Appropriation of Dividends per Appropriation of Dividends per
Earnings Share (NT$) Earnings Share (NT$)
Legal reserve $ 382,242 $ 239,973
Cash dividends 1,430,185 $1.20 953,456 $0.80
Total $ 1,812,427 $ 1,193,429

(D) Other equity items

For the Year Ended December 31, 2020

Exchange

differences on Unrealized gain

translation of finan(éci)aslségsnets at Total
foreign FVTOCI
operations
Balance, beginning of year $ (421,011) $ 39 $  (420972)
Exchange differences on
translgtion of foreign operations 254,374 - 254,374
Exchange differences on
translation of foreign operations (50,875) — (50,875)
income tax
Unrealized gain (loss) on financial
assets at fair value through other — (11,243) (11,243)
comprehensive income
Unrealized gain (loss) on financial
assets at fair value through other — 2,249 2,249
comprehensive income tax
Balance, end of year $ (217512) $ (8,955) $ (226,467)
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For the Year Ended December 31, 2019

Exchange

. Unrealized gain
differences on g

X (loss) on
trar;glraetilé): of financial assets at Total
operations FVTOCI
Balance, beginning of year $ 143,110 $ — $ 143,110
Exchange differences on _
translation of foreign operations (705,152) (705,152)
Exchange differences on
translation of foreign operations 141,031 — 141,031

income tax

Unrealized gain (loss) on financial
assets at fair value through other — 49 49
comprehensive income

Unrealized gain (loss) on financial
assets at fair value through other — (10) (10)
comprehensive income tax

Balance, end of year $ (421011) $ 39 $  (420,972)

(16) EARNINGS PER SHARE

For the Year Ended December 31

2020 2019

Basic EPS $ 3.91 $ 3.21

Diluted EPS $ 3.90 $ 3.19

EPS is computed as follows:
(A) Basic earnings per share

For the Year Ended December 31

2020 2019

Net income for the period
attributable to owners of the $ 4,664,701 $ 3,822,418
Corporation

Weighted average number of
ordinary shares outstanding (in 1,191,821 1,191,821
thousand shares)

Basic EPS $ 3.91 $ 3.21
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(B) Diluted earnings per share

Net income for the period

attributable to owners of the

Corporation

Weighted average number of
ordinary shares outstanding

(in thousand shares)
Assumed conversion of all

dilutive potential ordinary

shares

Employees’ remuneration

(in thousand shares)

Weighted average number of

dilutive ordinary shares
outstanding (in thousand
shares)

Diluted EPS

(17) OPERATING REVENUES

For the Year Ended December 31

2020 2019

$ 4664701 $ 3822418
1,191,821 1,191,821

4,652 4,772

1,196,473 1,196,593

$ 390 $ 3.19

The analysis of the Company operating revenues was as follows:
For the Year Ended December 31

Taiwan
United States
Asia

Europe
Other

Total

(18) OTHER INCOME

Rent income
Premium income
Other income, other
Total

2020 2019
$ 1157876 $ 612,852
1,025,957 538,576
33,031,971 37,827,141
210,270 115,260

50,802 67,724

$ 35476876 $ 39,161,553

For the Year Ended December 31

2020 2019
$ 229 $ 229
360,465 401,407
310,069 150,859
$ 670,763 $ 552,495
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(19) OTHER GAINS AND LOSSES

For the Year Ended December 31

2020 2019

Gains on (_Jllsposal of property, plant $ (18.876) $ (35,037)

and equipment (losses)
Foreign exchange gains (losses) (271,821) (168,480)
Gains on financial assets (liabilities)

at fair value through profit or losses (5,163) (5,073)
Onerous contracts (losses) 2,213 2,401
Miscellaneous disbursements (70,557) (275,955)
Total $ (364,204) % (482,144)

(20) FINANCE COSTS

For the Year Ended December 31

2020 2019
Interest expense $ 109,982 3 122,365
Interest on lease liabilities 3,119 1,697
Procedural expense 11,269 14,930
Less: interest capitalized (2,163) (2,155)
Total $ 122,207  $ 136,837
Capitalization rates 1.44496~1.695%  1.65495~1.692%

(21) SHARE OF PROFIT OF SUBSIDIARIES, ASSOCIATES AND JOINT

VENTURES
For the Year Ended December 31
2020 2019
Share of profit of subsidiaries $ 2,661,693 $ 3,036,674
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(22) INCOME TAX

(A) Income tax recognized in profit or loss

(@) Income tax expense consisted of the following:
For the Year Ended December 31

2020 2019
Current income tax expense
Current tax expense
recognized in the current $ 706,397 $ 470,750
year
Additional 10% tax on
undistributed earnings 77,339 59,114
Adjustments for prior year’s
income tax 3,337 (1,129
Income tax credits (71,687) —
Other income tax adjustments (89,475) —
625,911 528,735
Deferred income tax expense
(benefit)
The origination and reversal
of temporary difference 433,562 489,518
433,562 489,518

Income tax expense recognized
in profit or loss $ 1089473 § 1,018,253

(b) A reconciliation of income before income tax and income tax expense

recognized in profit or loss was as follows:
For the Year Ended December 31

2020 2019
Tax calculated based on profit
before tax and statutory tax ~ $ 1,144,835 $ 968,134
rate
Tax effect of adjusting items:
Nondeductible (deductible
items in determining (438,438) (497,384)
taxable income
Additional income tax on
undistributed earnings 77,339 59,114
The origination and reversal of
temporary difference 433,562 489,518
Adjustments for prior year’s
income tax 3,337 (1.129)
Income tax credits (71,687) —
Other income tax adjustments (89,475) —

Income tax expense recognized
in profit or loss $ 1059473 $ 1018253

Given that the earnings distribution will not be finalized until the 2020
shareholders’ meeting is held, the potential income tax effect of imposition
income tax on the 2019 undistributed earnings has yet to be reliably

determined.
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(B) Current tax assets and liabilities
December 31, 2020 December 31, 2019

Current tax liabilities
Income tax payable $ 422,671 $ 417,213

(C) Income tax expense (benefit) recognized in other comprehensive income
For the Year Ended December 31
2020 2019

Deferred tax expenses (income)
Current year
Exchange differences on
translation of foreign $ 50,875 $ (141,031)
operations
Uprealizefl gain (Ios];s) on I
inancial assets at fair value
through other comprehensive (2,249) 10
income
Remeasurement of defined
benefit obligation (20,177) (10,560)
Income tax expense (benefit)
recognized in the components of $ 28,449 $ (151,581)
other comprehensive income

(D) Deferred income tax balance
(a) The analysis of deferred income tax in the parent company only Balance

Sheets was as follows:
For the Year Ended December 31, 2020

Recognized in

Balance, Recognized Other
Beginning in Profit Comprehensive Balance,
of year or Loss Income End of year
Temporary difference
Accounts receivable  $ 78930 $ (4582 $ - $ 74,348
Inventories 145,969 (40,166) — 105,803
Property, plant and 117 (117) — —
equipment
Financial liabilities at — 1,165 — 1,165
fair value through
profit or loss
Other payables 83,792 (31,994) — 51,798
Provisions 13,084 14,497 — 27,581
Net defined benefit 148,975 (22,836) 20,177 146,316
liabilities
Other current 38,357 13,651 — 52,008
liabilities
Unrealized loss on 24,034 (18,128) — 5,906
exchange
Exchange differences 105,253 — (50,875) 54,378
on translation of
foreign operations
Other — 23,149 — 23,149
Deferred tax assets $ 638511 $ (65361) $ (30,698) $ 542,452
Temporary difference
Investment gain $ 2518362 3 359,522 % - $ 2,877,884
Compensation income 12,551 (12,544) — 7

Deferred tax liabilities $ 2,530,913 $ 346,978

©“

— $ 2,877,891
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For the Year Ended December 31, 2019

Recognized in

Balance, Recognized Other
Beginning in Profit Comprehensive Balance,
of year or Loss Income End of year
Temporary difference
Accounts receivable  $ 91,525 $ (12,595) $ - $ 78,930
Inventories 191,550 (45,581) — 145,969
Property, plant and 128 (11) — 117
equipment
Other payables 81,298 2,494 — 83,792
Provisions 11,534 1,550 — 13,084
Net defined benefit 157,380 (18,965) 10,560 148,975
liabilities
Other current 35,432 2,925 — 38,357
liabilities
Unrealized loss on 1,850 22,184 — 24,034
exchange
Exchange differences — — 105,253 105,253
on translation of
foreign operations
Deferred tax assets $ 570,697 $ (47,999) $ 115,813  $ 638,511
Temporary difference
Investment gain $ 2061836 $ 456,526  $ — $ 2,518,362
Exchange difference 35,778 — (35,778) —
on translation of
foreign operations
Compensation income 27,558 (15,007) — 12,551

Deferred tax liabilites ~ $ 2,125,172  $ 441519 $ (35,778) $ 2,530,913

(b) Items for which no deferred tax assets have been recognized
December 31, 2020 December 31, 2019

Deductible temporary $

differences 30,357  $ 40,357

(c) The reduction in income tax expenses of the year about the laws and
decrees, items, income tax credits and expiry date of unused income tax
credits were as follows: None.

(E) Income tax assessments
The Compeq Company’s income tax was returns through 2018 have been

assessed by the tax authorities.
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(22) THE PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENSES

OF THE COMPANY
For the Year Ended For the Year Ended
December 31, 2020 December 31, 2019
Classified - csified Classified ) osified
as . as .
. as operating Total . as operating Total
operating operating
expenses expenses
cost cost
Personnel expenses $3,156,483 $ 900,668 $4,057,151 $2,783,158 $ 771,495 $3,554,653
Direct labor 1,391,509 — 1,391,509 1,330,710 — 1,330,710
Payroll expense 1,231,712 777,650 2,009,362 942,044 650,443 1,592,487
Insurance expense 228,713 54,670 283,383 214,462 53,210 267,672
Pension 96,286 30,202 126,488 95,048 31,087 126,135
Board - 6,567 6,567 = 5,400 5,400
compensation
Others 208,263 31,579 239,842 200,894 31,355 232,249
Depreciation 1,377,076 30,905 1,407,981 1,288,080 30,556 1,318,636
Amortization 2,622 12,530 15,152 2,051 14,691 16,742

(A) As of December 31, 2020 and 2019, the Company had $4,503 and $4,382
employees, respectively. There were 4 non-employee directors for both year.

(B)The Company’s average employee benefit expense for the year ended
December 31, 2020 and 2019 were $900 thousand and $811 thousand,
respectively. The Company’s average salary expense for the ended
December 31, 2020 and 2019 were $784 thousand and $697 thousand,
respectively. The Company’s average salary expense adjustment for the year
ended December 31, 2020 increased by 12.57%.

(C) The Company has established the Audit Committee in replace of supervisors
and therefore the supervisors’ remuneration for the year ended December 31,
2020 and 2019 were both nil.

(D) The Company's compensation policies—directors, managers and employees :
(a)The compensation of directors shall be paid in accordance with the

resolution of the board of directors for each attendance of the board of
directors. The directors and independent directors shall receive fixed
compensation. It is reviewed by the Compensation Committee then

submitted to the board of directors for approval.
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(b)The compensation of employees shall be handled in accordance with the
company's “salary payment method, bonus/allowance payment method,
attendance management method, performance management method,
indirect employee salary assessment method", and the salary shall be
determined according to their position, seniority, job title and
professional ability , Year-end bonuses and profit sharing bonus to
employees shall be determined to the company’s actual operating
conditions and employees’ personal work performance.

(c) The compensation paid to managers is linked to the company's operating
performance. The compensation is reviewed by the Compensation
Committee then submitted to the board of directors for approval.

(E) According to the articles of the Compeq Company, if the Compeq Company
has any profit in its comprehensive income statement of the prevailing year,
2% of the aforesaid profit shall be contributed for the employee
compensation. The aforesaid profit refers to the benefit earned before
deducting employee compensation from before-tax net profit. However, in
case that the Compeq Company has any accumulated loss, it shall reserve an
amount to cover the loss before contributing the amount for employee
compensation according to the aforesaid ratio.

The preceding employee compensation can be distributed by either stock or

cash, which shall be adopted by a majority of the directors of the Compeq

Company present at the meeting attended by more than two-thirds of the

entire body of directors and reported to the board of shareholders before

implementation.

(F) The estimate of the Compeq Company’s employee compensation for 2020
and 2019 was $116,820 thousand and $98,789 thousand respectively.
According to the profit status as of the prevailing period, the aforesaid
estimates were listed as operating cost and operating expenses pursuant to
the articles of incorporation. Any change in the annual financial statements
after its publication day shall be processed according to the accounting
estimate change, in which the change amount shall be adjusted and recorded

in the following year.
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(G)The Compeq Company’s profit sharing bonus to employees in the amounts
of $98,789 thousand and $70,892 thousand in cash for 2019 and 2018,
respectively, had been approved by the shareholders in its meetings held on
June 18, 2020 and June 13, 2019, respectively. There was no difference
between the actual amounts of employees’ compensation and the amounts
recognized in the parent company only financial statements for the years
ended December 31, 2019 and 2018 respectively.

(H) The information about the appropriations of The Compeq Company’s profit
sharing bonus to employees and compensation to directors is available at the
Market Observation Post System website.

7. RELATED PARTY TRANSACTIONS

(1) Related party name and categories:

Related Party Name Related Party Categories
Huaton Holdings Limited (HHL) Subsidiary
Pelican Cove Investment Ltd. (PCI) Subsidiary

Compeq Manufacturing (Huizhou) Co.,

Ltd. (CC) HHL’s subsidiary

Compeq Technology (Huizhou) Co., Ltd. HHL’s subsidiary
(CF)
Compeqg Manufacturing (Chongging) Co.,

Ltd. (CQ) HHL’s subsidiary

Hong Kong Huaton Holdings Trading , -
Company Limited (HHK) HHL’s subsidiary
Compeg Manufacturing (Suzhou) Co.,

Ltd. (CS) CF’s subsidiary

Hong Kong Compeq Huizhou Trading

Company Limited (CHK) CF’s subsidiary

Huabo Technology (Huizhou) Co., Ltd. CC’s subsidiary

Directors, supervisors, general managers, The Company’s major
vice general managers across the board management executives
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(2) The significant transactions between the Company and its related parties, other
than those disclosed in other notes, are summarized as follows:

(A) Purchases
For the Year Ended December 31

2020 2019
Subsidiaries $ 18,223,173 $ 24,821,683

(@) The purchase prices were similar to those prices from other
suppliers.

(b) The price of semi-finished products sold to the companies outside
mainland China is determined according to the price agreed by
both buyer and seller.

(B) Accounts payables
December 31, 2020 December 31, 2019

Subsidiaries $ 3,185,440 $ 4,711,287

The payment terms were similar to those terms of other suppliers.

(C) Net revenue
For the Years Ended December 31

2020 2019
Subsidiaries $ 1,608,662 $ 1,823,974

The selling prices were based on the mutual agreement.

(D) Accounts receivable
December 31, 2020 December 31, 2019

Subsidiaries $ 286,825 $ 610,414

The collection terms were similar to those terms to other customers.

(E) Other receivables
December 31, 2020 December 31, 2019

Subsidiaries $ 218,263 $ 360,805

The other receivables were compensation income, Premium income and

advance payment.
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(F) Disposal of property, plant and equipment
For the Year Ended December 31

2020 2019
Disposal Disposal gains Disposal Disposal gains
amount (losses) amount (losses)
Subsidiaries $ 26,640 $ 509 $ 25,707  $ 4,147

The selling prices were based on the mutual agreement.
(G) Other income
For the Year Ended December 31
2020 2019
Subsidiaries $ 518,359 $ 467,389

Other revenues mainly refer to the income from patent authorization and
technical use, advance payments and compensation, of which the payment
is made according to the terms of both parties’ cooperation contract.

(H) Miscellaneous disbursements
For the Year Ended December 31
2020 2019
Subsidiaries $ 62,483 $ 31,629

Primarily loss on indemnity
(I) Export loss
For the Year Ended December 31
2020 2019
Subsidiaries $ 3 $ 142

(J) Guaranties on the bank credit
Limits on Endorsement/Guarantee amount as follows:
December 31, 2020 December 31, 2019

3 16,034,240 $ 18,257,820
(US$ 563,000 thousand)  (US$ 609,000 thousand)

Subsidiaries

(K) The Company goes to the material processing to CC, CF and CQ were
through PCI -~ CHK and HHK, the related income and cost were reversed

in the statement of income.
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(L) Compensation of key management personnel
For the Year Ended December 31

2020 2019
Short-term employee benefits  $ 94,001 $ 80,936
Post-employment benefits 9,984 —
Total $ 103,985 $ 80,936

The compensation to directors and other key management personnel were
determined by the Compensation Committee of the Company in accordance
with the individual performance and the market trends.

8. PLEDGED ASSETS

Book Value
Items Purpose December 31, December 31,
2020 2019
Restricted time deposits (shown  Performance bond $ 9,900 $ —
as other current financial assets)
Property, plant and equipment Long-term borrowings 976,030 1,044,598

9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNIZED

COMMITMENTS.

(1)
December 31, 2020 December 31, 2019
The balance of the NT 32,134 thousand NT 10,122 thousand
Company’s LC US$ 3,666 thousand US$ 386 thousand
amounts JP¥ 620,525 thousand JP¥ 79,600 thousand

(2) Unrecognized capital expenditure of the contracts have been signed for the

purchase of equipment were as follows:
December 31, 2020 December 31, 2019
Payable on equipment NT 790,672 thousand NT 357,354 thousand

(3) Guarantee repayment to the financial institution for the amount of the

borrowings were as follows:

December 31, 2020 December 31, 2019
HHL US$ 3,500 thousand US$ 3,500 thousand
PCI US$ 201,000 thousand US$ 175,000 thousand
CcC US$ 56,000 thousand US$ 68,000 thousand
CS US$ 5,000 thousand US$ 5,000 thousand
CF US$ 137,500 thousand US$ 207,500 thousand
CQ US$ 150,000 thousand US$ 150,000 thousand
HB US$ 10,000 thousand US$ — thousand
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10. SUBSEQUENT LOSSES: None.

11. SUBSEQUENT EVENTS: None.

12. OTHER
(1) CAPITAL MANAGEMENT

The Company plans its working capital (including R&D expenses and debt
liquidation, etc.) required for the future in accordance with the characteristics
currently existing in its industry and its future development status while it also
considers the changes in the external environment, so as to ensure its
sustainable operations. In so doing, the Company will be able to concurrently
protect the interests of its shareholders and other related parties, maintain the
optimal capital structure, and elevate the stockholder value. As a whole, the
Company adopts a prudent risk management strategy.

(2) EINANCIAL INSTRUMENTS

(A) Categories of financial instruments

December 31, 2020 December 31, 2019
Book value Fair value Book value Fair value
Financial assets
Amortized cost
Cash and cash equivalents $ 4492360 $ 4,492,360 $ 4,222,158 $ 4,222,158
Notes and accounts receivables 7,716,174 7,716,174 8,746,676 8,746,676
Other receivables 288,329 288,329 443,288 443,288
Other current financial assets 1,333,516 1,333,516 839,440 839,440
Refundable deposits (including current) 19,015 19,015 16,694 16,694
Total $13,849,394  $13,849,394  $ 14,268,256 $ 14,268,256
Financial liabilities
Amortized cost
Notes and accounts payable $ 5134379 $ 5134379 $ 6,902,874 $ 6,902,874
Other payables 2,717,576 2,717,576 2,235,561 2,235,561
"Ocnfr'rt:r:?pgftrigon")"i”gs (including 6,552,941 6,552,941 6,623529 6,623,529
Guarantee deposits (including current) 24,333 24,333 25,044 25,044
rougnprfitorloss se s . -
Total $14,435,056  $14,435,056  $ 15,787,008 $ 15,787,008
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(B) Financial risk management objectives

The currency risk, interest rate risk, credit risk and liquidity risk related to

management and operation activities are the target of the Company’s

financial risk management. The Company has devoted its efforts to

recognizing, assessing and hedging market uncertainty in an attempt to

reduce the potential adverse influence of market change on the Company’s

financial performance.

The Company’s major financial activities have all been re-checked by its

board of directors in accordance with the related regulations and internal

control system. During the financial plan execution period, the Company

has to strictly follow the financial operation procedures related to overall

financial risk management and accrual basis.

(C) Market risk

The Company is exposed to the market risks arising from changes in

foreign exchange rates, interest rates and the prices in equity investments,

and utilizes some derivative financial instruments to reduce the related

risks.

(a) Foreign currency risk
Most of the Company’s operating activities and investment in foreign
are denominated in foreign currencies. Consequently, the Company is
exposed to foreign currency risk. To protect against reductions in value
and the volatility of future cash flows caused by changes in foreign
exchange rates, the Company utilizes derivative shore-term borrowing
and financial instruments, including currency forward contracts and
cross currency swaps, to hedge its currency exposure. These
instruments help to reduce, but do not eliminate, the impact of foreign
currency exchange rate movements.
The maturity of the derivative financial instruments engaged by the
Company is all less than six months, which does not meet the terms for

accounting hedge.
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For the sensitivity analysis of the foreign currency risk, the calculation
is made according to the foreign currency items listed at the financial
reporting closing date. When the NT dollar appreciates or depreciates
1% against a foreign currency, the Company’s net profit or loss in 2020
and 2019 will increase or decrease by $55,825 thousand and $74,310
thousand respectively.
(b) Interest rate risk
Interest rate risk refers the risk caused by the change in the fair value of
financial instruments as a result of change of the market interest rate.
The Company’s interest rate risk mainly comes from its mid and long
term loans and the floating of the interest rates for the income
investments with a fixed or floating interest rate
Regarding the sensitivity analysis of the interest rate risk, the
calculation is made according to the amount of the bank loan and the
floating interest rate at the final day of the financial report period, and a
quarter’s effect is assumed to be held. If the interest rate increased or
decreased by 1%, the Company’s profit or loss as of December 31,
2020 and December 31, 2019 would increase or decrease ($189)
thousand and ($228) thousand respectively.
(D) Credit risk management
Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in financial loss to the Company. The
Company is exposed to credit risk from operating activities, primarily
trade receivables, and from financing activities, primarily deposits, fixed-
income investments and other financial instruments with banks. Credit risk
is managed separately for business related and financial related exposures.
(a) Business related credit risk
In order to maintain its quality of accounts receivable, the Company

has set up its operation related credit risk management procedure.
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The individual customer risk assessment covers the factors of an
individual customer’s financial status and credit rating agency’s ratings,
the Company’s internal credit ratings and historical transaction records
and current economic status, etc. which may affect customer’s solvency
capacity. In addition, the Company will also use some credit
enhancement instruments, such as purchase prepayment and credit
insurance, etc., at an appropriate time to reduce the credit risk of some
specific customers.
As of December 31, 2020 and 2019, the Company’s ten largest
customers accounted for 62% and 56% of notes and accounts
receivable, respectively. The Company believes the concentration of
credit risk is insignificant for the remaining accounts receivable.

(b) Financial credit risk
The credit risk of bank deposits, fixed income investments and other
financial instruments is measured and monitored by the Company’s
financial department. The Company’s transaction counterparts and
contract performance parties are the financial institutions with good
credit, and the Company has diversified its risk by dealing with
multiple financial institutions, so there shall be no significant credit
risk caused by too much concentration on some financial institutions
and no significant doubt about contract performance. As such, the
Company shall have no material credit risk.

(E) Liquidity risk management

The purpose of the Company’s management of liquidity risk is to maintain

the cash and cash equivalents, high liquidity securities and enough bank

financing facilities required for business operations, so as to ensure

sufficiency of the Company’s financial flexibility.

(@) The table below summarizes the maturity profile of the Company’s
financial liabilities based on contractual undiscounted payments,

including principles and interests.
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December 31, 2020

Less Than
1 year 2-3 year 4-5 year Over 6 years Total

Non-derivative
financial liabilities

Notes and $ 5134379 $ - $ - $ — $ 5134379

accounts payable

Other payable 2,717,576 — — — 2,717,576

Lease liabilities 40,399 31,165 18,860 76,300 166,724

Long-term 52,941 1,774,833 4,725,167 — 6,552,941
borrowings

Guarantee deposits 24,333 — — — 24,333

Total $ 7969628 $ 1805998 $ 4,744,027 $ 76,300 $ 14,595,953

December 31, 2019
Less Than
1 year 2-3 year 4-5 year Over 6 years Total

Non-derivative
financial liabilities

Notes and $ 6902874 $ - $ - $ — $ 6902874

accounts payable

Other payable 2,235,561 — — — 2,235,561

Lease liabilities 43,112 35,125 1,380 — 79,617

Long-term 90,588 2,752,941 3,780,000 — 6,623,529
borrowings

Guarantee deposits 25,044 — — — 25,044

Total $ 9297179 $ 2,788066 $ 3,781,380 $ —  $ 15,866,625

(b) Bank credit limit
December 31, 2020 December 31, 2019

Secured bank general

credit limit

Total $ 850,000 $ 1,350,000
Unsecured bank general

credit limit

Total $ 12,838,301 $ 12,181,689

(3) Fair value of financial instruments

A. Fair value of financial instruments carried at amortized cost
Except as detailed in the following table, the Company considers that the
carrying amounts of financial assets and financial liabilities carried at
amortized cost recognized in the parent company only financial statements

approximate their fair values.
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B. Valuation techniques and assumptions used in fair value measurement

The fair values of financial assets and financial liabilities are determined as

follows:

a. The fair values of financial assets and financial liabilities with standard
terms and conditions and traded on active liquid markets are determined
with reference to quoted market prices (includes interest rate futures
contracts, publicly traded stocks, money market funds, government
bonds, agency bonds and corporate bonds).

b. Forward exchange contracts is measured using quoted forward exchange
rates.

c. The fair values of other financial assets and financial liabilities are
determined in accordance with generally accepted pricing models based
on discounted cash flow analysis.

C. Fair value measurements recognized in the parent company only balance
sheets

The following table provides an analysis of financial instruments that are

measured subsequent to initial recognition at fair value, grouped into

Levels 1 to 3 based on the degree to which the fair value is observable:

a. Level 1 fair value measurements are those derived from quoted prices
(unadjusted) in active markets for identical assets or liabilities; active
market refers to the market meeting the terms below: the products traded
in the market are in homogeneity; buyers and sellers with trading
intention are available in the market and the price information is open to
the public.

b. Level 2 fair value measurements are those derived from inputs other than
quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from
prices); and

c. Level 3 fair value measurements are those derived from valuation
techniques that include inputs for the asset or liability that are not based

on observable market data (unobservable inputs).
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D. Financial assets and liabilities measured at fair value on a recurring basis
The following table presents the Company’s financial assets and liabilities
measured at fair value on a recurring basis:

a. For assets and liabilities held as of December 31, 2020 and 2019 that are
measured at fair value on a recurring basis, there were no transfers
between Level 1 and Level 2 of the fair value hierarchy.

b. There were no purchases and disposals for assets on Level 3 for the years
ended December 31, 2020 and 2019, respectively.

(4) SIGNIFICANT ASSETS AND LIABILITIES DENOMINATED IN

FOREIGN CURRENCIES

A.The following information was summarized according to the foreign
currencies other than the functional currency of the Company. The
exchange rates disclosed were used to translate the foreign currencies into
the functional currency. The significant financial assets and liabilities

denominated in foreign currencies were as follows:
December 31, 2020

Foreign

currencies Ech{t;?Qge BO(OI\TT\que
(In thousands)
Financial assets
Monetary items
uSD $ 320,907 28.48 $ 9,139,436
JPY 2,270,795 0.2763 627,421
CNY 176,172 4.377 771,106
SGD 54 21.56 1,160
Financial liabilities
Monetary items
uSD 155,351 28.48 4,424,389
JPY 1,925,359 0.2763 531,977
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December 31, 2019

Foreign

Exchange Book Value
(nthousands) ~ Rare (NTD)
Financial assets
Monetary items
usD $ 428,530 29.98 $ 12,847,321
EUR 5 33.59 163
JPY 957,303 0.276 264,215
CNY 152,732 4.305 657,512
Financial liabilities
Monetary items
usD 204,776 29.98 6,139,179
JPY 722,140 0.276 199,311
HKD 222 3.849 854

B. Since the Company has numerous categories of foreign currency
transactions, there is no way for it to disclose the details according to
respective major currencies. As such, the information on exchange gain or
loss of currency items is disclosed in a way of summarization. For the
Company’s exchange gains and losses, the realized loss was $242,290
thousand and unrealized loss was $29,531 the realized thousand in
2020, respectively, whereas the realized gain was $48,312 thousand and

unrealized loss was $120,168 thousand in 2019, respectively.

13. ADDITIONAL DISCLOSURES

The following are additional disclosures for the Company and its affiliates as
required by the R.O.C. Securities and Futures Bureau:
(1) Information on significant transactions:

A. Financing provided to others: None;

B. Endorsements/guarantees provided: Please see Table 1 attached,;

C. Marketable securities held (excluding investment in subsidiaries, associates

and joint controlled entities): Please see Table 2 attached,
D. Marketable securities acquired and disposed at costs or prices at least

NT$300 million or 20% of the paid-in capital: None;
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E. Acquisition of individual real estate at costs of at least NT $300 million or
20% of the paid-in capital: None;

F. Disposal of individual real estate at prices of at least NT$300 million or
20% of the paid-in capital: None;

G. Total purchases from or sales to related parties amounting to at least
NT$100 million or 20% of the paid-in capital: Please see Table 3 to Table
3-1 attached;

H. Receivables from related parties amounting to at least NT$100 million or
20% of the paid-in capital: Please see Table 4 attached;

I. Trading in derivative instruments: Please see Note 6(2) and Note 12(2)
attached;

J. Other: None.

(2) Information on investees:

A. Significant transactions information: Please see Table 1 to Table 5 and
Table 7 attached;

B. Names, locations, and related information of investees over which The
Company exercises significant influence: Please see Table 6 attached,

(3) Information on investment in Mainland China

A. The name of the investee in Mainland China, the main businesses and
products, its issued capital, method of investment, information on inflow or
outflow of capital, percentage of ownership, income (losses) of the
investee, share of profits/losses of investee, ending balance, amount
received as dividends from the investee, and the limitation on investee:
Please see Table 7 attached.

B. Significant direct or indirect transactions with the investee, its prices and
terms of payment, unrealized gain or loss, and other related information
which is helpful to understand the impact of investment in Mainland China
on financial reports: Please see Table 1 to Table 5 and Note 6.

(4) Information of major shareholder: No shareholders hold more them 5% shares.
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TABLE 1

ENDORSEMENTS / GUARANTEES PROVIDED

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Guaranteed Party Limits on Ratio of . Guarantee
Endorsement / . Amount of Accumulated Maximum Gua'rantee Guarantee | Provided to
Endorsement / Maximum Balance . Amount Actually |Endorsement/ Endorsement / Provided by . S
No. Nature of | Guarantee Amount . Ending Balance . Endorsement / Provided by | Subsidiaries
Guarantee X . . for the Period (US$ . Draw (US$ in Guarantee Guarantee Amount Parent . . R
(Note 1) . Name Relationship | Provided to Each . (US$ in Thousands) . Guarantee to Net A Subsidiary | in Mainland
Provider in Thousands) Thousands) Collateralized . Allowable Company R
(Note 2) Guaranteed Party by Properties Equity per Latest (Note 5) (Note 6) (Note 6) China
(Note 4) Financial Statements (Note 6)
0 Compeq HUATON 2 $ 17,487,942 |$ 99,680 |$ 99,680 |$ - None — $ 34,975,885 Y - -
Manufacturing |HOLDINGS us$ 3,500 [US$ 3,500 [US$ —
Co., Ltd. LIMITED
0 Compeq PELICAN COVE 2 $ 17,487,942 |$ 5,724,480 |$ 5,724,480 |$ 1,544,186 None 20% $ 34,975,885 Y - -
Manufacturing |INVESTMENT US$ 201,000 |US$ 201,000 |US$ 54,220
Co., Ltd. LTD.
0 |Compeq Compeq 2 $ 17,487,942 |$ 1,936,640 |$ 1,594,880 |$ 1,472,103 None 5% $ 34,975,885 Y — Y
Manufacturing |Manufacturing us$ 68,000 |US$ 56,000 |[US$ 51,689
Co., Ltd. (Huizhou) Co.,
Ltd.
0 |Compeq Compeq 2 $ 17,487,942 |$ 142,400 |$ 142,400 |$ — None — $ 34,975,885 Y — Y
Manufacturing |Manufacturing us$ 5,000 |US$ 5,000 [US$ —
Co., Ltd. (Suzhou) Co.,
Ltd.
0 Compeq Compeq 2 $ 17,487,942 |$ 5,909,600 |$ 3,916,600 |$ 3,651,734 None 13% $ 34,975,885 Y - Y
Manufacturing | Technology USs$ 207,500 [US$ 137,500 |US$ 128,221
Co., Ltd. (Huizhou) Co.,
Ltd.
0 |Compeq Compeq 2 $ 17,487,942 |$% 4,272,000 |$ 4,272,000 |$ 2,648,640 None 159% $ 34,975,885 Y — Y
Manufacturing |Manufacturing US$ 150,000 |US$ 150,000 |US$ 93,000
Co., Ltd. (Chongging) Co.,
Ltd.
0 |Compeq Huabo 2 $ 17,487,942 |$ 284,800 |$ 284,800 |$ — None 1% $ 34,975,885 Y — Y
Manufacturing | Technology us$ 10,000 |US$ 10,000 |US$ —
Co., Ltd. (Huizhou) Co.,
Ltd.
1 Compeq Compeq 4 $ 4,720,463 |$ 2,164,480 |$ 2,164,480 |$ 588,368 None 7% $ 7,867,438 - — Y
Manufacturing |Technology US$ 165,747 |US$ 76,000 |US$ 76,000 |US$ 20,659 US$ 276,244
(Huizhou) Co., |(Huizhou) Co.,
Ltd. Ltd.
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Note 1:

Note 2:

Note 3:
Note 4:

Note 5:

Note 6:

The Company and its subsidiaries are coded as follows:

1. The Company is coded “0”.

2. The subsidiaries are coded consecutively beginning from 1" in the order presented in the table above.

According to the “Guidelines Governing the Preparation of Financial Reports by Securities Issuers” issued by the R.O.C. Securities and Futures Bureau, receiving parties should be disclosed as

one of the following:

1. A company with which it does business.

2. A company in which the public company directly and indirectly holds more than 50% of the voting shares.

3. A company that directly and indirectly holds more than 50 % of the voting shares in the public company.

4. A company in which the public company holds, directly or indirectly, 90% or more of the voting shares.

5. A company that fulfills its contractual obligations by providing mutual endorsements/guarantees for another company in the same industry or for joint builders for purposes of undertaking a
construction project.

6. A company that all capital contributing shareholders make endorsements/ guarantees for their jointly invested company in proportion to their shareholding percentages.

7. Companies in the same industry provide among themselves joint and several security for a performance guarantee of a sales contract for pre-construction homes pursuant to the Consumer
Protection Act for each other.

The calculation method and the ceiling amount shall be indicated. If there are contingent losses recognized in financial statements, the recognized amounts shall be indicated.

10% of the net value shown in its latest financial statement. However, for any single enterprise where the Company directly or indirectly holds more than 90% of its voting shares, the amount

shall not exceed 60% of the net value shown in the Company’s latest financial statement. The amount for a single enterprise shall not exceed 20% of the net value shown in the Company and its

subsidiaries’ latest financial statement. Nevertheless, if the Company directly or indirectly holds more than 90% of the single enterprise’s voting shares, the amount shall be no more than 70% of

the net value shown in the Company’s latest financial statement. 10% of the net value shown in its latest financial statement of Compeq Manufacturing (Huizhou) Co., Ltd, if the Company

directly or indirectly holds more than 90% of the single enterprise’s voting shares, the amount shall be no more than 60% of the net value shown in the Company’s latest financial statement.

One and one-fifth times as much as the net value shown in the Company’s latest financial statement; one and a half times as much as the net value shown in the Company and its subsidiaries’

latest financial statement. Two time as much as the net value shown in the Compeq Manufacturing (Huizhou) Co., Ltd.’s latest financial statement.

Under the circumstance where the TSE or OTC listed parent company endorses or guarantees its subsidiaries, the subsidiary endorses or guarantees its TSE or OTC listed parent company or the

endorsement and guarantee is made in mainland China, “Y” shall be filled in.
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TABLE 2
MARKETABLE SECURITIES HELD

Amounts in Thousands of New Taiwan Dollars.

. Relationship Financial December 31, 2020
Held Company Marketable Securities . Percentage
with the Statement . . . Note
Name Type and Name Shares/Units Carrying Value of Fair Value
Company Account .
Ownership
Stock
Hua Nian GLOBAL TEK FABRICATION CO., None Financial assets at 357,677 | $ 20,745 0.53% $ 20,745
Investment Ltd. |LTD. fair value through

profit or loss-

current
Nuvoton Technology Corporation " ” 245,000 11,625 0.07% 11,625
ITEQ CORPORATION ” ” 58,000 8,004 0.02% 8,004
SUN MAX TECH LIMITED " " 110,000 6,776 0.38% 6,776
Elite Material Co., Ltd. " ” 27,000 4,239 0.019% 4,239
Hotron Precision Electronic Industrial " " 251,000 14,483 0.30% 14,483
Co., Ltd.
Auras Technology Co., Ltd. " " 13,000 2,782 0.01% 2,782
Mutual-Tek industries Co., Ltd. " " 1,291,319 13,598 1.57% 13,598
WinWay Technology Co., Ltd. " ” 83,000 33,563 0.25% 33,563
Lian Hong Art Co., Ltd. ” " 128,000 10,515 0.38% 10,515
Tiger air Taiwan Co., Ltd. " Financial assets at 800,000 19,328 0.29% 19,328

fair value through

profit or loss-

noncurrent
Auto Sys Co., Ltd. " Financial assets at 2,000,000 19,936 6.50% 19,936

fair value through

other

comprehensive

income-noncurrent

Note: Excluding subsidiaries.
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TABLE 3

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES OF AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Company Name

Related Party

Nature of

Transaction Details

Details of non-arm’s length
transaction

Notes and Accounts receivable
(payable)

Amount (Foreign

Percentage of

Ending Balance

Percentage of

Note

Relation ships Purschases/ Currencies in | total purchases Payment Unit Price Payment Terms (Foreign total receivables
ales Thousands) (sales) Terms Currencies in (payable
Thousands) payable)
Compeq PELICAN COVE Subsidiary Purchases | $ 857,598 49% 60~90  |The purchase Similar to those | $ — —
Manufacturing INVESTMENT days price are similar |price from other
Co., Ltd. LTD. to those price  [supplies
from other
supplies
Compeq Compeq Subsidiary Purchases 1,282,388 5% 60~90 |The purchase Similar to those 22,289 — 1
Manufacturing Manufacturing days price are similar |price from other
Co., Ltd. (Suzhou) Co., Ltd. to those price supplies
from other
supplies
Compeq Hong Kong Subsidiary Purchases 8,478,962 35% 60~90 |The purchase Similar to those 866,888 17%
Manufacturing Compeq Huizhou days price are similar |price from other
Co., Ltd. Trading Company to those price  [supplies
Limited from other
supplies
Compeq Hong Kong Huaton | Subsidiary Purchases 8,057,194 33% 60~90 |The purchase Similar to those 2,296,263 459%
Manufacturing Holdings Trading days price are similar |price from other
Co., Ltd. Company Limited to those price supplies
from other
supplies
Compeq Compeq Subsidiary Sales 1,236,070 3% 60~90 |The selling Similar to those 239,083 3% 1
Manufacturing Manufacturing days prices were price from other
Co., Ltd. (Huizhou) Co., Ltd. based on the supplies
mutual
agreement
Compeq Compeq Subsidiary Sales 353,051 19% 60~90 |The selling Similar to those — — 1
Manufacturing Manufacturing days prices were price from other
Co., Ltd. (Suzhou) Co., Ltd. based on the supplies
mutual
agreement
PELICAN COVE [Compeq Subsidiary Purchases | US$ 13,984 519 60~90 |The selling Similar to those | US$ — - 1
INVESTMENT  |Manufacturing days prices were price from other
LTD. (Huizhou) Co., Ltd. based on the supplies
mutual
agreement
PELICAN COVE [Compeq Subsidiary Purchases | US$ 11,375 42% 90~120 [The selling Similar to those | US$ — — 1
INVESTMENT  |Manufacturing days prices were price from other
LTD. based on the supplies

(Chongging) Co.,
Ltd.

mutual
agreement
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TABLE 3-1

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES OF AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Transaction Details

Details of non-arm’s length

Notes and Accounts receivable

transaction (payable)
Nature of : Ending Balance
Company Name Related Party Relation ships | Purchases/ Argount (Foreign | Percentage of Payment o (Fgrei an Percentage of Note
urrencies in | total purchases Unit Price  |Payment Terms 2 total receivables
Sales Thousands) (sales) Terms Currencies in (payable)
Thousands) pay:
Compeq Compeq Subsidiary Purchases | US$ 23,036 7% 90~120 |The selling Similar to Uss$ 4,082 3% 1
Manufacturing Technology days prices were those price
(Huizhou) Co., Ltd. |(Huizhou) Co., Ltd. based onthe  |from other
mutual supplies
agreement
Compeq Compeq Subsidiary Purchases | US$ 130,813 49% 90~120 |The selling Similar to Us$ 41,957 35% 1
Manufacturing Manufacturing days prices were those price
(Huizhou) Co., Ltd. |(Chongging) Co., based onthe  |from other
Ltd. mutual supplies
agreement
Compeq Compeq Subsidiary Sales US$ 54,053 10% 90~120 |The selling Similar to Uss$ — — 1
Manufacturing Technology days prices were those price
(Huizhou) Co., Ltd. |(Huizhou) Co., Ltd. based onthe  |from other
mutual supplies
agreement
Compeq Hong Kong Huaton |  Subsidiary Sales US$ 138,870 259% 60~90 |The selling Similar to Uss$ 38,169 33%
Manufacturing Holdings Trading days prices were those price
(Huizhou) Co., Ltd. |Company Limited based onthe  |from other
mutual supplies
agreement
Compeq Hong Kong Subsidiary Sales USs$ 55,612 429% 60~90 |The selling Similar to Uss$ 28,204 76% 1
Manufacturing Compeq Huizhou days prices were those price
(Suzhou) Co., Ltd. |Trading Company based onthe  |from other
Limited mutual supplies
agreement
Compeq Hong Kong Subsidiary Sales US$ 629,017 79% 60~90  |The selling Similar to US$ 158,282 809
Technology Compeq Huizhou days prices were those price
(Huizhou) Co., Ltd. | Trading Company based onthe  |from other
Limited mutual supplies
agreement
Compeq Hong Kong Huaton |  Subsidiary Sales US$ 128,953 47% 90~120 |The selling Similar to Uss$ 55,689 57%
Manufacturing Holdings Trading days prices were those price
(Chongging) Co., |Company Limited based onthe  |from other
Ltd. mutual supplies
agreement

Note 1: As agreed by both parties, the settlement of accounts receivables and accounts payable was finalized in accordance with the net amount at the end of the period.
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TABLE 4

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

c \ Related Part Nature of (FEnd_ingcl:Balancg Turnover Overdue receivables Amognt; Recei\{ed A;Ioanndce
ompany Name elated Par : : oreign Currencies . in Subsequen or Ba
pany y Relationships in 'Ighousands) rate Amount Action Taken Perio%l Debts

Compeq Manufacturing [Compeq Manufacturing|  Subsidiary $ 239,083 3.70 None None $ 130,995 —
Co., Ltd. (Huizhou) Co., Ltd.
PELICAN COVE Compeqg Manufacturing|  Subsidiary $ 5,959 (Note 1) None None $ — —
INVESTMENT LTD. |(Huizhou) Co., Ltd.
PELICAN COVE Compeq Technology Subsidiary $ 15,005 (Note 1) None None $ 5,854 —
INVESTMENT LTD. |(Huizhou) Co., Ltd.
PELICAN COVE Compeq Manufacturing|  Subsidiary Us$ 8,749 (Note 1) None None Us$ 8,749 —
INVESTMENT LTD. |(Chongging) Co., Ltd.
Compeg Manufacturing |Compeq Technology Subsidiary Us$ 3,874 (Note 1) None None Us$ 3,874 —
(Huizhou) Co., Ltd. (Huizhou) Co., Ltd.
Compeq Manufacturing [Hong Kong Huaton Subsidiary US$ 38,169 7.28 None None USs 38,169 —
(Huizhou) Co., Ltd. Holdings Trading Co.,

Ltd.
Compeq Manufacturing [Hong Kong Compeq Subsidiary uUss$ 28,204 3.43 None None US$ 28,204 —
(Suzhou) Co., Ltd. Huizhou Trading Co.,

Ltd.
Compeg Technology  |Compeq Manufacturing|  Subsidiary Us$ 8,575 2.90 None None USs$ 6,231 —
(Huizhou) Co., Ltd. (Huizhou) Co., Ltd.
Compeq Technology  [Hong Kong Compeq Subsidiary Uss$ 158,282 5.14 None None uUs$ 158,282 —
(Huizhou) Co., Ltd. Huizhou Trading Co.,

Ltd.
Compeqg Manufacturing |Compeq Manufacturing|  Subsidiary Us$ 41,957 2.64 None None USs$ 21,442 —
(Chongging) Co., Ltd. |(Huizhou) Co., Ltd.
Compeq Manufacturing |Hong Kong Huaton Subsidiary Uss$ 55,689 4.63 None None uUs$ 24,619 —
(Chongging) Co., Ltd. |Holdings Trading Co.,

Ltd.
Hong Kong Compeq  |Compeq Manufacturing | Parent company | US$ 30,438 6.38 None None USs 30,438 —
Huizhou Trading Co., |Co., Ltd.
Ltd.
Hong Kong Huaton Compeq Manufacturing | Parent company | US$ 80,627 6.80 None None USs 64,717 —
Holdings Trading Co., |Co., Ltd.
Ltd.

Note 1 : The ending balance is primarily consisted of other receivables, which is not applicable for the calculation of turnover days.
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TABLE 5

NAMES, LOCATIONS AND RELATED INFORMATION OF INVESTEES OVER WHICH THE COMPANY EXERCISES SIGNIFICANT INFLUENCE

(EXCLUDING INFORMATION OF INVESTMENT MAINLAND CHINA)

Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands

Main Businesses and

Original Investment

Balance as of December 31, 2020

December 31,

December 31,

Net Income
(Losses) of the

Shares of
Profits/Losses of

Investor Company|  Investee Company Location Products 2020 (Foreign | 2019 (Foreign Srares Perct;rf]tage Ce(llr:r:ri:ig r\]liii:]ue Investee (I_Zore_:ign Investee (l_zore.:ign Notes
Currencies in | Currencies in ownershi Thousgnds) Currencies in Currencies in
Thousands) Thousands) p Thousands) Thousands)
Compeq HUATON HOLDINGS BVI Investment $ 3,771,004 | $ 3,771,004 240,886,000 | 100.00% | $ 21,592,751 | $ 2,631,866 | $ 2,602,317 Subsidiary
Manufacturing |LIMITED (Indirectly Uss$ 89,109 (Note 1)
Co., Ltd. investment in
Mainland China)
PELICAN COVE SAMOA Trading 559,685 559,685 17,700,000 | 100.00% 639,175 | $ 83,898 | $ 83,898 Subsidiary
INVESTMENT LTD. us$ 2,872
Hua Nian Investment TAIWAN General investing 150,000 150,000 20,000,000 | 100.00% 172,752 | $ (24,404) | $ (24,404) Subsidiary
Ltd.
LITON HOLDINGS BVI Investment 168,250 168,250 100,000 | 100.00% 1481 | $ 117) | $ (117) Subsidiary
LIMITED (Indirectly us$ (4)
investment in
Mainland China)
HUATON Hong Kong Huaton Hong Kong  |Trading $ 8,544 — — | 100.00% | $ 29,951 | $ 24,742 (Note 2) Subsidiary
HOLDINGS Holdings Trading USss$ 300 Us$ 1,052 | US$ 752
LIMITED Company Limited
Compeq Hong Kong Compeq Hong Kong  |Trading $ 7612 | $ 7,612 — | 100.00% | $ 126,913 | $ 102,851 (Note 2) Subsidiary
Technology Huizhou Trading USs$ 267 | US$ 267 US$ 4,456 | US$ 3,491

(Huizhou) Co.,
Ltd.

Company Limited

Note 1: The investment profits and losses recognized in the current period include the recognition and deletion of realized and unrealized profits and losses.
Note 2: The current period profit and loss of the investee company were already included in the investment company’s income statement, so they are not separately presented.
Note 3: The current period profit and loss of the investee company and the investment profit and loss recognized in the current period by the investee company are converted in accordance with the average exchange rate, while

other profits and losses are converted according to the exchange rate at the end of the period.
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TABLE 6

INFORMATION ON INVESTMENT IN MAINLAND CHINA

1. Amounts in Thousands of New Taiwan Dollars and Foreign currencies in Thousands
Total Amount Accumulated Investment Flows Aocﬁltjf%%aé?d _ CarryinLc]; Accumulated
Main of paid-in Outflow of Invesiment Net income Shares of | Amount (US$ Inward
Investee Businesses Capital Method of | Investment from Taiwan as|  (l0ss) of Percentage of | | o™ cces | IN Thousands) | Remittance of
Company and products (Foreign | Investment | January 1, Outflow Inflow of December Investee Ownership p (Note 2) as of December| Earnings as of
p Currencies in 2020 (US$ in 31, 2020 (US$ company 31, 2020 (US$ | December 31,
Thousands) Thousands) in Thousands) in Thousands) 2020
Compeq | PCB ] $ 45506701 (Notel) |$ 1,424,000 — — $ 1,424,000 $ 419,990 100% $ 419,990 $ 7,869,262 —
Manufacturing |manufacturing | CNY$ US$ 50,000 US$ 50,000 CNY$ 98,386 US$ 14,283 | US$ 276,308
(LI;ngzhou) Co., |and sales 1,042,301
Compeq PCB ] $ 398,938] (Note2) |9 313,280 — — $ 313,280 § 42,618 100% $ 42,618 % 1,041,202 —
Manufacturing |manufacturing | CNY$ 91,374 US$ 11,000 US$ 11,000 CNY$ 10,070 US$  1427|US$ 36,559
(LS{HZhOU) Co., |and sales
Compeq PCB ] $ 4764959 (Notel) [$ 1,367,040 — — $ 1,367,040(% 439,429 10096 $ 439,429 7,490,921 —
Technology manufacturing | CNY US$ 48,000 US$ 48,000 | CNY$102,313 US$ 14,948| US$ 259,921
(I_HéuzhousJ Co., |and sales 1,091,383
td.
Compeq PCB ] $ 2,324,405| (Note 1) — — — — $ 1,735,656 100% $ 1735656 7,200918[% 1,612,179
Manufacturing |manufacturing | CNY$532,390 CNY$406,123 US$ 58,726 | US$ 252,841| US$ 52,018
E:Cholr_l%]mg) and sales
0., Ltd.
Huabo Electronic $ 1,265,000 (Note3) — — — — $ 430 10096 $ 430 $ 1,338,606 —
Technology manufacturing | CNY$289,740 CNY$ 99 uUss$ 15| US$ 47,002
(Hmzhou%J Co., | ~ Outsourcing
Ltd. Brocessmg .
lant lease -
Property
management ~
Equipment
leasing and
electronic
technology
management
and technical
consulting

Accumulated Investment in Mainland China
as of December 31, 2020 (US$ in Thousands)

Investment Amounts Authorized by Investment
Commission, MOEA (US$ in Thousands)

Upper Limit on Investment (US$ in

Thousands)

$ 3,505,603 [US$ 123,000]

$ 10,165,964 [US$ 346,951]

$ — (Noteb)

Note 1: Indirectly investment in Mainland China through the HUATON HOLDINGS LIMITED registered in a third region. ] ] ] ] ]
Note 2: Originally indirectly investment in Mainland China through the HUATON HOLDINGS LIMITED registered in a third region. In April 2020, investment in Mainland Company through an

investment company in mainland China.

Note 3: Investment in Mainland Company through an investment company in Mainland China.

Note 4: The investment income (loss) recognize

in current period adopted the financial statement certificated by the CPA of the parent company in Taiwan.

Note 5: Initial investment amounts denominated in foreign currencies are translated into New Taiwan Dollars using the spot rates at the financial report date. (US$1:NT$28.48, US$1:NT$28.82,

CNY$1:NT$4.3574, CNY$1:NT$4.3288)

Note 6: The Company alreadg received the letter of corporate operation headquarters establishment issued by Industrial Development Bureau, MOEA, and the approval period has been from March 17,

2020 to March 16, 2

23. It could be exempt from the restriction on investment amounts or ratios.

247




The Company invested Investment Amounts Investment Amounts Indirectly Investment in Mainland China
resolution Approved Number Authorized Amounts Investment outflow Purpose
HUATON HOLDINGS . Indirectly investment Compeq
LIMITED 1995/09/29-(84)-84015347 | US$ 20,000,000 |US$ 20,000,000 |US$ 20,000,000 Manufacturing (Huizhou) Co.. Ltd.
” 1997/07/14-(86)-86721040 | US$ 30,000,000 |US$ 30,000,000 |US$ 30,000,000 "
R Indirectly investment PEWC (Guangzhou)
” 1997/09/18-(86)-86736526 | US$ 5,400,000 | US$ 5,400,000 | US$ 5,400,000 Co., Ltd. and achieved 45% stake.
" 2001/07/27-(90)-90022765 | US$ 5,400,000 | US$ 3,390,000 | US$ 1,890,000 "
i _ Reduce investment PEWC (Guangzhou) Co.,
" 2004/02/13-093003687 | US$  (1,920,000) | US$ US$  (1,296,000) Ltd. and achieved 8% stake.
Indirectly investment Compeq
" 2004/04/23-093010705 | US$ 2,900,000 |US$ 2,900,000 |US$ 2,900,000 Manufacturing (Suzhou) Co., Ltd. (Note 1)
y 2004/06/23-093015571 |US$ 9500000 |US$ 9500000 |US$ 9,500,000 |ndirectly investment Compeq Technology
(Huizhou) Co., Ltd.
) Indirectly investment Compeq
" 2005/02/23-094001762 uss$ 4,100,000 | US$ 4,100,000 | US$ 4,100,000 Manufacturing (Suzhou) Co., Ltd. (Note 1)
y 2006/03/31-09500069340 | US$ 8,500,000 |US$ 8500000 |US$ 8500000 |ndirectly investment Compeq Technology
(Huizhou) Co., Ltd.
Indirectly investment Compeq
” 2006/03/31-09500069390 | US$ 7,000,000 | US$ 4,000,000 | US$ 4,000,000 Manufacturing (Suzhou) Co.. Ltd. (Note 1)
» 2011/03/25-10000119020 | US$  (3,000,000) | US$ — |uss _|Reduce investment Compeq Manufacturing
B (Suzhou) Co., Ltd. (Note 1)
) _|Directly investment Compeq Manufacturing
" 2006/07/20-09500220150 | US$ 290,000 | US$ 290,000 | US$ (Suzhou) Co., Ltd. (Note 1)
" 2006/12/27-09500445960 | US$ 1,000,000 | US$ 210,000 | US$ 210,000 |Indirectly investment Veceration Co., Ltd.
” 2009/07/24-09800263470 | US$ (790,000) | US$ — | US$ — |Reduce investment Veceration Co., Ltd.
" 2007/01/22-09600008530 | US$ 2,886,000 |US$ 2,886,000 |US$ 2,886,000 g‘g"el_‘;gy nvestment PEWC (Guangzhou)
) _|Directly investment Compeq Technology
Vi 2011/03/28-10000119030 | US$ 7,000,000 | US$ 7,000,000 | US$ (Huizhou) Co., Ltd.
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The Company invested Investment Amounts Investment Amounts Indirectly Investment in Mainland China
resolution Approved Number Authorized Amounts Investment outflow Purpose
, 2012/03/30-10100019840 |US$ 45,000,000 |US$ 45,000,000 | US$ _ [Directly investment Compeq Manufacturing
(Chongging) Co., Ltd.
) __ |Directly investment Compeq Technology
” 2012/05/25-10199165700 | US$ 15,000,000 | US$ 15,000,000 | US$ (Huizhou) Co., Ltd.
" 2014/02/27-10200494220 | US$ 50,000,000 | US$ 40,000,000 | US$ _ |Directly investment Compeq Manufacturing
(Chongging) Co., Ltd.
i __ |Directly investment Compeq Technology
" 2015/03/31-10300357540 | US$ 30,000,000 | US$ 30,000,000 | US$ (Huizhou) Co., Ltd.
) _ |Directly investment Compeq Manufacturing
" 2017/07/06-10600111220 | US$ 15,000,000 | US$ 15,000,000 | US$ (Huizhou) Co., Ltd.
) - _ |Directly investment Compeq Manufacturing
" 2018/01/31-10600349330 | US$ 33,710,000 | US$ US$ (Suzhou) Co., Ltd.
y 2018/04/02-10600349320 | US$ 60,000,000 | US$ 30,000,000 | US$ 30,000,000 |ndirectly investment Compeq Technology
(Huizhou) Co., Ltd.
) _ _ |Reduce investment Compeq Manufacturing
" 2020/04/27-10900057020 | US$ (33,710,000) | US$ Us$ (Suzhou) Co., Ltd. (Note 1)
Transferred the 100% equity of Compeq
” 2020/04/27-10900057020 | US$ 39,974,508 | US$ 11,290,000 |US$ 11,000,000 |Manufacturing (Suzhou) to increase
investment Compeq Technology (Huizhou)
Co., Ltd. (Note 2)
t:gﬂ?;\'EHDOLD'NGS 2007/04/24-09600111850 | US$ 5,000,000 | US$ 5,000,000 | US$ 5,000,000 g‘g"i‘t’gy investment Victor (Chang shu)

Note 1: In April 2020, the shares of Compeq Manufacturing (Suzhou) Co., Ltd. has been transferred 100% to Compeq Technology (Huizhou) Co., Ltd. The Originally
investment amount authorized by Investment Commission, MOEA, will not included in the calculation of the company’s total investment in mainland China.
Note 2: The investment amount authorized by Investment Commission, MOEA includes US$28,654,508 of the capital increase by retained earnings from Compeq

Manufacturing (Suzhou) Co., Ltd.
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14. SEGMENT INFORMATION

The Company has provided the operating segments disclosure in the consolidated

financial statements.

6.6.Financial status of the Company and its affiliates ; Not applicable.

250



VI1I. Review of Financial Conditions, Financial

Performance, and Risk Management

7.1 Analysis of Financial Status

Unit: NT$ thousands

- vear 2020 2019 AmouDr']Iference o
Current Assets 35525270 | 33,666,145 1859125 6
Noncurrent Assets 30,870,346 | 27585322 | 3.285024| 12
Total Assets 66,395,616 | 61,251,467 | 5144149| 8
Current Liabilities 19145901 | 17,976,812 | 1169,089| 7
Noncurrent Liabilities 18,103,144 17,519,724 583,420 3
Total Liabilities 37249045 | 35496536 | 1752509| 5
Capital stock 11,918,206 11,918,206 0 0
Capital surplus 1,060,226 1,016,898 43,328 4
Retained Earnings 16,394,606 | 13240,799 | 3,153.807| 24
Other equity interest (226,467) (420,972) 194,505 (46)
ggﬁ';t“kho'ders' 20146571 | 25754931| 3.391640| 13

¢ Analysis of changes in financial ratios:

1. Retained Earnings: Due to the increase in profit in 2020.

2. Other equity interest: Due to the impact of RMB appreciation and the
appreciation of the New Taiwan Dollar, the exchange difference calculated by
the foreign operating institutions' financial statements has been significantly
increased.

e Effect of changes on the company’s financial condition: The Company’s financial
condition has not changed significantly.

e Future response actions: Not applicable
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7.2 Analysis of Financial Performance

7.2.1
Unit: NT$ thousands
Year Difference
Item 2020 2019 Amount %

Net Revenue 60,516,929 56,174,889 4,342,040
Cost of Revenue 49,513,908 46,176,617 3,337,291
Gross Profit 11,003,021 9,998,272 1,004,749 10
Operating Expenses 4,365,272 3,854,381 510,891 13
Income from Operations 6,637,749 6,143,891 493,858 8
Non-operating Income and Expenses (385,404) (577,084) 191,680 (33)
Income before Income Tax 6,252,345 5,566,807 685,538 12
Income Tax Expenses 1,587,644 1,744,389 (156,745) 9
Net income 4,664,701 3,822,418 842,283 22

¢ Analysis of changes in financial ratios:

1. Non-operating Income and Expenses :

Due to the impact of RMB appreciation and the

appreciation of the New Taiwan Dollar, the exchange difference calculated by the foreign
currency exchange loss has been significantly increased.

2. Net income: Due to the increase of Income before Income Tax in 2020
e Effect of changes on the company’s future business: No significant changes in the company’s

business scope.

e [uture response actions: Not applicable.

7.2.2 Analysis of changes in Gross Profit
Unit: NT$ thousands
Reason for Difference

Item Inc;ig‘fe/Dgiri?f € Price Cost Sales Mix Quantity Product Mix
Oroross Fro Difference Difference Difference Difference Difference
Gross Profit| $1,004,749 | $3,867,892 | $(2,768,095) |$ (2,023,654)| $1,596,013 | $332,593

Note: Mainly in the change of sales product mix, resulting in the overall gross profit margin of this year
increased compared with the previous year..
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7.3 Analysis of Cash Flow
7.3.1 Cash Flow Analysis for the Current Year

Unit: NT$ thousands

Cash and
Cash o ot h I Leverage of Cash Deficit
Equivalents, Pcr)owdegl by Cash Outflow CasD ?yr_p us g
Beginning of perating (3) (Deficit)
Year Activities (1)+(2)-(3)
(1) (2) Investment Plans| Financing Plans
$8,892,590 | $8,613,697 |$(7,541,602) | $9,964,685 - -

Analysis of change in cash flow in the current year:

1. Cash flows from operating activities: The cash inflow is due to the working capital of
operating activities.
2. Cash flows from investing activities: The cash outflow is due to the payment of acquisition of
property, plant and equipment.
3. Cash flows from financing activities: No significant changes.

7.3.2 Remedy for Cash Deficit and Liquidity Analysis : Not applicable.

7.3.3 Cash Flow Analysis for the Coming Year

Estimated Estimated Net
Cash and :
Cash Cash Flow Estimated Cash Surplus o
: from Cash Outflow O Leverage of Cash Surplus (Deficit)
Equivalents, . (Deficit)
Beginning of | OPerating | (Inflow) 1 v\ o 3
Year Activities (3)
(1) ) Investment Plans| Financing Plans
$9,964,685 | $8,544,727 | $(8,150,505) | $ 10,358,907

A. Cash flows from operating activities: Due to the increase in operating profit.
B. Cash flows from investing activities: None

C. Cash flows from financing activities: None.
7.4 Major Capital Expenditure Items

7.4.1 Major Capital Expenditure Items and Source of Capital

Unit: NT$ thousands

Actual or | Actual or . .
project Planned Planned Total Actual or Expected Capital Expenditure
Source of | Dateof | Capital 2020 2021 | 2022 | 2023 | 2024
Capital |Completion
acquisition of Qperating
. income and | 2021.12.31 | $15,506,908| $6,006,908 | $9,500,000 | — — —
equipment bank loans
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7.4.2 Expected Benefits

A. Estimated Increase in Production, Sales, and Gross Profits
Unit: NT$ thousands

Year

Item

Quantity of Production

Quantity of Sales

Amount of Sales

Gross Profit

2021

PCB

9,800K SF

9,800K SF

8,820,000

1,603,000

B. Other Benefits : Improving the product quality.

7.5 Investment Policy in the Last Year, Main Causes for Profits or Losses,
Improvement Plans and Investment Plans for the Coming Year

Unit; NT$ thousands

Remarks Investment
2020 Income
. Reasons for . Plan for the
(Loss) Policies ! Action Plan
Amount Gain or Loss Next 12

Item Months

Investment Investment business win _more order
HUATON HOLDINGS 2,602,317 |business in id profitable in an_d_ Increase None
LIMITED ’ : utilization rate in

China China

the future

Trading The trading . .
PELICAN COVE . . . . win more order in
INVESTMENT LTD. 83,898 bus_lness in bu5|_ness is _ the future None

China profitable in China.
HUANEIN HOLDINGS (24.204) Investment Financial asset None None
LTD. ’ business investment loss

Investment
HI/I?.'FIEBOLDINGS (117) |business in None None None

China

7.6 Analysis of Risk Management
7.6.1 Effects of Changes in Interest Rates, Foreign Exchange Rates and Inflation on
Corporate Finance, and Future Response Measures

A. Interest rate

While interest rate is unpredictable as shown in the historical trend, we regularly
assess their impacts on our bank loans to timely adjust our financing policy.
B. Foreign exchange rates
As an export-oriented company, we have most accounts receivable in USD. As
our suppliers are located in either Taiwan or China, we pay mostly in TWD and
CNY. Therefore, most exchange loss and gain come from exchanging USD to
TWD and USD to CNY. Past exchange rate trends show that exchange rates are
impossible to predict accurately. Natural hedging of asset against debt was
therefore used where possible last year. Pre-sale of USD at the forward rate was
also used to reduce exchange risks. The hedging position is increased or reduced
based on the trend of the USD exchange rate.

C. Inflation

There is currently no serious inflation problem in Taiwan so inflation does not

have a material impact on our bottom line at the moment.
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7.6.2 Policies, Main Causes of Gain or Loss and Future Response Measures with Respect to
High-risk, High-leveraged Investments, Lending or Endorsement Guarantees, and
Derivatives Transactions
In offering endorsements and guarantees, none of our wholly owned subsidiaries or
their wholly owned investees offer endorsement or guarantee. Therefore, there are
limited risks and no loss or gain from endorsements and guarantees.

Trading in derivative products can be authorized by the Chairman under our
company’s “Acquisition or Disposal of Assets Procedure” but our current policy is to
only engage in long-term foreign exchange transactions for hedging purposes. Future
trading in derivatives will be mainly for hedging purposes as well. Trading for profit
will be avoided to prevent major losses from errors in judgment.

7.6.3 Future Research & Development Projects and Corresponding Budget

In 2020, overall operations grew explosively, and R&D momentum advanced
constantly along with new product development. In the future, we will continue our
R&D tradition to develop newer technologies to fulfill the demand for and the
challenge of rapidly changing new products. Our R&D focuses on HDI, FPC and
RFPC products and technologies include: mSAP, ultra-thin dielectric layer, thin
circuit, via filling plating, HDI, embedded devices, ink jet printing, high- speed high-
resolution LDI equipment, and precision alignment equipment. They enable us to
meet the challenges of multifunctional, lightweight, slim, and compact smart devices.
It is expected that there is still room for growth of the smart device and mobile
communications market in the future to drive the demand for high value-added PCBs.
Al and Big Data and edge computing have driven the materials for making PCBs for
high-speed servers and 5G communications infrastructure to evolve toward high
speed and high frequency. In addition, thermal solution will be another focus due to
the excess heat from high frequency operation. Therefore, high-frequency materials,
super low-loss materials, high heat-resistant materials, thermal conductive materials,
thermal solution, high-reliability, and high quality are the features for HLC product
development.
In response to the rapid growth of the China market and to timely fulfill the
technological demand to improve technical support for customers, apart from
establishing a R&D branch and a local technology R&D and new product
implementation service team in China, we have expanded our new Chongging Plant
to specialize in the production of mid-level and high-level HDI products to benefit
our overall capacity planning. We are optimistic about the future of the PCB industry.
We are also determined to continue developing innovative technologies and new
products. Dependable quality, comprehensive services and competitive prices will be
used to boost our profitability so we can give back to society and investors.
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7.6.4 Effects of and Response to Changes in Policies and Regulations Relating to Corporate
Finance and Sales: No significant effects in 2020.
7.6.5 Effects of and Response to Changes in Technology and the Industry Relating to
Corporate Finance and Sales
In recent years, with the development of network technology, malicious network
attacks have also changed. The company has established a network security protection
system to update the latest protection software and hardware at any time in response
to changes in the external environment. With regularly risk assessment and reduce the
risk of malicious attacks on the Internet to protect the company's important assets; the
company has not had a significant impact on the financial business due to
technological changes and industry changes in recent years.
7.6.6 The Impact of Changes in Corporate Image on Corporate Risk Management, and the
Company’s Response Measures: Not applicable
7.6.7 Expected Benefits from, Risks Relating to and Response to Merger and Acquisition
Plans: Not applicable
7.6.8 Expected Benefits from, Risks Relating to and Response to Factory Expansion Plans:
Not applicable
7.6.9 Risks Relating to and Response to Excessive Concentration of Purchasing Sources and
Excessive Customer Concentration
The Company has consistently focused on identifying alternative sources for
purchasing, and has worked to diversify its customer base in order to reduce the
concentration of sales.
7.6.10 Effects of, Risks Relating to and Response to Large Share Transfers or Changes in
Shareholdings by Directors, Supervisors, or Shareholders with Shareholdings of over
10%
The shareholdings of the Company’s directors and supervisors have been stable
during the last few years, and there have been no major transfers or swaps of shares.
7.6.11 Effects of, Risks Relating to and Response to the Changes in Management Rights:
None
7.6.12 Litigation or Non-litigation Matters
A Major ongoing lawsuits, non-lawsuits or administrative lawsuit: None.
B Major ongoing lawsuits, non-lawsuits or administrative lawsuits caused by
directors, supervisors or shareholders with over 10% shareholdings: None
7.6.13 Other Major Risks: None.
7.7 Other important matters: None
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VIII. Special Disclosure -- RELATED PARTIES INFORMATION

8.1 Organization

8.1.1 Organization Chart

COMPEQ MANUFACTURING CO., LTD.

v @

A 4 @) A (3)

PELICAN COVE

)

HUATON HUANEIN LITON HOLDINGS
HOLDINGS LTD. 'NVEETTDMENT HOLDINGS LTD. LTD.
‘ ®) ©) Y vy ¥ ®
COMPEQ COMPEQ COMPEQ H%ﬁi%\'}m
MANUFACTURING| (12 | TECHNOLOGY MANUFACTURING HOLDINGS
(HUIZHOU) CO., ™ (HUIZHOU) CO., (CHONGQING) CO.,
LTD LTD LTD TRADING
' : : COMPANY LTD.
\
A (11) B y ) r (10)
HONG KONG HUATON COMPEQ
H%ﬁ?gHngHggt?gY HOLDINGS TRADING MANUFACTURING
( ) v COMPANY LIMITED (SUZHOU) CO., LTD.
SHARE
NOTE PARENT COMPANY SUBSIDIARY BATIO
(1) |COMPEQ MANUFACTURING CO., LTD.  |HUATON HOLDINGS LTD. 100%
(2) |COMPEQ MANUFACTURING CO., LTD.  |PELICAN COVE INVESTMENT LTD. 100%
(3) |COMPEQ MANUFACTURING CO., LTD.  |HUANEIN HOLDINGS LTD. 100%
(4) |COMPEQ MANUFACTURING CO., LTD.  |LITON HOLDINGS LTD. 100%
(5) |HUATON HOLDINGS LIMITED COMPEQ MANUFACTURING (HUIZHOU) CO., LTD. 100%
(6) |HUATON HOLDINGS LIMITED COMPEQ MANUFACTURING (SUZHOU) CO., LTD. 100%
(7) |HUATON HOLDINGS LIMITED COMPEQ TECHNOLOGY (HUIZHOU) CO., LTD. 88%
(8) |HUATON HOLDINGS LIMITED COMPEQ MANUFACTURING (CHONGQING) CO., LTD. | 100%
COMPEQ TECHNOLOGY (HUIZHOU) CO. |HONG KONG COMPEQ HUIZHOU TRADING COMPANY
©) LTD., LTD. 100%
(10) |COMPEQ TECHNOLOGY (HUIZHOU) CO. |HONG KONG HUATON HOLDINGS TRADING 100%
LTD., COMPANY LTD. 0
(11) ggMLF;EDQ MANUFACTURING (HUIZHOU) |\, Ao TECHNOLOGY (HUIZHOU) CO.,LTD. 100%
(12) |SOMPEQ MANUFACTURING (HUIZHOU) | o\ 1066 TECHNOLOGY (HUIZHOU) CO., LTD. 12%

CO. LTD,,
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8.1.2 General Information

Related Party Setup Date Location Paid-in Capital Eusmess
egment
. . . PCB
COMPEQ MANUFACTURING | ;0.4 10 o [N0.91, Ln. 814, Daxin Rd., Shin-juang Vil. | TWD 11,918,206 manufacturing and

CO., LTD.

Luzhu Dist., Taoyuan City 33843, Taiwan

Thousands

sales

4th Floor Ellen Skelton Building, 3076 Sir

Investment and

HUATON HOLDINGS LTD. 1995.07.01 |Francis Drake Highway, Road Town, Tortola, {US$240,886 Thousands trading

British Virgin Islands VG1110,
COMPEQ MANUFACTURING | oo . . [N0.168, Huguang Rd., Huzhen Town, Boluo [CNY PO turing and
(HUIZHOU) CO.,, LTD. "7 |County, Huizhou, Guangdong, China 516139 1,042,301 Thousands trading 9
COMPEQ MANUFACTURING | 500 o 19 Block 20TH, Suchun Industrial Square, CNY91.374 Thousands PCB design and

(SUZHOU) CO., LTD.

Xinglong Industrial Park, China 215021

SMT service

COMPEQ TECHNOLOGY

(HUIZHOU) CO., LTD. 2004.07.15

No.168, Huguang Rd., Huzhen Town, Boluo
County, Huizhou, Guangdong, China 516139

CNY682,006Thousands

FPCB design and
manufacturing

COMPEQ MANUFACTURING

No.21, Panlong Road, Fuling District,

PCB

(CHONGQING) CO., LTD. 2012.05.16 Chonggjing, China CNY532,390 Thousands ;naeligsufacturlng and
4th Floor Ellen Skelton Building, 3076 Sir

iEIISICAN COVE INVESTMENT 1997.02.05 |Francis Drake Highway, Road Town, Tortola, US$ 17,700 Thousands :?ﬁﬁ;ent and

' British Virgin Islands VG1110,

No. 249, Guogiang 2nd Street, Longxiangli, |[TwWD 180,000

HUANEIN HOLDINGS LTD. 2007.04.23 Taoyuan District, Taoyuan City, Taiwan Thousands| Mvestment
4th Floor Ellen Skelton Building, 3076 Sir

LITON HOLDINGS LTD. 2007.03.28 |Francis Drake Highway, Road Town, Tortola, |US$ 100 Thousands |Investment
British Virgin Islands VG1110,

HONG KONG COMPEQ j j

HUIZHOU TRADING 2009.12.15 | R00m 2702 O?(’j' '”tegrétﬁq Centre, 302-8 US$ 300 Thousands | Trading

COMPANY LTD. Hennessy Road, Wan Chai, Hong Kong

HONG KONG HUATON :

HOLDINGS TRADING 2019.09.30 gll/ F, Ch'”ighe;n \j?ve“t“th. Tﬁwer' P1<78 US$ 300 Thousands  |Trading

COMPANY LIMITED oucester Road, Wanchai, Hong Kong

HUABO TECHNOLOGY No.168, Huguang Rd., Huzhen Town, Boluo .

(HUIZHOU) CO.,LTD. 2020.08.10 County, Huizhou, Guangdong, China 516139 CNY289,740Thousands | Trading

8.1.3 The Business correlation between all of the affiliates overall

Related Party Business Segment Correlation

COMPEQ MANUFACTURING
CO,, LTD.

PCB manufacturing and
sales

Integral related parties’ management.
Advanced PCBs manufacturing

Mainly in charge of Investment and trading in

HUATON HOLDINGS LIMITED

Investment and trading

China

COMPEQ MANUFACTURING
(HUI1ZHOU) CO,, LTD.

PCB manufacturing and
trading

Mainly in charge of the manufacturing and sales of
advanced and matured PCBs in China

COMPEQ MANUFACTURING
(SUZHOU) CO., LTD.

PCB design and SMT
service

Mainly in charge of low volume SMT service in
East China

COMPEQ TECHNOLOGY
(HUI1ZHOU) CO,, LTD.

FPCB design and
manufacturing

Mainly in charge of the manufacturing and sales of
FPCBs

COMPEQ MANUFACTURING
(CHONGQING) CO., LTD.

PCB manufacturing and
sales

Mainly in charge of the manufacturing and sales of
advanced and matured PCBs in China

PELICAN COVE INVESTMENT
LTD.

Investment and trading

Trade with related parties in China and global
investment

HUANEIN HOLDINGS LTD. Investment Domestic investment and trading.

LITON HOLDINGS LTD. Investment ?:/Ihailr?a!y in charge of Investment and trading in
HONG KONG COMPEQ

HUIZHOU TRADING COMPANY |Trading Electronic components trading in China.
LTD.

HONG KONG HUATON

HOLDINGS TRADING COMPANY |Trading Electronic components trading in China.

LIMITED

HUABO TECHNOLOGY (HUIZHOU)
CO.,LTD.

Plant and equipment leasing
business

Electronic manufacturing, outsourcing processing,
plant and equipment leasing business, property
management, equipment lease,technical consulting
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8.1.4 Boards and Directors Information

Shares and Capital

Related Parties Title Representative Shares Share Ratio
Chairman of the Board Charles Wu 29,385,218 2.47%
Director and President P.K. Chiang 549,450 0.05%
Director K.S. Peng 8,365,186 0.70%
Director P.Y. Wu 27,570,499 2.31%
COMPEQ . Chang-Zhi Investment Co., Ltd. 16,792,000 1.41%
'\L/.II_AD’.\IUFACTURING CO., | Director Delegation: Andrew Chen 107,668 0.01%
Director P.H. Wu 27,204,857 2.28%
Independent director Huang, Tung-Chun 0 0.00%
Independent director Tzu Kuan Chiu 0 0.00%
Independent director Teng Ling Liu 1,366,565 0.11%
1 0,
HUATON HOLDINGS LTD. | chairman of the Board Bglrgg;gol\élzag}gfigmég% co. L 240'886'008 10888"2
Huaton Holdings Ltd. US$130,000,000(Paid-in)|  100.00%
Chairman of the Board Delegation: P.K. Chiang 0 0.00%
Director and President Delegation: Steve Chen 0 0.00%
COMPEQ Director Delegation: Andrew Chen 0 0.00%
MANUFACTURING Director Delegation: R.H. Chung 0 0.00%
(HUIZHOU) CO., LTD. Director Delegation: P.Y. Wu 0 0.00%
Director Delegation: Victor Lu 0 0.00%
Supervisor Delegation: Fan Lu 0 0.00%
Huaton Holdings Ltd. US$ 11,290,000(Paid-in) 100.00%
COMPEQ Chairman of the Board Delegation: P.Y. Wu 0 0.00%
MANUFACTURING Director Delegation: Andrew Chen 0 0.00%
(SUZHOU) CO., LTD. Director and President Delegation: Joseph Chuang 0 0.00%
Supervisor Delegation: Fan Lu 0 0.00%
Huaton Holdings Ltd. US$100,000,000(Paid-in)[ 100.00%
Chairman of the Board Delegation: P.Y. Wu 0 0.00%
COMPEQ TECHNOLOGY |Director and President Delegation: Steve Chen 0 0.00%
(HUIZHOU) CO., LTD. Director Delegation: P.K. Chiang 0 0.00%
Supervisor Delegation: Fan Lu 0 0.00%
PELICAN COVE Compeq Manufacturing Co., Ltd. 17,700,000 100.00%
INVESTMENT LTD. Chairman of the Board Delegation: P.Y. Wu 0 0.00%
] Compeq Manufacturing Co., Ltd. 20.000.000 100.00%
Chairman of the Board Delegation: P.H. Wu e 0.00%
HUANEIN HOLDINGS Director Delegation: Albert Chen 0 0.00%
LTD. Director Delegation: Mark Chang 0 0.00%
Supervisor Delegation: Fan Lu 0 0.00%
Compeq Manufacturing Co., Ltd. 100,000 100.00%
LITON HOLDINGS LTD. Chairman of the Board Delegation: Fan Lu 0 0.00%
HONG KONG COMPEQ COMPEQ MANUFACTURING
HUIZHOU TRADING (HUIZHOU) CO.,, LTD. US$  300,000(Paid-in)| 100.00%
COMPANY LTD. Director Delegation: Steve Chen
Huaton Holdings Ltd. US$ 85,000,000(Paid-in)| 100.00%
Chairman of the Board Delegation: P.K. Chiang 0 0.00%
COMPEQ Director Delegation: Andrew Chen 0 0.00%
MANUFACTURING - — o
(CHONGQING)CO., LTD. Dlrectqr Delegat!on. Steve Chen 0 0.00%
Supervisor Delegation: P.H. Wu 0 0.00%
President Delegation: John Wu 0 0.00%
HONG KONG HUATON HUATON HOLDINGS LTD.
HOLDINGS TRADING US$ 300,000(Paid-in) 0.00%
COMPANY LIMITED Director Delegation: P.K. Chiang
COMPEQ MANUFACTURING CNY289,740,000(Paid-in)| 100.00%
(HUIZHOU) CO., LTD.
HUABO TECHNOLOGY  |Chairman of the Board Delegation: Steve Chen 0 0.00%
(HUI1ZHOU) CO.,LTD. Director Delegation: Roger Yu 0 0.00%
Director Delegation: Fan Lu 0 0.00%
Supervisor Delegation: H.P. Yang 0 0.00%
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8.1.5 The overview of the operations of the affiliates

Unit: NT$ thousands, except EPS (NT$)

Related Parties

Capital

Assets

Liabilities

Net Worth

Revenues

Income
(Loss) from
Operation

Net Income
(Loss)

EPS

COMPEQ
MANUFACTURING
CO.,, LTD.

11,918,206

48,346,345

19,199,775

29,146,571

35,476,876

2,842,862

4,664,701

3.91

HUATON HOLDINGS
LTD.

6,860,433

21,847,637

3,238

21,844,399

(3,268)

2,631,866

0.3836

COMPEQ
MANUFACTURING
(HUIZHOU) CO.,
LTD.

4,550,670

14,390,971

6,523,533

7,867,438

16,142,567

539,865

419,990

N/A

COMPEQ
MANUFACTURING
(SUZHOU) CO., LTD.

398,938

1,931,486

890,284

1,041,202

3,815,858

66,925

42,618

N/A

COMPEQ
TECHNOLOGY
(HUIZHOU) CO.,
LTD.

4,764,959

19,351,570

11,949,021

7,402,548

23,564,116

482,722

439,429

N/A

COMPEQ
MANUFACTURING
(CHONGQING) CO.,
LTD.

2,324,405

12,073,669

4,872,751

7,200,918

8,028,755

2,014,791

1,735,656

N/A

PELICAN COVE
INVESTMENT LTD.

504,096

1,789,826

1,150,652

639,174

3,064,403

(11,871)

83,898

0.1664

HUANEIN
HOLDINGS LTD.

200,000

174,316

1,563

172,752

(22,677)

(22,911)

(24,404)

(1.25)

LITON HOLDINGS
LTD.

2,848

1,518

36

1,481

(129)

(117)

(0.04)

HONG KONG
COMPEQ HUIZHOU
TRADING
COMPANY LTD.

8,544

5,499,671

5,372,758

126,913

20,252,246

133,737

102,851

N/A

HONG KONG
HUATON HOLDINGS
TRADING COMPANY
LIMITED

8,544

2,756,410

2,726,460

29,951

8,057,194

23,483

24,742

N/A

HUABO
TECHNOLOGY
(HUIZHOU) CO.,LTD.

1,265,001

1,338,750

144

1,338,606

11,334

(1,758)

430

N/A
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8.1.6 Affiliation Report
REPRESENTATION LETTER

The Companies required to be included in the consolidated financial statements of
affiliates in accordance with Compeq Manufacturing Co., Ltd.as of and for the year
ended December 31, 2020, under Company Act, the Criteria Governing the Preparation
of Affiliation Reports, Consolidated Business Reports and Consolidated Financial
Statements of Affiliated Enterprises » Compeq is not a subsidiary company of other
companies, required to prepare the financial statements which must be compiled in
accordance with relevant laws and regulations.
Very truly yours,
COMPEQ MANUFACTURING CO., LTD

By
Charles C. Wu
Chairman
March 11, 2021
8.2 Private Placement Securities in the Most Recent year: None

8.3 The Shares of the Company Held or Disposed of by the Subsidiaries in the Most
Recent year: None.

8.4 Any Other Special Notes to be specify: None

B Any events in 2020 and as of the date of this annual
report that had significant impacts on shareholders’
right or security prices as stated in item 2 paragraph 2
of Article 36 of Securities and Exchange Law of Taiwan:
None.
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COMPEQ MANUFACTURING CO., LTD.

Chairman
Charles C. Wu
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